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EMPLOYEE: CARRIE HATFI IELD

BENEFITS

WAGES

RETIREMENT

INSURANCE

2012
$52,000.00
$9,859.20
$682.35

2013
$54,079.93
$10,394.17

$746.53

TOTAL FRINGE BENEFITS $62,541.55 $65,ZZO.63

EMPLOYEE'OY SAWYERIS

BENEFITS

WAGES

RETIREMENT

INSURANCE

VEHICLE EXPENSE

2012
$55,999.92
$10,617.59

$o.oo
$9,OOO.OO

2013
$59,999.99
$11,532.00

$9,OOO.OO

TOTAL FRINGE BENEFITS $75,617.51 $80,531.99



015 Insurance Coverage for Employee's

a. Health Insurance- Carrie Hatfield

b. Dental Insurance- Carrie Hatfield

c. Life Insurance —Carrie Hatfield



ANTHEM BCBS KY INDIVIDUAL, INDK-MB I KY0303-A645
1351 V>/ni Howard Taft
Cincinnati, OH 45206.1775

Anthem. g» IIII
Annrdc>andrnl >dcnccc ci Itn tl>lc c»dr and dc»inndd arnrcrM»i ncacm>rl » idcrrnnal snr "li cd h red irnd kara

cd am>»cd >cadre p>rmr cf Yclmau. >rc Rcirrrrrnr narra t>n» r.>mr>re>linc d>rr ~>d rrccrarrnnn

rd>ale Ernd>di
IMNTij/ICATION

Due Date>

Billing Date;
Coverage Period From:

Coverage Period Thruucrh:

11.01-20I 4
10-24 2014
I I -01-2014
11-30-2014

Total Amount Dutu $794.II0

SEE REVERSE SIDE FOR BILLING DETAILS. Questions about your bill or interested in rruikmg your

payment, over the phone? For assistance, please call the Customer Service phone number lisied nn the

back of your Identification Card,

Choosing to mail in your payment? Please allow 7 to 10 tktys to ensure timely proceasiilc t)l
vol>I'ayment,

Please list your Q.digit Identification Number on your check, include the i>over portion
ot'his

page and nutit to the address specilied.

lt'ou pay by check, Arithem Blue Cross and Blue Shield charges a nNon-Sufiit'ieni Pt>niLi" (NSF) fee of
$25 1'or returned, unpaid checks.

II>rIPORTANT NOTICE; If you have re«eived a reminder notice from Anthem regarding s past due paymem,

this bill includes all amounts that y'ou owe to keep your policy in force, To svoid any lapse in

coverage, the Total Amount Due listed on this bill must be received by the Due Oste.

Anthem' issuance of this bill does not waive its contractual right to automatically terminate your

coverage for lhilure tu pay premiums in a timely manner. Payments recently nisited nuly not be

re0e«ted.

DETACH AND RETURN THIS SECTION %ITH YOUR PA YMRNT - DO NOT STA PLE
MARK CHICKS PA YAH l.g TO I>.'c'rK KM BLUL OR{MS III.L I'. SHIL>LI)

Httttteld> Carrie AND MAIL TO 'fHgr'DD RKSS 0III.OIV

Subscriber tD if

Amount Doe

b'rom Date

I I/0 I/2014

Through Date

I I/30/2014

Amount Paid

Dun Dain

I I /01/2014

Unit I>io. 003 II>IDK-MB I

1 400217731000079ia225I 21131101201400000794840038

Ai ANTHEM 13CBS ldiY INDIVIDUAL

PO Box 105575
Atlanta GA 30348-5675

12r82:ased 1;EESLB2LTE:woJd 21:51 t,182 L2 130



Si necesitn ayudn en. espa ol porn entender este documento, puede solicitnrla
sin costa udici ona/, llamas'l n mc ro de servi cia al ciiente que apart ce
ul dorsv de su tarj nta de idenrtfrcaci n o en elfolleto de inscri pci n, Invoice tt; 121687602

PRIOR BILLING PERIOD COVERAGE FROM 10/01/2014 THRU 10/31/2014
Previous Total Due S794.86
Payment, Received on 10/07/2014 ($794.86)
Oulstettdir1g Iialunce «8 of 1tI-24-2014 .00

CURRENT PERIOD COVERAGE FROM 11/01/2014 THRU 11/30/2014
Lii'e 2
Dental 3
Life 3
Plan 49

Currentgeriod Totsl
ig

$5,$0
$63.50
$11.00

S714.86

$794.86

PLLASE PAY THIS AMODNT $794.86

ibl3&lNot/1013,B IHD egg7883 000121687602

12r12:~e<d 'tE:ESL82L'fE:woJ3 2f:S.f t,f82 L2 l30



PSC Request No 16 (a )

There were no test year expenditures. Post test year are

summarized by service provider as attached.



PSC Response to Item 16(a)
Post Test-Year Expenditures

Service Provider
Michael R. Spears, CPA

GL Account
Rate Filing Expense

Amounts Billed

~Jul August September October
675 3,555 8,720 4,549

Totals

17,499

(1) Hourly rates are $150/ hr for CPA, and $80/hr for non CPA accountant. Amounts billed were discounted significantly from theseamounts.



MICHAEL R. SPEARS, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANT
P. O. BOX 1270
PRESTONSBURG, KY 41653

I

MOUNTAIN WATER DISTRICT
P. O. BOX 3607
PIKEVILLE, KY 41501

Client 5: 33050

Invoice g 17522

For Professional Services Rendered:

RATE INCREASE WORK

AUDIT PREP

July 31, 2014

675.00

3, 936.00

Total Due $4,611.00



MICHAEL R. SPEARS, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANT
P. Q. BOX 1270
PRESTONSBURG, KY 41653

MOUNTAIN WATER DISTRICT
P. O. BOX 3607
PIKEVILLE, KY 41501

Client ¹: 33050

Invoice ¹ 17581
For Professional Services Rendered:

2013 AUDIT PREP

2014 RF

2013 PSC RET

August 31, 2014

6, 050.00

3,555.00
2,000.00

Total Due $11,605.00



MXCHAEL R. SPEARS, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANT
P. 0. BOX 1270
PRESTONSBURG KY 41653

MOUNTAIN WATER DXSTRICT
P. O. BOX 3607
PIKEVILLE, KY 41501

Client 0: 33050

Invoice 4 17663

For Professional Services Rendered:

RATE FILING, MEETINGS XN

LEXINGTON'eptember
30, 2014

Sj 700.00

Total Due $8, 720 ~ 00
~Mal



MICHAEL R. SPEARS, CPA, PSC
CERTIFIED PUBLIC ACCOUNTANT
P. 0. BOX 1270
PRESTONSBURQ, KY 41653

MOUNTAIN WATER DISTRICT
P. O. BOX 3607
PIKEVILLE, KY 41501

Client 0: 33050

Invoice 5 17717
For Professional Services Rendered:

RATE INCREASE

October 31, 2014

4,549.00

Total Due $4,549.00



Invoice Summit Engineering, Inc.
131 Summit Drive

Pikeville, Kentucky 41501
Telephone 606432-144?; Fax 606432-1440

www.summitwngr.corn

Mountain Water District

P,O. Box 3607
Pikeville, KY 41502

September 19, 2014
Project No: 006375.052
Invoice No: 000000072231

Project
DO NOT BILL

006375.052 MWD Rate Study

Paradox ff 14-434

Professional Services from June 30. 2014 to Seotember 19.2014

Phase
Fee

Billing Phase

1 Study and Report

Percent
Fee Complete Earned

Initial Rate Filing

Total Fee
10,000.00
10,000.00

75.00

Previous Fee
Billing

Current Fee
Billing

Total Fee

7,500.00
?,500.00

0.00

7,500.00

Total this Phase

?,500.00

$7,500.00

Phase Post Filing Testimony

Total this Phase 0.00

Total this Invoice $7,500.00

Summit Engineering, Inc., is a fuH service firm specializing in Mining, Civil and Environmental Engineering along with Surveying
and Architectural Designs.

Please visit our web site at htto:iiwww.summit-enar.corn/

Please remit to the above address.



Invoice Summit Engineering, Inc.
131 Summit Drive

Pikeville, Kentucky 41501
Telephone 606432-1447; Fax 606432-1440

www.summitwngr.corn

Mountain Water District

P.O. Box 3607
Pikeville, KY 41502

October 25, 2014
Project No:

Invoice No:

006375.052
000000072479

Project 006375.052 MWD Rate Study

Paradox 0 14<34

Professional Services from Seotember 20. 2014 to October 25. 2014

Phase
Fee

Billing Phase

1 Study and Report

Percent
Fee Complete Earned

Initial Rate Filing

Total Fee
10,000.00
10,000.00

100.00

Previous Fee
Billing

Current Fee
Billing

Total Fee

10,000.00
10,000.00
7,500.00

2,500.00

Total this Phase

2,500.00

$2,500.00

Phase Post Filing Testimony

Total this Phase 0.00

Total this Invoice $2,500.00

Summit Engineering, Inc., is a full service firm specializing in Mining, Civil and Environmental Engineering along with Surveying
and Architectural Designs.

Please visit our web site at htto://www.summit-enar.corn/

Please remit to the above address.



PSC Response to Item 16(b)

See attached.



Appendix D
PSC Rate Case Expense

Service Cost

Professional Services: Cost of Service Study

Professional Services: CPA
Professional Services: Rate Filing Attorney

MWD Attorney
Reproduction / Notices / Misc.

$ 26,000.00
$ 15,000.00
$ 60,000.00
$ 13,500.00
$ 10,000.00

Total I $ 124 500 00 l

Annual Cost Over 3 Years
$ 124,500.00

3
$ 41,500.00

Pro Rated between Water and Sewer using ratios established by UMG (Appendix C-1)

Annual Cost for Water

Annual Cost for Sewer

83% >< $41,500.00
17% x $41,500.00

$ 34,445.00
$ 7,055.00



MI CHAEL R . SPEARS, CPA, PS C
CERTIFIED PUBLIC ACCOUNTANT
P. O. BOX 1270
PRESTONSBURG, KY 41653

MOUNTAIN WATER DISTRICT
P. O. BOX 3607
PIKEVILLE, KY 41501

Client g: 33050

Invoice g 17663

For Professional Services Rendered:

RATE FILING, MEETINGS IN LEXINGTON

September 30, 2014

8,720.00

Total Due $ 8,720.00



Invoice Summit Engineering, Inc.
131 Summit Drive

Pikeville, Kentucky 41501
Telephone 606432-1447; Fax 606432-1440

www.summit-engr.corn

Mountain Water Distiict

P.O. Box 3607
Pikeville, KY 41502

October 25, 2014
Project No:

Invoice No:

006375.052
000000072479

Project 006375.052 MWD Rate Study

Paradox 0 14-434

Professional Services from Seotember 20. 2014 to October 25. 2014

Phase
Fee

Billing Phase

1 Study and Report

Percent
Fee Complete Earned

Initial Rate Filing

Total Fee
10,000.00
10,000.00

100.00

Previous Fee
Billing

~ Current Fee
Billing

Total Fee

10,000.00
10,000.00
7,500.00

2,500.00

Total this Phase

2,500.00

$2,500.00

Phase Post Filing Testimony

Total this Phase 0.00

Total this Invoice $2,500.00

Summit Engineering, Inc., is a full service firm specializing in Mining, Civil and Environmental Engineering along with Surveying
and Architectural Designs.

Please visit our web site at httc://www.summit-enar.corn/

Please remit to the above address.



STATEMENT OF ACCOUNT

John N. Hughes, PSC
Attorney at Law
124 West Todd St.
Frankfort, KY 40601

Invoice to:
Mountain Water District
% Dan Stratton
Stratton Law Office
111 Pike St.
Box 1530
Pikeville, KY 41502

Date o
Date
9/9

9/10

9/11

9/12

9/15
9/17
9/18
9/19
9/22

9/24

9/29

9/30

f Invoice: October 15, 2014
Reference
Information to KH re: case issues, cost of service
study

Prepare documents, information for rate conference .91
w/KH

Rate conference w/KH, MS 3.5
Mileage Lexington 42Q$ .50 $21.00
Prepare summary of rate meeting, prepare exhibit/case .75
assignments; tele. DS, MS, KH
Telephone DS re: rate issues .09
Response KH re: COS issues .16
Response DS re: rate case procedural matters .42
Telephone DS, MS, KH re: case issues .83
Research issues for rate application 5.25
Outline testimony issues 2.67
Response DS, MS re: sewer rate issues; conference 4
KH, MS re: COS, case preparation

Mileage Lexington 42@$.50 $21.00
Draft KH COS testimony; tele. DS re: wholesale rate 3.5
issues, customer notice

Time (Hrs)
.59

Expenses Travel Summit Eng. Lexington —84 miles $ .50 $ 42.00

Sub total 22.67
hrs@$350.00
=$7,934.50



Previous
balance
Payment

Total Due

$3,262.00
$3,262.00
$7,934.50



Invoice Summit Engineering, Inc.
131 Summit Drive

Pikeville, Kentucky 41501
Tele phone 606-432-1447; Fax 606432-1440

www.summit-engr.corn

Mountain Water District

P.O. Box 3607
Pikeville, KY 41502

September 19, 2014
Project No: 006375.052
invoice No: 000000072231

Project 006375.052 MWD Rate Study

Paradox ¹ 14-434

Professional Services from June 30. 2014 to September 19, 2014

Phase
Fee

Billing Phase

1 Study and Report

Percent
Fee Complete Earned

Initial Rate Filing

Total Fee
10,000.00
10,000.00

Previous
Billing

Current Fee
Billing

Total Fee

7,500.00

75.00 7,500.00
7,500.00

Fee 0.00

7,500.00

Total this Pha'se $7,500.00

Phase Post Filing Testimony

Total this Phase 0.00

Total this Invoice $7,500.00

Summit Engineering, Inc., is a full service firm specializing in Mining, Civil and Environmental Engineering along with Surveying
and Architectural Designs.

Please visit our web site at http: //www.summit-enar.com/



STATEMENT OF ACCOUNT

John N. Hughes, PSC
Attorney at Law
124 West Todd St.
Frankfort, KY 40601

Invoice to:
Mountain Water District
'/0 Dan Stratton
Stratton Law Office
111 Pike St.
Box 1530
Pikeville, KY 41502

Date o
Date
6/9

6/16

6/20
6/25

7/14
7/15
7/16

7/30
8/20

8/21

8/22

8/28

8/29

Expenses

f Invoice: September 5, 2014
Reference
Telephone DS; dry letter to PSC re: staff rate audit

Review PSC cases re: recovery of contract costs; rate
issues
Review PSC letter re: staff audit; message DS
Message DS re: Summit rate study

Telephone DS re: rate issues

Review rate case timeline and letter from DS
Response to DS 're: case timeline; message re: PSC
case checklist for rate application
Telephone DS re: rate issues

Prepare documents, information for 8/22 rate case
meeting
Review information for case meeting

Rate conference KH, MS 9:30—12:30
Telephone DS re: rate issues

Response KH re: COS/rate issues

Travel Summit Eng. Lexington 8/22 42 milesw.$ 50

Time (Hrs)
.75
.83

.25

.09

.16

.67

.91

.09
1.25

.75
3
.09
.42
$ 21.00

Sub total

Previous
balance
Total Due

9.26
hrsQ$ 350.00
=$3.241.00
$ 0

$3,262.00



PSC Response to Item 16(c)

See 16(a) as it incorporate all test year and post test year to date.



Funding

Source
KIA

Project Name

Fedscreek Water Plant

KIA Indian Creek

KIA Multi-Area

RD WTP Upgrades

RD Lower Johns Creek

RD Russel Fork WTP

Regions Bank Consolidated Loan

Loan

Number

F01-07

B291-01

B291-07

91-40

91-33

91-24

Mountain W ~r District
Current Water Loans.

Project Description
This Project was for construction of a new water treatment plant and intake.
The project also included a connection between the old plant and the new
plant.

This project provided new water line along KY-610, Indian Creek and Long
Fork, serving 548 new customers. In addition, the project increased pressure
to 245 existing customers.
This project consists of twenty-one subprojects well distributed over Pike

County. This project consisted of 66.6 miles of water lines with 12 booster
pump stations.
This project is to increase the capacity of the existing the capacity of the
existing Russell Fork Water Treatement Plant from 2 MGD to MGD by
adding a third Actiflo treatment unit, an additional high service pump.
This project provided water to approximately 322 households located in

the Johns Creek area of Pike County.
This project consists of the construction of a two-MGD water plant to
supplement of the Water Districts main water supply which comes from
the City of Pikeville. This project was considered Phase I.

This was to pay off prior RD bonds.



KENTUCKY INFRASTRUCTURE AUTHORITY

ASSISTANCE AGREEMENT

FUND B2

PROJECT NUMBER

BORROWER:

BORROWER'S ADDRESS

B291-01

Mountain Water District

P.O. Box 3157

Pikeville, Kentuckv 41502

DATE OF ASSISTANCE AGREEMENT: April 1, 1993



ASSISTANCE AGREEMENT
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ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of
the date set forth on the cover page hereof (the "Assistance
Agreement" ) by and between the KENTUCKY INFRASTRUCTURE
AUTHORITY, a body corporate and politic, constituting a public
corporation and governmental agency and instrumentality of the
Commonwealth of the Kentucky (the "Authority" ) and the
Governmental Agency identified on the cover of this Assistance
Agreement (the "Governmental Agency" ):

W I T N E S S E T H

WHEREAS, the General Assembly of the Commonwealth of
Kentucky, being the duly and legally constituted legislature of
Kentucky .at its 1988 Regular Session, enacted House Bill 217
amending Chapter 224A of the Kentucky Revised Statutes (the
"Act"), creating the "Kentucky Infrastructure Authority" to
serve the public purposes identified in the Act; and

WHEREAS, the Authority has established its Program as
hereina.fter defined, for the purpose of providing financial
assistance to Governmental Agencies, as defined in the Act, in
connection with the acquisition and construction of Projects,
as defined in the Act, in order to preserve, protect, upgrade,
conserve, develop, utilize and manage the resources of the
Commonwealth of Kentucky (the "Commonwealth" ) for the
protection and preservation of the health, safety, convenience,
and welfare of the Commonwealth and its citizens, and in that
respect to assist and cooperate with Governmental Agencies in
achieving such purposes; and

WHEREAS, the Authority has issued, and will issue
from time to time, its revenue bonds pursuant to a General
Trust Indenture dated as of September 1, 1989 (the "Indenture" )
between the Authority and First Kentucky Trust Company (the
"Trustee" ) in order to provide funding for its Program; and

WHEREAS, the Governmental Agency has determined thatit is necessary and desirable to acquire, construct, and
finance the Project, as hereinafter defined, and the Authority
has determined that the Project is a Project within the meaning
of the Act and the Indenture, thereby qualifying for financial
assistance from the Authority; and



WHEREAS, the Governmental Agency desires to enter into
this Assistance Agreement with the Authority for the purpose of
securing from the Authority the repayable Loan hereinafter
identified; and

WHEREAS, the Authority 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 to levy, collect, and
enforce and remit adequate Service Charges, as hereinafter
defined, for the services provided by the Governmental Agency's
System, as hereinafter defined, and to apply the necessary
portion of said Service Charges to the repayment of the Loan
and the interest thereon, as hereinafter specifically provided;
and

WHEREAS, the Authority and the Governmental Agency
have determined to enter into this Assistance Agreement
pursuant to the terms of the Act and the Indenture and to set
forth their respective duties, rights, covenants, and
obligations with Respect to the acquisition, construction, and
financing of the Project and the repayment of the Loan and the
interest thereon;

NOW g THEREFORE / FOR AN IN CONS IDERAT ION OF THE MUTUAL

COVENANTS HERE IN SET FORTH ~ THE LOAN HEREBY EFFECTED AND OTHER

GOOD AND VALUABLE CONS IDERAT ION g
''THE RECEIPT 'F WH ICH

' S HEREBY

ACKNOWLEDGED BY EACH PARTY i THE PARTIES HERETO MUTUALLY

COVENANT AND AGREE, EACH WITH THE OTHER AS FOLLOWS:



ARTICLE I
DEFINITIONS

All of the terms utilized in this Assistance Agreement
will have the same definitions and meaning as ascribed to them
in the Act and the Indenture, which Act and Indenture are
hereby incorporated in this Assistance Agreement by reference,
the same as if set forth hereby verbatim; provided, however,
that those definitions utilized in the Act and the Indenture
having general application are hereby modified in certain
instances to apply specifically to the Governmental Agency and
its Project.

"Act" shall mean Chapter 224A of the Kentucky Revised
Statutes, as amended.

-"Administrative Fee" means the charge of the Authority
for the servicing of the Loan, which is the annual percentage
charged against the unpaid principal balance of the Loan as
identified in the Project Specifics.

"Assistance Agreement" shall mean this agreement made
and entered into by and between a Governmental Agency and the
Authority, as, authorized by the Act, providing for a Loan to
the Governmental Agency by the Authority, and for the repayment
thereof to the Authority by the Governmental

Agency'Authority"

shall mean the Kentucky Infrastructure
Authority created by the Act, a body corporate and politic,
constituting a public corporation and a governmental agency and
instrumentality of the Commonwealth of Kentucky, or such other
designation as may be effected by future amendments to the Act;

"Bond" or "Bonds" or "Revenue Bonds" shall mean any
Kentucky Infrastructure Authority Bond or Bonds, or the issue
of such Bonds, as the case may be, authenticated and delivered
under the Indenture.

"Business Day" shall mean any day other than a
Saturday, Sunday or other legal holiday on which the general
offices of the Commonwealth are closed.

"Code" shall mean the Internal Revenue Code of 1986,
as amended, and shall include the Regulations of the United
States Department of the Treasury promulgated thereunder.

"Commonwealth" shall mean the Commonwealth of Kentucky.



the Act.
"Construction" shall mean construction as defined in

"Debt Obligations" shall mean those outstanding
obligations of the Governmental Agency identified in the
Project Specifics outstanding as of the date of this Assistance
Agreement or issued in the future in accordance with the terms
hereof, payable from the income and revenues of the System.

"Engineers" means the firm of consulting engineers
employed by the Governmental Agency in connection with the
Project identified in the Project Specifics.

"Governmental Agency" shall mean any agency or unit of
government within the Commonwealth, now having or hereafter
granted the authority and power to finance, acquire, construct,
and operate a Project, including specifically but not by way of
limitation, incorporated cities, counties, sanitation
districts, water districts, public authorities, sewer
construction districts, metropolitan sewer districts,
sanitation taxing districts, and any other agencies,
commissions, districts, or authorities (either acting alone, or
in combination with one another pursuant to any regional or
area compact, or multi-municipal agreement),. now or hereafter
established pursuant to the laws of the Commonwealth having and
possessing such described powers; and for the purposes of this
Assistance Agreement shall mean the Governmental Agency
identified in the Project Specifics.

"Indenture" shall mean the General Trust Indenture
dated as of September 1,.1989 between the Authority and the
Trustees

"Loan" shall mean the loan effected under this
Assistance Agreement from the Authority to the Governmental
Agency in the principal amount set forth in the Project
Specifics, for the purpose of defraying the costs incidental to
the Construction of the Project.

"Loan Rate" means the rate of interest identified in
the Schedule of

Payments'Person"

shall mean any individual, firm, partnership,
association, corporation or Governmental Agency.

"Program" shall mean the program authorized by KRS
224A.112 and the Indenture as the "infrastructure revolving
fund" for financing Projects through Loans by the Authority to
Governmental Agencies and shall not be deemed to mean or
include any other programs of the Authority.



"project" shall mean, when used generally, an
infrastructure project as defined in the Act, and when used in
specific reference to the Governmental Agency, the Project
described in the Project Specifics.

"Project Specifics" means those specific details of
the Project identified in Exhibit A hereto, all of which are
incorporated by reference in this Assistance Agreement.

"Requisition for Funds" means the form attached hereto
as Exhibit B to be utilized by the Governmental Agency in
obtaining disbursements of the Loan from the Authority as
construction of the Project progresses.

"Schedule of Payments" means the principal and
interest requirements of the Loan as set forth in Exhibit F
hereto, to be established and agreed to upon or prior to the
completion of the Project.

"Schedule of Service Charges" shall mean those. general
charges to be imposed by the Governmental Agency for services
provided by the System, as set forth in Exhibit C hereto, and
such other revenues identified in Exhibit C from which the Loan
is to be repaid, which Schedule of Service Charges shall be in
full force and effect to the satisfaction of the Authority
prior to the disbursement of any portion of the Loan hereunder.

"Service Charges" shall. mean any monthly, quarterly,
semi-annual, or annual charges, surcharges or improvement
benefit assessments to be imposed by a Governmental Agency, or
by the Authority, in respect of the Project which Service
Charges arises by reason of the .existence of, and requirement

— of-; any--Assistance Agreement and for the purposes of this
Assistance Agreement said Service Charge shall be no less than
those set forth in the Schedule of Service

Charges'System"

shall mean the utility system owned and
operated by the Governmental Agency of which the Project shall
become a part and from the earnings of which (represented by
the Service Charges) the Governmental Agency shall repay the
Authority the Loan hereunder.



ARTI CLE II
REPRESENTATIONS AND WARRANTIES

Section 2.1. Reoresentations and Warranties of
Authoritv. The Authority represents and warrants for the
benefit of the Governmental Agency as follows:

(A) The Authority is a body corporate and politic
constituting a governmental agency and instrumentality of the
Commonwealth, has all necessary power and Authority to enter
into, and perform its obligations under, this Assistance
Agreement, and has duly authorized the execution and delivery
of this Assistance Agreement.

(B) Neither the execution and delivery hereof, nor
the fulfillment of or compliance with the terms and conditions
hereof, nor the consummation 'of .the transactions contemplated
hereby, conflicts with or results in a breach of the terms,
conditions and provisions of any restriction or any agreement
or instrument to which the Authority is now a party or by which
the Authority is bound, or constitutes a default under any of
the foregoing.

(C) To the knowledge of the Authority, there is no
litigation or proceeding pending or threatened against the
Authority or any other person affecting the right of the
Authority to execute or deliver this Assistance Agreement or to
comply with its obligations under this Assistance Agreement.
Neither the execution and delivery of this Assistance Agreement
by the Authority, nor compliance by the Authority with its
obligations under this Assistance Agreement, require the
approval of any regulatory body, or any other entity, which
approval has not been obtained.

(D) The authorization, execution and delivery of this
Assistance Agreement and all actions of the Authority with
respect thereto, are in compliance with the Act and any
regulations issued thereunder.

Section 2.2. Representations and Warranties of the
Governmental Acrencv. The Governmental Agency hereby represents
and warrants for the benefit of the Authority as follows:

(A) The Governmental Agency is a duly organized and
validly existing Governmental Agency, as described in the Act,
with full power to own its properties, conduct its affairs,
enter into this Assistance Agreement and consummate the
transactions contemplated hereby.



(B) The negotiation, execution and delivery of this
Assistance Agreement and the consummation of the transactions
contemplated hereby have been duly authorized by all requisite
action of the governing body of the Governmental Agency.

(C) This Assisi ance Agreement has been duly executed
and delivered by the Governmental Agency and is a valid and
binding obligation of the Governmental Agency enforceable in
accordance with its terms, except to the extent that the
enforceability hereof may be limited by equitable principles
and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or
affecting the enforcement of creditors'ights or remedies
generally.

(D) There is no controversy or litigation of any
nature pending or threatened, in any court or before any board,
tribunal or administrative body, to challenge in any manner the
authority of the Governmental Agency or its governing body to
make payments under this Assistance Agreement or to construct
the Project, or to challenge in any manner the authority of the
Governmental Agency or its governing body to take any of the
actions which have been taken in the authorization, or delivery
of this Assistance Agreement or the construction of the
Project, or in any way contesting or affecting the validity of
this Assistance Agreement, or in any way questioning any
proceedings taken with respect to the authorization or delivery
by the Governmental Agency of this Assistance Agreement, or the
application of the proceeds thereof or the pledge or
application of any monies or security provided therefor, or in
any way questioning the"due existence or powers of the
Governmental Agency, or otherwise wherein an unfavorable

-decision-would have an adverse impact on the transactions
authorized in connection with this Assistance Agreement.

(E) The authorization and delivery of this Assistance
Agreement and the consummation of the transactions contemplated
hereby will not constitute an event of default or violation or
breach, nor an event which, with the giving of notice or the
passage of time or both, would constitute an event of default
or violation or breach, under any contract, agreement,
instrument, indenture, lease, judicial or administrative order,
decree, rule or regulation or other document or law affecting
the Governmental Agency or its governing body.

(F) Attached hereto as Exhibit D is a true, accurate
and complete copy of the resolution or ordinance of the
governing body of the Governmental Agency approving and
authorizing the execution and delivery of this Assistance
Agreement. Such resolution or ordinance was duly enacted or
adopted at a meeting of the governing body of the Governmental
Agency at which a quorum was present and acting throughout;



such resolution or ordinance is in full force and effect and
has not been superseded, altered, amended or repealed as of the
date hereof; and such meeting was duly called and held in
accordance with law.

(G) All actions taken by the Governmental Agency in
connection with this Assistance Agreement and the Loan
described herein and the Project have been in full compliance
with the provisions of the Kentucky Open Meeting Law, KRS
61.805 to 61.850.

(H) The Governmental Agency has all licenses, permits
and other governmental approvals (including but not limited to
all required approvals of the Kentucky Public Service
Commission) required to own, occupy, operate and maintain the .

Project, to charge and collect the Service Charges and to enter
into this Assistance Agreement, is not in violation of and has
not received any notice of an alleged violation of any zoning
or land use laws applicable to the Project, and has full right,
power and authority to perform the acts and things as provided
for in this Assistance Agreement.

(I) Legal counsel to the Governmental Agency has duly
executed and delivered the opinion of legal counsel
substantially in the form set forth in Exhibit E hereto.



ARTICLE III
AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1. Determination of ElicribilitV. Pursuant
to the terms of the Act and the Indenture, the Authority has
determined that the Governmental Agency's Project is a Project
under the Act and the Governmental Agency is entitled to
financial assistance from the Authority in connection with
financing the Construction of the Project.

Section 3.2. Princioal Amount of Loan Established;
Loan Pavments; Disbursement of Funds. The principal amount of
the Loan shall be the Loan Amount as identified in the Project,
Specifics, subject to such adjustments as may be set forth in .

the Schedule of Payments'rincipal payments shall be made
semiannually in the amounts and on the dates to be established
by the Schedule of Payments, which Schedule of Payments shall
provide for approximately level debt service payments over the
Repayment Term set forth in the Project Specifics, commencing
with the Amortization Commencement Date set forth in the
Project Specifics.

The Loan shall bear interest, payable on the Interest
Payment Dates set .forth in the Project Specifics, at the Loan.
Rate identified in the Project Specifics, and after the
Amortization Commencement Date, in the amounts (based on such
Loan Rate) and on the dates set forth in the Schedule of
Payments; provided that, should an Event of Default occur, such
payments of interest shall be made on the first day of each
month during the continuation of such Event of Default.

The Authority shall advance the proceeds of the Loan
as Construction of the Project progresses upon the submission
by the Governmental Agency of a Requisition for Funds in
substantially the same form as Exhibit B hereto. Each
disbursement under a Requisition for Funds representing a
portion of the principal amount of the Loan shall bear interest
at the Loan Rate from the date of the disbursement; subject to
the requirements set forth in Article IV hereof.

Payments of principal and interest on the Loan shall
be made at the principal office of the Authority or the
Trustee, as designated by the Authority.

Section 3.3. Governmental Aaencv's Right to Reoav
Loan. The Governmental Agency shall have the right to prepay
and retire the entire amount of the Loan at any time without
penalty upon written notice to the Authority no less than five
(5) Business Days in advance of said prepayment.

Notwithstanding the foregoing, upon the determination
by the Authority that it intends to issue revenue bonds secured
by a pledge of the payments on the Loan, the Authority shall



advise the Governmental Agency (i) of its intention to proceed
with the authorization of such bonds (ii) of the limitation on
prepayments after such bonds are issued and (iii) that the
Governmental Agency has thirty (30) days from its receipt of
said notice to exercise its option to prepay the Loan. 'Upon
the expiration of said thirty day period the Governmental
Agency's right to prepay the Loan shall be limited to the terms
described in such notice.

Section 3.4. Subordination of Loan. The Authority
hereby agrees that'the security interest and source of payment
for the Loan shall be inferior and subordinate to the security
interest and source of payment for the Debt Obligations of the
Governmental Agency payable from the revenues of the System
outstanding at the time this Assistance Agreement is executed .
as identified in the Project Specifics; provided, however, the
Authority shall receive notice of any additional financings in
accordance with Section 5.5(D) hereof.
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ARTICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT;
REQUISITION FOR FUNDS

Section 4.1. Covenants of Governmental Aaencv and
Conditions of Loan. By the execution of this Assistance
Agreement, the Governmental Agency agrees that prior to any
requests for the disbursement of all or a portion of the Loan
made hereunder, the Governmental Agency shall supply the
Authority, if requested, appropriate documentation,
satisfactory to the Authority, in its sole discretion,
indicating the following:

(A) That the Authority and any appropriate regulatory
agency of the Commonwealth as may be designated by the
Authority, and their respective duly authorized agents, shall
have the'ight at all reasonable times, subject to prior notice
to the Governmental Agency, to enter upon the Project and to
examine and inspect same.

(B) All real estate and interest in real estate and
all personal property constituting the Project and the Project
sites heretofore or hereafter acquired shall at all times be
and remain the property of the Governmental Agency and
constitute a part of the System..

.(C) In the event the Governmental Agency is required
to provide financing for the Project from sources other than
the Authority (as described in the Project Specifics) the
Authority shall have the right to receive such reasonable
proofs as it may require of the ability of the Governmental
Agency to finance the costs of Construction of the Project over
and above the Loan, prior to the disbursement. by the Authority
of any portion of the Loan.

(D) The Governmental Agency shall do all.things
necessary to acquire all proposed and necessary sites,
easements and rights of way necessary or required in respect of
the Project and demonstrate its ability to construct the
Project in accordance with the plans, design and specifications
prepared for the Governmental Agency by the Engineers.

(E) Actual construction and installation incident to
the Project shall be performed by either the lump-sum (fixed
price) or unit price contract method, and adequate legal
methods of obtaining public, competitive bidding will be
employed prior to the awarding of the construction contract for
the Project in accordance with Kentucky law.

11



(F) Unless construction of the Project has already
been initiated as of the date of this Assistance Agreement,
pursuant to due compliance with state law and applicable
regulations, the Project will not be advertised or placed on
the market for construction bidding by the Governmental'Agency
until the final plans, designs and specifications therefor have
been approved by such state and federal agencies and
authorities as may be legally required, and until written
notification of such approvals has been received by the
Governmental Agency and furnished to the Authority.

(G) Duly authorized representatives of the Authority
and such other agencies of the Commonwealth as may be charged
with responsibility will have reasonable access to the
construction work whenever it is in preparation or progress,
and the Governmental Agency will assure that the contractor or
contractors will provide facilities for such access and
inspection.

(H) The construction contract or contracts shall
require the contractor to comply with all provisions .of federal
and state law legally applicable to such work, and any
amendments or modifications thereto, together with all other
applicable provisions of law, to cause appropriate provisions
to be inserted in subcontracts to insure compliance therewith
by all subcontractors subject thereto, and to be responsible
for the submission of any statements required of subcontractors
thereunder.

(I) A work progress schedule utilizing a method of
standard acceptance in the engineering community shall be
prepared prior to the institution of construction in connection
with each construction contract, or, if construction has
already been initiated as of the date of this Assistance
Agreement, at the earliest practicable date, to indicate the
proposed schedule as to completion of the Project, and same
shall be maintained monthly thereafter to indicate the actual
construction progress of the Project.

(J) Prior to the award of the contruction contract
and prior to the commencement of construction, the Governmental
Agency will arrange and conduct a conference as to the Project
said conference to include representatives of the Authority,
the Governmental Agency, and any other participating federal or
state agency, the Engineers, and all construction contractors.
A written brief of said conference summarizing the construction
schedule, fund requirements schedule, payment authorizations,
responsible parties for approval of all facets of the
construction work and payment therefor, and other pertinent
matters shall be prepared and distributed to each agency
involved, and all construction contractors and Engineers.

12



Provided, however, that in the event construction shall have
been initiated as of the date of this Assistance Agreement,
this provision may be waived.

(K) All construction contracts will be so prepared
that federal participation costs, if any, and state
participation costs may be readily segregated from local
participation costs, if any, and from each other, and in such
manner that all materials and equipment furnished to the
Governmental Agency may be readily itemized.

(L) Any change or changes in a construction contract
will be promptly submitted to the Authority and any state or
federal agencies.

(M) The Construction, including the letting of
contracts in connection therewith, will conform in all respects
to applicable requirements of federal, state and local laws,
ordinances, rules and regulations.

(N) The Governmental Agency will proceed
expeditiously with and complete the Project in accordance with
the approved surveys, plans specifications and designs or
amendments thereto, prepared by the Engineers to the
Governmental Agency and approved by state and federal agencies,
but only to the extent such approvals.may be required.

I

(0) If requested, the Governmental Agency will erect
at the Project sites, signs satisfactory to the Authority
noting the participation of the Authority in the financing of
the Pro ject.

(P) Except as otherwise provided in this Assistance
Agreement, the Governmental Agency shall have the sole and
exclusive charge of all details of the Construction.

(Q) The Governmental Agency shall keep complete and
accurate records of the costs of acquiring the Project sites
and the costs of Constructions The Governmental Agency shall
permit the Authority, acting by and through its duly authorized
representatives, and the duly authorized representatives of
state and/or federal agencies to inspect all books, documents,
papers and records relating to the Project at any and all
reasonable times for the purpose of audit and examination, and
the Governmental Agency shall submit to the Authority such
documents and information as such public bodies may reasonably
require in connection with the administration of any federal or
state grants.

(R) The Governmental Agency shall require that any
bid for any portion of the Construction of the Project be
accompanied by a bid bond, certified check or other negotiable
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instrument payable to the Governmental Agency, as assurance
that the bidder will, upon acceptance of such bid, execute the
necessary contractual documents within the required time.

(S) The Governmental Agency shall require that. each
construction contractor or contractors furnish a performance
and payment bond in an amount at least equal to one hundred
percent, (100%) of the contract price or the portion of the
Project covered by the particular contract as security for the
faithful performance of such contract.

(T) The Governmental Agency shall require that each
of its contractors and all subcontractors maintain during the
life of the construction contract, worker's compensation
insurance, public liability insurance, property damage
insurance and vehicle liability insurance in amounts and on
terms satisfactory to the Authority. Until the Project
facilities are completed and accepted by the Governmental
Agency, the contractor, shall maintain builders risk. insurance
(fire and extended coverage) on a one hundred percent (100:}
basis (completed value form) on the insurable portion of the
Project, .such insurance to be made payable to the order of the
Authority, the Governmental Agency, the prime contractor, and
all subcontractors, as their interests may appear.

(U) The Governmental Agency shall provide and
maintain competent and adequai e resident engineering services
covering the supervision and inspection of the development and
construction of the Project, and bearing the responsibility of
assuring that Construction conforms to the approved plans,
specifications and designs prepared by the Engineers. Such
resident engineer shall certify to the Authority, any involved
state or federal agencies, and the Governmental Agency at the
completion of construction that construction is in accordance
with the approved plans, specifications and designs, or,
approved amendments thereto.

(V) The Governmental Agency shall demonstrate to the
satisfaction of the Authority the legal capability of the
Governmental Agency to enact, adopt, levy, charge, collect,
enforce and remit to the Authority the Service Charges of the
Governmental Agency described in the Schedule of Service
Charges attached to and made a part of this Assistance
Agreement as Exhibit C and submit proof satisfactory to the
Authority that the Service Charges are in full force and effect
as of the submission of the initial Requisition for Funds.

Section 4.2. Disbursements of Loan; Reauisition for
Funds'he Governmental Agency may submit to the Authority (or
the Trustee acting on behalf of the Authority, if so
designated) a Requisition for Funds during the first ten days
of each month (or such other designated period as is acceptable
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to the Authority), in substantially the same form as that
attached to this Assistance Agreement as Exhibit B and made a
part hereof, accompanied by, to the extent requested by the
Authority, the following documentation:

(A) A full and complete accounting of the costs of
the Project to be obligated by contract or otherwise during the
month in question, or already obligated and not included in any
previous accounting;

(B) A full and complete accounting of any costs of
the Project paid by the Governmental Agency from its own funds
with the approval of the Authority and not included in any
previous accounting for which it seeks reimbursement;

(C) A full and complete accounting of any costs of
'heProject paid or requisitioned under any other financing,

loan, bond, grant or. similar agreement or paid from its own
funds for which it does not seek reimbursment and which have
not been identified in any previous requisition form.

(D) The contractor's estimate of work performed
during the preceding month pursuant to construction contracts
for the Project and payment thereunder due, together with the
Engineer's and Governmental Agency's approval thereof for
payment by the Authority directly to the contractor.

Upon the Authority's receipt of the Requisition for
Funds, and such additional documentation as it may require, the
Authority may direct the Trustee to remit the amount requested
to the Governmental Agency as a draw upon the Loan.
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ARTICLE V

CERTAIN COVENANTS OF THE GOVERNMENTAL AGENCY;
PAYMENTS TO BE MADE BY GOVERNMENTAL AGENCY TO THE AUTHORITY

Section 5.1. Imposition of Service Charcres. The
Governmental Agency hereby irrevocably covenants and agrees to
comply with all of the terms, conditions and requirements of
this Assistance Agreement, pursuant to which the Loan is to be
made by the Authority to the Governmental Agency as specified
herein and in the Act and the Indenture. The Governmental
Agency hereby further irrevocably covenants and agrees that it
already has, or will, to the extent necessary, immediately
impose Service Charges upon all persons, firms and entities to
whom or which services are provided by the System, such Service
Charges to be no less than as set forth in Exhibit C annexed
hereto. If so required, such Service Charges shall be in
addition to all other rates, rentals and service charges of a
similar nature of the Governmental Agency now or hereafter
authorized by law, and now or hereafter being levied and
collected by the Governmental Agency and shall be levied and.
collected solely for the purpose of repaying to the Authority
all sums received from the Authority as representing the Loan
in respect of the Project.

Section 5.2. Governmental Aqencv's Obliaation to
Revav Loan. The obligation of the Governmental Agency to repay
to the Authority the amount of the Loan from the Service
Charges shall not be revocable, and in the event that services
supplied by the Project shall cease, or be suspended for any
reason, the Governmental Agency shall continue to be obligated
to repay the Loan from the Services Charges. In the event the
Governmental Agency defaults xn the payment of any Service
Charges to the Authority, the amount of such default shall bear
interest at the per annum rate equal to the Default Rate set
forth in the Project Specifics, from the date of the default
until the date of the payment thereof.

Section 5.3. Covenant. to Adjust Service Charqes. In
the event, for any reason, the Schedule of Service Charges
shall prove to be insufficient to provide to the Authority the
minimum sums set forth in the Schedule of Payments, the
Governmental Agency hereby covenants and agrees that it will,
upon notice by the Authority, to the full extent authorized by
law, both federal and state, immediately adjust and increase
such Schedule of Service Charges, or immediately commence
proceedings for a rate adjustment and increase with all
applicable regulatory authorities, so as to provide funds
sufficient to pay to the Authority the minimum sums set forth
in the Schedule of Payments.
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Section 5.4. Adeauacv of Service Charcres. The
Service Charges herein covenanted to be imposed by the
Governmental Agency shall be fixed at such rate or rates (andit is represented that the Schedule set forth in Exhibit C
hereto so qualifies), as shall be at least adequate to make the
payments at the times and in the amounts set forth in the
Schedule of Payments, subject to necessary governmental and
regulatory approvals.

The Service Charges imposed by the Governmental Agency
shall be paid by the users of the System and accordingly the
Project not less frequently than the Service Charge Payment
period set forth in the Project, Specifics, and shall be
remitted to the Authority by the Governmental Agency with a
report showing collections and any delinquencies' report of.
all collections and delinquencies shall be made at least
semi-annually on or before each Payment Date identified in the
Schedule of Payments.

Section 5.5. Covenant to Establish Maintenance and
Replacement Reserve. The Governmental Agency shall establish a
special account identified as a "Maintenance and Replacement
Reserve". On or before each payment date identified in the
Schedule of Payments, the Governmental Agency shall deposit
into the Maintenance and Replacement Reserve an amount equal to
ten percent (10:) of the amount of such Loan payment until the
amount on deposit in such fund is equal to five percent (5%) of
the original principal amount of 'the Loan (the "Required
Balance" ). Amounts in the Maintenance and Replacement Reserve
may be used for extraordinary maintenance expenses related to
the Project or for the costs of replacing worn or obsolete.
portions of the Project. If amounts are withdrawn from such
fund, the Governmental Agency shall again make the periodic
deposits hereinabove required until the Required Balance is
reinstated.

Section 5.6. Covenant to Charcre Sufficient Rates;
Resorts; Inspection. The Governmental Agency hereby
irrevocably convenants and agrees with the Authority:

(A) That, as aforesaid, it will at all times impose,
prescribed, charge and collect the Service Charges set forth in
Exhibit C hereto for the services of the Project as shall
result in net revenues to the Governmental Agency at least
adequate to provide for the payments to the Authority required
by- this Assistance Agreement.

(B) That it will furnish to the Authority not less
than annually reports of the operations and income and revenues
of the Project, and will permit authorized agents of the
Authority to inspect all records, accounts and data of the
Project at all reasonable times.
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(C) That it will collect, account for and promptly
remit to the Authority those specific revenues, funds, income
and proceeds derived from Service Charges incident to this
Assistance Agreement.

(D) That it will notify the Authority in writing of
its intention to issue bonds or notes payable from the revenues
of the System not less than thirty (30) days prior to the sale
of said obligations.

Section 5.7. Secrrezation of Funds. The Governmental
Agency shall at all times account for the income and revenues
of the System and distinguish same from all other revenues,
moneys and funds of the Governmental Agency, if any.

Section 5.8. Nandatorv Sewer Connection. In the
event that the Project consists of sanitary sewer facilities,
the Governmental Agency hereby irrevocably covenants and agrees
with the Authority that it will, to the maximum extent
permitted by Kentucky law, and by means of ordinance, or other
appropriate legislative order or action, mandatorily require
the connection to and use of, the sanitary sewers constituting
the Project by all persons owning, renting or occupying
premises generating pollutants where such san'itary sewers are
reasonably available to such premises, and to exhaust, at the
expense of the Governmental Agency, all remedies for the
collection of Service Charges, including, either directly. or
indirectly, pursuant to authority granted by Sections 96 '30 to
96.943, inclusive, of the Kentucky Revised Statutes, and the
Act, causing termination of water services to any premises
where the bill for sewer services is delinquent and foreclosure
and decretal sale in respect of improvement benefit assessments
which are delinquent.

Section 5.9. Termination of Water Services to
Delinauent Users. In the event the Project consists of water
facilities the Governmental Agency covenants and agrees that it
shall, pursuant to applicable provisions of law, to the maximum
extent authorized by law, enforce and collect the Service
Charges imposed upon users of the Project and facilities
constituting the System, and will promptly cause water service
to be discontinued to any premises where any billing for such
facilities and services shall not be paid in a timely manner.
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ARTICLE VI

OTHER COVENANTS OF THE GOVERNMENTAL AGENCY

Section 6.1. Further Assurance. At any time and all
times the Governmental Agency shall, so far as it may be
authorized by law, pass, make, do, execute, acknowledge and
deliver, all and every such further resolutions, acts, deeds,
conveyances, assignments, transfers and assurances as may be
necessary or desirable for the better assuring, conveying,
granting, assigning and confirming all and singular the rights,
assets and revenues herein pledged or assigned, or intended so
to be, or which the Governmental Agency may hereafter become
bound to pledge or assign.

Section 6.2. Comoletion of Prospect. The Governmental
Agency hereby covenants and agrees to proceed expeditiously
with and promptly complete the Project in accordance with the
plans, designs and specifications prepared by the Engineers for
the Governmental Agency.

Section 6.3. Establishment of Completion Date. The
completion date for the Project shall be evidenced to the
Authority by 'a certificate signed by the Engineer and an
authorized representative of the Governmental Agency stating
that, except for amounts retained by the Authority for costs of
the Project not then due and payable, (i) the Construction has
been completed and all labor, services, materials, supplies,
machinery and equipment used in such Construction have been
paid for, (ii) all other facilities necessary in connection
with the Project have been acquired, constructed, equipped and
installed and all costs and expenses incurred in connection
therewith have been paid, (i.ii) the Project and all other
facilities in connection therewith have been acquired,
constructed, equipped and installed to his satisfaction.

Section 6.4. Commitment to Ooerate. The Governmental
Agency hereby covenants and agrees to commence operation of the
Project immediately on completion of construction and not to
discontinue operations or dispose of such Project without the
approval of the Authority.

Section 6.5. Continue to Ooerate. The Governmental
Agency hereby covenants and agrees to continuously operate and
maintain the Project in accordance with applicable provisions
of federal and state law and to maintain adequate records
relating to said operation; said records to be made available
to the Authority upon its request at all reasonable times.

Section 6.6. Tax Covenant. In the event the
Authority issues Bonds which are intended to be excludable from
gross income for federal income tax purposes to provide the
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funds for the Loan, the Governmental Agency shall at. all times
do and perform all acts and things permitted by law and
necessary or desirable in order to assure such exclusion and
shall take such actions as may be directed by the Authority in
order to accomplish the foregoing. The Governmental Agency
shall not permit (i) the proceeds of the Loan to be used
directly or indirectly in any trade or business, (ii) its
payments hereunder to be secured directly or indirectly by
property to be used in a trade or business, (iii) any
management agreement for the operation of the System or (iv)
any federal guarantee of its obligations hereunder without the
prior written consent of the Authority. The Governmental
Agency vill not acquire or pledge any obligations which would
cause the Bonds to be "arbitrage bonds" within the meaning of
the Code.

Section 6.7. Accounts and Reoorts. The Governmental
Agency shall at all times keep, or cause to be kept, proper
books of record and account in which complete and accurate
entries shall be made of all its transactions relating to the
System, which shall at all reasonable times be subject to the
inspection of the Authority.

Section 6.8. Financial Statements. Within ninety
(90) days after the end of each fiscal year of the Governmental
Agency, the Governmental Agency shall provide to the Authority,
itemized financial statements of income and expense and a
balance sheet in reasonable detai".1, certified as accurate by a
firm of independant certified public accountants or the Auditor
of Public Accounts of the Commonwealth. All financial
information must be satisfactory to the Authority as to form
and content and be prepared in accordance with generally
accepted accounting principals on a basis consistent with prior
practice unless specifically noted thereon. With such
financial statements, the Governmental Agency shall furnish to
the Authority a certificate stating that, to the best knowledge
of the authorized representative signing such certificate, no
default under this Assistance Agreement exists on the date of
such certificate, or if any such default shall then exist,
describing such default with specificity.

Section 6.9 ~ General Comvliance With All Duties. The
Governmental Agency shall faithfully and punctually perform all
duties with reference to the System required by the
Constitution and laws of the Commonwealth, and by the terms and
provisions of the this Assistance Agreement and any other Debt
Obligations.

Section 6.10. Svstem Not to Be Disvosed Of. The
Governmental Agency covenants and agrees that, until
satisfaction in full of its obligations hereunder, it will not
sell, mortgage, or in any manner dispose of, or surrender
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control or otherwise dispose of any of the facilities of the
System or any part thereof (except that the Governmental
Agency may retire obsolete and worn out facilities, and sell
same, if appropriate).

Section 6.11. General. The Governmental Agency shall
do and perform or cause to be done and performed all acts and
things required to be done or performed by or on behalf of the
Governmental Agency under the provisions of the Act, and this
Assistance Agreement in accordance with the terms of such
provisions .including the Additional Covenants and Agreements,if any, set forth in Exhibit G

hereto'1



ARTICLE VII

MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION

Section 7.1. Maintain Svstem. The Governmental
Agency agrees that during the entire term of this Assistance
Agreement, it will keep the Project, including all
appurtenances thereto, and the equipment and machinery therein,
in good and sound repair and good operating condition at its
own cost so that the completed Project will continue to provide
the services for which the System is designed.

Section 7.2. Additions and Improvements. The
Governmental Agency shall have the privilege of making
additions, modifications and improvements to the sites of the.
Project, and to the Project itself from time to time provided
that said additions, modifications and improvements do not
impair the operation or objectives of the Project; The Cost of
such additions, modifications and improvements shall be paid by
the Governmental Agency, and the same shall be the property of
the Governmental Agency and shall be included under the terms
of this Assistance Agreement as part of the site of the
Project, or the Project, as the case may be. Nothing herein
contained shall be construed as precluding the Authority and
the Governmental Agency from entering into one or more
supplementary Assistance Agreements providing for an additional
Loan or Loans in respect of additional Projects undertaken by
the Governmental Agency.

Section 7.3. Compliance with State and Federal
Standards. The Governmental Agency agrees that it will at all
times provide operation and maintenance of the Project to
comply with-the water quality standards; if any, established by
any state or federal agency. The Governmental Agency agrees
that qualified operating personnel properly certified by the
Commonwealth will be retained to operate the Project during the
entire term of this Assistance Agreement.

Section 7.4. Access to Records. The Governmental
Agency agrees that it will permit the Authority and any state
or federal agency and their respective agents to have access to
the records of the Governmental Agency pertaining to the
operation and maintenance of the Project at any reasonable time
following completion of construction of the Project, and
commencement of operations thereof.

Section 7.5. Covenant to Insure — Casualtv. The
Governmental Agency agrees to insure the Project facilities in
such amount as like properties are similarly insured by
political subdivisions similarly situated, against loss or
damage of the kinds usually insured against by political
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subdivisions similarly situated, by means of policies issued by
reputable insurance companies duly qualified to do such
business in the Commonwealth.

Section 7.6. Authoritv as Named Insured.
Any'nsurancepolicy issued pursuant to Section 7.5 hereof, shall

be so written or endorsed as to make losses, if any, payable to
the Governmental Agency, and to the Authority, as their
interests may appear.

Section 7.7. Covenant to Insure — Liabilitv. The
Governmental Agency agrees that it will carry public liability
insurance with reference to the Project with one or more
reputable insurance companies duly qualified to do business in
the Commonwealth, insuring against such risks (including but
not limited to personal inquiry, death and property damage) and
in such amounts as are set forth in the Project Specifics, and
naming the Authority as an additional insured.

Section 7.8. Covenant Recrardincr Worker's
Compensation. Throughout the entire, term of this Assistance
Agreement, the Governmental Agency shall maintain worker's
compensation coverage, or cause the same to be maintained..

Section 7.9. Application of Casualtv Insurance
Proceeds. If, prior to the completion of the term of this
Assistance Agreement, the Project shall be damaged or partially
or totally destroyed by fire, 'windstorm or other casualty,
there shall be no abatement or reduction in the amount payable
by the Governmental Agency pursuant to the terms of this
Assistance Agreement, and the Governmental Agency will (1)
promptly repair, rebuild or restore the Project damaged or
destroyed; —and (-2)-apply-for such -purpose so much as may -be
necessary of any net proceeds of insurance resulting from
claims for such losses, as well as any additional moneys of the
Governmental Agency necessary therefor. All net proceeds of
insurance resulting from claims for such losses shall be paid
to the Governmental Agency, and shall be promptly applied as
herein provided.

Section 7.10. Eminent Domain. In the event that
title to, or the temporary use of, the Project, or any part
thereof, shall be taken under the exercise of the power of
eminent domain by any governmental body or by any Person acting
under governmental authority, there shall be no abatement or
reduction in the minimum amounts payable by the Governmental
Agency to the Authority pursuant, to the terms of this
Assistance Agreement, and any and all net proceeds received
from any award made in such eminent domain proceedings shall be
paid to and held by the Governmental Agency in a separate
condemnation award account and shall be applied by the
Governmental Agency in either or both of the following ways, as
shall be determined by the Governmental Agency in its sole
discretion:
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(A) The restoration of the improvements located on
the Project sites to substantially the same condition as
prior to the exercise of said power of eminent domain; or

(B) The acquisition of additional property, if
necessary, and the acquisition of additional facilities by
construction or otherwise, equivalent to the Project
facilities, which property and facilities shall be deemed
to be a part of the Project sites and a part of the Project
facilities and to be substituted for Project facilities so
taken by eminent domain, without the payment of any amount
other than herein provided, to the same extent as if such
property and facilities were specifically described herein.

Any balance of the net proceeds of the award in such
eminent domain proceedings after the carrying out of the
mandatory proceedings stipulated in (A) and (B) of this Section
7.10, shall be paid to the Governmental Agency upon delivery to
the Authority of a certificate signed by an authorized officer
of the Governmental Agency to the effect that the Governmental
Agency has complied with either subparagraph (A) or (B), or
both, of this Section, and written approval of such certificate
by an authorized officer of the Authority. In no event will
the Governmental Agency voluntarily settle or consent to the
settlement of any prospective or pending condemnation
proceedings with respect to the Project or any part thereof
without the written consent of the Authority.
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ARTICLE VIII

EVENTS OF DEFAULT AND REMEDIES

Section 8.1. Events of Default Defined. The
following will be "Events of Default" under this Assistance
Agreement and the term "Event of Default" or "Default" will
mean, whenever it is used in this Assistance Agreement, any one
or more of the following events:

(A) Failure by the Governmental Agency to pay any
payments at the times specified herein.

(B) Failure by the Governmental Agency to observe or
perform any covenant, condition or agreement on its part to
be observed or performed, other than as referred to in
subsection (A) of this Section, for a period of thirty (30)
days after written notice specifying such failure and
requesting that it be remedied will have been given to the
Governmental Agency by the Authority unless the Authority
agrees in writing to an extension of such time prior to its
expiration; provided, however, if the failure stated in the
notice cannot be corrected within the applicable period,
the Authority will not unreasonably withhold its consent to
an extension of such time if corrective action is
instituted by the Governmental Agency within the applicable
period and diligently pursued until such failure is

.corrected.

(C) The dissolution. or liquidation of the
Governmental Agency, or the voluntary initiation by the
Governmental Agency of any proceeding under any federal or
state law relating to bankruptcy, insolvency, arrangement,
reorganization, readjustment of debt or any other form of
debtor relief, or the initiation against the Governmental
Agency of any such proceeding which will remain undismissed
for sixty (60) days, or the entry by the Governmental
Agency into an agreement of composition with creditors or
the failure generally by the Governmental Agency to pay its
debts as they become due.

(D) A default by the Governmental Agency under the
provisions of any agreements relating to its Debt

Obligations'ection

8.2. Remedies on Default. Whenever any Event
of Default referred to in Section 8.1 has occurred and is
continuing, the Authority may, without any further demand or
notice, take one or any combination of the following remedial
steps:

25



(A) Declare all payments due hereunder, as set forth
in the Schedule of Payments to be immediately due and
payable.

(B) Exercise all the rights and remedies of the
Authority set forth in the Act.

(C) Take whatever action at law or in equity may
appear necessary or desirable to enforce its rights under
this Assistance Agreement.

Section 8.3. Appointment of Receiver. Upon the
occurrence of an Event of Default, and upon the filing of a
suit or other commencement of judicial proceedings to enforce
the rights of the Authority under this Assistance Agreement,
the Authority shall be entitled, as a matter of right, to the
appointment of a receiver or receivers of the System and all
receipts therefrom, pending such proceedings, with such power
as the court making such appointment shall confer; provided,
however, that the Authority may, with or without action under
this Section, pursue any available remedy to enforce the
payment obligations hereunder, or to remedy any Event of
Default.

Section 8.4. No Remedv Exclusive. No remedy herein
conferred upon or reserved to the Authority 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 8.5. Consent to Powers of Author9tv Under
Act. The Governmental Agency hereby acknowledges to the
Authority its understanding of the provisions of the Act,
vesting in the Authority certain powers, rights and privileges
in respect of the Project upon the occurrance of an Event of
Default, and the Governmental Agency hereby covenants and
agrees that. if the Authority should in the future have recourse
to said rights and powers, the Governmental Agency shall take
no action of any nature whatsoever calculated to inhibit,
nullify, void, delay or render nugatory such actions of the
Authority in the due and prompt implementation of this
Assistance Agreement.

Section 8.6. 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.
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Section 8.7. Agreement to Pav Attornevs'ees and
Expenses. In the event that either party hereto will default
under any of the provisions hereof and the nondefaulting 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 therefor to
the nondefaulting party the fees of such attorneys and such
other expenses so incurred by the nondefaulting party.
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ARTICLE IX

MISCELLANEOUS PROVISIONS

Section 9.1. Approval not to be Unreasonablv
Withheld. Any approval of the Authority required by this
Assistance Agreement shall not be unreasonably withheld and
shall be deemed to have been given on the thirtieth (30th) day
following the submission of any matter requiring approval to
the Authority, unless disapproved in writing prior to such
thirtieth (30th) day. Any provision of this Assistance
Agreement requiring the approval of the Authority or the
satisfaction or the evidence of satisfaction of the Authority
shall be interpreted as requiring action by an authorized
officer of the Authority granting, authorizing or expressing
such approval or satisfaction, as the case may be, unless such
provision expressly provides otherwise.

Section 9.2. Approval. This Agreement is made
subject to, and conditioned upon, the approval of this
Assistance Agreement by the Secretary of the Finance and
Administration Cabinet.

Section 9.3. Effective Date. This Assistance
Agreement shall become effective as of the date first set forth
hereinabove and shall continue to full force and effect until
the date the obligations of the Governmental Agency pursuant to
the provisions of this Assistance Agreement have been fully
satisfied.

Section 9.4.. Bindincr Effect. This Assistance
Agreement shall be binding upon, and shall inure to the benefit
of the parties hereto, and to any person, officer, -board,
department, agency, municipal corporation, or body'politic and
corporate succeeding by operation of law to the powers and
duties of either of the parties hereto. This Assistance
Agreement shall not be revocable by either of the parties, nor
assignable by either parties without the written consent of the
other party.

Section 9.5. Severabilitv. In the event that any
provision of this Assistance Agreement will be held invalid or
unenforceable by any court of competent jurisdiction, such
holding will not invalidate or render unenforceable any other
provision hereof.

Section 9.6. Execution in Counteroarts. This
Assistance Agreement may be simultaneously executed in several
counterparts, each of which will be an original and all of
which will constitute but one and the same instrument.
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Section 9.7. Applicable Law. This Assistance
Agreement will be governed by and construed in accordance with
the laws of the Commonwealth.

Sect,ion 9.8. Venue'he parties hereto agree that in
the event of a default by the Governmental Agency pusuant to
the provisions of Article 8 of this Agreement, the Authority
shall, to the extent permitted under the laws of the
Commonwealth, have the right to file any necessary actions with
respect thereto in Franklin Circuit Court.

Section 9.9. Captions. The captions or headings
herein are for convenience only and in no way define, limit or
describe the scope or intent of any provisions or sections of
this Assistance Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused
this Assistance Agreement to be executed by their respective
duly authorized officers as of the day and year above written.

ATTEST'ENTUCKY INFRASTRUCTURE
AUTHORITY

Title /Title J

ATTEST: GOVERNMENTAL AGENCY:
MOUNTAIN WATER DISTRICT

Title: Secretary

By: /J
Title: Chairman

APPROVED

SECRET RY QNCE AN
ADMINIS TION CABINET OF THE
COMMONWEALTH OF KENTUCKY

EXAMINED:

LEGAL COUNSEL(lt'j5 THE KENTUCKY
INFRASTRUCTU~AUTHORITY
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NAME:
CONTACT PERSON:
ADDRESS:

TELEPHONE:

EXHIBIT A

PROJECT SPECIFICS
B291-01

Mountain Hater District (Indian Creek)
Ernie Chancy, Executive Director
P.O. Box 3157
Pikeville, Kentucky 41502-3157
606-631-9162

or
Will Linder/Rob Nichols
Will Linder 6 Associates
218 Swiss Hills
Berea, Kentucky 40403
606-986-8406

ENGINEER: NAME:
ADDRESS:

CONTACT:
TELEPHONE:

Kenvirons Engineers, Inc.
P.Q. Drawer V
452 Versailles Rd.
Frankfort, Kentucky 40601
Doug Griffin
502-695-4357

~i', &30
D, mo', one
A,~ QX)

$ 12i000

925,879
831,467
205,000
52,683
79 004
49p000
31,500

2,174I533
155,342
79,717
35i689
12 I 500
47i500
74,252

108,727
$2,700~260

LXAB ILITY INSURANCE
COVERAGE:

Death or Personal Injury (per person)
Death or Personal Injury (per occurrence)
Property Damage on System

ADMINISTRATIVE FEE: .204
DEFAULT RATE: 10%
PROJECT COST

BREAKDOWN:
Acquisition
Construction

Contract 24,: Alpha Reclamation
Contract 25: Alpha Reclamation
Contract 26: KY Glass Lined Tanks
Contract 33: Micro Comm Telemetry
Additive: Shelby Creek Ext.
Addit.ive: Hopkins Fork
Additive: KY 122

Sub-total
Engineering Design
Engineering Inspection
Legal
Planning
Administration
Capitalized Interest
Contingencies

TOTAI

SERVICE CHARGE
PAYMENT PERIOD:

PAYMENT DATES:

Monthly

The December 1 or June 1 succeeding the pxoject
completion date which is at least. three months,
but no more than nine months, after the project.
completion date.



LOAN RATE QR

LOAN AMOUNT: >337, 760
P INAL LOAN TERM

(APPROXIMATELY): 20 Years
ESTIMATED ANNUAL

DEBT SERVICE: 22,5SO annual debt service
675 administrative fee

2,258 coverage for maintenance
25,513 Total

OTHER FINANCING SOURCESl
PmHA (grant)
FmHA ( loan)
CDBG
Mountain Water District Contribution
Tap-on Fees

DEBT OBLXGATXONS
CURRENTLY OUTSTANDING."

838,000
662,000
737r500
100i000
25~000

As 991

Bonds Payable
FmHA Bond Payable (Shelby Valley)
FmHA Bond Payable (Pond Creek)
FmHA Bond Payable (Grapevine)
FmHA Bond Payable (Raccoon)
FmHA Bond Payable (Dorton; not closed)
EDA Bond Payable (Payments have been halted

until completion of current negotiations)
Notes Payable
3 — J.I. Case Credit
1 — Ford Motor Credit

493,691
689,135
488,195

1,488,895
1,500,000

270,000

45, 348
54p202

PROJECT DESCRXPTION

The project will provide new water lines along KY-610~ Indian
Creek and Long Fork, serving 548 new customers. Xn addition,
the project. will provide increased pressure and. an ample water
supply to 245 existing customers on an undersized 4" line with
supply and pressure problems. A total of 3 water storage
tanks as well as 2 booster pump stat.ions will also be
constructed as part of the project.
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EXHIBIT B

REQUEST FOR PAYMENT WITH RESPECT TO
ASSISTANCE AGREEMENT DATED

Request No.

ORIGINAL SENT TO:

Dated

Kentucky Infrastructure Authority
Room 075, Capitol Annex
Frankfort, Kentucky 40601

COPY SENT TO Ms'ancy Sanders
Director, Community Programs
Department for Local Government
1024 Capitol Center Drive
Frankfort, Kentucky 40601

FROM:

Gentlemen:

("Govenmental Agency" )

The above identified Governmental Agency has entered into an
Assistance Agreement with the Kentucky Infrastructure Autho'rity
(the "Authority" ). for the acquisition and construction offacilities described in the Assistance Agreement as the
"proj ect. "

Pursuant to the Assistance Agreement, we hereby certify that we
have incurred the following expenses in connection with the
Project and that. the Authority's funding share of these
expenses is in the amount so denoted in this request totaling
S

Documentation supporting the expenses incurred and identified
per this request are attached.

ELIGIBLE PROJECT EXPENSES INCURRED

Contractor

Expenses
this

Request

Expenses
to

Date

Total
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ALLOCATION OF FUNDING FOR EXPENSES

Fundina Source
Portion of
Expenses this Recruest

Portion of Expenses
Total to Date

Totals

The Governmental Agency certifies it has also paid
Project expenses or has submitted requisitions to the
applicable funding sources for Project expenses, which have not
been identified in any previous Request or Payment; as follows:

Fundina Source
Amount of Payment
or Reauisition

Date of Payment
or Reauisition

Respectfully submitted,

Governmental Agency

By

Title
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Certificate of Consulting Engineers as to
Payment Request

The undersigned, a duly qualified and licensed Engineer hereby
certifies that he or she represents the Governmental Agency
submitting this request in connection with the "Eligible
Project" and that all expenses represented in this request were
duly incurred for the Construction of the "Project," that the
Authority's funding share of these expenses is accurately
represented and that such expenses have not been the subject of
any request for disbursement previously submitted.

Engineer/Consultant

Firm Name
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EXHIBIT C

SCHEDULE OF SERVICE CHARGES



Mountain . ster District For: Entire Service i ea

P.S.C. Ky. No. 1

Third Revised Sheet No. 3

Cancelling P.S.C. Ky. No. 1

Second Revised Sheet No. 3

CLASSIFICATION OF SERVICE

6-Inch

first 150,000 gallons
Over 150,000 gallons

$487.35 Minimum Bill
3 '0 per 1,000 gallons

Meter Rates for Monthly Usage in accordance with an order of
the Public Service Commission of Kentucky in Case No. 93-060
dated March 11, 1993.

Wholesale Rate for Nolin Public Service District
All Usage is $ 1.87 per 1,000 gallons

Wholesale Rate for City of Pikeville
All Usage is $1.31 per 1,000 gallons

As per contract with the South Williamson Development
Company, the following charges will be billed to users within
the Southside Mall. These charges are not a part of the
DISTRICT'S rate structure but are based on Mall charges
relative to meter size-.

5/8-Inch
3/4-Inch
1-Inch
1 1/2-Inch
2-Inch
3-Inch

$11.30
$ 15 '5
$33.88
$ 60.27
$ 80 '0

$ 125.47

Date Issued: March 18, 1993 Effective Date: March 18, 1993

ISSUED BY: Mountain Water District, P.O. Box 3157,
Pikeville, Kentucky 41502-3157

Le™onHuf fmdn, C56irman

PUBLIC SERVICE COMMISSION

OF KENTUCKY

EFFECTIVE

MAR 18 1993

PURSUANT TO 807 KAR 5:013,
SECTION 9 ())

BY W~ +M



Mountain Water District For: Entire Service Area

PCS.CD Ky. No. 1

Fourth Revised Sheet No ~ 2

Cancelling P.S,.C. Ky No

Third Revised Sheet No. 2

CLASSIFICATION OF SERVICE

Meter Rates for Monthly Usage in accordance with an order of
the Public Service Commission of Kentucky in Case No. 93-060
dated March 11, 1993.

General Customers*

Monthlv Rates

5/8 x 3/4-Inch

First 2,000 gallons
Over 2,000 gallons

1-Inch

$ 13 ~ 75 Minimum Bill
3.20 per 1,000 gallons

F'rst 15, 000 gallons
Over 15,000 gallons

2-Inch

First 50,000 gallons
Over 50,000 gallons

3-Inch

First 75,000 gallons
Over 75,000 gallons

4-Inch

$55.35 Minimum Bill
3.20 per 1,000 gallons

$ 167.35 Minimum Bill
3.20 per 1,000 gallons

$247.35 Minimum Bill
3.20 per 1,000 gallons

First 100,000 gallons
Over 100,000 gallons

$327 '5 Minimum Bill
3.20 per 1,000 gallons

Date Is sued: March 18, 199 3 Date Effective: %rgK~tgF
ISSUED BY: Mountain Water District, PRO. Box 3157, EFFECTIVE

P ikevi1 le, Kentucky 4 1502-3 157
MAR 1 8 1993

Legn Huffman,~Chairman PURSUANT TO 807 KAR 5911,
SECTION 9 (1)

By
pueuc sERNGE Eolactmott tuHAGBl



EXHIBIT D

RESOLUTION

RESOLUTION OF THE KENTUCKY
APPROVING AND AUTHORIZING AN ASSISTANCE AGREEMENT
BETWEEN THE KENTUCKY AND THE
KENTUCKY INFRASTRUCTURE AUTHORITY.

WHEREAS, the
authority") of the
("Governmental Agency" )
the public interest to
certain
Governmental Agency's
and

("governing
Kentucky,

has previously determined that it is in
acquire and construct

improvements to the
System (the "Project" )

WHEREAS, the Governmental Agency has made applicationto the Kentucky Infrastructure Authority (the "Authority" ) forthe purpose of providing monies to construct the Project; and

WHEREAS, in order to obtain such monies, the
Governmental Agency is required to enter into an Assistance
Agreement with the Authority;

NOW, THEREFORE, BE IT RESOLVED by the
as 'follows:

SECTION 1. That the governing authority hereby
approves and authorizes of the Assistance Agreement between the
Governmental Agency and the Authority substantially in the form
on -file with. the Governmental Agency for the purpose of
providing the necessary financing to the Governmental Agencyfor the Project.

SECTION 2. That any officer of the Governmental
Agency be and hereby is authorized, directed and empowered to
execute necessary documents or agreements, and to otherwise act
on behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect atthe earliest time provided by law.

ADOPTED on 1993.

Attest:
Presiding Officer



CERTIFICATE

I, the undersigned, hereby certify that I am the dulyqualified and acting Recording Officer of the
that the foregoing is a full, true andcorrect copy of a Resolution adopted by the governing authorityof said District at a meeting duly held on 1993;that said official action appears as a matter of public record

in the official records or journal of the governing authority;
that said meeting was held in accordance with all applicable
requirements of Kentucky law, including KRS 61.810, 61.815,
61.820 and 61.825; that a quorum was present at said meeting;that said official action has not been modified, amended,
revoked or repealed and is now in full force and effect.

day of
IN TESTIMONY WHEREOF, witness my signature this

1993.

Recording Officer
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EXHIBIT E

OPINION OF COUNSEL

[Letterhead of Counsel to Governmental Agency)

[Date]

Kentucky Infrastructure Authority
Room 075 Capitol Annex
Frankfort, Kentucky

RE: Assistance Agreement by and between Kentucky
Infrastructure Authority and

dated as of

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to
the practice of law in the Commonwealth of Kentucky and is
legal counsel to
hereinafter referred to as the "Governmental Agency". I am
familiar with the organization and existence of the
Governmental Agency and the laws of the Commonwealth applicable
thereto. Additionally I am familiar with the infrastructure
project (the -"Project" ) with respect to which the Assistance ..
Agreement by and between the Kentucky Infrastructure Authority("Authority" ) and the Governmental Agency is being authorizedg
executed and delivered.

I have reviewed the form of Assistance Agreement by
and between the Authority and the Governmental Agency, the
resolution or ordinance of the governing authority authorizing
the execution and delivery of said Assistance Agreement and the
plans, designs and specifications prepared by the Engineers for
the Governmental Agency with respect to the Project.

Based upon my review I am of the opinion that:

1) The Governmental Agency is a duly organized and
existing political subdivision or body politic of the
Commonwealth of Kentucky validly existing under the
Constitution and statutes. of the Commonwealth of Kentucky.

2) The Assistance Agreement has been duly executed
and delivered by the Governmental Agency and is a valid and
binding obligation of the Governmental Agency enforceable in
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accordance with its terms, except to the extent that the
enforceability thereof may be limited by equitable principles
and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or
affecting the enforcement of creditors'ights or remedies
generally.

3) The Governmental Agency has all necessary power
and authority (i) to enter into, perform and consumate all
transactions contemplated by the Assistance Agreement, and (ii)to execute and deliver the documents and instruments to be
executed and delivered by it in connection with the
construction of the Project.

4) The Service Charges, as defined in the Assistance
Agreement, are in full force and effect and have been duly and
lawfully adopted by the Governmental Agency.

5) The execution and delivery of the Assistance
Agreement and the performance by the Governmental Agency of its
obligations thereunder does not and will not conflict with,violate or constitute a default under any court or
administrative order, decree or ruling, or any law, statute,
ordinance or regulation, or any agreement, indenture, mortgage,lease, note or other obligation or instrument, binding upon the
Governmental Agency, or any of its properties or assets. The
Governmental Agency has obtained each and every authorization,
consent, permit, approval or license of, or filing or
registration with, any court or governmental department,
commission, board, bureau, agency or instrumentality, or anyspecifically granted exemption from any of the foregoing, that.is necessary to the valid execution, delivery or performance bythe- Governmental Agency -of-the Assistance Agreement and the
imposition of the Service Charges.

6) To the best of my knowledge after due inquiry
there is no action, suit, proceedings or investigation at law
or in equity before any court, public board or body pending or
threatened against, affecting or questioning (i) the valid
existence of the Governmental Agency, (ii) the right or title
of the members and officers of the Governmental Agency to their
respective positions, (iii) the authorization, execution,
delivery or enforceability of the Assistance Agreement or the
application of any monies or security therefor, (iv) the
construction of the Project, (v) the validity or enforceability
of the Service Charges or (vi) that would have a material
adverse impact on the ability of the Governmental Agency to
perform its obligations under the Assistance Agreement.

7) None of the proceedings or authority heretofore
had or taken by the Governmental Agency for the authorization,
execution or delivery of the Assistance Agreement has or have
been repealed, rescinded, or revoked.
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8) All proceedings and actions of the Governmental
Agency with respect to which the Assistance Agreement is to be
delivered were had or taken at meetings properly convened and
held in substantial compliance with the applicable provisionsof Sections 61.805 to 61.850 of the Kentucky Revised Statutes.

Very truly yours,
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EXHIBIT F

TO ASSISTANCE AGREEMENT BETWEEN

("GOVERNMENATAL AGENCYII) AND
THE KENTUCKY INFRASTRUCTURE AUTHORITY

Total Loan to be Repaid by
Governmental, Agency to
Kentucky Infrastructure Authority

Principal and Interest Payable
on Each and



It is understood and agreed by the parties to this
Assistance Agreement that this Exhibit F is an integral part of
the Assistance Agreement between the Governmental Agency and

the Kentucky Infrastructure Authority.

IN WITNESS WHEREOF, the parties have caused this
Exhibit F to Assistance Agreement to be executed by their
respective duly authorized officers as of the date of said

Assistance Agreement.

KENTUCKY INFRASTRUCTURE AUTHORITY

By

Title

Governmental Agency

By

Title

ATTEST

Title

F-2



EXHIBIT G

ADDITIONAL COVENANTS AND AGREEMENTS

NONE



RESOLUTION 93:73

RESOLUTION OF THE MOUNTAIN WATER DISTRICT APPROVING
AND AUTHORIZING AN ASSISTANCE AGREEMENT BETWEEN THE
MOUNTAIN WATER DISTRICT AND THE KENTUCKY
INFRASTRUCTURE AUTHORITY.

WHEREAS, the Board of Commissioners, ("governing
authority") of the Mountain Water District, ("Governmental
Agency" ) has previously determined that it is in the public
interest to acquire and construct certain water facilities and
improvements to the Governmental Agency's Water System (the
"Project" ) and

WHEREAS, the Governmental Agency has made application
to the Kentucky Infrastructure Authority (the "Authority" ) for
the purpose of providing monies to construct the Project; and

WHEREAS, in order to obtain such monies, the
Governmental Agency is required to enter into an Assistance
Agreement with the Authority;

NOW, THEREFORE, BE IT RESOLVED by the Mountain Water
District, as follows:

SECTION 1 ~ That the governing authority hereby
approves and authorizes of the Assistance Agreement between the
Governmental Agency and the Authority substantially in the form
on file with the Governmental Agency for the purpose of
providing the necessary financing to the Governmental Agency
for the Project.

SECTION 2. That any officer of the Governmental
Agency be and hereby is authorized, directed and. empowered to.
execute necessary documents or agreements, and to otherwise act
on behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at
the earliest time provided by law.

ADOPTED on September 16, 1993.

Presiding &ficer



CERTIFICATE

I, the undersigned, hereby certify that I am the duly
qualified and acting Recording Officer of the Mountain Water
District; that the foregoing is a full, true and correct copy
of a Resolution adopted by the governing authority of said
District at a meeting duly held on September 16, 1993; that
said official action appears as a matter of public record in
the official records or journal of the governing authority;
that said meeting was held in accordance with all applicable
requirements of Kentucky law, including KRS 6 1 . 8 10, 61.8 15,
61 .820 and 61 .825; that a quorum was present at said meeting;
that said official action has not been modified, amended,
revoked or repealed and is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature this 16th
day of September I 1993 ~

7 Rejdrting Officer



MOUNTAIN WATER DISTRICT
MONTHLY MEETINGC

9-16-93

A regular meeting of the Commissioners of the Mountain Water District

was held at 10:00 A.M., September 16, 1993 at the US 119 Winn's Branch office

located in Pike County, Kentucky.

A quorum of duly appointed Commissioners were present. Those
Commission-'rs

present were: Jim C. Justice, Rudy Pollis, Leon Huffman, Gayle Pinson and
I

I

Toni Akers. Others attending the meeting were: Ernest R. Chancy, Doug Griffin,

Doug Woods, Deloris A. Cauley, Rick Hartley, Kevin McAnallen, William Horton,
1

Debbie gotten, Imogene Mnlline end Rhonde Mnlline.

Chairman Huffman called the meeting to order at 10:00 A.M. ~

Approval of the Minutes was the first item on the agenda. The Commis-

sioners reviewed the Minutes . Commissioner Pinson made a motion to accept the

Minutes with the noted change of showing Commissioner Jim C. Justice absent at

the Special Called Meeting instead of being present, Commissioner Pollis second-

ed the motion. Vote was unanimous. (Resolution 93:72)

Three visitors attended the meeting from Anderson Fork of Indian Creek.

These visitors were: Debbie 6 William Horton and Imogene Mullins. Debbie

Horton informed the Commissioners that they had gotten a petition up that has

nine of the eleven residents of Anderson Fork on it that wanted the water. Ms.

Horton stated that the hollow was approximately 1) miles long. Doug Griffin

stated that he would check on the maps and see how close to the pump staion

this hollow is and if the residents could be given the required pressure. Chair-

.man Huffman informed the visitors that we would take a look at this area and

see if we could help them . Mr. Chancy stated that after all work was done on

the Indian Creek project we would take a look at the situation and see if there

was enough money left to do a line here if we could give them the required pres-

sure. Chairman Huffman thanked the visitors for attending the meeting and as-

sured them that we would take a look at this area and let them know what could



or could not be done.

Kevin McAnallen of Walter P. Walters Insurance Co. attended the meeting

to discuss a new insurance plan with the Commissioners. This insurance plan is

called the "cafeteria plan" . This plan helps an employee if he has to pay

partial fees on the insurance the employment provides'his plan allows the

employee to pay their part of the benefits and then to have taxes deducted out

of the remaining pay instead of the whole amount. Mr. McAnallen also informed

the Commissioners that this plan would give the employees more take home pay

than they have at the present time Mr. McAnallen introduced two new plans

that are also carried by the same company that has the cafeteria plan, these

new insurance plans include a Cancer/Dread disease plan and also a Voluntary
I

Family Accident plan . Chairman Huffman asked Mr. McAnallen about the Life

insurance Mountain Water provides for the employees . This Life insurance is

for $20,000 , Chairman Huffman questioned what amount of taxes the
employees'amily

would have to pay on that amount if the employee died . Mr. McAnallen

stated that to his knowledge no taxes were to be paid on anything up to $ 50,000

Mr. McAnallen asked the Commissioners if they would have any objection to him

talking to the employees to see how many would be interested in these plans.

Mrs Chancy stated that he thought we should wait until we see what the new laws

regarding health insurance would be. Mr- ~ McAnallen stated that regardless of

the laws coming out he felt that it would be four or five years before they

would be put into action. All Commissioners agreed that they had no problem

with Mr. McAnallen talking to the employees to see how many were interested in

this plan.

The next item on the agenda was the KIA Assistance Agreement Fund B2

for Indian Creek. Mr. Chancy stated that several months ago we were supposed

to approved this Assistance Agreement but for some reason or other it was

never done. This Assistance Agreement is for the Indian Creek Project and the

work is already being done. The Commissioners reviewed this Assistance Agree-

ment . Commissioner Justice made a motion to approve the KIA Assistance Agree-

ment, Commissioner Akers seconded the motion. Vote was unanimous. (Resolution

93:73)



Mr. Chancy informed the Commissioners that because the KIA Assistance

'greement had not been signed and returned the contractors on the Indian Creek

project will not get paid for the work they have already done until this agree-

ment is processed. Mr. Chancy suggested that Mountain Water District borrow

$ 140,000 from the First National Bank and go ahead and pay the contractor for
the work already done. Mr. Chancy stated that we have $255,000 in what we call
the "slush fund" at the First National Bank , therefore the bank would only

charge us 2Z on this loan. Mr. Chancy suggested getting this loan for 60 days,
~

by that time the money should be in from the KIA . Commissioner Justice made

a motion to authorize Mr. Chancy or Chairman Huffman to borrow $ 140,000 from

the First National Bank for 60 days, Commissioner Pollis seconded the motion.

A rom call vote was then taken:

Leon Huffman — Yes
Gayle Pinson — Yes
Jim Justice — Yes
Toni Akers — Yes
Rudy Pollis — Yes

Vote was unanimous. (Resolution 93:74)

The extension of the loan at the First National Bank was then discussed.
Mountain Water District had previously borrowed $300,000 from the First Nation-

al Bank to pay for the old Marrowbone bonds . This loan recently became due.
I

Chairman Huffman had the loan extended for six months more . Commissioner

Pinson made a motion to authorize the extension of this loan, Commissioner

Pollis seconded the motion. Vote was unanimous. (Resolution 93:75)
Mountain Water District billing for line breaks was then discussed.

Commissioner Justice stated that recently the Pike Fiscal Court had received

two bills for lines broken by the County workers. Commissioner Justice stated
that Judge Rutherford informed him that the County did not pay for these breaks

because they had an understanding that if the County workers broke a line they

would not be required to reimburse Mountain Water for the labor, etc because

the County in turn did not bill Mountain Water for any roads they messed up

while laying waterlines or repairing leaks. Commissioner Justice inquired if



this information was correct or not. Mr. Chancy stated that no agreement had

ever been made with the County concerning this to his knowledge. Commissioner

Justice stated that the County was definitely the loser on a deal such as this
I

because repairing the roads was a larger expense than repairing the water line.

All Commissioners agreed that an agreement such as this would be to Mountain

Waters'dvantage. Commissioner Pollis made a motion to send a letter to the

Fiscal Court stating that it is, our understanding we will have a reciprocal

agreement with the County regarding the -repairing of our own lines broken by
I

~l them on the condition that they repair the roads Mountain Water messes up due

to water line construction or repair, Commissioner Justice seconded the motion.

Vote was unanimous. (Resolution 93:76) Commissioner Akers sta-"ed that whom-

ever did the construction and clean up on Left Fork of Caney had done a bad job

I of repairing the road and clean up. Doug Woods informed the Commissioners that

the Construction crew had been working in this area but was not finished . Mr.

Woods stated that after the men were through in this area he would make sure it
was cleaned up and repaired.

The next item on the agenda was approval of the bills. The Commissioners

reviewed the bills. Chairman Huffman informed the other Commissioners that

the bill for Chester Smith would be paid out of the Multi Project account.

Commissioner Akers made a motion to pay all bills as the money becomes avail-

able, Commissioner Justice seconded the motion. Vote was unanimous. (Resolution
l93.77)

The closings of the Multi Area Project contracts //29 and /131 were

then presented to the Commissioners for approval. Commissioner Justice made a

motion to approve the Closing of the Multi Project Contracts //29 and /131

Commissioner Pollis seconded the motion. Vote was unanimous. (Resolution

93:78)

The Indian Creek CDBG Draw was then put before the Commissioners for

approval. All Commissioners reviewed the Draw invoices. Commissioner Akers

made a motion to approve this Draw, Commissioner Justice seconded the motion.

Vote was unanimous. (Resolution 93:79)

The Public Service Commission is having a training seminar for Commis-



sioners at the Jenny Wiley State Park on October 7, 1993 from 8:30 A.M. till
3:30 P.M.

Mr. Chancy informed the Commissioners that they need to decide whom

they would like to represent them as Local and Bond Counsel for the Ferrells

Creek Project and also for the Elkhorn Creek project. Commissioner Justice

made a motion to hire Rick Bartley as Local Counsel and Rubin & Hays as Bond

Counsel for the Ferrells Creek Project, Commissioner Akers seconded the motion.

A row call vote was taken on the motion:

Toni Akers
Jim Justice
Gayle Pinson
Rudy Pollis
Leon Huffman

Yes
Yes
Yes
Yes
Yes

Vote was unanimous. (Resolution 93:80) Commissioner Akers made a motion to

hire Rick Bartley as Local Counsel and Rubin & Hays as Bond Counsel for the

Elkhorn Creek Project, Commissioner Pinson seconded the motion. A row call vote

was taken on the motion:

Leon Huffman

Toni Akers
Gayle Pinson
Jim Justice
Rudy Pollis

Yes
Yes
Yes
Yes
Yes

i Vote was unanimous. (Resolution 93:81)

Purchasing retirement was then discussed by the Board of Commissioners.

Mr. Chancy informed the Commissioners that when Mountain Water was first formed

we did not have retirement. Mr. Chancy stated that the retirement system has

agreed to let Mountain Water and the employees buy back the years of service

prior to purchasing the retirement. Mr. Chancy stated that Mountain Water coulc.

pay their share for the employee and give the employee a company loan and pay it

back by payroll deductions. The cost of this is approximately $84,560 not in-

cluding the loans for the employees. Commissioner Justice stated that he had

no problems with purchasing the time previously served but he wondered what

action would be taken if the employee quit Mountain Water before his/her loan



was paid back to the company. Chairman Huffman stated that he thought we could

have an attachment put against the retirement until this loan was paid off.

Mr. Rick Bartley stated that Mountain Water could get a promissary note from

each employee. All Commissioners agreed for Deloris to get an update on the

figures for purchasing this time for Mountain Water and the employee and find

out if the employee is agreeable to borrowing that amount.

The next item on the agenda is promotion to crew chiefs. Mr. Chancy

withdrew this item from the agenda because when the Phelps project is completed~

we will have to regroup the men in order to have the area covered adequately.

Installing a new pump station above the mall was then discussed. Doug

Griffin informed the Commissioners that as they are aware we are having problems

in the Pond Creek area with pressure . Mz. Griffin stated that we need to

realign the pump stations. We need new pumps near Bent Mt., we need to add a

pump station between Hardy and the mall . We could take the new pumps out of

the new pump station and put them at Sharondale and put the old pumps out of

Sharondale into the new station to correct our problems. Commissioner Pollis

made a motion to approve of this new pump station, Commissioner Akers seconded

the motion. Vote was unanimous. (Resolution 93:82) The approximate cost for

doing this pump station is $28,000 . Construction will begin within a month

to six weeks. Commissioner Akers asked why we always use Westfall on our pump

stations instead of other people. Mr. Griffin informed the Commissioners that

most of the work Westfall has done for us has been in connection to the contract,—

ors on projects. Mr. Griffin also stated that Westfall and a company from Indiana

was the only ones to bid on our work.
I

The assumption of the Executive Directors duties was then dicussed.

Mr. Chancy informed the Commissioners that in the case of his absence an assump-

tion of his duties needed to be taken over by the Chairman and in the case that

the Chairman is also absent the duty needs to fall to the Secretary. Commissior.er

Akers made a motion to allow the Chairman of the Board to assume the Executive

Directors duties in the case of his absence, Commissioner Pollis seconded the

motion. Vote was unanimous. (Resolution 93:83)



Mr ~ Chancy informed the Board of Commissioners that regarding the law-

suit with the City of Pikeville a hold had been put on the case due to our

attorney Jack Page passing away. Mr. Chancy stated that he felt we should get

Rick Bartley to file a motion asking that no decision be made on this case until

the Supreme Court makes a ruling on the case they are currently hearing about

a City raising the water rates within PSC approval. Commissioner Akers made

a motion to authorize Rick Bartley to file a motion with the court asking them

to make no decision until the Supreme Court makes a ruling on the other case,

Commissioner Pollis seconded the motion. Vote was unanimous. (Resolution 93:

84)

Commissioner comments was the final item on the agenda, Chairman Huff-

man stated that we need to check with PSC concerning the collection of sewer

bills with water bills
Commissioner Pollis asked how much business we are giving Wilson Equip-

ment a year. Mr. Chancy stated that he did not know an exact dollar figure

but it was quite a bit of money. Commissioner Pollis stated that he would like

for us to find someone else to service and repair our backhoes. Commissioner

Pollis also commented on the cleanliness of the trucks now. The Commissioners

commended Doug Woods on cleaning his car also.

Commissioner Pollis informed the Board of Commissioners that a few weeks

ago an accident occurred where an employee was passing a truck on the four lane

highway and he hit a rock in the road and busted two tires . Commissioner Polli',s

stated that he would like to know why this happened. Mr. Chancy informed the

Commissioners that the State Police said that in their opinion the highway de-

partment would have to reimburse us for the tires. The Commissioners instructec.

Doug Woods and the supervisor to give a written report on this accident at the

next monthly meeting.

Chairman Huffman stated that he would like to set up a work session

on September 29th at 10:00 A.M. if all other Commissioners were agreeable. All

Commissioners agreed to the work session.

There being no futher business to come before the Commissioners, the

meeting was then adjourned.



KENTUCKY INFRASTRUCTURE AUTHORITY
JULY 24, 1991 -- 1:00 PM

A meeting of the Kentucky Infrastructure Authority was called to
order by Ms. Sally Hamilton, alternate for Chairman L. Rogers
Wells, Jr., at 1:00 p.m., July 24, 1991, in Room 285 of the
Capitol Annex, Frankfort, Kentucky.

Other members present were: Mr. John Nichols, Proxy for Secretary
Carl Bradley, Natural Resources and Environmental Protection
Cabinet; Secretary Gene Royalty, Cabinet for Economic
Development; Commissioner Lee Troutwine, Department of Local
Government; Mr. John Butts, Franklin, Kentucky; Mr. Wayne Wells,
Campbellsville, Kentucky; and Mr. Raymond Bradbury, Inez,
Kentucky.

Ms. Hamilton, noting that a quorum was present and the press had
been notified, called the meeting to order.

Ms. Hamilton called for a motion to approve the minutes of the
Kentucky Infrastructure Authority on June 20, 1991, and the
Executive Committee on July 18, 1991. Commissioner Troutwine
moved to approve the minutes, Mr. Bradbury seconded and motion
Carried.

A RESOLUTION OF THE KENTUCKY INFRASTRUCTURE AUTHORITY
ESTABLISHING THE FUND A AND FUND B "INDEX RATE" FOR THE
PERIOD JULY lg 1991~ THROUGH SEPTEMBER 30~ 1991

Dr. James R.. Ramsey, Executive Director, KIA, presented a review
of the resolutions The Fund A Index Rate will be 2.0 percent for
the below median income rate and 4.0 percent for the above median
income rate. The Fund B Index Rate will be 3.0 percent. for the
below median income rate and 5.0 percent for the above

median.'ncomerate. Mr. Wells moved to approve the resolution,
Mr. Butts seconded.and motion Carried.

A RESOLUTION OF THE KENTUCKY INFRASTRUCTURE AUTHORITY
ADOPTING AN INTENDED USE PLAN FOR THE WASTEWATER
REVOLVING FUND, AND APPROVING THE FILING OF AN
APPLICATION WITH THE UNITED STATES EPA FOR THE FISCAL
1990-91 CAPITALIZATION GRANT TO THE WASTEWATER
REVOLVING FUND

Dr. Ramsey presented a review of the resolutions The Intended
Use Plan (IUP) will identify the goals and activities of theState Revolving Fund. A public hearing for comments on the draft
IUP will be held July 29, 1991, and soon afterwards the
application will be submitted to the Environmental Protection
Agency for funding. Mr. Wells moved to approve the resolution,
Mr. Butts seconded and motion Carried.
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A RESOLUTION ( 1991 SERIES C) OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING THE EXECUTION OF A
SERIES TRUST INDENTURE, DATED AS OF AUGUST 1, 1991, BY
AND BETWEEN THE AUTHORITY AND FIRST KENTUCKY TRUST
(TRUSTEE); PROVIDING FOR THE ISSUANCE OF 1991 SERIES C
KIA INFRASTRUCTURE REVOLVING FUND PROGRAM REVENUE BONDS
UNDER THE TERMS OF THE GENERAL TRUST INDENTURE AND SAID
SERIES TRUST INDENTURE; PROVIDING FOR THE PAYMENT OF
THE PRINCIPAL OF AND INTEREST ON SAID 1991 SERIES C
REVENUE BONDS; AUTHORIZING THE SALE OF SAID 1991 SERIES
C REVENUE BONDS; AND REPEALING ALL RESOLUTIONS OR PARTS
THEREOF IN CONFLICT WITH THE PROVISIONS HEREOF

A RESOLUTION (1991 SERIES D) OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING THE EXECUTION OF A
SERIES TRUST INDENTURE, DATED AS OF AUGUST 1, 1991, BY
AND BETWEEN THE AUTHORITY AND FIRST KENTUCKY TRUST
(TRUSTEE); PROVIDING FOR THE ISSUANCE OF 1991 SERIES D
KIA INFRASTRUCTURE REVOLVING FUND PROGRAM REVENUE BONDS
UNDER THE TERMS OF THE GENERAL TRUST INDENTURE AND SAID
SERIES TRUST INDENTURE; PROVIDING FOR THE PAYMENT OF
THE PRINCIPAL OF AND INTEREST ON SAID 1991 SERIES D
REVENUE BONDS; AUTHORIZING THE SALE OF SAID 1991
SERIES D REVENUE BONDS; AND REPEALING ALL RESOLUTION OR
PARTS THEREOF IN CONFLICT WITH THE PROVISIONS HEREOF

A RESOLUTION (1991 SERIES D) OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING THE EXECUTION OF A
SERIES TRUST INDENTURE g DATED AUGUST 1 I 1991 I BY AND
BETWEEN THE AUTHORITY AND FIRST KENTUCKY TRUST
(TRUSTEE); AUTHORIZING AND RATIFYING THE EXECUTION OF
THE ASSISTANCE AGREEMENTS WITH GOVERNMENTAL AGENCIES
PARTICIPATING IN THE AUTHORITY'S GOVERNMENTAL AGENCIES
PROGRAM; PROVIDING FOR THE ISSUANCE OF KIA GOVERNMENTAL
AGENCIES PROGRAM REVENUE BONDS 1991 SERIES D UNDER THE
TERMS OF THE GENERAL TRUST INDENTURE AND SAID SERIES
TRUST INDENTURE; PROVIDING FOR THE PAYMENT OF THE.
PRINCIPAL OF AND INTEREST ON SAID 1991 SERIES D BONDS;
AND REPEALING ALL RESOLUTIONS OR PARTS THEREOF IN
CONFLICT WITH THE PROVISIONS HEREOF

Dr. Ramsey presented a review of the three above referenced
resolutions. Dr. Ramsey noted that KIA anticipates going to the
bond market on August 6, 1991, to raise a total of approximately
$ 20 million of funding for the Fund B and Fund C programs for
projects which have been approved by the KIA. Mr. Butts moved to
approve all three resolutions; Commissioner Troutwine seconded
and motion Carried.
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AN AMENDMENT OF AN INFRASTRUCTURE REVOLVING LOAN
( FUND B) TO JEFFERSON COUNTY/KROGER

Ms . Lynn Travis, KIA, presented the amendment. KIA will fund the
sewer portion only of the project. The loan will increase butwill not affect the cash flow. KIA recommends the amendment
based on the five conditions stated in the previous credit
analysis. Mr. Wells moved to approve the amendment; Mr. Butts
seconded and motion Carried.

A RESOLUTION OF THE KENTUCKY INFRASTRUCTURE AUTHORITY
AUTHORIZING ISSUANCE OF A WATER RESOURCES LOAN
(FUND B2) OF $337,760, TO THE MOUNTAIN WATER DISTRICT,
PIKE COUNTY, FOR WATER SYSTEM IMPROVEMENTS

Mr. Glenn Oldham, DLG, presented a review of the resolution.
Current, water lines do not provide adeguate service to the
customers. The proposed project will provide new water lines and
serve 458 new customers along KY-610, Indian Creek and Long Fork.
Ms . Travis gave the credit analysis. The project does cash flow
and KIA recommends approval based on the condition of a 20 year
repayment. Mrs Bradbury moved to approve the resolution;
Mr. Butts seconded and motion Carried.

A RESOLUTION OF THE KENTUCKY INFRASTRUCTURE AUTHORITY
AUTHORIZING ISSUANCE OF A FEDERALLY ASSISTED WASTEWATER
REVOLVING LOAN (FUND A) OF $2~429~000'O THE BOYD
COUNTY FISCAL COURT, BOYD COUNTY, FOR NEW WASTEWATER
COLLECTION SYSTEM

Mr. Bill Gatewood, DOW, noted the project has the possibility of
eventually eliminating 48 package treatment plants. The first
part of the project will eliminate 25 of these plants and serve
291 residential customers. The wastewater will be sent to the
City of Ashland for treatment. DOW recommends project for
approval. Mr. Chris Bowling, KIA, gave the credit analysis. The
annual debt service will be based on 4.0: for 20 years.
Mr. Bowling noted that once the project, is complete, Boyd Countywill enter into agreements with several parties for operation,
maintenance and treatment of the effluent'IA recommends
approval of the project based on the six conditions listed in thecredit analysis. Commissioner Troutwine moved to accept the
resolution; Mr..Bradbury seconded and motion Carried.

A RESOLUTION OF THE KENTUCKY INFRASTRUCTURE
AUTHORITY'UTHORIZINGISSUANCE OF A GOVERNMENTAL AGENCIES PROGRAM

LOAN (FUND C) OF $140g577g TO THE CITY OF WALTON .BOONE
COUNTY, FOR WATER AND SEWER LINES

Mr. Eric Coffman, KIA, presented a review of the resolution. The
proposed project will extend water lines and construct a new
sewer system to the location of the Sumitomo/Ogiso Corporation
Manufacturing Projects The proposed infrastructure will be
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capable of serving another 68 acres adjacent to the site which is
planned as an industrial park. The annual debt service will be
an estimated 8.0% for 20 years. Mr. Wells moved to approve the
resolution; Secretary Royalty seconded and motion Carried.

A RESOLUTION OF THE KENTUCKY INFRASTRUCTURE AUTHORITY
AUTHORIZING ISSUANCE OF A GOVERNMENTAL AGENCIES PROGRAM
LOAN (FUND C) OF $361,200, TO THE CITY OF
TOMPKINSVILLE~ MONROE COUNTYi FOR WASTEWATER SYSTEM
IMPROVEMENTS

Mr. Coffman presented a review of the resolution. This project
will provide service to 81 new sewer customers and provide for
improved screening and less maintenance at the existing
wastewater treatment plant. KIA recommends approval of this
project based on the condition of the implementation of a 10%
across the board increase in water and sewer rates, such that
revenues are created to sufficiently cover all operation and
maintenance and debt. service costs. Mr. Bradbury moved to
approve the resolution; Mr. Butts seconded and motion Carried.
Ms. Marilyn Eaton, KIA, presented an update on the Salt River
Water District (SRWD). SRWD is currently making installment
payments. The Kentucky Turnpike Authority is interested in
merging with SRWD and asking PSC to approve the merger. They arealso requesting interest payments be deferred for 1 1/2 years toassist SRWD in repaying its debt. Peck, Shaffer & Williams is
looking into the legal aspects of the projects One of three
pending lawsuits has .been decided against SRWD. Dr. Ramsey notedthat KIA staff have met with representatives from SRWD, Kentucky
Turnpike Authority and Louisville Water District and feel the
merger would be a financial boost to the SRWD.

A status report was included in the KIA board book regarding thestatus of Funds A, B, B2, C and D. Fund A: Total Funds
Committed: $52,132,023, Balance Available: $ 13,883,379. Fund B:
Total Funds Committed: $ 21,551,787, Balance Available:
$ ( 1,551,787) . Fund B2: Total Funds Committed: $ 337,760, Balance
Available: $ 29,662,241. Fund C: Total Funds Committed:
$ 35,077,736, Total Project Amount: $ 60,127,225. Fund D: Total
Funds Committed: $ 14,074,000, Balance Available: $ 7,926,000.
Mr. Gatewood handed out a DOW loan project status sheet as of
7/24/91.
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A RESOLUTION RECOGNIZING CONTRIBUTIONS BY JOHN CRUSE
MERCHANT TO THE AUTHORITY

Dr. Ramsey presented a resolution in recognition of contributions
made to the Authority by Mr. John Merchant, Office of Legal and
Legislative Services. Mr. Merchant will be leaving the office to
work with Peck, Shaffer 6 Williams. Mr. Wells moved to accept
the resolution; Secretary Royalty seconded and motion Carried.

With no further business, meeting adjourned.

Su+mitted
Gordon L. Mull s
Secretary surer
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August 21, 1991

Mr. Leon Huffman
Chairman, Mountain Water District
Post. Office Box 1469
Pikeville, Kentucky 41501

KENTUCKY INFRASTRUCTURE AUTHORITY
WATER RESOURCES LOAN

CONDITIONAL LOAN COMMITMENT B291-01
WATER SYSTEM IMPROVEMENTS

Dear Mr. Huffman:

The Kentucky Infrastructure Authority ("KIA") commends yourefforts to promote economic development and improved publicservice facilities in your community. Your loan application to
the KIA for construction of new water line extensions, three
water storage tanks and two booster pump stations was approved bythe Authority July 24, 1991. The total cost of the project shall
not exceed $2,712,760 of which the KIA loan shall provide up to
$ 337,760. Other anticipated funding for the project is reflected
in the Attachment A. The final loan amount will be equal to the
KIA portion of estimated project amount applied to the actual
project cost. Attachment A incorporated herein by reference
fully describes the project.
A loan agreement will be executed between the Authority and the
Mountain Water District upon satisfactory performance of the
conditions set forth in this letter. A period of eleven (11)
months from the date of this letter, July 21, 1992, will be
allowed for you to meet the conditions and enter the loan
agreement. A one time extension may be granted with acceptablejustificat,ion. Funds will be available for disbursement onlyafter execution of the loan agreement.

The loan agreement, and this commitment shall be subject, but not
limited to the following terms:

1. The KIA project loan shall not exceed $ 337,760.
2. The loan shall bear interest at the rate of 3.0% per

annum commencing with the first draw of funds.

An Equal Opportunity Employer M/F/H
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3. The loan shall be repaid over a period of 20 years from
the date this loan is closed.

'I

Interest shall be payable on the amount of actual funds
received commencing six months from the initial draw of
funds and each six months thereafter until the loan is

repaid'.

Principal shall be payable semi-annually commencing one
year from the closing date of the loan or project
completion.

6. A loan servicing fee of two-tenths of one percent of
the annual outstanding loan balance shall be payable to
the Authority as a part of each interest payment.

7. Annual revenues equalling ten percent of the annual
debt service on this loan shall be set aside in a
repair and maintenance fund until such fund has a
balance equal to five percent of the original loan
amount.

8. Loan funds will be disbursed after execution of the
loan agreement as project cost is incurred.

9. The final loan agreement must be approved by the water
district board.

10. Prior to project closeout you shall provide a written
description of the economic development benefits
derived from the project,.

The following is a list of the standard conditions to be
satisfied prior to execution of the loan agreement or
incorporated in the loan agreements Items 1 through 7 must be
provided- to the Department of Local Government and Items 8 and 9
shall be provided directly to the KIA.

1. Upon completion of final design of the facilities in
the attached project description, favorable approval
shall be obtained of such design by all appropriate
parties as required by Kentucky statute or
administrative regulation. Proof of approval must be
sent to DLG.

2. The Department for Local Government should be consulted
prior to preparation of bidding spec'ifications for
guidance on federal or state requirements. One
important point in this regard, is that projects funded
by the Authority may or may not require payment of
state prevailing wage rates'egal counsel should be
sought on this issue.
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3. Applicant must provide to DLG a bid certification from
their legal counsel stating that they have prepared
construction specifications in accordance with all
applicable state or federal wage rate laws, and that
the bidding procedures used are in compliance with
applicable federal and state law.

4, Documentation of final funding commitments from all
parties other than the Authority as reflected in the
Attachment A description shall be provided to DLG
prior to pre-closing the Authority loan and
disbursement of the loan moneys. Rejections of any
anticipated project funding shall be immediately
reported to DLG and may cause the loan to be subject to
further consideration.

5. Upon receipt of construction bids a tabulation of such
bids and engineer's recommendations on compliance with
bid specifications and recommendation for award, shall
be forwarded to DLG for final approval. DLG shall
provide information to the Authority for sizing of the
loan.

6. All easements or purchases of land shall be completed
prior to commencement of construction and reported to
DLG.

7. Based on the final "as bid" project budget the
community must provide .to the Authority satisfactory
proof based on then existing conditions that the
revenue projections in the attached descriptions are
still obtainable and that projections of operating
expenses have not materially changed.

8. Any required adjustment in utility service rates shall
be adopted by ordinance by the city counsel or
appropriate governing board and provided to the
Authority. A public hearing on the proposed rate
adjustment shall be held 30 days prior to the adoption
of the service rate ordinance. Any required approvals
by the Kentucky Public Service Commission shall be
obtained.

The following is a list of the special conditions to be satisfied
prior to execution of the loan agreement or incorporated in the
loan agreement. Please provide the item directly to KIA.

The Mountain Water District must submit a written
letter agreeing to a 20 year payback as opposed to 30
years.
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Please inform the Authority of any changes in your financing plan
as soon as possible. We will assist you in a final evaluation of
the financing plan when construction bids are available. We wish
you every success for this project which will benefit both your
community and the Commonwealth as a whole.

Sincerely,

s R. Ramsey
utive Director

JRR/LT/sj

Attachment

c Libby McManis, Department of Local Government
Roger Peterman, Peck, Shaffer & Williams
Will Linder, Will Linder E Associates
Doug Griffin, Kenvirons Engineers, Inc.

Please sign and return a copy of this letter indicating your
acceptance of this commitment and its terms.

Ace~ed
~ zc. i99)

~ Da<e



KENTUCKY INFRASTRUCTURE AUTHORITY
WATER RESOURCES LOAN (FUND B2)

MOUNTAIN WATER DISTRICT I PIKE COUNTY
CREDIT ANALYSIS

I. PROJECT DESCRIPTION
(Indian Creek Water Project)

A. The proposed project will provide new water lines along
KY-610, Indian Creek and Long Fork, serving 548 new
customers. 'n addition, the project will provide
increased pressure and an ample water supply to 245
existing customers on an undersigned 4" line with
supply and pressure problems. A total of 3 water
storage tanks as well as 2 booster pump stations will
also be constructed as part of the project.

ZI. PROJECT COST AND FUNDING

A.
B ~

C.
D.
E.
F.
G ~

H.
Z.

Acquisition
Construction (water lines)
Engineering Design
Engineering Inspection
Legal Fees
Planning
Administration
Capitalized Interest
Contingencies

TOTAL

12,000
2 I 118 I 150

149, 965
75,830
35,000
12,500
47,500
50,000*

211,815
$2 I 712I760

This amount includes interest on FmHA and KIA monies.

FUNDING

A ~

B ~

C.
D.
E.
F.

IZI. LOAN

A.
B.

C.

D.

FmHA (grant)
FmHA (loan)
CDBG (grant)
Pike County Cash
Tap-On-Fees (200 I $ 125)
KZA Loan (Fund B2)

TOTAL

L
Annual Debt Service

(20 yrs. 9 3.0%)
Administrative Fee

(.2% of loan amount)
Coverage for Maintenance

(10% of debt service )

22,703

675

2,270

SIZE AND DEBT SERVICE ESTIMATE
20 Years

oan Amount 337,760

900,000
600,000
750,000
100,000
25,000

337,760
$2,712,760

30 Years
337,760

17,232

675

1,723

TOTAL ANNUAL DEBT SERVICE
REQUIREMENT

25 g 648 $ 19I 630



IV. CASH FLOW ANALYSIS

See Attachment '1

V. FOOTNOTES
Most of the following estimates were provided by the
engineer.

2.
3.

5.

6.
7 ~

8.
9.

10.

12.
13.

For conservative purposes, revenues from existing
customers are being held .constant although an increase
is likely.
Existing rates are 3.6% over rates during 1990. The
increase'in revenues is $ 1,496,854 x 0.036 = $54,252.
The Dorton project (which is currently under
construction) will generate 400 new customers.
Revenues from those customers are 400 x $ 23.73/mo. x 12

$ 113,904'nly 8 months of revenue will be realized
in FY91 ~

The average number of customers during 1990 was 4943.
Presently, the customer count is 5400. Additional
customers equal 457. Assuming 300 are current users of
the Dorton project and 157 are on existing lines,
additional revenues = 157 x 12 x $23.73 = $ 44,707
548 new customers x 12 x $ 20.00/mo ~

= $ 131,520. 25% of
the revenue will be generated in FY92 with 100% in
FY93.
Expenses are held constant with additional expenditures
shown on a separate line.
Currently, the only outstanding bond debt is with the
Farmers Home Administration. The water district pays
FmHA approximately $20,000/month. Any additional debt
is recorded as a separate line item.
The interest due in FY92 is $ 4,500.
The KIA debt service reflects a 20 year payback.
$ 1,500,000 x 0.05929 x 1.2 = $ 106,700;,Interest due for
FY91 is $26,675.
$ 133/yr. x 548 new customers = $ 72,884. Only 15% of
the additional expense will be incurred FY91.
157 customers x $ 133/yr. = $ 20,881
400 customers x $ 133/yr. = $53,200. 30% of this
expenditure will be assumed for FY91

VI . GENERAL COMMENTS

A. The Mountain Water District is a political subdivision
of the Pike County Fiscal Court. Zt was formed from a
merger of four existing water districts — Marrowbone
Water District, Shelby Valley Water District, Pond
Creek Water District, and John's Creek Water District-
on June 30, 1986, and, at that time, assumed all assets
and liabilities or the existing water districts.

B. Water to the new customers will be provided from the
City of Pikeville Water Treatment Plant with a back-up
from the Marrowbone Treatment Plant.



C. In addition to the 548 new customers who receive water
as a direct result of this project and the 245 existing
customers who will, for the first time, have adequate
water volume and pressure, there will also be 2 public
schools (the J.RE Johnson Elementary School and the
Robinson Creek Elementary School) which will, for thefirst time, have adequate water pressure and supply to
serve the needs of these public schools.

D. The proposed project shall enhance the quality of life
for those households benefitting from a dependable,
potable ~ater supply. Commercial ventures or
industries relocating into the target area will have
access to adecuate water supplies and pressures which
will provide fi e protection to these ventures.

E ~ Rates for new customers will be the same as for all
Mountain Water District residential customers,
approximately $24.46 per month for 5,500 gallons of
water. These high rates are not uncommon in
mountainous areas where the costs of producing water
are 'ncreased due to the steep terrains and the need
for numerous storage tanks and pump

stations'.

Latest rate increase was December 13, 1990.

The Public Service Commission (PCS.C ~ ) shall review the
application for an order approving construction,
financing, and Certificate of Public Convenience and
Necessity.

H. Construction is anticipated to start March 1992 with
comp'etion 10 months later (December 1992).

Telephone:

Governmental Agency:
Name: Mountain Water District
Address: P.O. Box 1469

Pikeville, Kentucky 41501
Contact: Leon Huffman, Chairman or

.Ernie Chancy, Director
(606) 631-9162

J. Engineers:
Name:
Address:

Contact:
Telephone:

Kenvirons Engineers, Inc.
P.Q. Drawer V
452 Versailles Rd.
Frankfort, (entucky 40601
Doug Griffin
(502) 695-4357



Federal/State funds awarded to the
infrastructure during the last fiv

Project Source
Dorton Water Extension FmHA

CDBG
FmHA

AML
AML
AML
AML

CDBG
FmHA

ARC
KHC
ANL
ADD

FmHA
FmHA
FmM

ARC
CDBG

ADF

Raccoon Creek Water Ext.
Poor Bottom .Water Ext.
Chloe Creek Water Ext.
Big Creek Water Ext.
Blackbe ry Water Ext.
Grapevine Water Ext.

Douglas Apt. Phase I
Douglas Apt. Phase II
Pond Creek Water Project

L. Debtor's Obligations:

jurisdiction for
e years:

Amount
$ 1 I 501 I 265

744,005
1 ~ 000 I 000

175,000
1,200,000
5 I 200 ~ 000
2 I 000 I 000

750,000
800,000
500,000
200,000

1 I 300 I 000
75,000

945,000
850,000
713,000
500,000
650,000
40,000

$ 19,143,270

Bonds Pavable
FmHA Bond Payable (Shelby Valley)
FmHA Bond Payable (Pond Creek)
FmHA Bond Payable (Grapevine)
FmFM Bond Payable (Raccoon)
FmHA Bond Payable (Dorton; not closed)
EDA- Bond Payable (Payments have been
halted until completion of current
negotiations )

Notes Payable (3) to J.I. Case Credit
Note Payable (1) to Ford Motor Credit

VIE . RECOMMENDATZQH

Outstandinq
493,691
689,135
488,195

1,488,895
1 I 500 I 000

270,000

45,348
54,202

KIA staff recommends this project for approval based on a 20
year payback. The project cash flows under a 20 year term,
as opposed to 30 years, which would add an additional debt
service of roughly $ 6,000 per year.



MOUNTAIN ~ DZSTRZCT

CASH LOW ANALYSZS

PRO-PORMA

1989 1990 1991 1992 1993

EVEKIB:

CURBENT

Unmetezsd water reveaus

Mstszed sales - Residential
Metered sales - Commercial

Metered sales - Public Authorities
Mstezed salas - Multi'amily
Pize pratsccioa fees
Other water revenue

Zacerest iacome

Noa utility income

$883,608
I

$136,207
$60,338

$1,468
$1,119,954

$173,583
$84,331

$2,245
$127,538

$17,847
$ 18,681

$2,082
$92,492

$23,338
$15,066

$94/487 $115/435

$ 1,468

Sl/119/954

$ 173,583
$84,331

$ 115,435
$2,082

$92,492

$23,338

$15,066

$1,468
$ 1,119,954

$1,468

$1,119/954

$84, 33
1'115,

435

$2,082

$92,492

$23,338

$15,066

$84,331

$115,435

$2,082

$92,492

$23,338

$15,066

$173/583 $173/583

$1/340/953 $1/627/749 $1 627 749 $1 627/ 749 $1/ 627/ 749

PBCOECTZQNS

Anaualixsd race inczsase
Dortoa prof sct
Additional growth customers

sd prof ecc revenue

salsa due to additional)

$0

$0

$ 0

$0

$ 0

$0

$0

$0

$54, 252~

$75,936 5

$44,707 ~

$0

$54,252 $54/252

$113,904 $113,904

$44,707 $44,707

$32/ 880 $ 131/520

use by Mountain Top Baking $ 0 $0 $48,180 $48,180

$0 $ 0 $ 174/895 $293/923 $392/563

TOTAL PPQJECZZ3 REVENUES $1 340/953 $1/627/749 $ 1/802/644 $1/921/672 $2/020/312

Current operating expense

(aet of depreciation)
Curzsac debt service oa

bonds payable

Estimated debc service on EZA loan

$1~ 130/114 $1/369 067

$240/000 $240/000

$ 1/369/067 $1 369/067 $1/369/067

$240/000 $240/000 $240/000

approved ia Nov. 1990-Mt.Top Bakery

Estimated debt service oa New

KZA Loaa

Estimated debt sezvice oa FmBA loaa
Escimatsd debt service oa

$0

$0

$0

$ 0

$0

$ 0

$0

$15/910

$4,500 >

$0

$15,910

$25/648%

$35,074

Dortoa prof ecc
Estimated additional operation and

maintenance expense oa this profscc
Additional growth customer expense

Estimated additional OBM on

$0

$0

$0

$0

$0

$26, 675

9
$10,932

$20,881'+
$72,884

$20/881

$72,884

$20/881

$106,700 $106,700

the Dortoa pro)act $0 $0 $15/ 960 $53/200 $53,200

Z/ PjlCLTECTED CASH EXPENSE $1,370,114 $1,609/067 $1/683/515 $ 1/883/142 $1/939/364

TOTAL NET ZNCCNE CASH

(before depreciatioa)
($29/161) $ 18/682 $119/129 $38/530 $80,948



REED D. ANDERSON
ATTORNEY AT LAW

P. O. Box 280
Pikeville, Kentucky 41502

Office Telephone
(606) 432-4101

Fax Number
(606) 432-41Q

September 16, 1993

Kentucky Infrastructure Authority
075 Capitol Annex
Frankfort, Kentucky 40602

RE: Assistance Agreement by and between Kentucky
Infrastructure Authority and Mountain Water
District dated as of April 1, 1993

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to
the practice of law in the Commonwealth of Kentucky and is legal
counsel to the Mountain Water District, hereinafter referred to as
the "Governmental Agency". I am familiar with the organization and
existence of the Governmental Agency and the laws of the
Commonwealth applicable thereto. Additionally, I am familiar with
the infrastructure project (the "Project" ) with respect to which
the Assistance Agreement by and between the Kentucky Infrastructure
Authority (".Authority" ) and the Governmental Agency is being
authorized, executed and delivered.

I have reviewed the form of Assistance Agreement by and
between the Authority and the Governmental Agency, the resolution
or ordinance of the governing authority authorizing the execution
and delivery of said Assistance Agreement and the plans, designs
and specifications prepared by the engineers for the Governmental
Agency with respect to the Project.

Based upon my review I am of the opinion that:

(1) The Governmental Agency is a duly organized and
existing political subdivision or body politic of the Commonwealth
of Kentucky validly existing under the Constitution and statutes of
the Commonwealth of Kentucky.

(2) The Assistance Agreement has been duly executed and
delivered by the Governmental Agency and is a valid and binding
obligation of the Governmental Agency enforceable in accordance
with its terms, except to the "extent that the enforceability
thereof may be limited by equitable principles and hy bankruptcy,
reorganization, moratorium, insolvency or similar laws heretofore
or hereafter enacted relating to or affecting the enforcement of
creditors'ights or remedies generally.



Kentucky Infrastructure Authority
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(3) The Governmental Agency has all necessary power and
authority (i} to enter into, perform and consummate all
transactions contemplated by the Assistance Agreement, and (ii) to
execute and deliver the documents and instruments to be executed
and delivered by it in connection with the construction of the
Project.

(4) The Service Charges, as defined in the Assistance
Agreement, are in full force and effect and have been duly and
lawfully adopted by the Governmental Agency.

(5} The execution and delivery of the Assistance
Agreement and the performance by the Governmental Agency of its
obligations thereunder does not and will not conflict with, violate
or constitute a default under any court or administrative order,
decree or ruling, or any law, statute, ordinance or regulation, or
any agreement, indenture, mortgage, lease, note or other obligation
or instrument, binding upon the Governmental Agency, or any of its
properties or assets. The Governmental Agency has obtained each
and every authorization, consent, permit, approval or license of,
or filing or registration with, any court or governmental
department, commission, board, bureau, agency or instrumentality or
any specifically granted exemption from any of the foregoing, that
is necessary to the valid execution, delivery or performance by the
Governmental Agency of the Assistance Agreement and the imposition
of the Service Charges.

(6) To the best of my knowledge after due inquiry there
is no action, suit, proceedings or investigation at law or in
equity before any court, public board or body pending or threatened
against, affecting or questioning (i) the valid existence of the
Governmental Agency, (ii) the right or title of the members and
officers of the Governmental Agency to their respective positions,
(iii) the authorization, execution, delivery or enforceability of
the Assistance Agreement or the application of any monies or
security therefor, (iv) the construction of the Project, (v) the
validity or enforceability of the Service Charges or (vi) that
would have a material adverse impact on the ability of the
Governmental Agency to perform its obligations under the Assistance
Agreement.

(7) None of the proceedings or authority heretofore had
or taken by the Governmental Agency for the authorization,
execution or delivery of the Assistance Agreement has or have been
repealed, rescinded or revoked.
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(8) All proceedings and actions of the Governmental
Agency with respect to which the Assistance Agreement is to be
delivered were had or taken at meetings properly convened and held
in substantial compliance with the applicable provisions of
Sections 61.805 to 61.850 of the Kentucky Revised Statutes.

Res

Reed D. Anderson

RDA/lkm



Re: Assistance Agreement between the Kentucky
Infrastructure Authority ("KIA") and Mountain
Water District (the "Governmental Agency" )

GENERAL CLOSING CERTIFICATE OF GOVERNMENTAL AGENCY

In connection with the above-captioned Assistance
Agreement (the "Assistance Agreement" ), the Governmental
Agency, through its undersigned duly authorized officer hereby
certifies, represents, warrants and covenants as follows:

1. No event of default exists, or with the passage
of time will exist, under the Assist'.ance Agreement and the
representations and warranties set.forth in the Assistance
Agreement are true and correct as of the date hereof.

2. The Governmental Agency has examined and is
familiar with proceedings of the governing body of the
Governmental Agency approving the Assistance Agreement and
authorizing its negotiation, execution and delivery and such
proceedings vere duly enacted or adopt:ed at a meeting of the
governing body of the Governmeni al Agency at which a quorum was
present and acting throughout; such proceedings are in full
force and effect and have not been superseded, altered, amended
or repealed as of the date hereof; and such meeting was duly
called and held in accordance with law.

3. The Governmental Agency is a duly organized and
validly exist;ing water district and political subdivision of
the Commonwealth of Kentucky with full power to own its
properties, conduct, its affairs, enter into the Assistance
Agreement and consummate the transactions contemplated thereby.

4. The negotiation, execution and delivery of the
Assistance Agreement by the Governmental Agency and the
consummation of the transactions contemplated thereby by the
Governmental Agency have been duly authorized by all requisite
action of the governing body of the Governmental Agency.

5. The Assistance Agreement has been duly executed
and delivered by the Governmental Agency and is a valid and
binding obligat'.ion of the Governmental Agency enforceable in
accordance with its terms, except to the extent that the
enforceability thereof may be limited by equitable principles
and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or
affecting the enforcement of creditors'ights or remedies
generally.



6. There is no controversy or litigation of any
nature pending, or to the knowledge of the Governmental Agency
after diligent inquiry, threatened, in any court or before any
board, tribunal or administrative body, to challenge in any
manner the authority of the Governmental Agency or its
governing body to make payments under the Assistance Agreement
or to construct the Project, or to challenge in any manner the
authority of the Governmental Agency or its governing body to
take any of the actions which have been taken in the
authorization or delivery of the Assistance Agreement or the
construction of the Project, or in any way contesting or
affecting the validity of the Assistance Agreement, or in any
way questioning any proceedings taken with respect to the
authorization or delivery by the Governmental Agency of the
Assistance Agreement, or the application of the proceeds
thereof or the pledge or application of any monies or security
provided therefor, or in any way questioning the due existence
or powers of the Governmental Agency, or otherwise wherein an
unfavorable decision would have an adverse impact on the
transactions authorized in connection with the Assistance
Agreement.

7. The authorization and delivery of the Assistance
Agreement and the consummation of the transactions contemplated
thereby will not constitute an event of default or violation or
breach, nor an event which, with the giving of notice or the
passage of time or both, would constitute an event of default
or violation or breach, under "any contract, agreement,
instrument, indenture„ lease, judicial or administrative order,
decree, rule or regulation or other document or law affecting
the Governmental Agency or its governing body.

8 ~ All actions taken by the Governmental Agency in
connection with the Assistance Agreement and the loan described
therein and the Project, as defined in the A'ssistance
Agreement, have been in full compliance with the provisions of
the Kentucky Open Meetings Law, KRS 61.805 to 61.850.

9. The Governmental Agency has all licenses,
permits and other governmental approvals required to own,
occupy, operate and maintain the Project and to enter into the
Assistance Agreement, is not in violation of and has not
received any notice of an alleged violation of any zoning or
land use laws applicable to the Governmental Agency Project,
and has full right, power and authority to perform the acts and
things as provided for in the Assistance Agreement.

10. The individuals named below are the duly elected
or appointed qualified and acting incumbents in the office of
the Governmental Agency indicated after their respective names
and the signatures subscribed above their names are their
genuine signatures.



1993.
WITNESS our signatures, this 16th day of September

GOVERNMENTAL AGENCY:

Mountain Water District

Name +
Title: Chairman

ATTEST:

C

Name: ~ (l
Title: Secretary





ASSISTANCE AGREEMENT
BETWEEN THE KENTUCKY INFRASTRUCTURE AUTHORITY

AND
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TRANSCRIPT OF PROCEEDINGS

Peck, Shaffer 8c Williams LLP
Covington, Kentucky



INDEX TO TRANSCRIPT OF PROCEEDINGS

In re; Assistance Agreement between Kentucky In&astructure Authority (the
"Authority" ) and Mountain Water District (the Governmental Agency" ), dated as

of January 1, 2002

l. Opinion of Counsel to the Governmental Agency.

2. General Closing Certificate of the Governmental Agency.

3. Assistance Agreement.

4. Resolution of the Governmental Agency authorizing the Assistance Agreement.

5. Extract of Minutes of the Authority authorizing the Assistance Agreement.

6. Commitment Letter, including Credit Analysis.
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LAW Ol'FICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX l 530

I I I PIKE STREET
PIKEVILLE, KY 4 I 502
PHONE: (606) 437-7$00

FAX: (606) 437-7569
E4'IAIL: shmlawQsetel.corn

DAVID C. STRATTON
STEPHEN L. HOGG
I-I. EDWARD MADDOX
DANIEL P. STRATTON

HENRY D. STRATTON (1925-1939)
F. BYRD HOGG (l922-(999)

January 30, 2002

Kentucky Infrastructure Authority

375 Versailles Road
Frankfort, KY 40601

RE: Assistance Agreement by and between Kentucky Infrastructure Authority and
Mountain Water District, dated as of January 1, 2002

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to the practice of law in the
Commonwealth of Kentucky and is legal counsel to the Mountain Water District. hereinafter
referred to as the "Governmental Agency". I am familiar with the organization and existence of
the Governmental Agency and the laws of the Commonwealth applicable thereto. Additionally, I

am familiar with the drinking water supply project (the "Project") with respect to which the
Assistance Agreement by and between the Kentucky Infrastructure Authority ("Authority" ) and

the Governmental Agency is being authorized, executed and delivered,

I have reviewed the form of Assistance Agreement by and between the Authority and the
Goverrunental Agency, the resolution or ordinance of the governing authority authorizing the
execution and delivery of said Assistance Agreement.

Based upon my review I am of the opinion that:

1) The Governmental Agency is a duly organized and existing political subdivision
or body politic of the Commonwealth of Kentucky validly existing under the Constitution and

statutes of the Commonwealth of Kentucky.

2) The Assistance Agreement has been duly executed and delivered by the

Governmental Agency and is a valid and binding obligation of the Governmental Agency
enforceable in accordance with its terms, except to the extent that the enforceability thereof may
be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of

creditors'ights

or remedies generally.
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3) The Governmental Agency has all necessary power and authority (i) to enter into,
perform and consummate all transactions contemplated by the Assistance Agreement, and (ii) to
execute and deliver the documents and instruments to be executed and delivered by it in
connection with the construction of the Project.

4) The Service Charges, as defined in the Assistance Agreement, are in full force and
effect and have been duly and lawfully adopted by the Governmental Agency.

5) The execution and delivery of the Assistance Agreement and the performance by
the Governmental Agency of its obligations thereunder does not and will not conflict with,
violate or constitute a default under any court or administrative order, decree or ruling, or any
law, statute, ordinance or regulation, or any agreement, indenture, mortgage, lease, note or other
obligation or instrument, binding upon the Govenunental Agency, or any of its properties or
assets. The Governmental Agency has obtained each and every authorization, consent, permit,
approval or license of, or filing or registration with, any court or govenunental department,
commission, board, bureau, agency or instrumentality, or any specifically granted exemption
from any of the foregoing, that is necessary to the valid execution, delivery or performance by
the Governmental Agency of the Assistance Agreement and the imposition of the Service
Charges.

6) To the best of my knowledge after due inquiry there is no action, suit, proceedings
or investigation at law or in equity before any court, public board or body pending or tlu.eatened

against, affecting or questioning (i) the valid existence of the Governmental Agency, (ii) the right
or title of the members and officers of the Governmental Agency to their respective positions,
(iii) the authorization, execution, delivery or enforceability of the Assistance Agreement or the

application of any monies or security therefor, (iv) the construction of the Project, (v) the validity
or enforceability of the Service Charges or (vi) that would have a material adverse impact on the

ability of the Governmental Agency to perform its obligations under the Assistance Agreement.

7) None of the proceedings or authority heretofore had or taken by the Govenunental

Agency for the authorization, execution or delivery of the Assistance Agreement has or have
been repealed, rescinded, or revoked.

8) To the best of my knowledge, the Governmental Agency has fully complied with

all federal and state labor and procurement laws in connection with the construction of the

project.

9) All proceedings and actions of the Governmental Agency with respect to which

the Assistance Agreement is to be delivered were had or taken at meetings properly convened



STRATTON, HOGG A MADDOX, P.S.C.

Kentucky Infrastructure Authority
January 30, 2002
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and held in substantial compliance with the applicable provisions of Sections 61.805 to 61.850 of
the Kentucky Revised Statutes.

Respectfully,

STRATTON, HOGG & MADDOX, P.S.C.

H. Edward Maddox

HEM/mj



Re: Assistance Agreement between the Kentucky Infrastructure Authority ("KIA")
and Mountain VVaier uisirict. (ihe 'Governmental Agency" ), dated as of January 1,
2002

GENERAL CLOSING CERTIFICATE OF GOVERNMENTAL AGENCY

In connection with the above-captioned Assistance Agreement (the "Assistance
Agreement" ), the Governmental Agency, through its undersigned duly authorized officer hereby
certifies, represents, warrants and covenants as follows:

1. No event of default exists, or with the passage of time will exist, under the

Assistance Agreement and the representations and warranties set forth in the Assistance
Agreement are true and correct as of the date hereof.

2. The Governmental Agency has examined and is familiar with proceedings of the

governing body of the Governmental Agency approving the Assistance Agreement and

authorizing its negotiation, execution and delivery and such proceedings were duly enacted or

adopted at a meeting of the governing body of the Governmental Agency at which a quorLun was

present and acting throughout; such proceedings are in full force and effect and have not been

superseded, altered, amended or repealed as of the date hereof; and such meeting was duly called

and held in accordance with law.

3. The Governmental Agency is a duly organized and validly existing political
subdivision of the Commonwealth of Kentucky with full power to own its properties, conduct its

affairs, enter into the Assistance Agreement and consummate the transactions contemplated

thereby.

4. The negotiation, execution and delivery of the Assistance Agreement by the

Governmental Agency and the consummation of the transactions contemplated thereby by the

Governmental Agency have been duly authorized by all requisite actiori of the governing body of
the Governmental Agency.

5. The Assistance Agreement has been duly executed and delivered by the

Governmental Agency and is a valid and binding obligation of the Governmental Agency
enforceable in accordance with its terms, except to the extent that the enforceability thereof may .

be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of

creditors'ights

or remedies generally.

6. There is no controversy or litigation of any nature pending, or to the knowledge of
the Governmental Agency after diligent inquiry, threatened, in any court or before any board,
tribunal or administrative body, to challenge in any manner the authority of the Governmental

Agency or its governing body to make payments under the Assistance Agreement or to construct
the Project, or to challenge in any manner the authority of the Governmental Agency or its

governing body to take any of the actions which have been taken in the authorization or delivery

of the Assistance Agreement or the construction of the Project, or in any way contesting or
affecting the validity of the Assistance Agreement, or in any way questioning any proceedings
taken with respect to the authorization or delivery by the Governmental Agency of the

Assistance Agreement, or the application of the proceeds thereof or the pledge or application of



any monies or security provided therefor, or in any way questioning the due existence or powers

of the Governmental Agency, or otherwise wnerein an unfavorable decision would have an

adverse impact on the transactions authorized in connection with the Assistance Agreement.

7. The authorization and delivery of the Assistance Agreement and the

consummation of the transactions contemplated thereby will not constitute an event of default or
violation or breach, nor an event which, with the giving of notice or the passage of time or both,
would constitute an event of default or violation or breach, under any contract, agreement,
instrument, indenture, lease, judicial or administrative order, decree, rule or regulation or other

document or law affecting the Governmental Agency or its governing body.

8. All actions taken by the Governmental Agency in connection with the Assistance

Agreement and the loan described therein and the Project, as defined in the Assistance

Agreement, have been in full compliance with the provisions of the Kentucky Open Meetings

Law, KRS 61.805 to 61.850.

9. The Governmental Agency has all licenses, permits and other governmental

approvals required to own, occupy, operate and maintain the Project and to enter into the

Assistance Agreement, is not in violation of and has not received any notice of an alleged
violation of any zoning or land use laws applicable to the Governmental Agency Project, and has

full right, power and authority to perform the acts and things as provided for in the Assistance

Agreement,

10. The individuals named below are the duly elected or appointed qualified and

acting incumbents in the office of the Governmental Agency indicated after their respective
names and the signatures subscribed above their names are their genuine signatures.

WITNESS our signatures, this.35 + day o g~~, 2002.

GOVERNMENTAL AGENCY:
MOUNTAIN WATER DISTRICT

ATTEST:

Byc > d4.
Name: Ms. Toni Akers
Title: Chairman

By:
Name:
Title: Secretary

2i 032iI
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ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of the date set forth on the cover
page hereof (the "Assistance Agreement" ) by and between the KENTUCKY
INFRASTRUCTURE AUTHORITY, a body corporate and politic, constituting a public
corporation and governmental agency and instrumentality of the Commonwealth of Kentucky
(the "Authority" ) and the Governmental Agency identified on the cover of this Assistance
Agreement (the "Governmental Agency" ):

WITNES SETH

WHEREAS, the General Assembly of the Commonwealth of Kentucky, being the duly
and legally constituted legislature of Kentucky at its 1988 Regular Session, enacted House Bill
217 amending Chapter 224A of the Kentucky Revised Statutes (the "Act"), creating the
"Kentucky Infrastructure Authority" to serve the public purposes identified in the Act; and

WHEREAS, the Authority has established its Program as hereinafter defined, for the
purpose of providing financial assistance to Governmental Agencies, as defined in the Act, in
connection with the acquisition and construction of Projects, as defined in the Act, in order to
preserve, protect, upgrade, conserve, develop, utilize and manage the resources of the
Commonwealth of Kentucky (the "Commonwealth" ) for the protection and preservation of the
health, safety, convenience, and welfare of the Commonwealth and its citizens, and in that
respect to assist and cooperate with Governmental Agencies in achieving such purposes; and

WHEREAS, the Program is funded in part, pursuant to the Capitalization Grant
Operating Agreement between the Authority and the U.S. Environmental Protection Agency
dated as of November 1, 1998 (the "Federal Agreement" ) under which the Authority is
responsible for providing certain "match funding" described in the Federal Agreement; and

WHEREAS, the Authority has issued, and will issue from time to time, its revenue bonds
pursuant to a General Trust Indenture dated as of February 1, 2000 (the "Indenture" ) between the
Authority and National City Bank of Kentucky (the "Trustee" ) in order to provide the "match
funding" for the Program; and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable
to finance the acquisition and construction of the Project, as hereinafter defined, and the
Authority has determined that the Project is a Project within the meaning of the Act and the
Indenture, thereby qualifying for financial assistance from the Authority; and

WHEREAS, the Governmental Agency desires to enter into this Assistance Agreement
with the Authority for the purpose of securing from the Authority the repayable Loan hereinafter
identified; and

WHEREAS, the Authority 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 to repay the Loan and the interest thereon from the sources herein provided, all
as hereinafter more specifically provided; and



WHEREAS, the Authority and the Governmental Agency have determined to enter into

this Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth

their respective duties, rights, covenants, and obligations with respect to the acquisition,
construction and financing of the Project and the repayment of the Loan 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 MUTUALLY
COVENANT AND AGREE, EACH WITH THE OTHER AS FOLLOWS:

-2-



ARTICLE I

DEFIMTIONS

All of the terms utilized in this Assistance Agreement will have the same definitions and
meaning as ascribed to them in the Act and the Indenture, which Act and Indenture are hereby
incorporated in this Assistance Agreement by reference, the same as if set forth hereby verbatim;
provided, however, that those definitions utilized in the Act and the Indenture having general
application are hereby modified in certain instances to apply specifically to the Governmental
Agency and its Project.

"Act" shall mean Chapter 224A of the Kentucky Revised Statutes, as amended.

"Administrative Fee" means the charge of the Authority for the servicing of the Loan,
which is the annual percentage charged against the unpaid principal balance of the Loan as
identified in the Project Specifics.

"Architects" means the firm of consulting architects employed by the Governmental
Agency in connection with the Project identified in the Project Specifics.

"Assistance Agreement" shall mean this agreement made and entered into by and between
a Governmental Agency and the Authority, as authorized by the Act, providing for a Loan to the
Governmental Agency by the Authority, and for the repayment thereof to the Authority by the
Governmental Agency.

"Authority" shall mean the Kentucky Infrastructure Authority created by the Act, a body
corporate and politic, constituting a public corporation and a governmental agency and
instrumentality of the Commonwealth of Kentucky, or such other designation as may be effected
by future amendments to the Act.

"Bond" or "Bonds" or "Revenue Bonds" shall mean any Kentucky Infrastructure
Authority Bond or Bonds, or the issue of such Bonds, as the case may be, authenticated and
delivered under the Indenture.

"Business Day" shall mean any day other than a Saturday, Sunday or other legal holiday
on which the general offices of the Commonwealth are closed.

"Cabinet" means the Natural Resources and Environmental Protection Cabinet of the
Commonwealth.

"Code" shall mean the Internal Revenue Code of 1986, as amended, and shall include the
Regulations of the United States Department of the Treasury promulgated thereunder.

"Commonwealth" shall mean the Commonwealth of Kentucky.

"Construction" shall mean construction as defined in the Act.

"Debt Obligations" shall mean those outstanding obligations of the Goverrunental
Agency identified in the Project Specifics outstanding as of the date of this Assistance



Agreement or issued in the future in accordance with the terms hereof, payable from the income

aiiu i eveilues of tile Systelii.

"Drinking lFater Supply Project" shall mean the planning, design and construction of
drinking water treatment and distribution systems, including expenditures to address Federal Act
health goals, or to address situations where compliance standards have been exceeded or to

prevent future violations of rules, and may further include drinking water treatment plants,

including basins for rapid mix, flocculation, coagulation, filtration, pre-treatment disinfection,
and disinfection prior to entry to the distribution system; distribution systems; storage tanks;

intake lines and short-term water storage; clearwells; drilled wells and wellhead areas; and any

other structure or facility considered necessary by the Natural Resources Cabinet of the

Commonwealth of Kentucky to the efficient and sanitary operation of a public water system and

complies with the requirements of the Federal Act.

"Engineers" means the firm of consulting engineers employed by the Governmental

Agency in connection with the Project identified in the Project Specifics.

"Federal Act" shall mean the Federal Safe Drinking Water Act, as amended, 42 U.S.C.
Section 1401, et seq.

"Governmental Agency" shall mean any incorporated city or municipal corporation, or
other agency or unit of government within the Commonwealth, now having or hereafter granted

the authority and power to finance, acquire, construct, and operate infrastructure projects,
including specifically but not by way of limitation, incorporated cities, counties, including any
counties containing a metropolitan sewer district, sanitation districts, water districts, sewer
construction districts, metropolitan sewer districts, sanitation taxing districts, and any other

agencies, commissions, districts, or authorities (either acting alone, or in combination with one
another pursuant to any regional or area compact, or multi-municipal agreement), now or
hereafter established pursuant to the laws of the Commonwealth having and possessing such
described powers; and for the purposes of this Assistance Agreement shall incan the
Governmental Agency identified in the Project Specifics.

"Indenture" shall mean the General Trust Indenture dated as of February 1, 2000 between

the Authority and the Trustee.

"Interagency Agreement" means the Memorandum of Understanding dated as of July l,
1999 between the Authority and the Cabinet, as the same may be amended or supplemented from
time to time.

"Loan" shall mean the loan effected under this Assistance Agreement from the Authority

to the Governmental Agency in the principal amount set forth in the Project Specifics, for the

purpose of de&aying the costs incidental to the Construction of the Project.

"Loan Rate" means the rate of interest identified in the Schedule of Payments.

"Person" shall mean any individual, firm, partnership, association, corporation or
Governmental Agency.



"Program" shall mean the program authorized by KRS 224A.1115 and the Indenture as
the "federally assisted drinking water revolving fund" for financing Projects through Loans by
the Authority to Governmental Agencies and shall not be deemed to mean or include any other

programs of the Authority.

"Proj ect" shall mean, when used generally, a Drinking Water Supply Project, and when

used in specific reference to the Governmental Agency, the Project described in the Project
Specifics.

"Project Specifics" means those specific details of the Project identified in Exhibit A

hereto, all of which are incorporated by reference in this Assistance Agreement.

"Requisition for Funds" means the form attached hereto as Exhibit B to be utilized by the

Governmental Agency in obtaining disbursements of the Loan from the Authority as the

Construction of the Project progresses.

"Resolution" means the resolution of the Governmental Agency attached hereto as
Exhibit D authorizing the execution of this Assistance Agreement.

"Schedule ofPayments" means the principal and interest requirements of the Loan as set
forth in Exhibit F hereto, to be established and agreed to upon or prior to the completion of the

Project.

"Schedule of Service Charges" shall mean those general charges to be imposed by the

Governmental Agency for services provided by the System, as set forth in Exhibit C hereto, and

such other revenues identified in Exhibit C hereto from which the Loan is to be repaid, which

Schedule of Service Charges shall be in full force and effect to the satisfaction of the Authority

"Service Charges" shall mean any monthly, quarterly, semi-annual, or annual charges,
surcharges or improvement benefit assessinents to be imposed by a Governmental Agency, or by
the Authority, in respect of the System, which Service Charges arise by reason of the existence

of, and requirement of, any Assistance Agreement and for the purposes of this Assistance
Agreement said Service Charges shall be no less than those set forth in the Schedule of Service
Charges.

"System" shall mean the water system owned and operated by the Governmental Agency
of which the Project shall become a part and from the earnings of which (represented by the

Service Charges) the Governmental Agency shall repay the Authority the Loan hereunder.

-5-



ARTICLE II

REPRESENTATIONS AND WARF~TIES

Section 2.1. Representations and W'arranties of Authoritv. The Authority represents and

warrants for the benefit of the Governmental Agency as follows:

(A) The Authority is a body corporate and politic constituting a governmental agency
and instrumentality of the Commonwealth, has all necessary power and Authority to enter into,
and perform its obligations under, this Assistance Agreement, and has duly authorized the

execution and delivery of this Assistance Agreement.

(B) Neither the execution and delivery hereof, nor the fuifillment of or compliance
with the terms and conditions hereof, nor the consummation of the transactions contemplated
hereby, conflicts with or results in a breach of the terms, conditions and provisions of any

restriction or any agreement or instrument to which the Authority is now a party or by which the

Authority is bound, or constitutes a default under any of the foregoing.

(C) To the knowledge of the Authority, there is no litigation or proceeding pending or
threatened against the Authority or any other person affecting the right of the Authority to

execute or deliver this Assistance Agreement or to comply with its obligations under this

Assistance Agreement. Neither the execution and delivery of this Assistance Agreement by the

Authority, nor compliance by the Authority with its obligations under this Assistance
Agreement, require the approval of any regulatory body, or any other eritity, which approval has

not been obtained.

(D) The authorization, execution and delivery of this Assistance Agreement and all

actions of the Authority with respect thereto, are in co'mpli'ance with the Act and the Federal Act
and any regulations issued thereunder.

Section 2.2, Representations and Warranties of the Governmental Aeencv. The
Governmental Agency hereby represents and warrants for the benefit of the Authority as follows:

(A) The Governmental Agency is a duly organized and validly existing Governmental

Agency, as described in the Act, with full power to own its properties, conduct its affairs, enter
into this Assistance Agreement and consummate the transactions contemplated hereby.

(B) The negotiation, execution and delivery of this Assistance Agreement and the

consummation of the transactions contemplated hereby have been duly authorized by all

requisite action of the governing body of the Governmental Agency.

(C) This Assistance Agreement has been duly executed and delivered by the

Governmental Agency and is a valid and binding obligation of the Governmental Agency
enforceable in accordance with its terms, except to the extent that the enforceability hereof may
be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of

creditors'ights

or remedies generally.



(D) To the knowledge of the Governmental Agency, there is no controversy or
litigation of any nature pending or threatened, in any court or before any board, tribunal or
administrative body, to challenge in any manner the authority of the Governmental Agency or its

governing body to make payments under this Assistance Agreement or to proceed with the

Project, or to challenge in any manner the authority of the Governmental Agency or its

governing body to take any of the actions which have been taken in the authorization or delivery

of this Assistance Agreement or the Construction of the Project, or in any way contesting or
affecting the validity of this Assistance Agreement, or in any way questioning any proceedings
taken with respect to the authorization or delivery by the Governmental Agency of this

Assistance Agreement, or the application of the proceeds thereof or the pledge or application of
any monies or security provided therefor, or in any way questioning the due existence or powers
of the Governmental Agency, or otherwise wherein an unfavorable decision would have an

adverse impact on the transactions authorized in connection with this Assistance Agreement.

(E) The authorization and delivery of this Assistance Agreement and the

consummation of the transactions contemplated hereby will not constitute an event of default or
violation or breach, nor an event which, with the giving of notice or the passage of time or both,

would constitute an event of default or violation or breach, under any contract, agreement,

instrument, indenture, lease, judicial or administrative order, decree, rule or regulation or other

document or law affecting the Governmental Agency or its governing body.

(F) Attached hereto as Exhibit D is a true, accurate and complete copy of the

resolution or ordinance of the governing body of the Governmental Agency approving and

authorizing the execution and delivery of this Assistance Agreement. Such resolution or
ordinance was duly enacted or adopted at a meeting of the governing body of the Governmental

Agency at which a quorum was present and acting throughout; such resolution or ordinance is in

full force and effect and has not been superseded, altered, amended or repealed as of the date

hereof; and such meeting was duly called and held in accor'dance with law.

(G) All actions taken by the Governmental Agency in connection with this Assistance
Agreement and the Loan described herein and the Project have been in full compliance with the

provisions of the Kentucky Open Meeting Law, KRS 61.805 to 61.850.

(H) The Governmental Agency has all licenses, permits and other governmental

approvals (including but not limited to all required approvals of the Kentucky Public Service
Commission) required to own, occupy, operate and maintain the Project, to charge and collect
the Service Charges and to enter into this Assistance Agreement, is not in violation of and has

not received any notice of an alleged violation of any zoning or land use laws applicable to the

Project, and has full right, power and authority to perform the acts and things as provided for in

this Assistance Agreement.

(I) Legal counsel to the Governmental Agency has duly executed and delivered the

opinion of legal counsel substantially in the form set forth in Exhibit E hereto.

(J) The Governmental Agency is in full compliance with all federal and state labor

and procurement laws in connection with the planning, design, acquisition and construction of
the Project,

-7-



(K) Project is consistent with the water supply plan developed pursuant to 401 KAR
4:220 for the county in which the Govenunental Agency is located.

-8-



ARTICLE III

AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1. Determination of Elieibilitv. Pursuant to the terms of the Act and the
Indenture, the Authority has determined that the Governmental Agency's Project is a Drinking
Water Supply Project under the Act and the Governmental Agency is entitled to financial
assistance from the Authority in connection with financing the Construction of the Project.

Section 3.2. Principal Amount of Loan Established; Loan Pavments; Disbursement of
Funds. The principal amount of the Loan shall be the Loan Amount as identified in the Project
Specifics, subject to such adjustments as may be set forth in the Schedule of Payments. Principal
payments shall be made semiannually in the amounts and on the dates to be established by the
Schedule of Payments, which Schedule of Payments shall provide for approximately level debt
service payments over the Repayment Term set forth in the Project Specifics, commencing with
the Amortization Commencement Date set forth in the Project Specifics.

The Loan shall bear interest, payable semiannually, at the Loan Rate identified in the
Project Specifics, and after the Amortization Commencement Date, in the amounts (based on
such Loan Rate) and on the dates set forth in the Schedule of Payments; provided that, should an
Event of Default occur, such payments of interest shall be made on the first day of each month
during the continuation of such Event of Default.

The Authority shall advance the proceeds of the Loan as Construction of the Project
progresses upon the submission by the Governmental Agency of a Requisition for Funds in
substantially the same form as Exhibit B hereto. Each disbursement under a Requisition for
Funds representing a portion of the principal amount of the Loan shall bear interest at the Loan
Rate from the date of the disbursement; and shall be subject to the further requirements set forth
in Article IV hereof.

Payments of principal and interest on the Loan shall be made at the principal office of the
Authority or the Trustee, as designated by the Authority,

Section 3.3. Governmental Aeencv's Right to Prepav Loan. The Governmental Agency
shall have the right to prepay and retire the entire amount of the Loan at any time without penalty
upon written notice to the Authority no less than five (5) Business Days in advance of said
prepayment.

Notwithstanding the foregoing, upon the determination by the Authority that it intends to
issue revenue bonds secured by a pledge of the payments on the Loan, the Authority shall advise
the Governmental Agency (i) of its intention to proceed with the authorization of such bonds (ii)
of the limitation on prepayments after such bonds are issued and (iii) that the Governmental
Agency has thirty (30) days from its receipt of said notice to exercise its option to prepay the
Loan. Upon the expiration of said thirty day period the Governmental Agency's right to prepay
the Loan shall be limited to the terms described in such notice.

Section 3.4. Subordination of Loan. The Authority hereby agrees that the security
interest and source of payment for the Loan shall be inferior and subordinate to the security
interest and source of payment for the Debt Obligations of the Governmental Agency payable



from the revenues of the System outstanding at the time this Assistance Agreement is executed

as identified in the Project Specifics; provided, however, the Authority shall receive notice of
any additional financings in accordance with Section 5.5(D) hereof.
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ARTICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT;
REQUISITION FOR FUNDS

Section 4.1. Covenants of Governmental Aeencv and Conditions of Loan. By the

execution of this Assistance Agreement, the Governmental Agency agrees that prior to any

requests for the disbursement of all or a portion of the Loan made hereunder, the Governmental

Agency shall supply the Authority and the Cabinet appropriate documentation, satisfactory to the

Authority indicating the following:

(A) That the Authority and the Cabinet and any appropriate regulatory agency of the

Commonwealth as may be designated by the Authority or the Cabinet, and their respective duly

authorized agents, shall have the right at all reasonable times, subject to prior notice to the

Governmental Agency, to examine and inspect the Project.

(B) All real estate and interest in real estate and all personal property constituting the

Project and the sites of the Project heretofore or hereafter acquired shall at all times be and

remain the property of the Governmental Agency and constitute a part of the System.

(C) In the event the Governmental Agency is required to provide financing for the

Project from sources other than the Authority (as described in the Project Specifics) the

Authority shall have the right to receive such reasonable proofs as it may require of the ability of
the Governmental Agency to finance the costs of the Construction of the Project over and above
the Loan, prior to the disbursement by the Authority of any portion of the Loan.

(D) The Governmental Agency shall do all things necessary to acquire all proposed
and necessary sites, easements and rights of way necessary or required in respect of the Project
and demonstrate its ability to construct the Project in accordance with the plans, design and

specifications prepared for the Governmental Agency by the Engineers.

(E) Actual construction and installation incident to the Project shall be performed by
either the lump-sum (fixed price) or unit price contract method, and adequate legal methods of
obtaining public, competitive bidding will be employed prior to the awarding of the construction
contract for the Project in accordance with Kentucky law.

(F) Unless construction of the Project has already been initiated as of the date of this

Assistance Agreement, pursuant to due compliance with state law and applicable regulations, the

Project will not be advertised or placed on the market for construction bidding by the

Governmental Agency until the final plans, designs and specifications therefor have been

approved by such state and federal agencies and authorities as may be legally required, and until

written notification of such approvals has been received by the Governmental Agency and

furnished to the Cabinet.

(G) Duly authorized representatives of the Cabinet and such other agencies of the

Commonwealth as may be charged with responsibility will have reasonable access to the

construction work whenever it is in preparation or progress, and the Governmental Agency will

assure that the contractor or contractors will provide facilities for such access and inspection.
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(H) The construction contract or contracts shall require the contractor to comply with

all provisions of federal and state law legally applicable to such work, and any amendments or

modifications thereto, together with all other applicable provisions of law, to cause appropriate
provisions to be inserted in subcontracts to insure compliance therewith by all subcontractors

subject thereto, and to be responsible for the submission of any statements required of
subcontractors thereunder.

(I) A work progress schedule utilizing a method of standard acceptance in the

engineering community shall be prepared prior to the institution of construction in connection

with each construction contract, or, if construction has already been initiated as of the date of this

Assistance Agreement, at the earliest practicable date, to indicate the proposed schedule as to

completion of the Project, and same shall be maintained monthly thereafter to indicate the actual

construction progress of the Project.

(J) Prior to the award of the construction contract and prior to the commencement of
construction, the Governmental Agency will arrange and conduct a conference as to the Project
said conference to include representatives of the Authority, the Governmental Agency, the

Cabinet and any other participating federal or state agency, the Engineers, and all construction
contractors, such conference to be held in accordance with guidelines established by the

Authority and the Cabinet. A written brief of said conference summarizing the construction

schedule, fund requirements schedule, payment authorizations, responsible parties for approval
of all facets of the construction work and payment therefor, and other pertinent matters shall be

prepared and distributed to each agency involved, and all construction contractors and Engineers.
Provided, however, that in the event construction shall have been initiated as of the date of this

Assistance Agreement, this provision may be waived.

(K) All construction contracts will be so prepared that federal participation costs, if
any, and state participation costs may be readily segregated from local participation costs, if any,
and from each other, and in such manner that all materials and equipment furnished to the

Governmental Agency may be readily itemized.

(L) Any change or changes in a construction contract will be promptly submitted to

the Cabinet and any state or federal agencies.

(M) The Construction, including the letting of contracts in connection therewith, will

conform in all respects to applicable requirements of federal, state and local laws, ordinances,
rules and regulations,

(N) The Governmental Agency will proceed expeditiously with and complete the

Project in accordance with the approved surveys, plans specifications and designs or
amendments thereto, prepared by the Engineers for the Governmental Agency and approved by
state and federal agencies.

(0) If requested, the Governmental Agency will erect at the Project sites, signs

satisfactory to the Authority and the United States Environmental Protection Agency noting the

participation of the Authority and the U.S. Government, respectively, in the financing of the

project.
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(P) Except as otherwise provided in this Assistance Agreement, the Governmental

Agency shall have the sole and exclusive charge of all details or" tlie CUnhiiuciiuu.

(Q) The Governmental Agency shall keep complete and accurate records of the costs
of acquiring the Project sites and the costs of Construction. The Governmental Agency shall

permit the Authority and the Cabinet, acting by and through their duly authorized

representatives, and the duly authorized representatives of state and/or federal agencies to inspect
all books, documents, papers and records relating to the Project at any and all reasonable times

for the purpose of audit and examination, and the Governmental Agency shall submit to the

Authority and the Cabinet such documents and information as such public bodies may
reasonably require in connection with the administration of any federal or state assistance.

(R) The Governmental Agency shall require that each construction contractor or
contractors furnish a performance and a payment bond in an amount at least equal to one
hundred percent (100%) of the contract price or the portion of the Project covered by the

particular contract as security for the faithful performance of such contract.

(S) The Governmental Agency shall require that each of its contractors and all

subcontractors maintain during the life of the construction contract, worker's compensation

Insurance, public liability insurance, property damage insurance and vehicle liability insurance in

amounts and on terms satisfactory to the Authority. Until the Project facilities are completed
and accepted by the Governmental Agency, the contractor shall maintain builders risk insurance

(fire and extended coverage) on a one hundred percent (100%) basis (completed value form) on
the insurable portion of the Project, such insurance to be made payable to the order of the

Authority, the Governmental Agency, the prime contractor, and all subcontractors, as their

interests may appear.

(T) The Governmental Agency shall provide and maintain competent and adequate

resident engineering services covering the supervision and inspection of the development and

constructiori of the Project, and bearing the responsibility of assuring that Construction conforms

to the approved plans, specifications and designs prepared by the Engineers. Such resident

engineer shall certify to the Cabinet, any involved state or federal agencies, and the

Governmental Agency at the completion of construction that construction is in accordance with

the approved plans, specifications and designs, or, approved amendments thereto.

(U) The Governmental Agency shall demonstrate to the satisfaction of the Authority

the legal capability of the Governmental Agency to enact, adopt, levy, charge, collect, enforce
and remit to the Authority and the Cabinet the Service Charges of the Governmental Agency
described in the Schedule of Service Charges attached to and made a part of this Assistance

Agreement as Exhibit C and submit proof satisfactory to the Authority that the Service Charges

are in full force and effect

Section 4.2. Additional Conditions to Disbursement Required Under the Federal

Agreement. The Governmental Agency, in order to comply with the terms and conditions of the

Federal Agreement, further covenants and further agrees to additional conditions to

disbursement, as follows:

(A) Notwithstanding any other agreements contained herein regarding the

maintenance of books and records, that it shall maintain Project accounts in accordance with
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generally accepted governmental accounting standards, as required by the Federal Agreement.
The Governmental Ageiicy shall retain such records for no less than three (3) years following the
final payment by the Governmental Agency under this Assistance Agreement or if any portion of
the Project is disposed of, until at least three (3) years after such disposition; provided that if any
litigation, claim, appeal or audit is commenced prior to the end of such period such records shall

be maintained until the completion of such action or until three (3) years after such

commencement, whichever is later.

(B) That it has not and will not apply any other federal funding to the Project in a

manner that would cause it to receive "double benefits" as described in Section 603 of the Water

Quality Act of 1987.

(C) That all property required for the completion of the Project shall be obtained, by
easement, purchase or other means acceptable to the Authority, prior to commencement of
construction and that the relocation of any Person resulting therefrom be in accordance with 49
CFR24 for Uniform Relocation Assistance and Real Property Acquisition Act of 1970.

(D) That all Project contractors shall be required to retain Project records for the

periods established for the retention of the Governmental Agency's records in Section 4.2(A).

(E) That no more than fifty percent (50%) of the proceeds of the Loan shall be
disbursed until approval by the Cabinet of the final plan for operation for the Project.

(F) That no more than ninety percent (90%) of the proceeds of the Loan shall be
disbursed until approval by the Cabinet of the draft operations and maintenance manual.

(G) That final disbursement will not be allowed until approval by the Cabinet of a
final operations and maintenance manual.

(H) That, as required by 40 CFR 35,2218, all engineering services regarding
construction and regarding the first year of operation of the Project shall be provided for,
including the following:

(1) The operation of the Project and the revision of the operations and

maintenance manual as necessary to accommodate actual operating experience;

(2) The training of operating personnel, including preparation of cumcula and

training material for operating personnel; and

(3) Advice as to whether the Project is meeting the Project performance
standards (including three quarterly reports and one project performance report).

(I) That it shall advise the Cabinet and the Authority in writing of the date for
initiation of operation of the Project.

(J) That one year after operation is initiated, it shall certify to the Cabinet and the

Authority that the Project is capable of meeting the Project performance standards,
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(K) That it shall provide that qualified inspectors are present at the construction site.
A summary of such inspector's qualifications and experience shall be submitted to the Cabinet
and the Authority.

(L) That it shall notify the Authority and the Cabinet of the completion date of the
project.

(M) That it agrees to the terms and conditions of its application for assistance and the
Authority's commitment to provide assistance, the terms of which are incorporated herein by
reference.

(N) That all measures required to minimize water pollution to affected waters shall be
employed in the Project including compliance with Section 404 of PL 92-500, as amended, it
being understood that approval of the Project does not constitute sanction or approval of any
changes or deviations from established water quality standards, criteria implementation dates, or
dates established by enforcement proceedings.

Section 4.3. Disbursements of Loan: Requisition for Funds. The Governmental Agency
shall submit to the Authority (or the Trustee acting on behalf of the Authority, if so designated)
and the Cabinet a Requisition for Funds prior to the fifth day of each month (or such other
designated period as is acceptable to the Authority), in substantially the same form as that
attached to this Assistance Agreement as Exhibit B and made a part hereof, accompanied by, to
the extent requested by the Authority, the following documentation:

(A) A full and complete accounting of the costs of the planning and design of the
Project to be obligated by contract or otherwise during the month in question, or already
obligated and not included in any previous accounting;

(B) A full and complete accounting of any costs of the planning and design of the
Project paid by the Governmental Agency from its own funds with the approval of the Authority
and not included in any previous accounting for which it seeks reimbursement;

(C) A full and complete accounting of any costs of the planning and design of the
Project paid or requisitioned under any other financing, loan, bond, grant or similar agreement or
paid from its own funds for which it does not seek reimbursement and which have not been
identified in any previous requisition form.

(D) The Contractor's estimate of work performed during the preceding month
pursuant to construction contracts for the Project and payment thereunder due, together with the
Engineer's and Governmental Agency's approval thereof for disbursement by the Authority.

Upon the Authority's receipt of the Requisition for Funds, and such additional
documentation as it may require, and subject to certification by the Cabinet, the Authority may
direct the Trustee to remit the amount requested to the Governmental Agency as a draw upon the
Loan.
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ARTICLE V

CERTAIN COVENANTS OF THE GOVERNMENTAL AGENCY;
PAYMENTS TO BE MADE BY GOVERNMENTAL AGENCY TO THE AUTHORITY

Section 5.1. Imposition of Service Charades. The Governmental Agency hereby

irrevocably covenants and agrees to comply with all of the terms, conditions and requirements of
this Assistance Agreement, pursuant to which the Loan is to be made by the Authority to the

Governmental Agency as specified herein and in the Act and the Indenture. The Governmental

Agency hereby further irrevocably covenants and agrees that it already has, or will, to the extent

necessary, immediately impose Service Charges upon all persons, firms and entities to whom or

which services are provided by the System, such Service Charges to be no less than as set forth

in Exhibit C annexed hereto. If so required, such Service Charges shall be in addition to all other

rates, rentals and service charges of a similar nature of the Governmental Agency now or
hereafter authorized by law, and now or hereafter being levied and collected by the

Governmental Agency and shall be levied and collected solely for the purpose of repaying to the

Authority all sums received from the Authority as representing the Loan in respect of the Project.

Section 5.2. Governmental Aeencv's Oblieation to Repav Loan. The obligation of the
Governmental Agency to repay to the Authority the amount of the Loan from the Service
Charges shall not be revocable, and in the event that services supplied by the Project shall cease,
or be suspended for any reason, the Governmental Agency shall continue to be obligated to repay
the Loan from the Services Charges. In the event the Governmental Agency defaults in the

payment of any Service Charges to the Authority, the amount of such default shall bear interest

at the per annum rate equal to the Default Rate set forth in the Project Specifics, from the date of
the default until the date of the payment thereof.

Section 5.3. Covenant to Adiust Service Charades. In the everit, for any reason, the
Schedule of Service Charges shall prove to be insufficient to provide to the Authority the
minimum sums set forth in the Schedule of Payments, to make the required deposits to the

Maintenance and Replacement Reserve and to provide for the operation of the System, the

Governmental Agency hereby covenants and agrees that it will, upon notice by the Authority, to
the full extent authorized by law, both federal and state, immediately adjust and increase such

Schedule of Service Charges, or immediately commence proceedings for a rate adjustment and

increase with all applicable regulatory authorities, so as to provide funds sufficient to pay to the

Authority the minimum sums set forth in the Schedule of Payments, to provide for the operation
of the System as required under this Assistance Agreement and to make the required deposits to
the Maintenance and Replacement Reserve.

Section 5.4. Adequacv of Service Charades. The Service Charges herein covenanted to
be imposed by the Governmental Agency shall be fixed at such rate or rates (and it is represented
that the Schedule set forth in Exhibit C hereto so qualifies), as shall be at least adequate to make

the payments at the times and in the amounts set forth in the Schedule of Payments, to make the

required deposits to the Maintenance and Replacement Reserve and to provide for the operation
of the System, subject to necessary governmental and regulatory approvals.

The Service Charges imposed by the Governmental Agency shall be paid by the users of
the System and accordingly the Project not less frequently than the Service Charge Payment

period set forth in the Project Specifics, and shall be remitted to the Authority by the
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Governmental Agency with a report showing collections and any delinquencies. A report of all
collections and delinquericies shall be made at least semi-annually on or before each Payment
Date identified in the Schedule of Payments.

Section 5.5. Covenant to Establish Maintenance and Replacement Reserve. The
Governmental Agency shall establish a special account identified as a "Maintenance and
Replacement Reserve". The Governmental Agency shall deposit into the Maintenance and
Replacement Reserve an amount equal to the amount set forth in the Project Specifics at the
times set forth in the Project Specifics. Amounts in the Maintenance and Replacement Reserve
may be used for extraordinary maintenance expenses related to the Project or for the unbudgeted
costs of replacing worn or obsolete portions of the Project.

Section 5.6. Covenant to Charee Sufficient Rates; Reports; Inspections. The
Governmental Agency hereby irrevocably covenants and agrees with the Authority:

(A) That, as aforesaid, it will at all times impose, prescribed, charge and collect the
Service Charges set forth in Exhibit C as shall result in net revenues to the Governmental
Agency at least adequate to provide for the payments to the Authority required by this Assistance
Agreement, to provide for the operation of the System and to make the required deposits to the
Maintenance and Replacement Reserve.

(B) That it will furnish to the Authority and the Cabinet not less than annually reports
of the operations and income and revenues of the System, and will permit authorized agents of
the Authority to inspect all records, accounts and data of the System at all reasonable times.

(C) That it will collect, account for and promptly remit to the Authority those specific
revenues, funds, income and proceeds derived from Service Charges incident to this Assistance
Agreement.

(D) That it will notify the Authority in writing of its intention to issue bonds or notes
payable from the revenues of the System not less than thirty (30) days prior to the sale of said
obligations. It further covenants that it will not issue any notes, bonds or other obligations
payable from the revenues of the System, if the pledge of the revenues of the System to the
repayment of such obligations is to rank on a parity with, or superior to, the pledge of the
revenues of the System for the repayment of the Loan granted under this Assistance Agreement,
unless the Governmental Agency has secured the consent of the Authority not less than fifteen
(15) days prior to the issuance of such obligations.

Section 5.7. Segregation of Funds. The Governmental Agency shall at all times account
for the income and revenues of the System and distinguish same from all other revenues, moneys
and funds of the Governmental Agency, if any.
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ARTICLE VI

OTHER COVENANTS OF THE GOVERNMENTAL AGENCY

Section 6.1. Further Assurance. At any time and all times the Governmental Agency
shall, so far as it may be authorized by law, pass, make, do, execute, acknowledge and deliver,

all and every such further resolutions, acts, deeds, conveyances, assignments, transfers and

assurances as may be necessary or desirable for the better assuring, conveying, granting,

assigning and confirming all and singular the rights, assets and revenues herein pledged or

assigned, or intended so to be, or which the Governmental Agency may hereafter become bound

to pledge or assign.

Section 6,2. Completion of Proiect. The Governmental Agency hereby covenants and

agrees to proceed expeditiously with and promptly complete the Project in accordance with the

plans, designs and specifications prepared by the Engineers for the Governmental Agency.

Section 6.3. Establishment of Completion Date. The completion date for the Project shall

be evidenced to the Authority by a certificate signed by the Engineer and an authorized

representative of the Governmental Agency stating that, except for amounts retained by the

Authority for costs of the Project not then due and payable, (i) the Construction has been

completed and all labor, services, materials, supplies, machinery and equipment used in such

Construction have been paid for, (ii) all other facilities necessary in connection with the Project
have been acquired, constructed, equipped and installed and all costs and expenses incurred in

connection therewith have been paid, (iii) the Project and all other facilities in connection
therewith have been acquired, constructed, equipped and installed to his satisfaction.

Section 6.4. Commitment to Operate. The Governmental Agency hereby covenants and

agrees to commence operation of the Project iminediately'on completion of construction and not

to discontinue operations or dispose of such Project without the approval of the Authority,

Section 6.5. Continue to Operate. The Governmental Agency hereby covenants and

agrees to continuously operate and maintain the Project in accordance with applicable provisions
of federal and state law and to maintain adequate records relating to said operation; said records
to be made available to the Authority upon its request at all reasonable times.

Section 6.6. Tax Covenant. In the event the Authority issues Bonds which are intended

to be excludable from gross income for federal income tax purposes to provide the funds for the

Loan, the Governmental Agency shall at all tiines do and perform all acts and things permitted

by law and necessary or desirable in order to assure such exclusion and shall take such actions as

may be directed by the Authority in order to accomplish the foregoing. The Governmental

Agency shall not permit (i) the proceeds of the Loan to be used directly or indirectly in any trade

or business, (ii) its payments hereunder to be secured directly or indirectly by property to be used

in a trade or business, (iii) any management agreement for the operation of the System or (iv)
any federal guarantee of its obligations hereunder without the prior written consent of the

Authority. The Governmental Agency will not acquire or pledge any obligations which would

cause the Bonds to be "arbitrage bonds" within the meaning of the Code.

Section 6.7. Accounts and Reports. The Governmental Agency shall at all times keep, or
cause to be kept, proper books of record and account in accordance with the "Uniform System of
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Accounts" established by the Commonwealth, in which complete and accurate entries shall be
made of all its transactions relating to the System and which shall at all reasonable times be

subject to the inspection of the Authority.

Section 6.8. Financial Statements. Within ninety (90) days after the end of each fiscal

year of the Governmental Agency, the Governmental Agency shall provide to the Authority,

itemized financial statements of income and expense and a balance sheet in reasonable detail,
certified as accurate by a firm of independent certified public accountants or the Auditor of
Public Accounts of the Commonwealth. All financial information must be satisfactory to the

Authority as to form and content and be prepared in accordance with generally accepted
accounting principles on a basis consistent with prior practice unless specifically noted thereon.

With such financial statements, the Governmental Agency shall furnish to the Authority a

certificate stating that, to the best knowledge of the authorized representative signing such

certificate, no default under this Assistance Agreement exists on the date of such certificate, or if
any such default shall then exist, describing such default with specificity,

Section 6.9. General Compliance With All Duties. The Governmental Agency shall

faithfully and punctually perform all duties with reference to the Project and the System required

by the Constitution and laws of the Commonwealth, and by the terms and provisions of this

Assistance Agreement and any other Debt Obligations.

Section 6.10. General. The Governmental Agency shall do and perform or cause to be
done and performed all acts and things required to be done or performed by or on behalf of the

Governmental Agency under the provisions of the Act, the Federal Act and this Assistance

Agreement in accordance with the terms of such provisions including the Additional Covenants

and Agreements, if any, set forth in Exhibit G hereto.

Section 6.11. Further Covenants under the Federal Ameement. The Governmental

Agency shall comply with all further requirements or conditions which may arise from time to

time in order to assure compliance with the Federal Act, and with the agreements of the

Authority set forth in the Federal Agreement, including but not limited to the following:

(A) The Governmental Agency shall provide all information requested of it by the

Authority or the Cabinet so that (i) the Grants Information Control System, referred to in the

Federal Agreement, can be maintained, (ii) the accounting and auditing procedures required by
the Federal Act can be maintained and (iii) the Authority can furnish the information required of
its under the Federal Agreement.

(B) Qualified operating personnel, properly certified by the Cabinet, shall be retained

by the Governmental Agency to operate the Project during the entire term of this Assistance

Agreement. An approved plan of operating and an operations and maintenance manual for the

Project shall be provided by the Governmental Agency to the Cabinet and the Authority. The
Project shall be operated and maintained in an efficient and effective manner.

(C) All residents in the service area of the Project must be offered the same

opportunity to become users of the Project regardless of race, creed, color, or level of income.
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(D) The Governmental Agency shall comply with provisions contained in the

following federal regulations, orders, acts and «irculars aud ihe following statutes and regulations

of the Commonwealth.

Federal Cross-Cutters

Environmental Authorities

(a)

(b)
(c)
(d)
(e)
(f)
(g)

(h)
(I)
(I)
(k)
(1)
(m)

Archeological and Historic Preservation Act of 1974, Pub. L. 86-523, as

amended
Clean Air Act, Pub. L. 84-159, as amended

Coastal Barrier Resources Act, Pub. L. 97-348
Coastal Zone Management Act, Pub. L. 93-583, as amended

Endangered Species Act, Pub. L. 93-205, as amended

Environmental Justice, Executive Order 12898
Floodplain Management, Executive Order 11988 as amended by
Executive Order 12148
Protection of Wetlands, Executive Order 11990
Farmland Protection Policy Act, Pub. L. 97-98
Fish and Wildlife Coordination Act, Pub. L. 85-624, as amended

National Historic Preservation Act of 1966, PL 89-665, as amended

Safe Drinking Water Act, Pub. L. 93-523, as amended

Wild and Scenic Rivers Act, Pub. L. 90-542, as amended

Economic and Miscellaneous Authorities

(a)

(b)

(c)

(d)

Demonstration Cities and Metropolitan Development Act of 1966, Pub. L,
89-754, as amended, Executive Order 12372
Procurement Prohibitions under Section 306 of the Clean Air Act and

Section 508 of the Clean Water Act, including Executive Order 11738,
Administration of the Clean Air Act and the Federal Water Pollution

Control Act with Respect to Federal Contracts, Grants, or Loans.
Uniform Relocation and Real Property Acquisition Policies Act, Pub. L.
91-646, as amended

Debarment and Suspension, Executive Order 12549

Social Policy Authorities

(a)
(b)
(c)

(d)

(e)
(f)

Age Discrimination Act of 1975, Pub. L. 94-135
Title VI of the Civil Rights Act of 1964, Pub. L. 88-352
Section 13 of the Federal Water Pollution Control Act Amendments of
1972, Pub. L. 92-500 (the Clean Water Act)
Section 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including
Executive Orders 11914and 11250)
Equal Employment Opportunity, Executive Order 11246
Women's and Minority Business Enterprise, Executive Orders 11625,
12138, and 12432

-20-



(g) Section 129 of the Small Business Administration Reauthorization and
Amendment Act of 1988, Pu'u. L. 100-590

(2) State:

(a)
(b)
(c)
(d)

KRS 224
KRS 224A.1115 Federally Assisted Drinking Water Revolving Fund
KRS Chapter 337, Labor Laws
401 KAR Chapter 5

Section 6.12. Continuine Disclosure Obli@ation. The Governmental Agency covenants
and agrees that notwithstanding any other provision of this Assistance Agreement to the
contrary, upon written notice from the Authority that the Schedule of Payments provides ten
percent (10N) or more of the debt service requirements on an issue of the Authority's Bonds and
that compliance by the Governmental Agency with the requirements of Securities and Exchange
Commission Rule 15c2-12, as amended (the "SEC Rule" ) is required in connection with the
Authority's Bonds, the Governmental Agency shall provide to the Authority such information as
may be required by the Rule, within the time periods set out in such notice by the Authority, to
enable the Authority to establish to the satisfaction of prospective purchasers of the Authority's
Bonds that the requirements of the SEC Rule will be satisfied in connection with the issuance of
the Authority's Bonds. The Governmental Agency further understands and agrees that the
Authority shall act as the Governmental Agency's disclosure agent for purposes of compliance
with the SEC Rule and that upon a failure by the Governmental Agency to provide the
information required to be provided under the SEC Rule within the time frame specified in such
notice, the Authority and/or the beneficial owners and holders of the Authority's Bonds shall be
specifically granted the right of enforcing the provisions of this Section 6.12 by an action in
mandamus, for specific performance, or similar remedy to compel performance.
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ARTICLE VII

MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION

Section 7.1. Maintain Svstem. The Governmental Agency agrees that during the entire

term of this Assistance Agreement, it will keep the Project, including all appurtenances thereto,

and the equipment and machinery therein, in good and sound repair and good operating

condition at its own cost so that the completed Project will continue to provide the services for
which the System is designed.

Section 7,2. Additions and Improvements. The Governmental Agency shall have the

privilege of making additions, modifications and improvements to the sites of the Project, and to

the Project itself from time to time provided that said additions, modifications and improvements

do not impair the operation or objectives of the Project. The Cost of such additions,

modifications and improvements shall be paid by the Governmental Agency, and the same shall

be the property of the Governmental Agency and shall be included under the terms of this

Assistance Agreement as part of the site of the Project, or the Project, as the case may be.
Nothing herein contained shall be construed as precluding the Authority and the Governmental

Agency from entering into one or more supplementary Assistance Agreements providing for an

additional Loan or Loans in respect of additional Projects undertaken by the Governmental

Agency.

Section 7.3. Svstem Not to Be Disposed Of. The Governmental Agency covenants and

agrees that, until satisfaction in full of its obligations hereunder, it will not, without the prior
written consent of the Authority, which consent shall not be unreasonably withheld, sell,

mortgage, or in any manner dispose of, or surrender control or otherwise dispose of any of the

facilities of the System or any part thereof (except that the Goveriimental Agency may retire

obsolete and worn out facilities, and sell same, if appropriate),

Section 7.4. Compliance with State and Federal Standards. The Governmental Agency
agrees that it will at all times provide operation and maintenance of the Project to comply with

the water quality standards, if any, established by any state or federal agency. The Governmental

Agency agrees that qualified operating personnel properly certified by the Commonwealth will

be retained to operate the Project during the entire term of this Assistance Agreement.

Section 7.5. Access to Records, The Governmental Agency agrees that it will permit the

Authority and any state or federal agency and their respective agents to have access to the

records of the Governmental Agency pertaining to the operation and maintenance of the Project
at any reasonable time following completion of construction of the Project, and commencement
of operations thereof.

Section 7.6. Covenant to Insure - Casualtv, The Governmental Agency agrees to insure

the Project facilities in such amount as like properties are similarly insured by political
subdivisions similarly situated, against loss or damage of the kinds usually insured against by
political subdivisions similarly situated, by means of policies issued by reputable insurance

companies duly qualified to do such business in the Commonwealth,
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Section 7.7. Authoritv as Named Insured. Any insurance policy issued pursuant to
Section 7.5 hereof, shall be so written or endorsed as to iiiake los ., i." ny, payable to the

Governmental Agency, and to the Authority, as their interests may appear.

Section 7.8. Covenant to Insure - Liabilitv. The Governmental Agency agrees that it will

carry public liability insurance with reference to the Project with one or more reputable insurance

companies duly qualified to do business in the Commonwealth, insuring against such risks

(including but not limited to personal inquiry, death and property damage) and in such amounts

as are set forth in the Project Specifics, and naming the Authority as an additional insured.

Section 7.9. Covenant Regardine Worker's Compensation. Throughout the entire term

of this Assistance Agreement, the Governmental Agency shall maintain worker's compensation

coverage, or cause the same to be maintained.

Section 7.10. Application of Casualtv Insurance Proceeds. If, prior to the completion of
the term of this Assistance Agreement, the Project shall be damaged or partially or totally

destroyed by fire, windstorm or other casualty, there shall be no abaternent or reduction in the

amount payable by the Governmental Agency pursuant to the terms of this Assistance
Agreement and the Governmental Agency will (1) promptly repair, rebuild or restore the Project

damaged or destroyed; and (2) apply for such purpose so much as may be necessary of any net

proceeds of insurance resulting from claims for such losses, as well as any additional moneys of
the Governmental Agency necessary therefor. All net proceeds of insurance resulting from

claims for such losses shall be paid to the Governmental Agency, and shall be promptly applied
as herein provided.

Section 7,11. Eminent Domain. In the event that title to, or the temporary use of, the

Project, or any part thereof, shall be taken under the exercise of the power of eminent domain by

any governmental body or by any Person acting under governmental authority, there shall be no

abatement or reduction in the minimum amounts payable by the Governmental Agency to the

Authority pursuant to the terms of this Assistance Agreement, and any and all net proceeds
received from any award made in such eminent domain proceedings shall be paid to and held by
the Governmental Agency in a separate condemnation award account and shall be applied by the

Governmental Agency in either or both of the following ways, as shall be determined by the

Governmental Agency in its sole discretion:

(A) The restoration of the improvements located on the Project sites to substantially

the same condition as prior to the exercise of said power of eminent domain; or

(B) The acquisition of additional property, if necessary, and the acquisition of
additional facilities by construction or otherwise, equivalent to the Project facilities, which

property and facilities shall be deemed to be a part of the Project sites and a part of the

Project facilities and to be substituted for Project facilities so taken by eminent domain,

without the payment of any amount other than herein provided, to the same extent as if such

property and facilities were specifically described herein.

Any balance of the net proceeds of the award in such eminent domain proceedings after
the carrying out of the mandatory proceedings stipulated in (A) and (B) of this Section 7.11,shall

be paid to the Governmental Agency upon delivery to the Authority of a certificate signed by an

authorized officer of the Governmental Agency to the effect that the Governmental Agency has
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complied with either subparagraph (A) or (B), or both, of this Section, and written approval of
such certificate by an authorized officer of the Authority. In no event will the Governmental

Agency voluntarily settle or consent to the settlement of any prospective or pending
condemnation proceedings with respect to the Project or any part thereof without the written

consent of the Authority,

Section 7.12. Flood Insurance. All structures located in flood prone areas shall be
covered by flood insurance carried by the Governmental Agency for an amount equal to the total

Project cost excluding the cost of land and any uninsurable improvements, or for the maximum

limit available under the National Flood Insurance Act of 1968, as amended, whichever is less,
for the entire useful life of the Project.
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ARTICLE VIII

EVENTS OF DEFAULT AND REMEDIES

Section 8.1. Events of Default Defined. The following will be "Events of Default" under

this Assistance Agreement and the term "Event of Default" or "Default" will mean, whenever it

is used in this Assistance Agreement, any one or more of the following events:

(A) Failure by the Governmental Agency to pay any payments specified herein at the

times specified herein.

(B) Failure by the Governmental Agency to observe or perform any covenant,

condition or agreement on its part to be observed or performed, other than as referred to in

subsection (A) of this Section, for a period of thirty (30) days after written notice specifying
such failure and requesting that it be remedied will have been given to the Governmental

Agency by the Authority unless the Authority agrees in writing to an extension of such time

prior to its expiration; provided, however, if the failure stated in the notice cannot be
corrected within the applicable period, the Authority will not unreasonably withhold its

consent to an extension of such time if corrective action is instituted by the Governmental

Agency within the applicable period and diligently pursued until such failure is corrected.

(C) The dissolution or liquidation of the Governmental Agency, or the voluntary

initiation by the Governmental Agency of any proceeding under any federal or state law

relating to bankruptcy, insolvency, arrangement, reorganization, readjustment of debt or any

other form of debtor relief, or the initiation against the Governmental Agency of any such

proceeding which will remain undismissed for sixty (60) days, or the entry by the

Governmental Agency into an agreement of composition with creditors or the failure

generally b'y the Governmental Agency to pay its debts as they become due.

(D) A default by the Governmental Agency under the provisions of any agreements

relating to its Debt Obligations.

Section 8.2. Remedies on Default. Whenever any Event of Default referred to in Section
8.1 has occurred and is continuing (other than an event of default arising under Section 6.13 of
this Assistance Agreement), the Authority may, without any further demand or notice, take one

or any combination of the following remedial steps:

(A) Declare all payments due hereunder, as set forth in the Schedule of Payments, to

be immediately due and payable.

(B) Exercise all the rights and remedies of the Authority set forth in the Act,

(C) Take whatever action at law or in equity may appear necessary or desirable to

enforce its rights under this Assistance Agreement.

(D) Submit a formal referral to the appropriate federal agency, as required by the

Federal Agreement.
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The sole remedies for an Event of Default under this Assistance Agreement arising by
visiuc uf ihc Ldilure of the Governniental Agency to comply with the provisions of Section 6.10
hereof shall be those remedies specifically set forth in Section 6.10hereof

Section 8.3. Appointment of Receiver. Upon the occurrence of an Event of Default, and

upon the filing of a suit or other commencement of judicial proceedings to enforce the rights of
the Authority under this Assistance Agreement, the Authority shall be entitled, as a matter of
right, to the appointment of a receiver or receivers of the System and all receipts therefrom,

pending such proceedings, with such power as the court making such appointment shall confer;
provided, however, that the Authority may, with or without action under this Section, pursue any
available remedy to enforce the payment obligations hereunder, or to remedy any Event of
Default.

Section 8.4. No Remedv Exclusive. No remedy herein conferred upon or reserved to the

Authority 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 8.5. Consent to Powers of Authoritv Under Act. The Governmental Agency
hereby acknowledges to the Authority its understanding of the provisions of the Act, vesting in

the Authority certain powers, rights and privileges in respect of the Project upon the occurrence
of an Event of Default, and the Governmental Agency hereby covenants and agrees that if the

Authority should in the future have recourse to said rights and powers, the Governmental

Agency shall take no action of any nature whatsoever calculated to inhibit, nullify, void, delay or
render nugatory such actions of the Authority in the due and prompt implementation of this

Assistance Agreement.

Section'.6. 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 8.7. Aereement to Pav Attornevs'ees and Expenses. In the event that either

party hereto will 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 therefor 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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ARTICLE IX

MISCELLANEOUS PROVISIONS

Section 9.1. Approval not to be Unreasonablv Withheld. Any approval of the Authority

required by this Assistance Agreement shall not be unreasonably withheld and shall be deemed

to have been given on the thirtieth (30th) day following the submission of any matter requiring

approval to the Authority, unless disapproved in writing prior to such thirtieth (30th) day. Any

provision of this Assistance Agreement requiring the approval of the Authority or the satisfaction
or the evidence of satisfaction of the Authority shall be interpreted as requiring action by an

authorized officer of the Authority granting, authorizing or expressing such approval or
satisfaction, as the case may be, unless such provision expressly provides otherwise.

Section 9.2. Approval. This Agreement is made subject to, and conditioned upon, the

approval of this Assistance Agreement by the Secretary of the Finance and Administration

Cabinet.

Section 9.3. Effective Date. This Assistance Agreement shall become effective as of the

date first set forth hereinabove and shall continue in full force and effect until the date the

obligations of the Governmental Agency pursuant to the provisions of this Assistance Agreement
have been fully satisfied.

Section 9.4. Bindine Effect. This Assistance Agreement shall be binding upon, and shall

inure to the benefit of the parties hereto, and to any person, officer, board, department, agency,
municipal corporation, or body politic and corporate succeeding by operation of law to the

powers and duties of either of the parties hereto. This Assistance Agreement shall not be
revocable by either of the parties, without the written consent of the other party.

Section 9,5. Severabilitv. In the event that any provision of this Assistance Agreement
will be held invalid or unenforceable by any court of competent jurisdiction, such holding will

not invalidate or render unenforceable any other provision hereof.

Section 9.6. Assienabilitv. The rights of the Authority under this Assistance Agreement

shall be assignable by the Authority without the consent of the Governmental Agency, but none

of the rights, duties or obligations of the Governmental Agency under this Assistance

Agreement shall be assignable by the Governmental Agency without the prior written consent of
the Authority.

Section 9.7. Execution in Counterparts. This Assistance Agreement may be
simultaneously executed in several counterparts, each of which will be an original and all of
which will constitute but one and the same instrument.

Section 9.8. Applicable Law. This Assistance Agreement will be governed by and

construed in accordance with the laws of the Commonwealth.

Section 9.9. Captions. The captions or headings herein are for convenience only and in

no way define, limit or describe the scope or intent of any provisions or sections of this

Assistance Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Assistance Agreement to

be executed by their respective duly authorized officers as of the day and year above written.

ATTEST: KENTUCKY INFRASTRUCTURE
AUTHORITY

Title: Titte:2m ~~ W'~ LCJ,

ATTEST: GOVERNMENTALAGENCY:
MOUNTAIN
WATER DISTRICT

Titte+EgBETARY Title: CHAIRMAN

APPROVED: EXAMINED:

SECRETARY/FINANCE
ADM STRATION C T OF THE
COMMONWEALTH OF KENTUCKY

LEGAL COUNSEL jan@THE
KENTUCKY INF RUCTURE
AUTHORITY

CABINET FOR NATURAL RESOURCES
AND ENVIRONMENTAL PROTECTION OF
THE COMMONWEALTH OF KENTUCKY

B:Q,. ~ / 4) /-to,
Director
Division f Water
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EXHISIT A
MOUNTAIN WATER DISTRICT

PROJECT SPECIFICS
F01-07

GOVERNMENTAL AGENCY: ENGINEERS:

Name:
Address:

Contact
Person:

Mountain Water District
6332 Zebulon Hwy
P.O. Box 3157
Pikeville, KY 41501

Will Brown, Superintendent
(606) 631-9162
Big Sandy ADD

(606) 886-2374

Summit Engineering
101 Prosperous Place
Lexington, KY 41502

.Kevin Howard

(859) 264-9860

SYSTEM: Water

PROJECT: New water treatment plant and intake

PROJECT COST BREAKDOWN:

Administrative & Legal (KIA)
Land Acquisition (LGEDF)
Engineering (Local, LGEDF, AML)
Construction (Local, LGEDG, AML, RD, ARC, KIA)
Interim Financing (KIA)
Contingencies (Local, LGEDF, KIA)
TOTAL

$ 15,000
207,506
449,042

4,588,052
10,000

229.403 *

$5,499,003

*Note: KIA portion of contingency funding of $129,414 is to be used only if necessary to
complete the project as planned. Any unused portion will return to the Drinking Water
Revolving Fund.

FUNDING SOURCES:
Local Funds (Pike Co Fiscal Court-Coal Severance)
LGEDF (State Surplus Grant)
AML Grant
RD Grant
RD Loan
ARC Grant
KIA Fund A Loan
TOTAL

$ 583,085
1,376,683

642,163
400,000
800,000
500,000

1,197,072
$5,499,003



KIA FUND A LOAN AMOUNT: $1,197,072
LOAN RATE'.8%
REPAYMENT TERM: 20 years
ESTIMATED ANNUAL DEBT SERVICE PAYMENT: $74,530

AMORTIZATION COMMENCEMENT DATE: June 1 and December 1

Interest payments will commence within six months from first draw of funds. (estimated
12/01/02)

Full principal and interest payments will commence within one year of initiation of
operation. (estimated 12/01/03).

REPLACEMENT RESERVE ACCOUNT: $51,294 to be deposited into borrower held

account on or before December 1 of each year commencing with first full principal and
interest payment. The annual deposits are to be made until balance reaches $512,940
and maintained for the life of the loan.

ADMINISTRATIVE FEE: .25%

DEFAULT RATE: 8.0%

LIABILITY INSURANCE COVERAGE:

Death or Personal Injury (per person)
Death or Personal Injury (per occurrence)
Property Damage on System



EXHIBIT 8

REQUEST FOR PAYMENT WITH RESPECT TO
ASSISTANCE AGREEMENT DATED JANUARY 1, 2002

Request No.

Original sent to: Kentucky Infrastructure Authority
375 Versailles Road
Frankfort, Kentucky 40601

Dated:

Copy sent to: Ms. Donna Marlin

Drinking Water Branch
Division of Water
Natural Resources and

Environmental Protection Cabinet
14 Reilly Road
Frankfort, Kentucky 40601

FROM:

Gentlemen:

MOUNTAIN WATER DISTRICT (the "Governmental Agency" )

The above identified Governmental Agency has entered into an Assistance Agreement
with the Kentucky Infrastructure Authority (the "Authority" ) for the acquisition and construction

of drinking water supply facilities, 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 Authority's funding share of these

expenses is in the amount so denoted in this request totaling $

Documentation supporting the expenses incurred and identified per this request are
attached.

ELIGIBLE PROJECT EXPENSES INCURRED

Contractor
Expenses this

Request

Expenses to
Date

Total



ALLOCATION OF FUNDING FOR EXPENSES

Funding Source
Portion of

Expenses this Reauest
Portion of Expenses

Total to Date

Totals

The Governmental Agency certifies it has also paid Project expenses for planning and

design or has submitted requisitions to the applicable funding sources for Project expenses,
which have not been identified in any previous Request or Payment, as follows:

Fundine Source
Amount of Payment

or Reauisition
Date of Payment

or Requisition

Respectfully submitted,

Govemrnental Agency

By:

Title
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CERTIFICATE OF CONSULTING ENGINEERS AS TO
PA"r iviENT REQUEST

The undersigned, a duly qualified and licensed Engineer hereby certifies that he or she

represents the Governmental Agency submitting this request in connection with the "Eligible

Project" and that all expenses represented in this request were duly incurred for the Construction

of the "Project," that the Authority's funding share of these expenses is accurately represented

and that such expenses have not been the subject of any request for disbursement previously

submitted.

Engineer/Architect

Firm Name
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EXHIBIT C

SCHEDULE OF SERVICE CHARGES



Ut/e(f ZUUZ l (:db bebb313887 MiAD VAbb. Ut

Form for filing Rate Schedules

Mountain Water District

Name of issuing Corporation

For: Entire Service Area
Community Town or City
P.S.C. KY NO, 1

Seventh Revised Sheet No 2
Cancelling P.S.C. KY No, 1

Sixth Revised Sheet No. 2

CLASSIFICATION OF SERYICE

Monthiv Rates

5/8 x 3/4-Inch
First 2,000 Gallons
Next 8,000 Gallons
All over 10,000 Gallons

1 Inch
First 5,000 Gallons
Next 5,000 Gallons
All Over 10000 Gallons

2 Inch
First 20,000 Gallons
Over 20,000 Gallons

3 inch
First 30.000 Gallons
Over 30,000 Gallons

First 50,000 Gallons
Over 50,000 Gallons

6 Inch
First 100,000 Gallons
Over 100,000 Gallons

Wholesale rate for Maitln

County Water District

Line Leak Adjustment Rate

$17.90 Minimum BIII

5.95 Per 1,000 Gallons
5.16 Per 1,000 Gallons

$35.75 Minimum Bill

5.95 Per 1,000 Gallons
5.'i6 Per 1,000 Gailons

$117,10 Minimum Bill

5.16 Per 1,000 Gallons

$168.70 Minimum Bill

5.16 Per 1,000 Galions

$271.90 Minimum Bili

5.16 Per 1,000 Gallons

$529.90 Minimum Bill

5.16 Per 1,000 Gallons

$1.80 per 1000 Gallons

$3.29 per 1,000 Gallons

HY

Fo

i UBLIC SEHVICECOMVISSIG~
P" KENTUCKY

EFFECTII/E

AUG 11 19gy

"RSUAN T TP 807 K/tg 5.01)
SECTIPj4.9 (f)

C.~
r.:E coul

assi'ATE

OF ISSUE'Auciqst,18, 1997

ISSUED BY: Will Brown

Name of8fficer

DATE EFFECTIVE>uqust 11, 1997

TITLE: Manager

issued by authority of an Order of the Public Service Commission of Kentucky in Case No, 96-126 dated
August 11.1997.
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Form for filing Rate Schedules

Mountain Water Oistrtct

Name of Issuing Corporation

For; Entire Service Area
Community, Town or City
P,S.C. KY NO. 1

Original Sheet No. 2.1

CLASSIFICATION OF SERVICE

Surcharge $0.45 per 1,000 Gailons Limited to
three years or $831,675 collected.
To become effective August 11, 1998.

AUG 1 't 1998

PURSUANT TO 507 KAR 6;0f1,
SECTION 9 f1)

PUILIC SERVICECOMMISSION
KENTLCKY

EFFECTIYE

EIy; S
SECRET

MISSION

DATE OF ISSUEAugust 18, 1997 DATE EFFECTIVEAugust 11, 1998
r

ISSUED BY: WIIIPown TITLE; Manager
Name of lttfficer

Issued by authority of an Order of the Public Service Commission of Kentucky in Case No. 96-126 dated
August 11, 1997.
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Form for filing Rate Schedules

Mountain Water District
Name of issuing Corporation

For; Entire Service Area

Community, Town or City

P.S.C. KY NO. 1

Sixth Revised Sheet No. 2

Cancelling P.S.C. KY No. 1

First Revised Sheet No, 2

CLASSIFICATION OF SERVICE

Sewer Rates

Monthlv Rates

First 2,000 Gallons
Over 2,000 Gallons

Connection Fee

$12.00 Minimum Bill

6.00 Per 1,000 Gallons

5/8.,x 3/4 Inch $700.00
PVBl.lC SERVlCE COP,i,'rflSSlOix

OF KENTUCKY
EFFE'CTIVE

All additional size connections - Actual Cost

MAR 1 ] eggy

PURSUANT TQ 807 KAH RO I l,
SECTION 9 (1)

8Y Q.M C, AW
FOR TCPUBLIC SERV!C< CQI IIIISSlQ'I

DATE OF ISSUE: March 11, 1997 DATE EFFECTIVE: March 11, 1997
l

ISSUED BY: Will Brown TITLE: Manacter
Name of Officer

Issued by authority of an Order of the Public Service Commission of Kentucky in Case
No. 97-112 'ated March 11, 1997.



EXHIBIT D

RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT APPROVING AND
AUTHORIZING AN ASSISTANCE AGREEMENT DATED AS OF JANUARY

1, 2002 BETWEEN THE MOUNTAIN WATER DISTRICT AND THE
KENTUCKY INFRASTRUCTURE AUTHORITY.

WHEREAS, the Board of Commissioners ("Governing Authority" ) of the Mountain

Water District ("Governmental Agency" ) has previously determined that it is in the public
interest to acquire and construct certain facilities and improvements to the Governmental

Agency's Water System (the "Project") and

WHEREAS, the Governmental Agency has made application to the Kentucky
Infrastructure Authority (the "Authority" ) for the purpose of providing monies to acquire and

construct the Project; and

WHEREAS, in order to obtain such monies, the Governmental Agency is required to

enter into an assistance agreement dated as of January 1, 2002 (the "Assistance Agreement" )
with the Authority.

NOW, THEREFORE, BE IT RESOLVED by the Board of Commissioners of the

Mountain Water District, as follows:

SECTION l. That the Governing Authority hereby approves and authorizes the

Assistance Agreement between the Governmental Agency and the Authority substantially in the

form on file with the Governmental Agency for the purpose of providing the necessary financing

to the Governmental Agency for the acquisition and construction of the Project.

SECTION 2. That the Chairman and Secretary of the Governmental Agency be and

hereby are authorized, directed and empowered to execute necessary documents or agreements,
and to otherwise act on behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at the earliest time provided by law.

ADOPTED on /- 30 , 2002.

Chairman

WitI+p. Pretary



CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

Mountain Water District; that the foregoing is a full, true and correct copy of a Resolution

adopted by the governing authority of said Commission at a meeting duly held on

2002; that said official action appears as a matter of public record in the official records or

journal of the governing authority; that said meeting was held in accordance with all applicable

requirements of Kentucky law, including KRS 61.810,61.815,61.820 and 61.825; that a quorum

was present at said meeting; that said official action has not been modified, amended, revoked or

repealed and is now in full force and effect.

IN TESTMONY WHEREOF, witness my signature this3h+ay opt~002.

Qe+ptr'tftng Officer
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EXHIBIT E

OPINION OF COUNSEL

[Letterhead of Counsel to Governmental Agency j

[Date]

Kentucky Infrastructure Authority

375 Versailles Road
Frankfort, Kentucky 40601

RE: Assistance Agreement by and between Kentucky Infrastructure Authority and

Mountain Water District, dated as of January 1, 2002

Ladies and Gentlemen;

The undersigned is an attorney at law duly admitted to the practice of law in the
Commonwealth of Kentucky and is legal counsel to the Mountain Water District, hereinafter

referred to as the "Governmental Agency". I am familiar with the organization and existence of
the Governmental Agency and the laws of the Commonwealth applicable thereto. Additionally I
am familiar with the drinking water supply project (the "Project") with respect to which the

Assistance Agreement by and between the Kentucky Infrastructure Authority ("Authority" ) and

the Governmental Agency is being authorized, executed and delivered.

I have reviewed the form of Assistance Agreement by and between the Authority and the

Governmental Agency, the resolution or ordinance of the governing authority authorizing the

execution and delivery of said Assistance Agreement.

Based upon my review I am of the opinion that:

1) The Governmental Agency is a duly organized and existing political subdivision

or body politic of the Commonwealth of Kentucky validly existing under the Constitution and

statutes of the Commonwealth of Kentucky.

2) The Assistance Agreement has been duly executed and delivered by the

Governmental Agency and is a valid and binding obligation of the Governmental Agency
enforceable in accordance with its terms, except to the extent that the enforceability thereof may
be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of

creditors'ights

or remedies generally.

3) The Governmental Agency has all necessary power and authority (i) to enter into,

perform and consummate all transactions contemplated by the Assistance Agreement, and (ii) to

E-1



execute and deliver the documents and instruments to be executed and delivered by it in

connection with the construction of the Project.

4) The Service Charges, as defined in the Assistance Agreement, are in full force
and effect and have been duly and lawfully adopted by the Governmental Agency.

5) The execution and delivery of the Assistance Agreement and the performance by
the Governmental Agency of its obligations thereunder does not and will not conflict with,

violate or constitute a default under any court or administrative order, decree or ruling, or any

law, statute, ordinance or regulation, or any agreement, indenture, mortgage, lease, note or other

obligation or instrument, binding upon the Governmental Agency, or any of its properties or
assets. The Governmental Agency has obtained each and every authorization, consent, permit,

approval or license of, or filing or registration with, any court or governmental department,

commission, board, bureau, agency or instrumentality, or any specifically granted exemption
from any of the foregoing, that is necessary to the valid execution, delivery or performance by
the Governmental Agency of the Assistance Agreement and the imposition of the Service
Charges.

6) To the best of my knowledge after due inquiry there is no action, suit, proceedings
or investigation at law or in equity before any court, public board or body pending or threatened

against, affecting or questioning (i) the valid existence of the Governmental Agency, (ii) the right
or title of the members and officers of the Governmental Agency to their respective positions,
(iii) the authorization, execution, delivery or enforceability of the Assistance Agreement. or the

application of any monies or security therefor, (iv) the construction of the Project, (v) the validity

or enforceability of the Service Charges or (vi) that would have a material adverse impact on the

ability of the Governmental Agency to perform its obligations under the Assistance Agreement.

7) None of the proceedings or authority heretofore had or taken by the Governmental

Agency for the authorization, execution or delivery of the Assistance Agreement has or have
been repealed, rescinded, or revoked.

8) To the best of my knowledge, the Governmental Agency has fully complied with

all federal and state labor and procurement laws in connection with the construction of the

project.

9) All proceedings and actions of the Governmental Agency with respect to which

the Assistance Agreement is to be delivered were had or taken at meetings properly convened
and held in substantial compliance with the applicable provisions of Sections 61.805 to 61.850of
the Kentucky Revised Statutes.

Very truly yours,

E-2



EXHIBIT F

TO ASSISTANCE AGREEMENT BETWEEN
MOUNTAIN WATER DISTRICT

("GOVERNMENTAL AGENCY" ) AND
THE KENTUCKY INFRASTRUCTURE AUTHORITY

Total Loan to be Repaid by
Governmental Agency to
Kentucky Infrastructure Authority

Principal and Interest Payable
on Each June 1 and December 1

It is understood and agreed by the parties to this Assistance Agreement that this Exhibit F
is an integral part of the Assistance Agreement between the Governmental Agency and the
Kentucky Infrastructure Authority.

IN WITNESS WHEREOF, the parties have caused this Exhibit F to Assistance
Agreement to be executed by their respective duly authorized officers as of the date of said
Assistance Agreement.

KENTUCKY INFRASTRUCTURE
AUTHORITY

By:

Title:

MOUNTAIN WATER DISTRICT
Governmental Agency

By:

Title:

ATTEST:



EXHIBIT G

ADDITIONAL COVENANTS AND AGREEMENTS

1. The Governmental Agency covenants and agrees to regularly monitor revenues and

expenses to insure adequate debt service coverage.

2. The Governmental Agency covenants and agrees to submit annual audits to the

Authority during the term of this Agreement.

3. Of the amount set forth in Exhibit A under the heading "Project Cost Breakdown—
Contingencies", the amount of $129,414, representing proceeds of the Loan to be utilized solely
for contingencies, shall be used only to the extent required to complete the Project in accordance
with plans and specifications heretofore approved by the Authority, Any balance of such

contingency amount remaining following completion of the Project shall be released to the

Authority and credited against the principal amount of the Loan effected under this Agreement.



RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT APPROVING AND
AUTHORIZING AN ASSISTANCE AGREEMENT DATED AS OF JANUARY
1, 2002 BETWEEN THE MOUNTAIN WATER DISTRICT AND THE
KENTUCKY INFRASTRUCTURE AUTHORITY.

WHEREAS, the Board of Commissioners ("Governing Authority" ) of the Mountain

Water District ("Governmental Agency" ) has previously determined that it is in the public

interest to acquire and construct certain facilities and improvements to the Governmental

Agency's Water System (the "Project") and

WHEREAS, the Governmental Agency has made application to the Kentucky
Infrastructure Authority (the "Authority" ) for the purpose of providing monies to acquire and

construct the Project; and

WHEREAS, in order to obtain such monies, the Governmental Agency is required to
enter into an assistance agreement dated as of January 1, 2002 (the "Assistance Agreement" )
with the Authority.

NOW, THEREFORE, BE IT RESOLVED by the Board of Commissioners of the

Mountain Water District, as follows;

SECTION 1. That the Governing Authority hereby approves and authorizes the
Assistance Agreement between the Governmental Agency and the Authority substantially in the

form on file with the Governmental Agency for the purpose of providing the necessary financing

to the Governmental Agency for the acquisition and construction of the Project.

SECTION 2. That the Chairman and Secretary of the Governmental Agency be and

hereby are authorized, directed and empowered to execute necessary documents or agreements,
and to otherwise act on behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at the earliest time provided by law,

ADOPTED on /- 5, 2002.

Attest:
Chairman

Title: cr



CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

Mountain Water District; that the foregoing is a full, true and correct copy of a Resolution

adopted by the governing authority of said Commission at a ineeting duly held on Jp~l iApq 90,
2002; that said official action appears as a matter of public record in the official records or

journal of the governing authority; that said meeting was held in accordance with all applicable

requirements of Kentucky law, including KRS 61.810,61.815,61.820 and 61.825; that a quorum

was present at said meeting; that said official action has not been modified, amended, revoked or

repealed and is now in full force and effect.

2002.
IN TESTIMONY WHEREOF, witness my signature this 30@day of <Qp~uA~1

/~rdirrg Officer

21034'

-2-



KENTUCKY INFRASTRUCTURE AUTHORITY
Minutes of Full Board Meeting

October 4, 2001

A meeting of the Kentucky Infrastructure Authority (the Authority) was called to order by
Chair T. Kevin Flanery at 1:30p.m, on October 4, 2001, at the Kentucky infrastructure Authority,
375 Versailles Road, Frankfort, Kentucky.

Members present: Secretary T. Kevin Flanery, Finance and Administration Cabinet; Mr. Gregory
Heitzman, representing the American Water Works Association; Mr. Roy Mundy, representing
private, investor owned water systems; Mr. Damon Talley, representing the Kentucky Rural
Water Association; Mr. Smith Mitchell, proxy for Secretary Gene Strong, Economic
Development Cabinet; Ms. Myralee Smith-Cowley, proxy for Commissioner Jody Lassiter,
Department for Local Government; Mr. Hank List, proxy for Secretary games Bickford, Natural
Resources and Environmental Protection Cabinet; and Mr. Jerry Wuetcher, proxy for Mr. Tom
Dorman, Executive Director, Public Service Commission.

Guests present: Representing Bullock Pen Water District: Mr. Bobby Burgess, Chairman and
Mr. Quinten Smith, CMW Engineers; representing Mountain Water District: Mr. Kevin Howard,
Summit Engineers; Mr. Gary Larimore, Kentucky Rural Water Association; Ms. Lori Davis,
Kentucky Housing Corporation; Mr. Chris Stewart, HMB Engineers; Mr. Bob Chandler,
Department for Local Government; Ms. Vicki Ray and Ms. Kelli Rice, Natural Resources and
Environmental Protection Cabinet; Ms. Karen Crabtree and Ms. Nancy Osborne, Legislative
Research Commission; Mr. Tony Harover, PEH Engineers; Ms. Sandy Williams, Office of
Financial Management.

Chair Flanery noted a quorum was present and that the press had been notified regarding the
meeting.

NEW BUSINESS

APPROVAL OF MINUTES OF THE KENTUCKY INFRASTRUCTURE AUTHORITY
FULL BOARD MEETING OF SEPTEMBER 6, 2001

Chair Flanery called for a motion to approve the minutes. Mr. Talley moved to approve the
minutes; Mr. Heitzman seconded and motion carried.

PROGRAM REPORT
Information Update

Uniform System of Accounts/Reporting

Mr. Roger Recktenwald, Executive Director, Kentucky Infrastructure Authority (KIA) reported
that the committee is in the process of finalizing the uniform accounting and reporting format for
all grantee/borrowers of KIA. Generally the uniform system of accounts will have greatest
impact on municipal systems.

A final draft of the budget format, chart of accounts and monthly operating report format will be
presented to the full Work Group on October 30, 2001, to become effective January 1, 2002.
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Consolidation: Mergers and Acquisitions

Mr. Recktenwald, noted that a summary listing system acquisitions and mergers recently
consummated, regionalization projects, and systems involved in service-cooperation interlocal
agreements was included in the addendum packet which was distributed to board members.

BUSINESS
New Projects

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING APPROVAL OF
A FEDERALLY ASSISTED DRINKING WATER REVOI,VING LOAN (FUND F)
OF $1,067,658 TO THE MOUNTAIN WATER DISTRICT, PIKE COUNTY, FOR
A NEW WATER TREATMENT PLANT AND INTAKE

Ms. Kim Anness, KIA, illustrated the location of the proposed project via the WRIS. Ms. Vicki

Ray, Division of Water, NREPC, and Ms. Debby Milton, KIA, presented the resolution.

The Mountain Water District seeks to fund a new water plant and raw water intake. The project
involves construction of a 2.0 million gallon per day plant and the raw water intake. It will

replace the current Marrowbone Water Treatment Plant. This plant is fast approaching the end
of their useful life.

The Marrowbone Water Treatment Plant is not expandable due to its proximity to a railroad, the
Russell Fork, existing homes and the topography of the area. The source of water will still be
the Russell Fork of the Big Sandy.

Currently there are approximately 2,600 customers served by the Marrowbone plant with the
potential of serving 5,260 additional customers with the additional plant capacity.

The Mountain Water District has had violations of chemical contaminate standards in the past
and this project would correct that problem.

Plans and specifications were approved by the Division of Water in April of 2001 and are
consistent with the Pike County Water Supply Plan. The project is cleared to proceed.

Ms. Milton noted that the project has multiple funding sources that are in place. When the bids
came in on the project they were over and the Mountain Water District cut contingencies to less
than two percent.

Rural Development has grant and loan funding in the project and insisted that contingency be at
five percent. The Mountain Water District is asking to increase its loan amount to cover up to
the five percent of the construction amount for the contingencies.

Division of Water and Authority staff recommends this project for approval based on the
following conditions: 1) Mountain Water District will need to closely monitor revenues and
expenses for adequate debt coverage; and 2) Annual audits must be submitted to KIA for the
life of the loan.
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Discussion was held regarding the need for increased capacity level of the new plant. Mr. Kevin
Howard, Summit Engineers, noted that the Mountain Water District is currently under contract
with the City of Pikeville for 1.5million gallons per day. The new facility will relieve some of the
water need but supply from the City will also be needed for a portion of Pike County.

Concern was voiced regarding the rate increase proposed by the City of Pikeville and its impact
on the Mountain Water District. Mountain Water District will not have a rate increase at this
time.

Due to the large volume demand and the limitations on available supply to the Mountain Water
District, the new plant will be an important regionalization project, permitting service extensions
to Elkhorn City and communities in Letcher County.

Mr. McCormick moved to approve the resolution; Chair Flanery noted the motion and called for
a second; Mr. Talley seconded and motion carried.

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING APPROVAL'OF
A FEDERALLY ASSISTED DRINKING WATER REVOLVING LOAN (FUND F)
OF 8355,660 TO THE BULLOCK PEN WATER DISTRICT, GRANT COUNTY,
FOR WATER LINE REPLACEMENT

Ms. Kim Anness, KIA, illustrated the location of the proposed project via the WRIS. Ms. Ray,
Division of Water, NREPC, and Ms. Milton, KIA, presented the resolution.

Bullock Pen Water District (the District) requests funding to replace smaller asbestos cement
lines with PVC and PE water lines and make other distribution system improvements. This line

will eliminate an existing bottleneck.

Plans and specifications were approved for this project in July 2001 and the project is consistent
with the Grant County Water Supply Plan. The Division of Water has also approved the
environmental review.

Replacement of these lines will better allow for compliance with the Safe Drinking Water Act and
the asbestos standards.

The District does not anticipate any additional rate increase at this time. The District does
anticipate adding between 200-300 customers in the near future due to anticipated growth. This
project will require Public Service Commission review.

DOW and KIA staff recommends the project for approval with the following condition: 1) Before
any KIA funds can be disbursed, the District must submit documentation of Public Service
Commission review and approval of the project.

Mr. Bobby Burgess, Chairman, Bullock Pen Water District, noted that the existing water lines
have been in place for many years and are in need of being replaced with larger water lines.
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The Bullock Pen Water District qualifies for the hardship rate.

Mr. Talley moved to make a motion to approve the resolution; noting the motion Chair Flanery
called for a second; Mr. Heitzman seconded and motion carried.

Establishing Funding Cycles for the Kentucky Certified Clean Counties Program

Mr. Recktenwald noted that with regard to the Clean Counties Program the Authority is
cooperating with the Department of Transportation and in partnership with the Division of Waste
Management in funding projects through the Kentucky Certified Clean Counties Program.

In the context in funding all eligible projects a problem has arisen regarding the statutory ceiling
of the Authority's funding availability of $75,000 per project funding cycle. The Department of
Transportation does not have a similar ceiling. With this ceiling, the Department of
Transportation will expend all funds before KIA funds are expended and consequently will leave
several eligible projects unfunded.

In order to fund projects, the Authority staff recommends that the Board establish a monthly
funding cycle for solid waste projects. Any application received during a funding cycle may be
considered for funding at the $75,000 maximum amount in one or more subsequent funding
cycles.

If this recommendation is accepted, the Authority would amend funding arrangements already
approved by the Board for two (2) approved programs: the Magoffin County and Knott County
programs.

Chair Flanery called for a motion regarding the recommended funding cycle; Mr. Heitzman
moved to approve the recommendation; Mr. Mundy seconded and motion carried.

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING AMENDMENT
OF SOLID WASTE GRANTS (FUND E) (KENTUCKY CERTIFIED CLEAN
COUNTIES PROGRAM) TO MAGOFFIN COUNTY AND KNOTT COUNTY AND

APPROVAL TO PIKE COUNTY FOR CLEANUP OF OPEN DUMPS

Ms. Cathy Guess, Division of Waste Management, NREPC, and Mr. John Covington, KIA,

presented the resolution.

The Magoffin County and Knott County projects that were approved at a previous board
meeting were offered for amendment to reflect three (3) funding cycles of up to $75,000 each
with the balance of funding to come from the Department for Transportation and local funds.

The Pike County project was presented for consideration; staff noting that by allowing the
additional funding cycles, Authority funds may be available in five (5) funding cycles for Pike
County, each of which will be presented at future Board meetings.
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Two conditions are placed on the grants: 1) the County will remove and properly dispose of all
solid waste in accordance with all applicable Kentucky laws and regulations; 2) the County will

maintain compliance with the County solid waste management plan.

Chair Flanery called for a motion to approve the recommended amended Magoffin and Knott
Counties projects and the Pike County project; Mr. Heitzman moved to approve the resolution;
Mr. Mundy seconded and motion carried.

ADMINISTRATIVE ACTION
RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY QUTHORI2ING AND

APPROVING THE ISSUANCE OF OBLIGATIONS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY TO REIMBURSE CAPITAL EXPENDITURES
MADE BY GOVERNMENTAL AGENCIES PURSUANT TO LOANS MADE BY
THE KENTUCKY INFRASTRUCTURE AUTHORITY TO SUCH GOVERNMENT
AGENCIES

Mr. Covington, noted that this routine resolution allows the Authority to reimburse expenses that
are paid out of the Authority's funds with bond proceeds. The projects covered under this
resolution are listed in the October 4, 2001 Board book. Chair Flanery called for a motion to
approve the resolution. Mr. McCormick moved to approve the resolution; Mr. Talley seconded
and motion carried.

POLICY MATTERS
2020 Program —Project Selection Process
Committee Report and Recommendation

Mr. Greg Heitzman gave a brief overview of the Project Selection Recommendation.

Projects will be considered which comply with the Board's April guidelines, which established
Service and Regional Project categories. Points will be awarded based on the following
prioritization criteria as recommended by the Board's Project Selection Committee: Number of
Households Served, Regional Projects (projects involving more than one system); Median
Household Income (MHI); and Cost Per Household.

The Committee recommended establishing fund set asides as follows: Regional Projects-
$15 million, with no more than one (1) per Area Development District (ADD); and, Service
Projects - $30 million, for "unserved" and "underserved" projects; and, Small Projects for
Unserved Households - $5 million, for those projects which affect fifty (50) households or less,
the total cost of which is not greater than $500,000 and the KIA participation is not more than

$250,000.

The Committee indicated that it was assuring that the issues of geographic distribution; ADD

prioritization, and the impact on tobacco counties was considered in project selection.
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Mr. Heitzman asked for a vote of confidence regarding the Committee's work. Chair Flanery
called for a vote to ratify the Project Selection Committee's work, and members voted in the
affirmative by acclamation.

2020 Emergency Regulations

Mr. Recktenwald noted that the 2020 Project Selection Cornrnittee will meet again to establish a
threshold of projects that would receive funding within each of the above categories. Meetings
will be held with funding agencies involved in the funding process to make sure that funding
efforts are not duplicated. A list of projects for funding will be presented to the Board for
approval in late November or December 2001.

He noted as required procedure, that once the Board accepts the recommendations and make
an "allocation of funding" there will be a transmittal letter informing the respective communities.
The community will be tasked to illustrate that it can secure the baiance of funding associated
with their proposal, proceed in the timeframe given, and achieve the other commitments made
in the Project Profile.

Within a given period of time, if the community cannot and does not move forward in the
established timeframe that project allocation will be set aside and the Authority would go to the
next project on the funding list.

The Authority's legal counsel, Mr. Dirk Bedarff, Peck, Shaffer 8 Williams LLP, is in the process
of drafting emergency regulations for the 2020 Program.

BOND ISSUES
The Preliminary Bond and General Trust Indenture Resolution

Mr. Covington presented the draft resolution for the 2020 fund in the amount of $50 million

authorizing the preliminary bond issuance and a general trust indenture. Since this is the first
issuance for these bonds for this program the Authority has to authorize the execution of a
General Trust Indenture.

Chair Flanery called for a motion to approve the resolution. Mr. Talley moved to approve the
resolution; Mr. McCormick seconded and motion carried.

The Preliminary Bond Resolution

This resolution is for Fund A and Fund F new money and potential refunding for Funds A, B,
and E. State appropriation supported debt is the only refinancing being considered at this time.

Chair Flanery called for a motion to approve the resolution; Mr. McCormick moved to approve
the resolution; Mr. Mundy seconded and motion carried.

A State Property and Buildings Commission Resolution was included in the Board book for
information purposes.
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FINANCIAL STATUS REPORTS ON FUNDS A, A1, B, B1, B2, C, E, F, AND F1

Mr. Recktenwald, noted that a copy of the financial status report for ail funds was included in the
board book for information purposes. The Authority is in the process of closing out both the
Fund B1 and HB502 projects.

SPECIAL ANNOUNCEMENTS / NOTIFICATONS
The Council of Infrastructure Financing Authorities (CIFA) Conference

Ms. Milton noted that the conference is being sponsored by CIFA in cooperation with the
Kentucky Infrastructure Authority. CIFA is a national organization which provides assistance
and support to the Authority as regards the two (2) federal programs (Funds A and F).
Kentucky is one of the three states that helped to originally form the CIFA organization.

The conference is to be held November 11-13, 2001 at The Seelbach Hilton, Louisville,
Kentucky.

FY01 Wastewater Capitalization Grant and Submittal of Drinking Water
Capitalization Grants

The Authority has received notice of approval for the FY2001 Wastewater Capitalization Grant.

Submittal of the two (2) Drinking Water Capitalization Grants for 2001 and 2002 will be made
within the next month.

Next Scheduled KIA Board Meeting

The next KIA board meeting is scheduled for Thursday, November 1, 2001, 1:30 p.m. at the
Kentucky infrastructure Authority office, 375 Versailles Road, Frankfort.

Stakeholders/Agencies Roundtable

The Public Service Commission, Natural Resources and Environmental Protection Cabinet and
the Kentucky Infrastructure Authority has scheduled stakeholders/agencies meetings for the
following dates/times:

Tuesday, October 16, 2001
1:30p.m. —4:00 p.m. (local time)
Lexington Public Library, Conference Room A

Wednesday, October 17, 2001
1:30p.m. —4:00 p.m. (local time)
Madisonville Tech Center

These sessions will solicit input regarding the definitions for development in Kentucky as called
for in the Safe Drinking Water Act and input regarding streamlining of processes and
procedures relating to project planning, development, approval, and funding.
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There being no further business the meeting was adjourned.

Submitted by:

/0~ 7' ~,
Debby L. Milto+Secretary
Kentucky Infra ructure Authority

D."IMy Documents)KIA>MINUTES$ 10-04-01-M.doc
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Kentucky Infrastructure Authority
375 Versailles Road

Frankfort, Kentucky 40601-3646
502-573-0260 ~ 502-573-0157 fax

http%/vris.state.ky.us/kia/

October 5, 2001

Ms. Toni Akers, Chairman
Mountain Water District
P.O. Box 3157
Pikeville, Kentucky 41502

KENTUCKY INFRASTRUCTURE AUTHORITY
FEDERALLY ASSISTED DRINKING WATER REVOLVING LOAN FUND

CONDITIONAL COMMITMENT LETTER (F01-07)

Dear Ms. Akers:

The Kentucky Infrastructure Authority (KIA) commends your efforts to improve public
service facilities in your community. Your loan application to the KIA for construction of a
new water treatment plant and intake was approved by KIA on October 4, 2001. The total
cost of the project shall not exceed 85,499,003 of which the KIA loan shall provide up to
$1,197,072. Other anticipated funding for the project is reflected in the attached credit
analysis. The credit analysis and the Application for Loan Assistance incorporated herein

by reference fully describes the project.

An Assistance Agreement will be executed between KIA and the Mountain Water District

upon satisfactory performance of the conditions set forth in this letter. A period of six
months from the date of this letter (April 5, 2002) will be allowed for you to meet the
conditions set forth in this letter. Funds will be available for disbursement only after
execution of the loan agreement.

The Assistance Agreement and this commitment shall be subject, but not limited to, the
following terms:

The KIA project loan shall not exceed $1,197,072.

2. The loan shall bear interest at the rate of 1.8%per annum commencing with

the first draw of funds.

The loan shall be repaid over a period not to exceed 20 years from the date
the loan is closed.

Kentu"

Inh'e'~ei
" 'u're

'tullioetiry seeeecATeoN
L1ffi" »/ls' re»»»r PAYS

An Equal Opportunity Employer Ir 1/F/D
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Interest shall be payable on the amount of actual funds received. The first
payment shall be due on June 1 or December 1 immediately succeeding the
date of the initial draw of funds, provided that if such June 1 or December 1

shall be less than three months since the date of the initial draw of funds,
then the first interest payment date shall be the June 1 or December 1 which
is at least six months from the date of the initial draw of funds. Interest
payments will be due each six months thereafter until the loan is repaid.

Full principal payments will commence on the appropriate June 1 or
December 1 within twelve months from initiation of operation. Full payments
will be due each six months thereafter until the loan is repaid.

A loan servicing fee of 0.025% of the annual outstanding loan balance shall
be payable to KIA as a part of each interest payment.

Loan funds will be disbursed after execution of the loan agreement as project
costs are incurred.

KIA loan funds must be expended within six months of official date of
initiation of operation.

KIA Fund "F" loan funds are considered to be federal funds. OMB Circular
A-133, "Audits of States, Local Governments and Non-.Profit Organizations,
requires that all recipients and subrecipients expending $300,000 or more
in a year in federal awards must have a single or program-specific audit
conducted for that year in accordance with the Circular. If the federal
amount expended plus all other federal funds expended exceeds the
threshold, you are required to arrange for an A-133 audit to be performed by
an independent, licensed CPA, or in special cases, the Auditor of Public
Accounts of the Commonwealth of Kentucky. KIA requires an annual audit
to be preformed for the life of the loan.

The following is a list of the standard conditions to be satisfied prior to execution of the
Assistance Agreement or incorporated in the agreement. Any required documentation
must be submitted to the Division of Water (DOW).

The Authority to Award (bid) package must be submitted to the Division of
Water for approval within 21 days of bid opening.

The Assistance Agreement must be executed within six (6) months from bid
opening.
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The final plan of operation must be approved prior to 50 percent payment.

The draft operation and maintenance manual must be approved prior to 90
percent payment. The final operation and maintenance manual must be
approved prior to final payment and loan closing.

The city must agree to expend all KIA loan funds within six months of the
date of initiation of operation.

Documentation of final funding commitments from all parties other than KIA
as reflected in the credit analysis shall be provided prior to preparation of the
loan agreement and disbursement of the loan monies. Rejections of any
anticipated project funding shall be immediately reported and may cause this
loan to be subject to further consideration. (KIA)

The consulting engineer shall certify the expected life of the project. (KIA)

The loan must undergo review by the Capital Projects and Bond Oversight
Committee of the Kentucky Legislature prior to the state's execution of the
Assistance Agreement. The committee meets monthly on the third Tuesday.
At this time we know of no further submission required for their review;
however, they may request information as needed.

The city must complete and return to KIA the attached "Authorization For
Electronic-Deposit of Vendor Payment" Form.

Any special conditions listed below and/or stated in the credit analysis must be resolved.
(KIA and DOW)

MWD will need to closely monitor revenues and expenses for adequate debt
coverage.

Annual audits must be submitted to KIA for the life of the loan.

The KIA portion of contingency funding of $129,414 is to be used only if

necessary to complete the project as planned. Any unused portion will return
to the Drinking Water Revolving Fund.
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Please inform KIA of any changes in your financing plan as soon as possible. We wish you
every success for this project which will benefit both your community and the
Commonwealth as a whole.

Sincerely,

Debby L. Milton, etary
Kentucky Infrastructure Authority

Attachments

CC: Bill Gatewood, Division of Water
Dirk Bedarff, Peck, Shaffer & Williams LLP
Kevin Howard, Surnmitt Engineering

Please sign and return a copy of this letter indicating your acceptance of this commitment
and its terms. Also attach the completed "Authorization For Electronic Deposit of Vendor
Payment" Form.

Accepted
Jd-A8-oi

Date



EXECUTIVE SUMMARY
KENTUCKY INFRASTRUCTURE AUTHORITY
FUND F, FEDERALLY ASSISTED DRINKING WATER
REVOLVING LOAN FUND

:BORROWE'R"':::,: -"-:-'::-':'"'." ".;-:::::-':.I Mountain Water District, Pike County

Reviewer: Debby Milton

Date: October 4, 2001

:P,ROJEGT':F,.INA'NCING.'-'.: ':I

Local (Pike Co & MWD)
LGEDF
AML
RD Grant
RD Loan
ARC Grant
KIA Fund F Loan
Total
REPAYMENT:::::i"i';:,

583,085
I,376,683

642,163
400,000
800,000
500,000

1.197,072
$5,499,003

I Rate:
Term:

Total $5,499,003
1.8% Est. Annual Payment: $74,530
20 yrs 1st Payment: Six months

after 1"draw

Summitt
Peck, Shaffer & Williams

"'PROFESSIONA'L::;.,-;.:,':.':."",-,';,:,Engineer:
, SERVICES:,'.'.';'.::,.."";:,,-;-,':':-':::;::;,:,',.'.Bond Counsel:

: PR'OJECT,-SCHEDULE::.::: ', 'I Construction Award: 10/01
Construction Start: 10/01
Construction Stop: 02/03

.OTHER:-DEBT:::.::',::,':,-',':,-'.-":,".''-::,::-'-".-
I See Attached

;:DEBT;:PER"CUSTOMER';::;,:,:IExisting: $96.74 (water cust)
Proposed: $90.56 (water cust)

OTI;:IER:ST'ATE-::;FUNDED';:. ( See Attached
'PROJECTS',.L'AST';-.'.",YRS:;,",

;,8RIEF,:DESCRIPTION,'.:.;::.:-:.IMountain Water District is seeking funding for construction of a new
water treatment plant and intake. The proposed project (Fedscreek
Mouthcard Water Supply Project) also includes a connection between
the old plant and new plant.

I:.'PROJECT.':',.BUDGET:. -:;::.;::-"-'..:"--'-':*-'-"".'.I

Administrative 15,000
Land Acquisition 207,506
Engineering 449,042
Construction 4,588,052
Interim Financing 10,000
Contingencies 229,403

=.::RESIDENTIAL:-::RATES::.::--'::-:::.:,,:
I

'REGIONAL".:::;:,;,,':'::";:.':''.',

GOORDINATlON ':-'; ..:;;
-;;.'.",'AS

HFL'OW,,($
000);-':--;-:;".;-'-'udited

1996
Audited 199?
Audited 1998
Audited 1999
Unaudited 2000
Projected 2001
Projected 2002
Projected 2003

Water
Current:
Proposed:
None

Operating
Income

350
742

1,210
1,559
1,124
1,348
1,448
1,448

$29.80/4,000
Same

Debt Service

681
1,056
1,337
1,130
1,056
1,097
1,166
1,200

Income after
Debt Serwce

(331)
(313)
(126)

429
67

250
281
247

Coverage
Ratio

0.51
0.70
0.91
1.38
1.06
1.23
1.24
1.21



Reviewer: Debby L. Milton

Date: October 4, 2001

KENTUCKY INFRASTRUCTURE AUTHORITY
WASTEWATER REVOLVING LOAN FUND (FUND "F")

MOUNTAIN WATER DISTRICT, PIKE COUNTY
PROJECT REVIEW

PROJECT DESCRIPTION

Mountain Water District (MWD) proposes to construct a new water treatment plant
and intake. The new plant will be located along US 460/80 at Harless Creek. The
new location will replace the existing raw water source resulting in improved source
water quantity and quality.

The proposed project (Fedscreek Mouthcard Water Supply Project) also includes
a connection between the old plant and new plant.

The existing treatment plant is over 20 years old and rapidly deteriorating. The
current intake structure is an old concrete tower with two suction pumps that are
inundated during high flow. During low flow, water in the Russell Fork must be
diverted toward the intake structure to maintain suction. These are hardly the best
conditions for raw water intake thus the need for improved source water quality and
availability.

The reinforced concrete plant basins, clear well, and flocculator are in poor
condition with constant need of repair, and are becoming a drain on operations and
maintenance. Flocculation and sedimentation basins have no convenient means
of sludge removal. The existing plant periodically exceeds current finished water
turbidity levels and can not meet SFDWA requirements during storm events.

A new treatment plant will provide the best available technologies to allow

compliance with chemical contamination standards which have previously been in

violation. Replacement of the existing system will result in reduced VOC's, IOCs,
and SOC's. Disinfection by products, i.e., trihalomethanes and secondary
contaminants, i.e., nitrates, will be addressed with the new facility.

Mountain Water District has limited treatment capabilities as 80% of their treated
water is purchased wholesale from other systems. These purchase contracts are
reaching their limits. The City of Pikeville supplies treated water to MWD at a rate
of $1.31/1,000 gallons; City of Williamson at a rate of $1.31/1,000 gallons; and
Sandy Valley Water District at $2.01/1,000 gallons. The existing Marrowbone
Treatment Plant supplies the remaining 20% of the District's supply. With expected
growth in the area, (including the new Cumberland Valley High School), expansion
of the water system is required, or the growth cannot occur.



PROJECT BUDGET
Administrative & Legal (KIA)
Land Acquisition (LGEDF)
Engineering (Local, LGEDF, AML)

Construction (Local, LGEDG, AML, RD, ARC,KIA)
Interim Financing (KIA)

Contingencies (Local, LGEDF & KIA)

Total

$ 15 000
207,506
449,042

4,588,052
10,000

229,403
$ 5,499,003

PROJECT FUNDING

Funding Sources
LOcal FundS (Pike Co Fiscal Court —Coal Severance)

LGEDF (State Surplus Grant) appv'd

AML G rant appv'd

RD Grant appv'd

RD Loan appv'd

ARC Grant appv'd

KIA Fund F Loan

Total

583,085
1,376,683

642,163
400,000
800,000
500,000

$ 1,197,072
5,499,003

KIA Debt Service
Construction Loan
P&l (1.8%of loan amount)
Administrative Fee (.25% of loan amount)

Estimated Annual Debt Service Payment

IV. PROJECT SCHEOULE

$ 1,197,072
71,538
2,992

$ 74,530

Construction Award Date:
Construction Start Date:
Construction Stop Date:

10/01
10/01
02/03

V. KEY CONTACTS

Toni Akers, Chairman
Mountain Water District
P.O. Box 3157
Pikeville, KY 41502
606/631-9162

Summitt Engineering
101 Prosperous Place
Lexington, KY 41502
Kevin Howard
859/264-9860



VI. OUTSTANDING DEBT

Water
1988 RD Loan
1990 RD Loan
1992 RD Loan
1992 KIA Loan
1994 RD Loan
1994 KIA Loan
1994 KIA Loan
1995 RD Loan
1999 RD Loan

I

Sewer
1998 RD Loan
1998 KIA Loan
2000 KIA Loan

Arnt Outstandinq
$ 443,000
$ 432,000
$1,488,000
$ 186 711
$ 662,000
$5,165,093
$ 337,760
$1,344,000
$1,693,000

$ 176,000
$ 444,586
$1,116,576

Vll. OTHER STATE/FEDERAL FUNDING IN PAST FIVE
YEARS'ssue

1995 RD Grant
1995 CDBG
1995 AML Grant
1995 AML Grant
1995 AML Grant
1995 COE Grant
1996 RD Grant
1996 CDBG
1996 AML Grant
1996 AML Grant
1996 AML Grant
1997 RD Grant
1997 CDBG
1997 ARC Grant
1997 EDA Grant
1997 AML Grant
1997 AML Grant
1997 AML Grant
1997 AML Grant
1998 EDA Grant
1-998 ARC Grant
1998 AML Grant
1998 AML Grant
1998 DOT Reimb
1998 COE Grant

Amount
$ 217,100
$1,334,000
$ 657,467
$ 510,658
$ 32,285
$ 52,990
$ 372,100
$ 856;598
$ 249,373
$ 41,315
$ 52,990
$ 412,300
$ 7,073
$ 405,682
$ 613,713
$ 55,469
$ 34,685
$ 4,625
$ 61,500
$ 192,516
$ 112,515
$2,702,947
$ 11,500
$ 349,014
$ 9?,170

(Indian Creek)
(Elkhorn Creek)
(Hurricane Creek)
(Smith Fork)
(Freeburn/Magestic)
(Free burn/Magestic)
(Elkhorn Creek)
(Elkhorn Creek)
(Hurricane Creek)
(Freeb urn/Magestic)
(Freeburn/Magestic)
(Elkhorn Creek)
(Elkhorn Creek)
(Elkhorn Creek)
(Mossy Bottom)
(Hurricane Creek)
(Freeburn/Magestic)
(Brushy)
(Feds Creek/Mouthcard)
(Mossy Bottom)
(Mossy Bottom)
(Freeburn/Magestic)
(Feds Creek/Movthcard)
(Utility Relocation)
(McCarr Sewer)



1999AML Grant
1999AML Grant
1999 DOT Reimb

$ 156,489 (Freeburn/Majectic Water)
$ 59,326 (Feds Creek/Mouthcard)
$ 83,179 (Special Projects)

Vill. DEMOGRAPHICS/CUSTOMER MIX/RATE STRUCTURE

MWD, formed in 1986, is located in Pike County, the eastern most point of the
state. The territorial limits of MWD, set by the Pike County Judge/Executive, are all

of Pike County except: (1) the territory of that portion of the Sandy Valley Water
District located in Pike County, (2) the water service area of the City of Pikeville, (3)
the water service area of the City of Elkhorn City, and (4) the water service area of
the Mayo Village Water Company. The current population of the service is
estimated at 73,593. Median Household Income for the jurisdiction is $17,468.

A. WATER CUSTOMER MIX

Reside ntiai
Commercial
Industrial
Total

Current
9,454

438
0

9,892

Proposed Under
Separate Project

1,355
59
0

1,414

B.

Under a separate water line extension project, MWD will add approximately
1,355 new residential water customers currently utilizing wells. The 59
commercial customers include two (2) medical clinics and a new Cumberland
Valley High School.

RATE STRUCTURE

Current Water Rates (Effective 1997)

5/8 X 3/41nch

First 2,000 gallons
Next 8,000 gallons
Over 10,000 gallons

$17.90Minimum Bill

$ 5.95/1,000 gallons
$ 5.16/1,000 gallons

Billing for 4,000 gallons: $29.80

1 Inch

First 5,000 gallons $35.75 Minimum Bill

Next 5,000 gallons $ 5.95/1,000 gallons
All over 10,000 gallons $ 5.16/1,000 gallons



2 Inch

First 20,000 gallons $117.10Minimum Bill

All over 20,000 gallons $ 5.16/1,000 gallons

3 Inch

First 30,000 gallons $168.90 Minimum Bill

All over 30,000 gallons $ 5.16/1,000 gallons

4 Inch

First 50,000 gallons $271.90 Minimum Bill

All over 50,000 gallons $ 5.16/1,000 gallons

6 Inch

First 100,000 gallons $529.90 Minimum Bill

All over 100,000 gallons $ 5.16/1,000 gallons

The city currently has a 99% collection rate.

MWD currently has approximately 468 sewer customers and charges an
average of $24.00/4,000 gallons.

IX. FINANCIAL ANALYSIS (See Exhibit 1)

FY00 audit has not been finalized. Unaudited financial statement totals and
proforrna projections were provided by MWD.

Cashfiow

Historical: MWD continues to make great strives in providing water and sewer
service to unserved customers in the area. From FY96 to present, MWD has
increased the water customer base from 9,971 to 11,500, a 15% increase. For the
same period, sewer customers have increased from 144 to 468 or a 225% increase.

From FY96 to FYOO, overall revenues have increased by 50% while overall
expenses increased by 32%. In 1995, MWD started construction of a new 200,000
GPD (Mossy Bottom) wastewater treatment plant (WWTP), interceptor and
collection lines and appurtenances on U.S. 23. In 1997, MWD took over the
operation of the County's WWTP and in 1998 the Mossy Bottom WWTP came on
line.

Water sales increased due to recently completed projects adding customers and
rate increases in 1997.



Sewer revenue increased due to assumption of operation of additional county
owned package plants, addition of Mossy Bottom plant and customers and the
resolution of meter reading problems with the Sandy Valley WD.

Water expenses in 1996 are due to major expenditures to correct water loss (40%).
By 1997 the water loss had been reduced to the 15% range which resulted in

savings to MWD.

MWD did have financial difficulties in the mid-1990's and fell behind on P&l

payments to KIA and RD. The increases in debt service each year is due to the
District paying current and back due amounts. No payments were missed, only
made in installments. MWD did bounce back and have made timely payments to
KIA and RD for the past two (2) years.

Proforma

Proforma calculations were prepared by MWD. The 8% increase in FY02 revenues
over FY00 figures is due mainly to new water customers. Expenses have been
estimated to increase by 3% for the same period. MWD has several leases to
mature in the next two years although outstanding debt still remains high. Full

principal and interest debt service on the new KIA Fund A loan should commence
December 1, 2001.

Replacement Reserve Account

MWD will be required to make annual deposits of $51,294 into a borrower held
account until the balance reaches $512,940 and maintained for the life of the
system.

X. RECOMMENDATIONS

KIA staff recommends this project for approval based on the following conditions:

1. MWD will need to closely monitor revenues and expenses for adequate debt
coverage.

2. Annual audits must be submitted to KIA for the life of the loan.
3. The KIA portion of contingency funding of $129,414 is to be used only if

necessary to complete the project as planned. Any unused portion will return

to the Drinking Water Revolving Fund.



EXHIBIT 1

MOUNTAIN WATER DISTRICT
CASHFLOW ANALYSIS - WATER & WASTEWATER

Opperations
Operating Revenues
Operating Expenses (less depreciation)

Net Operating Income

Audited
1996

3,715,770
3,392,896

322,874

Audited
1997

4,521,423
3,777,085

74'4,338

Audited
1998

4,986,383
3,824,393
1,161,990

Audited
1999

5,558,939
4,047,272
1,511,667

Unaudited
2000

5,565,881
4,489,331
1,076,550

Projected
2001

5,800,000
4,500,000
1,300,000

Projected
2002

6,000,000
4,600,000
1,400,000

Projected
2003

6,000,000
4,600,000
1,400,000

Other Revenues
Gain (Loss) Sale of Assets
Forgiveness of Debt
Interest Income
Discount Amortization Judgement

Total Other Revenues

13,359
0

9,941
3,828

27,128

(14,900)
0

9,653
3,828

(1,419)

0
30,000
14,844
3,828

48,672

0
0

44,001
3,828

47,829

0
0

47,738
0

47,738

0
0

47,738
0

47,738

0
0

47,738
0

47,738

0
0

47,738
0

47,738

Net income Cash 350,002 742,919 1,210,662 1,559,496 1,124,288 1,347,738 1,447,738 1,447,738

Debt Service
Existing Debt
Annuity Payabie
New KIA Loan (Fund A)
New KIA Loan (Fund F)

Total Debt Service

657,666
24,000

0

1,031,937
24,000

0

1,337,032
0
0

1,082,492
48,000

0

1,044,972
12,000

0

1,044,972
12,000
40,000

681,666 1,055,937 1,337,032 1,130,492 1,056,972 1,096,972

1,044,972
12,000
68,961
40,000

1,165,933

1,044,972
12,000
68,961
74,530

1,200,463

Income After Debt Service (331,664) (313,018) (126,370) 429,004 67,316 250,766 281,805 247,275

Debt Coverage Ratio 0.51 0.70 0.91 1.38 1.06 1.23 1.24 1.21
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June 30, 1992

Kentucky Infrastructure Authority
075 Capitol Annex
Frankfort, Kentucky

Re: Assistance Agreement By and Between
Kentucky Infrastructure Authority and
Mountain Water District Dated As Of
June 1, 1992

Ladies & Gentlemen:

The undersigned is an Attorney at Law duly admitted to the practice
of law in the Commonwealth of Kentucky and is legal Counsel to the Mountain
Water District, hereinafter referred to as the "Governmental Agency". I am

familiar with the organization and existence of the Governmental Agency and
the laws of the Commonwealth applicable thereto. Additionally, I am familiar
with the infrastructure project (the "Project" ) with respect to which the
Assistance Agreement by and between the Kentucky Infrastructure Authority
("Authority" ) and the Governmental Agency is being authorized, executed and
delivered.

I have reviewed the form of Assistance Agreement by and between the
Authority and the Governmental Agency, the resolution or ordinance of the
governing authority authorizing the execution and delivery of said Assistance
Agreement and the plans, designs and specifications prepared by the Engineers
for the Governmental Agency with respect to the Project.

Based upon my review, I am of the opinion that:

1. The Governmental Agency is a duly organized and existing political
subdivision or body politic of the Commonwealth of Kentucky validly existing
under the Constitution and Statutes of the Commonwealth of Kentucky.

2. The Assistance Agreement has been duly executed and delivered
by the Governmental Agency and is a valid and binding obligation of the Govern-
mental Agency encorceable in accordance with its terms, except to the extent
that the enforceability thereof may be limited by equitable principles and
by bankruptcy, reorganization, moratorium, insolvency or similar laws heretofore
or hereafter enacted relating to or affecting the enforcement of

creditors'ights

or remedies generally.
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3. The Governmental Agency has all necessary power and authority
(i) to enter into, perform and consumate all transactions contemplated by
the Assistance Agreement, and (ii) executed and delivered by it in connection
with the construction of the Project.

4. The Service Charges, as defined in the Assistance Agreement, are
in full force and effect and have been duly and lawfully adopted by the Govern-
mental Agency.

5. The execution and delivery of the Assistance Agreement and the
performance by the Governmental Agency of its obligations thereunder does
not and will not conflict with, violate or constitute a default under any
court or administrative order, decree or ruling, or any law, statute, ordinance
or regulation, or any agreement, indenture, mortgage, lease, note or other
obligation or instrument, binding upon the Governmental Agency, or any of
its properties or assets'he Governmental Agency has obtained each and every
authorization, consent, permit, approval or license of, or filing or registration
with, any court or governmental department, commission, board, bureau, agency
or instrumentality, or any specifically granted exemption from any of the
foregoing, that is necessary to the valid execution, delivery or performance
by the Governmental Agency of the Assistance Agreement and the imposition
of the Service Charges.

6. To the best of my knowledge after due inquiry there is no action,
suit, proceedings or investigation at law or in equity before any court, public
board or body pending or threatened against, affecting or questioning (i)
the valid existence of the Governmental Agency, (ii) the right or title of
the members and officers of the Governmental Agency to their respective positions,
(iii) the authorization, execution, delivery or enforceability of the Assistance
Agreement or the application of any monies or security therefor, (iv) the
construction of the Project, (v) the validity or enforceability of the Service
Charges or (vi) that would have a material adverse impact on the ability of
the Governmental Agency to perform its obligations under the Assistance Agreement.

7. None of the proceedings or authority heretofore had or taken by
the Governmental Agency for the authorization, execution or delivery of the
Assistance Agreement has or have been repealed, rescinded, or revoked.
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8. All proceedings and actions of the Governmental Agency with respect
to which the Assistance Agreement is to be delivered were had or taken at
meetings properly convened and held in substantial compliance with the applicable
provisions of Sections 61.805 to 61.850 of th ucky Revised Statutes.

ery tr
'I
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Re: Assistance Agreement between the Kentucky
Infrastructure Authority ("KIA") and Mountain
Water District (the "Governmental Agency" )

GENERAL CLOSING CERTIFICATE OF GOVERNMENTAL AGENCY

In connection with the above-captioned Assistance
Agreement (the "Assistance Agreement" ), the Governmental
Agency, through its undersigned duly authorized officer hereby
certifies, represents, warrants and covenants as follows:

1. No event of default exists, or with the passage
of time will exist, under the Assistance Agreement and the
representations and warranties set forth in the Assistance
Agreement are true and correct. as of the date hereof.

2. The Governmental Agency has examined and is
familiar with proceedings of the governing body of the
Governmental Agency approving the Assistance Agreement and
authorizing its negotiation, execution and delivery and such
proceedings were duly enacted or adopted at a meeting of the
governing body of the Governmental Agency at, which a quorum was
present and acting throughout; such proceedings are in full
force and effect and have not been superseded, altered, amended
or repealed as of the date hereof; and such meeting was duly
called and held in accordance with law.

3. The Governmental Agency is a duly organized and
validly existing water district and political subdivision of
the Commonwealth of Kentucky With full power to own its
properties, conduct its affairs, enter into the Assistance
Agreement and consummate the transactions contemplated thereby.

4. The negotiation, execution and delivery of the
Assistance Agreement by the Governmental Agency and the
consummation of the transactions contemplated thereby by the
Governmental Agency have been duly authorized by all requisite
action of the governing body of the Governmental Agency.

5. The Assistance Agreement has been duly executed
and delivered by the Governmental Agency and is a valid and
binding obligation of the Governmental Agency enforceable in
accordance with its terms, except to the extent that the
enforceability thereof may be limited by equitable principles
and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or
affecting the enforcement of creditors'ights or remedies
generally.



6. There is no controversy or litigation of any
nature pending, or to the knowledge of the Governmental Agency
after diligent inquiry, threatened, in any court or before any
board, tribunal or administrative body, to challenge in any
manner the authority of the Governmental Agency or its
governing body to make payments under the Assistance Agreement
or to construct the Project, or to challenge in any manner the
authority of the Governmental Agency or its governing body to
take any of the actions which have been taken in the
authorization or delivery of the Assistance Agreement or the
construction of the Project, or in any way contesting or
affecting the validity of the Assistance Agreement, or in any
way questioning any proceedings taken with respect to the
authorization or delivery by the Governmental Agency of the
Assistance Agreement, or the application of the proceeds
thereof or the pledge or application of any monies or security
provided therefor, or in any way questioning the due existence
or powers of the Governmental Agency, or otherwise wherein an
unfavorable decision would have an adverse impact on the
transactions authorized in connection with the Assistance
Agreement.

7. The authorization and delivery of the Assistance
Agreement and the consummation of the transactions contemplated
thereby will not constitute an event of default or violation or
breach, nor an event which, with the giving of notice or the
passage of time or both, would constitute an event of default
or violation or breach, under any contract, agreement,
instrument, indenture, lease, judicial or administrative order,
decree, rule or regulation or other document or law affecting
the Governmental Agency or its governing body.

8. All actions taken by the Governmental Agency in
connection with the Assistance Agreement and the loan described
therein and the Project, as defined in the Assistance
Agreement, have been in full compliance with the provisions of
the Kentucky Open Meetings Law, KRS 61.805 to 61.850.

9. The Governmental Agency has all licenses,
permits and other governmental approvals required to own,
occupy, operate and maintain the Project and to enter into the
Assistance Agreement, is not in violation of and has not
received any notice of an alleged violation of any zoning or
land use laws applicable to the Governmental Agency Project,
and has full right, power and authority to perform the acts and
things as provided for in the Assistance Agreement.

10. The individuals named below are the duly elected
or appointed qualified and acting incumbents in the office of
the Governmental Agency indicated after their respective names
and the signatures subscribed above their names are their
genuine signatures.



1992.
WITNESS our signatures, this 30th day of June

GOVERNMENTAL AGENCY:

Mountain Water District

sy: M~
Name: t Leon Huf fmaH<
Title: Chairman

ATTEST:

By:
Name: ) Mom A4,1s
Title: Secretary



KENTUCKY INFRASTRUCTURE AUTHORITY

ASSISTANCE AGREEMENT

FUND B2

PROJECT NUMBER

BORROWER:

BORROWER'S ADDRESS

B291-07

Mountain Water District

Post Office Bonx 1469

Pikeville. Kentuckv 41501

DATE OF ASSISTANCE AGREEMENT: June 1. 1992



ASSISTANCE AGREEMENT

TABLE OF CONTENTS

ARTICLE I
DEFINITIONS

Page

ARTICLE II
REPRESENTATIONS AND WAEUGQJTIES

SECTION 2.1.
SECTION 2.2 ~

Representations and Warranties
. 0f Author 1'ty s ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

Representations and Warranties
of the Governmenral Agency

ARTICLE III
AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS

SECTION 3.1.
SECTION 3.2.

SECTION 3.3.
SECTION 3.4.

Determination of Eligibility
Principal Amount of Final Loan and

Established; Loan Payments
Disbursement of Funds

Governmental Agency's Right to Repay
Interim Loan

Subordination of Loan

~ ~ ~ ~ ~ 9

~ ~ ~ ~ ~ 9

~ ~ ~ ~ 9
~ ~ ~ ~ ~ ~ 10

ART ICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT OF INTERIM LOAN;
REQUIS1TION FOR FUNDS

SECTION 4.1.
SECTION 4.2 ~

Covenants of Governmental Agency and
Conditions of Loan ..~ . . ~ . ~ .....~ . ~ .. 11

Disbursements of Interim Loan
Requisition for Funds .. . ..........14



Page

ARTICLE V

SERVICES CHARGES OF GOVERNMENTAL AGENCY;
PAYMENTS TO BE MADE BY GOVERNMENTAL AGENCY TO THE AUTMORITY

SECTION 5.1.
SECTION 5.2.
SECTION 5.3.
SECTION 5.4.
SECTION 5.5.
SECTION 5.6.
SECTION 5.7.
SECTION 5.8.
SECTION 5.9.

Imposition of Service Charges
Governmental Agency's Obligation

to Repay Loan
Covenant, to Adjust Service Charges
Adequacy of Service Charges
Covenant to Establish Maintenance and

Replacement Reserve
Covenant to Charge Sufficient Rates;

Reports: Inspection
Segregation of Funds
Mandatory Sewer Connection
Termination of Water Services

to Delinguent Users

16

16
16
17

17

17
18
18

18

ARTICLE VI

FURTHER COVENANTS OF THE GOVERNMENTAL AGENCY

SECTION
SECTION
SECTION
SECTION
SECT!ON
SECTION
SECTION
SECTION
SECTION
SECTION
SECTION

6 ~ 1.
6.2.
6.3.
6.4.
6.5.
6.6.
6.7.
6.8.
6.9 ~

6.10.
6.11.

Further Assurance
Completion of Project
Establishment of Completion Date
Commitment to Operate
Continue to Operate
Tax Covenenant
Accounts and Reports
Financial Statements
General Compliance With All Duties
System Not to Be Disposed Of
General ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

19
19
19
19
19
19
20
20
20
20
21

ARTICLE VII

MAlNTENANCE, OPERATION, INSURANCE AND CONDEMNATION

SECTION
SECTION
SECTION
SECTION
SECTlON
SECTION
SECTION
SECTION
SECTION
SECTION

7 ~ 1.
7 '.
7.3.
7.4 ~

7 '.
7.6.
7.7.
7.8.
7.9.
7.10.

Maxntazn System
Additions and Improvements
Compliance with State and Federal Standards
Access to Records
Covenant to Insure — Casualty
Authority as Named Insured
Covenant to insure — Liability
Covenant Regarding Workmen's Compensation
Application of Casualty Insurance Proceeds
Emanent Domaj.n ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

22
22
22
22
22
23
23
23
23
23



SECTION
SECTION
SECTION
SECTION
SECTION
SECTlON
SECTION

8.1.
8.2.
8.3.
8.4.
8.5.
8.6.
8 ~ 7.

ARTICLE VIII

EVENTS OF DEFAULT AND REMEDIES

Events of Default Defined
Remedies on Default
Appointment of Receiver
No Remedy Exclusive
Consent to Powers of Authority Under
Wa>vers
Agreement to Pay Attorneys'ees

and Expenses

Page

Act

25
~ ~ ~ 25
~ ~ ~ 26

26
~ ~ ~ 26
~ ~ ~ 26

~ ~ ~ ~ ~ ~ ~ ~ 27

ARTI CLE IX

MISCELLANEOUS PROVISIONS

SECTION '9.1
SECTION 9.2
SECTION 9.3
SECTION 9.4
SECTION 9.5
SECTION 9.6
SECTION F 7
SECTION 9.8
SECTION 9.9

ly WithheldApproval not to be Unreasonab
Appl ova 1 o ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ i ~ ~ ~

Effective Date
Binding Effect
Severability
Execution in Counterparts
Applicable Law
Venue ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

Capt lons ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

28
28
28
28
28
28
29
29
29

SIGNATURES
EXHIBIT A
EXHIBIT B
EXHIBIT C
EXHIBIT D
EXHIBIT E
EXHIBIT F
EXHIBIT G

~ 0 ~ ~ ~ 0 ~ ~ ~ 0 ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

PROJECT SPECIFICS
REQUISIT10N FORM
SCHEDULE OF SERVICE CHARGES
RESOLUTION
LEGAL OPINION ..~ ...~ ...~ ..~ ..~ ..~ ~

SCHEDULE OF PAYMENTS
ADDITIONAL COVENANTS AND AGREEMENTS

30
A-1
B-1
C-1
D-1
E-1

~ F-1
G-1



ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of
the date set forth on the cover page hereof (the "Assistance
Agreement" ) by and between the KENTUCKY INFRASTRUCTURE
AUTHORITY, a body corporate and politic, constituting a public
corporation and governmental agency and instrumentality of the
Commonwealth of the Kentucky (the "Authority" ) and the
Governmental Agency identified on the cover of this Assistance
Agreement (the "Governmental Agency" ):

WITNESSETH
WHEREAS, the General Assembly of the Commonwealth of

Kentucky, being the duly and legally constituted legislature of
Kentucky at its 1988 Regular Session, enacted House Bill 217
amending Chapter 224A of the Kentucky Revised Statutes (the"Act"), creating the "Kentucky Infrastructure Authority" to
serve the public purposes identified in the Act; and

WHEREAS, the Authority has established its Program as
hereinafter defined, for the purpose of providing financial
assistance to Governmental Agencies, as defined in the Act, in
connection with the acquisition and construction of Projects,
as defined in the Act, in order to preserve, protect, upgrade,
conserve, develop, utilize and manage the resources of the
Commonwealth of Kentucky (the "Commonwealth" ) for the
protection and preservation of the health, safety, convenience,
and welfare of the Commonwealth and its citizens, and in that
respect to assist and cooperate with Governmental Agencies in
achieving such purposes; and

WHEREAS, the Authority has issued, and will issue
from time to time, its revenue bonds pursuant to a General
Trust Indenture dated as of September 1, 1989 (the "Indenture" )between the Authority and First Kentucky Trust Company (the"Trustee" ) in order to provide funding for its Program; and

WHEREAS, the Governmental Agency has determined thatit is necessary and desirable to acquire, construct, and
finance the Project, as hereinafter defined, and the Authority
has determined that the Project is a Project within the meaning
of the Act and the Indenture, thereby qualifying for financial
assistance from the Authority; and



WHEREAS, the Governmental Agency desires to enter intothis Assistance Agreement with the Authority for the purpose of
securing from the Authority the repayable Loan hereinafter
identified; and

WHEREAS, the Authority is willing to cooperate with
the Governmental Agency in making available the Loan pursuantto the Act and the Indenture to be applied to the Project uponthe conditions hereinafter enumerated and the covenants by the
Governmental Agency herein contained to levy, collect, and
enforce and remit adequate Service Charges, as hereinafter
defined, for the services provided by the Governmental Agency's
System, as hereinafter defined, and to apply the necessary
portion of said Service Charges to the repayment of the Loan
and the interest thereon, as hereinafter specifically provided;
and

WHEREAS, the Authority and the Governmental Agency
have determined to enter into this Assistance Agreement
pursuant to the terms of the Act and the Indenture and to set
forth their respective duties, rights, covenants, and
obligations with respect to the acquisition, construction, and
financing of the Project and the repayment of the Loan and theinterest thereon;

NOW, THEREFORE, FOR AN IN CONSIDERATION OF THE MUTUAL
COVENANTS HEREIN SET FORTH, THE LOAN HEREBY EFFECTED AND OTHER
GOOD AND VALUABLE CONS IDERAT ION g THE RECEIPT OF WHI CH IS HEREBY
ACKNOWLEDGED BY EACH PARTY, THE PARTIES HERETO MUTUALLY
COVENANT AND AGREE g EACH WITH THE OTHER AS FOLLOWS



ARTICLE I
DEFINITIONS

All of the terms utilized in this Assistance Agreement.
will have the same definitions and meaning as ascribed to them
in the Act and the Indenture, which Act and Indenture are
hereby incorporated in this Assistance Agreement by reference,
the same as if set forth hereby verbatim; provided, however,
that those definitions utilized in the Act and the Indenture
having general application are hereby modified in certain
instances to apply specifically to the Governmental Agency andits project.

"Act" shall mean Chapter 224A of the Kentucky RevisedStatutes, as amended.

"Administrative Fee" means the charge of the Authorityfor the servicing of the Loan, which is the annual percentage
charged against the unpaid principal balance of the Ioan asidentified in the Project Specifics.

"Assistance Agreement" shall mean this agreement made
and entered into by and between a Governmental Agency and the
Authority, as authorized by the Act, providing for a Loan to
the Governmental Agency by the Authority, and for the repaymentthereof to the Authority by the Governmental Agency.

"Authority" shall mean the Kentucky Infrastructure
Authority created by the Act, a body corporate and politic,constituting a public corporation and a governmental agency and
instrumentality of the Commonwealth of Kentucky, or such other
designation as may be effected by future amendments to the Act.

"Bond" or "Bonds" or "Revenue Bonds" shall mean any
Kentucky Infrastructure Authority Bond or Bonds, or the issueof such Bonds, as the case may be, authenticated and delivered
under the Indenture.

"Business Day" shall mean any day other than a
Saturday, Sunday or other legal holiday on which the generaloffices of the Commonwealth are closed.

"Code" shall mean the Internal Revenue Code of 1986,
as amended, and shall include the Regulations of the UnitedStates Department of the Treasury promulgated thereunder.

"Commonwealth" shall mean the Commonwealth of Kentucky.



the Act.
"Construction" shall mean construction as defined in

"Debt; Obligations" shall mean those outstanding
obligations of the Governmental Agency identified in the
Project Specifics outstanding as of the date of this Assistance
Agreement or issued in'he future in accordance with the terms
hereof, payable from the income and revenues of the System.

"Engineers" means the firm of consulting engineers
employed by the Governmental Agency in connection with the
Project identified in the Project Specifics.

"Governmental Agency" shall mean any agency or unit of
government within the Commonwealth, now having or hereafter
granted the authority and power to finance, acquire, construct,
and operate a Project, including specifically but not by way of
limitation, incorporated cities, counties, sanitation
districts, water districts, public authorities, sewer
construction districts, metropolitan sewer districts,
sanitation taxing districts, and any other agencies,
commissions, districts, or authorities (either acting alone, or
in combination with one another pursuant to any regional or
area compact, or multi-municipal agreement), now or hereafter
established pursuant to the laws of the Commonwealth having and
possessing such described powers; and for the purposes of this
Assistance Agreement shall mean the Governmental Agency
identified in the Project .Specifics.

"Indenture" shall mean the General Trust Indenture
dated as of September 1, 1989 between the Authority and the
Trustee.

"Loan" shall mean the loan effected under this
Assistance Agreement from the Authority to the Governmental
Agency in the principal amount set forth in the Project
Specifics, for the purpose of defraying the costs incidental to
the Construction of the Project.

"Loan Rate" means the rate of interest identified in
the Schedule of Payments.

"Person" shall mean any individual, firm, partnership,
association, corporation or Governmental Agency.

"Program" shall mean the program authorized by KRS
224A.112 and the Indenture as the "infrastructure revolving
fund" for financing Projects through Loans by the Authority to
Governmental Agencies and shall not be deemed to mean or
include any other programs of the Authority.



"Proj ect" shall mean, when used generally, an
infrastructure project as defined in the Act, and when used in
specific reference to the Governmental Agency, the Project.
described in the Project Specifics.

"Project Specifics" means those specific details of
the Project identified in Exhibit A hereto, all of which are
incorporated by reference in this Assistance Agreement.

"Requisition for Funds" means the form attached hereto
as Exhibit B to be utilized by the Governmental Agency in
obtaining disbursements of the Loan from the Authority as
construction of the Project progresses.

"Schedule of Payments" means the principal and
interest requirements of the Loan as set forth in Exhibit F
hereto, to be established and agreed to upon or prior to the
completion of the Project.

"Schedule of Service Charges" shall mean those general
charges to be imposed by the Governmental Agency for services
provided by the System, as set forth in Exhibit C hereto, and
such other revenues identified in Exhibit C from which the Loan
is to be repaid, which Schedule of Service Charges shall be in
full force and effect to the satisfaction of the Authority
prior to the disbursement of any portion of the Loan hereunder.

"Service Charges" shall mean any monthly, quarterly,
semi-annual, or annual charges, surcharges or improvement
benefit assessments to be imposed by a Governmental Agency, or
by the Authority, in respect of the Project which Service
Charges arises by reason of the existence of, and requirement
of, any Assistance Agreement and for the purposes of this
Assistance Agreement said Service Charge shall be no less than
those set forth in the Schedule of Service Charges.

"System" shall mean the utility system owned and
operated by the Governmental Agency of which the Project shall
become a part and from the earnings of which (represented by
the Service Charges) the Governmental Agency shall repay the
Authority the Loan hereunder.



ARTICLE II
REPRESENTATIONS AND WAEGVQTTIES

Section 2.1. Representations and Warranties of
Authoritv. The Authority represents and warrants for the
benefit of the Governmental Agency as follows:

(A) The Authority is a body corporate and politic
constituting a governmental agency and instrumentality of the
Commonwealth, has all necessary power and Authority to enterinto, and perform its obligations under, this Assistance
Agreement, and has duly authorized the execution and deliveryof this Assistance Agreement.

(B) Neither the execution and delivery hereof, nor
the fulfillment of or compliance with the terms and conditions
hereof, nor the consummation of the transactions contemplated
hereby, conflicts with or results in a breach of the terms,
conditions and provisions of any restriction or any agreementor instrument to which the Authority is now a party or by whichthe Authority is bound, or constitutes a default under any ofthe foregoing.

(C) To the knowledge of the Authority, there is nolitigation or proceeding pending or threatened against the
Authority or any other person affecting the right of the
Authority to execute or deliver this Assistance Agreement. or to
comply with its obligations under this Assistance Agreement.
Neither the execution and delivery of this Assistance Agreement
by the Authority, nor compliance by the Authority with its
obligations under this Assistance Agreement, require the
approval of any regulatory body, or any other entity, which
approval has not been obtained.

(D) The authorization, execution and delivery of thisAssistance Agreement and all actions of the Authority with
respect thereto, are in compliance with the Act and any
regulations issued thereunder.

Section 2.2. Representations and Warranties of the
Governmental Aaencv. The Governmental Agency hereby represents
and warrants for the benefit of the Authority as follows:

(A) The Governmental Agency is a duly organized andvalidly existing Governmental Agency, as described in the Act,
with full power to own its properties, conduct its affairs,enter into this Assistance Agreement and consummate the
transactions contemplated hereby.



(B) The negotiation, execution and delivery of this
Assistance Agreement and the consummation of the transactions
contemplated hereby have been duly authorized by all requisite
action of the governing body of the Governmental Agency.

(C) This Assistance Agreement has been duly executed
and delivered by the Governmental Agency and is a valid and
binding obligation of the Governmental Agency enforceable in
accordance with its terms, except to the extent that the
enforceability hereof may be limited by equitable principles
and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or
affecting the enforcement of creditors'ights or remedies
generally.

(D) There is no controversy or litigation of any
nature pending or threatened, in any court or before any board,
tribunal or administrative body, to challenge in any manner the
authority of the Governmental Agency or its governing body to
make payments under this Assistance Agreement, or to construct
the Project, or to challenge in any manner the authority of the
Governmental Agency or its governing body to take any of the
actions which have been taken in the authorization or delivery
of this Assistance Agreement or the construction of the
Project, or in any way contesting or affecting the. validity ofthis Assistance Agreement, or in any way questioning any
proceedings taken with respect to the authorization or delivery
by the Governmental Agency of this Assistance Agreement, or the
application of the proceeds thereof or the pledge or
application of any monies or security provided therefor, or in
any way questioning the due existence or powers of the
Governmental Agency, or otherwise wherein an unfavorable
decision would have an adverse impact on the transactions
authorized in connection with this Assistance Agreement.

(E) The authorization and delivery of this Assistance
Agreement and the consummation of the transactions contemplated
hereby will not constitute an event of default or violation or
breach, nor an event which, with the giving of notice or the
passage of time or both, would constitute an event of default
or violation or breach, under any contract, agreement,
instrument, indenture, lease, judicial or administrative order,
decree, rule or regulation or other document or law affecting
the Governmental Agency or its governing body.

(F) Attached hereto as Exhibit D is a true, accurate
and complete copy of the resolution or ordinance of the
governing body of the Governmental Agency approving and
authorizing the execution and delivery of this Assistance
Agreement. Such resolution or ordinance was duly enacted or
adopted at a meeting of the governing body of the Governmental
Agency at which a quorum was present and acting throughout;



such resolution or ordinance is in full force and effect and
has not been superseded, altered, amended or repealed as of the
date hereof; and such meeting was duly called and held in
accordance with law.

(G) All actions taken by the Governmental Agency in
connection with this Assistance Agreement and the Loan
described herein and the Project have been in full compliance
with the provisions of the Kentucky Open Meeting Law, KRS
61 '05 to 61.850.

(H) The Governmental Agency has all licenses, permits
and other governmental approvals (including but not limited to
all required approvals of the Kentucky Public Service
Commission) required to own, occupy, operate and maintain the
Project, to charge and collect the Service Charges and to enter
into this Assistance Agreement, is not in violation of and has
not received any notice of an alleged violation of any zoning
or land use laws applicable to the Project, and has full right,
power and authority to,perform the acts and things as provided
for in this Assistance Agreement.

(I) Legal counsel to the Governmental Agency has duly
executed and delivered the opinion of legal counsel
substantially in the form set forth in Exhibit E hereto.



ARTICLE III
AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1. Determination of Elicribilitv. Pursuant
to the terms of the Act and the Indenture, the Authority has
determined that the Governmental Agency's Project is a Project
under the Act and the Governmental Agency is entitled to
financial assistance from the Authority in connection with
financing the Construction of the Project.

Section 3.2. Principal Amount of Loan Established;
Loan Pavments; Disbursement of Funds. The principal amount of
the Loan shall be the Loan Amount as identified in the Project
Specifics, subject to such adjustments as may be set forth in
the Schedule of Payments. Principal payments shall be made
semiannually in the amounts and on the dates to be established
by the Schedule of Payments, which Schedule of Payments shall
provide for approximately level debt service payments over the
Repayment Term set forth in the Project Specifics, commencing
with the Amortization Commencement Date set forth in the
Project Specifics.

The Loan shall bear interest, payable on the Interest
Payment Dates set forth in the Project Specifics, at the Loan
Rate identified in the Project Specifics, and after the
Amortization Commencement Date, in the amounts (based on such
Loan Rate) and on the dates set forth in the Schedule of
Payments; provided that, should an Event of Default occur, such
payments of interest shall be made on the first day of each
month during the continuation of such Event of Default.

The Authority shall advance the proceeds of the. Loan
as Construction of the Project progresses upon the submission
by the Governmental Agency of a Requisition for Funds in
substantially the same form as Exhibit B hereto'ach
disbursement under a Requisition for Funds representing a
portion of the principal amount of the Loan shall bear interest
at the Loan Rate from the date of the disbursement; subject to
the requirements set forth in Article IV hereof.

Payments of principal and interest on the Loan shall
be made at the principal office of the Authority or the
Trustee, as designated by the Authority.

Section 3.3. Governmental Acrencv's Ricrht to Repav
Loan. The Governmental Agency shall have the right to prepay
and retire the entire amount of the Loan at any time without
penalty upon written notice to the Authority no less than five
(5) Business Days in advance of said prepayment.

Notwithstanding the foregoing, upon the determination
by the Authority that it intends to issue revenue bonds secured
by a pledge of the payments on the Loan, the Authority shall



advise the Governmental Agency (i) of its intention to proceed
with the authorization of such bonds (ii) of the limitation on
prepayments after such bonds are issued and (iii) that the
Governmental Agency has thirty (30) days from its receipt of
said notice to exercise its option to prepay the Loan. Upon
the expiration of said thirty day period the Governmental
Agency's right to prepay the Loan shall be limited to the terms
described in such notice.

Section 3.4. Subordination of Loan. The Authority
hereby agrees that the security interest and source of payment
for the Loan shall be inferior and subordinate to the security
interest and source of payment for the Debt Obligations of the
Governmental Agency payable from the revenues of the System
outstanding at the time this Assistance Agreement is executed
as identified in the Project Specifics; provided, however, the
Authority shall receive notice of any additional financings in
accordance with Section 5.5(D) hereof.
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ART ICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT;
REQUISITION FOR FUNDS

Section 4.1. Covenants of Governmental Acrencv and
Conditions of Loan. By the execution of this Assistance
Agreement, the Governmental Agency agrees that prior to any
requests for the disbursement of all or a portion of the Loan
made hereunder, the Governmental Agency shall supply the
Authority, if requested, appropriate documentation,
satisfactory to the Authority, in its sole discretion,
indicating the following:

(A) That the Authority and any appropriate regulatory
agency of the Commonwealth as may be designated by 'the
Authority, and their respective duly authorized agents, shall
have the right at all reasonable times, subject to prior notice
to the Governmental Agency, to enter upon the Project and to
examine and inspect same.

(B) All real estate and interest in real estate andall personal property constituting the Project and the Projectsites heretofore or hereafter acquired shall at all times be
and remain the property of the Governmental Agency and
constitute a part of the System.

(C) In the event the Governmental Agency is requiredto provide financing for the Project from sources other than
the Authority (as described in the Project Specifics) the
Authority shall have the right to receive such reasonable
proofs as it, may require of the ability of the Governmental
Agency to finance the costs of Construction of the'Project over
and above the Loan, prior to the disbursement by. the Authority
of any portion of the Loan.

(D) The Governmental Agency shall do all things
necessary to acquire all proposed and necessary sites,
easements and rights of way necessary or required in respect of
the Project and demonstrate its ability to construct the
Project in accordance with the plans, design and specifications
prepared for the Governmental Agency by the Engineers.

(E) Actual construction and installation incident to
the Project shall be performed by either the lump-sum (fixed
price) or unit price contract method, and adequate legal
methods of obtaining public, competitive bidding will be
employed prior to the awarding of the construction contract for
the Project in accordance with Kentucky law.
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(F) Unless construction of the Project has already
been initiated as of the date of this Assistance Agreement,
pursuant to due compliance with state law and applicable
regulations, the Project will not be advertised or placed on
the market, for construction bidding by the Governmental Agency
until the final plans, designs and specifications therefor have
been approved by such state and federal agencies and
authorities as may be legally required, and until written
notification of such approvals has been received by the
Governmental Agency and furnished to the Authority.

(G) Duly authorized representatives of the Authority
and such other agencies of the Commonwealth as may be charged
with responsibility will have reasonable access to the
construction work whenever it is in preparation or progress,
and the Governmental Agency will assure that the contractor or
contractors will provide facilities for such access and
inspection.

(H) The construction contract or contracts shall
require the contractor to comply with all provisions of federal
and state law legally applicable to such work, and any
amendments or modifications thereto, together with all other
applicable provisions of law, to cause appropriate provisions
to be inserted in subcontracts to insure compliance therewith
by all subcontractors subject thereto, and to be responsible
for the submission of any statements required of subcontractors
thereunder.

(I) A work progress schedule utilizing a method of
standard acceptance in the engineering community shall be
prepared prior to the institution of construction in connection
with each construction contract, or, if construction has
already been initiated as of the date of this Assistance
Agreement, at the earliest practicable date, to indicate the
proposed schedule as to completion of the Project, and same
shall be maintained monthly thereafter to indicate the actual
construction progress of the Project.

(J) Prior to the award of the contruction contract
and prior to the commencement of construction, the Governmental
Agency will arrange and conduct a conference as to the Project
said conference to include representatives of the Authority,
the Governmental Agency, and any other participating federal or
state agency, the Engineers, and all construction contractors.
A written brief of said conference summarizing the construction
schedule, fund requirements schedule, payment authorizations,
responsible parties for approval of all facets of the
construction work and payment therefor, and other pertinent
matters shall be prepared and distributed to each agency
involved, and all construction contractors and Engineers.
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Provided, however, that in the event construction shall have
been initiated as of the date of this Assistance Agreement,
this provision may be waived.

(K) All construction contracts will be so prepared
that federal participation costs, if any, and state
participation costs may be readily segregated from local
participation costs, if any, and from each other, and in such
manner that all materials and equipment furnished to the
Governmental Agency may be readily itemized.

(L) Any change or changes in a construction contract
will be promptly submitted to the Authority and any state or
federal agencies.

(M) The Construction, including the letting of
contracts in connection therewith, will conform in all respects
to applicable requirements of federal, state and local laws,
ordinances, rules and regulations.

(N) The Governmental Agency will proceed
expeditiously with and complete the Project in accordance with
the approved surveys, plans specifications and designs or
amendments thereto, prepared by the Engineers to the
Governmental Agency and approved by state and federal agencies,
but only to the extent such approvals may be required.

(0) If requested, the Governmental Agency will erect
at the Project sites, signs satisfactory to the Authority
noting the participation of the Authority in the financing of
the Project.

(P) Except as otherwise provided in this Assistance
Agreement, the Governmental Agency shall have the sole and
exclusive charge of all details of the Construction.

(Q) The Governmental Agency shall keep complete and
accurate records of the costs of acquiring the Project sites
and the costs of Construction. The Governmental Agency shall
permit the Authority, acting by and through its duly authorized
representatives, and the duly authorized representatives of
state and/or federal agencies to inspect all books, documents,
papers and records relating to the Project at any and all
reasonable times for the purpose of audit and examination, and
the Governmental Agency shall submit to the Authority such
documents and information as such public bodies may reasonably
require in connection with the administration of any federal or
state grants.

(R) The Governmental Agency shall require that any
bid for any portion of the Construction of the Project be
accompanied by a bid bond, certified check or other negotiable
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instrument payable to the Governmental Agency, as assurance
that the bidder will, upon acceptance of such bid, execute the
necessary contractual documents within the required time.

(S) The Governmental Agency shall require that each
construction contractor or contractors furnish a performance
and payment bond in an amount at least equal to one hundred
percent (1004) of the contract price or the portion of the
Project covered by the particular contract as security for the
faithful performance of such contract.

(T) The Governmental Agency shall require that each
of its contractors and all subcontractors maintain during thelife of the construction contract, worker's compensation
insurance, public liability insurance, property damage
insurance and vehicle liability insurance in amounts and on
terms satisfactory to the Authority. Until the Project
facilities are completed and accepted by the Governmental
Agency, the contractor, shall maintain builders risk insurance
(fire and extended coverage) on a one hundred percent (1004)
basis (completed value form) on the insurable portion of the
Project, such insurance to be made payable to 0he order of the
Authority, the Governmental Agency, the prime contractor, and
all subcontractors, as their interests may appear.

(U) The Governmental Agency shall provide and
maintain competent and adequate resident engineering services
covering the supervision and inspection of the development and
construction of the Project, and bearing the responsibility of
assuring that Construction conforms to the approved plans,
specifications and designs prepared by the Engineers. Such
resident engineer shall certify to the Authority, any involved
state or federal agencies, and the Governmental Agency at the
completion of construction that construction is in accordance
with the approved plans, specifications and designs, or,
approved amendments

thereto'V)

The Governmental Agency shall demonstrate to the
satisfaction of the Authority the legal capability of the
Governmental Agency to enact, adopt, levy, charge, collect,
enforce and remit to the Authority the Service Charges of the
Governmental Agency described in the Schedule of Service
Charges attached to and made a part of this Assistance
Agreement as Exhibit C and submit proof satisfactory to the
Authority that the Service Charges are in full force and effect
as of the submission of the initial Requisition for Funds.

Section 4.2. Disbursements of Loan; Recruisition for
Funds. The Governmental Agency may submit to the Authority (or
the Trustee acting on behalf of the Authority, if so
designated) a Requisition for Funds during the first ten days
of each month (or such other designated period as is acceptable
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to the Authority), in substantially the same form as that
attached to this Assistance Agreement as Exhibit B and made a
part hereof, accompanied by, to the extent requested by the
Authority, the following documentation:

(A) A full and complete accounting of the costs of
the Project, to be obligated by contract or otherwise during the
month in question, or already obligated and not included in any
previous accounting;

(B) A full and complete accounting of any costs of
the Project paid by the Governmental Agency from its own funds
with the approval of the Authority and not included in any
previous accounting for which it seeks reimbursement;

(C) A full and complete accounting of any costs of
the Project paid or requisitioned under any other financing,
loan, bond, grant or similar agreement or paid from its own
funds for which it does not seek reimbursment and which have
not been identified in any previous requisition form.

(D) The contractor's estimate of work performed
during the preceding month pursuant to construction contracts
for the Project and payment thereunder due, together with the
Engineer's and Governmental Agency's approval thereof for
payment by the Authority directly to the contractor.

Upon the Authority's receipt of the Requisition for
Funds, and such additional documentation as it may require, the
Authority may direct the Trustee to remit the amount requested
to the Governmental Agency as a draw upon the Loan.
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ARTI CLE V

CERTAIN COVENANTS OF THE GOVERNMENTAL AGENCY;
PAYMENTS TO BE MADE BY GOVERNMENTAL AGENCY TO THE AUTHORITY

Section 5.1. Imposition of Service Charges. The
Governmental Agency hereby irrevocably covenants and agrees to
comply with all of the terms, conditions and requirements of
this Assistance Agreement, pursuant to which the Loan is to be
made by the Aut:hority to the Governmental Agency as specified
herein and in the Act and the Indenture. The Governmental
Agency hereby further irrevocably covenants and agrees that it
already has, or will, to the extent, necessary, immediately
impose Service Charges upon all persons, firms and ent.ities to
whom or which services are provided by the System, such Service
Charges to be no less than as set forth in Exhibit C annexed
hereto. If so required, such Service Charges shall be in
addition to all other rates, rentals and service charges of a
similar nature of the Governmental Agency now or hereafter
authorized by law, and now or hereafter being levied and
collect'.ed by the Governmental Agency and shall be levied and
collected solely for the purpose of repaying to the Authority
all sums received from the Authority as representing the Loan
in respect of the Project.

Sect.ion 5.2. Governmental Acrencv's Oblicration to
Repav Loan. The obligation of the Governmental Agency to repay
to the Authority the amount of the Loan from the Service
Charges shall not be revocable, and in the event that services
supplied by the Project shall cease, or be suspended for any
reason, the Governmental Agency shall continue to be obligated
to repay the Loan from the Services Charges. In the event the
Governmental Agency defaults in the payment of any Service
Charges to the Authority, the amount of such default shall bear
interest at the per annum rate equal to the Default Rate set
forth in the Project Specifics, from the date of the default
until the date of the payment thereof.

Section 5.3. Covenant to Adjust Service Charcres. In
the event;, for any reason, the Schedule of Service Charges
shall prove to be insufficient to provide to the Authority the
minimum sums set forth in the Schedule of Payments, the
Governmental Agency hereby covenants and agrees that it will,
upon notice by the Authority, to the full extent authorized by
law, both federal and state, immediately adjust and increase
such Schedule of Service Charges, or immediately commence
proceedings for a rate adjustment and increase with all
applicable regulatory authorities, so as to provide funds
sufficient to pay to the Authority the minimum sums set forth
in the Schedule of Payments.
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Section 5.4. Adecruacv of Service Charcres. The
Service Charges herein covenanted to be imposed by the
Governmental Agency shall be fixed at such rate or rates (andit is represented that the Schedule set forth in Exhibit C
hereto so qualifies), as shall be at least adequate to make the
payments at the times and in the amounts set forth in the
Schedule of Payments, subject to necessary governmental and
regulatory approvals.

The Service Charges imposed by the Governmental Agency
shall be paid by the users of the System and accordingly the
Project not less frequently than the Service Charge Payment
period set forth in the Project Specifics, and shall be
remitted to the Authority by the Governmental Agency with a
report showing collections and any delinquencies. A report of
all collections and delinquencies shall be made at least
semi-annually on or before each Payment Date identified in the
Schedule of Payments.

Section 5 '. Covenant to Establish Maintenance and
Replacement Reserve. The Governmental Agency shall establish a
special account identified as a "Maintenance and Replacement
Reserve" ~ On or before each payment date identified in the
Schedule of Payments, the Governmental Agency shall deposit
into the Maintenance and Replacement Reserve an amount equal to
ten percent (10%) of the amount of such Loan payment until the
amount on deposit in such fund is equal to five percent (5%) of
the original principal amount of the Loan (the "Required
Balance" ) ~ Amounts in the Maintenance and Replacement Reserve
may be used for extraordinary maintenance expenses related to
the Project. or for the costs of replacing worn or obsolete
portions of the Project. lf amounts are withdrawn from such
fund, the Governmental Agency shall again make the periodic
deposits hereinabove required until the Required Balance is
reinstated.

Section 5.6. Covenant to Charcre Sufficient Rates;
Reports; Inspection. The Governmental Agency hereby
irrevocably convenants and agrees with the Authority:

(A) That, as aforesaid, it will at all times impose,
prescribed, charge and collect the Service Charges set forth in
Exhibit C hereto for the services of the Project as shall
result in net revenues to the Governmental Agency at least
adequate to provide for the payments to the Authority required
by this Assistance Agreement.

(B) That it will furnish to the Authority not less
than annually reports of the operations and income and revenues
of the Project, and will permit authorized agents of the
Authority to inspect all records, accounts and data of the
Project at all reasonable times.
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(C) That it. will collect, account for and promptly
remit to the Authority those specific revenues, funds, income
and proceeds derived from Service Charges incident to this
Assistance Agreement.

(D) That it will notify the Authority in writing of
its intention to issue bonds or notes payable from the revenues
of the System not less than thirty (30) days prior to the sale
of said obligations.

Section 5.7. Searecration of Funds. The Governmental
Agency shall at all times account for the income and revenues
of the System and distinguish same from all other revenues,
moneys and funds of the Governmental Agency, if any.

Section 5.8. Mandatorv Sewer Connection. In the
event that the Project consists of sanitary sewer facilities,
the Governmental Agency hereby irrevocably covenants and agrees
with the Authority that it will, to the maximum extent
permitted by Kentucky law, and by means of ordinance, or other
appropriate legislative order or action, mandatorily require
the connection to and use of, the sanitary sewers constituting
the Project by all persons owning, renting or occupying
premises generating pollutants where such sanitary sewers are
reasonably available to such premises, and to exhaust, at the
expense of the Governmental Agency, all remedies for the
collection of Service Charges, including, either directly or
indirectly, pursuant to authority granted by Sections 96.930 to
96.943, inclusive, of the Kentucky Revised Statutes, and the
Act, causing termination of water services to any premises
where the bill for sewer services is delinquent and foreclosure
and decretal sale in respect of improvement benefit assessments
which are delinquent.

Section 5 '. Termination of Water Services to
Delinquent Users. In the event the Project. consists of water
facilities the Governmental Agency covenants and agrees that it
shall, pursuant to applicable provisions of law, to the maximum
extent authorized by law, enforce and collect the Service
Charges imposed upon users of the Project and facilities
constituting the System, and will promptly cause water service
to be discontinued to any premises where any billing for such
facilities and services shall not be paid in a timely manner.
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ART ICLE VI

OTHER COVENANTS OF THE GOVERNMENTAL AGENCY

Section 6.1. Further Assurance. At any time and all
times the Governmental Agency shall, so far as it. may be
authorized by law, pass, make, do, execute, acknowledge and
deliver, all and every such further resolutions, acts, deeds,
conveyances, assignments, transfers and assurances as may be
necessary or desirable for the better assuring, conveying,
granting, assigning and confirming all and singular the rights,
assets and revenues herein pledged or assigned, or intended so
to be, or which the Governmental Agency may hereafter become
bound to pledge or assign.

Section 6.2. Comoletion of Prospect. The Governmental
Agency hereby covenants and agrees to proceed expeditiously
with and promptly complete the Project in accordance with the
plans, designs and specifications prepared by the Engineers for
the Governmental Agency.

Section 6.3. Establishment of Completion Date. The
completion date for the Project shall be evidenced to the
Authority by a certificate signed by the Engineer and an
authorized representative of the Governmental Agency stating
that, except for amounts retained by the Authority for costs of
the Project not then due and payable, (i) the Construction has
been completed and all labor, services, materials, supplies,
machinery and equipment used in such Construction have been
paid for, (ii) all other facilities necessary in connection
with the Project have been acquired, constructed, equipped and
installed and all costs and expenses incurred in connection
therewith have been paid, (iii) the Project and all other
facilities in connection therewith have been acquired,
constructed, equipped and installed to his satisfaction.

Section 6.4. Commitment to Overate. The Governmental
Agency hereby covenants and agrees to commence operation of the
Project immediately on completion of construction and not to
discontinue operations or dispose of such Project without the
approval of the Authority.

Section 6.5. Continue to Overate. The Governmental
Agency hereby covenants and agrees to continuously operate and
maintain the Project in accordance with applicable provisions
of federal and state law and to maintain adequate records
relating to said operation; said records to be made available
to the Authority upon its request at all reasonable times.

Section 6.6. Tax Covenant. In the event the
Authority issues Bonds which are intended to be excludable from
gross income for federal income tax purposes to provide the
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funds for the Loan, the Governmental Agency shall at all times
do and perform all acts and things permitted by law and
necessary or desirable in order to assure such exclusion and
shall take such actions as may be directed by the Authority in
order to accomplish the foregoing. The Governmental Agency
shall not permit (i) the proceeds of the Loan to be used
directly or indirectly in any trade or business, (ii) its
payments hereunder to be secured directly or indirectly by
property to be used in a trade or business, (iii) any
management agreement for the operation of the System or (iv)
any federal guarantee of its obligations hereunder without:.the
prior written consent of the Authority. The Governmental
Agency will not acquire or pledge any obligations which would
cause the Bonds to be "arbitrage bonds" within the meaning of
the Code.

Section 6.7. Accounts and Resorts. The Governmental
Agency shall at all times keep, or cause to be kept, proper
books of record and account in which complete and accurate
entries shall be made of all its transactions relating to the
System, which shall at all reasonable times be subject to the
inspection of the Authority.

Section 6 '. Financial Statements. Within ninety
(90) days after the end of each fiscal year of the Governmental
Agency, the Governmental Agency shall provide to the Authority,
itemized financial statements of income and expense and a
balance sheet in reasonable detail, certified as accurate by a
firm of independant certified public accountants or the Auditor
of Public Accounts of the Commonwealth. All financial
information must be satisfactory to the Authority as to form
and content and be prepared in accordance with generally
accepted accounting principals on a basis consistent with prior
practice unless specifically noted thereon. With such
financial statements, the Governmental Agency shall furnish to
the Authority a certificate stating that, to the best knowledge
of the authorized representative signing such certificate, no
default under this Assistance Agreement exists on the date of
such certificate, or if any such default shall then exist,
describing such default with specificity.

Section 6.9. General Compliance With All Duties. The
Governmental Agency shall faithfully and punctually perform all
duties with reference to the System required by the
Constitution and laws of the Commonwealth, and by the terms and
provisions of the this Assistance Agreement and any other Debt

Obligations'ection
6.10. Svstem Not to Be Disposed Of. The

Governmental Agency covenants and agrees that, until
satisfaction in full of its obligations hereunder, it will notsell, mortgage, or in any manner dispose of, or surrender
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control or otherwise dispose of any of the facilities of the
System or any part thereof (except that the Governmental
Agency may retire obsolete and worn out facilities, and sell
same, if appropriate).

Section 6.11. General. The Governmental Agency shall
do and perform or cause to be done and performed all acts and
things required to be done or performed by or on behalf of the
Governmental Agency under the provisions of the Act and this
Assistance Agreement in accordance with the terms of such
provisions including the Additional Covenants and Agreements,if any, set forth in Exhibit G hereto.
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ARTICLE VII

MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION

Section 7.1. Maintain Svstem. The Governmental
Agency agrees that during the entire term of this Assistance
Agreement, it will keep the Project, including all
appurtenances thereto, and the equipment and machinery therein,
in good and sound repair and good operating condition at its
own cost so that the completed Project will continue to provide
the services for which the System is designed.

Section 7.2. Additions and Improvements. The
Governmental Agency shall have the privilege of making
additions, modifications and improvements to the sites of the
Project, and to the Project itself from time to time provided
that said additions, modifications and improvements do not
impair the operation or objectives of the Project. The Cost of
such additions, modifications and improvements shall be paid by
the Governmental Agency, and the same shall be the property of
the Governmental Agency and shall be included under the terms
of this Assistance Agreement as part of the site of the
Project, or the Project, as the case may be. Nothing herein
contained shall be construed as precluding the Authority and
the Governmental Agency from entering into one or more
supplementary Assistance Agreements providing for an additional
Loan or Loans in respect of additional Projects undertaken by
the Governmental Agency.

Section 7.3. Compliance with State and Federal
Standards. The Governmental Agency agrees that it will at all
times provide operation and maintenance of the Project to
comply with the water quality standards, if any, established by
any state or federal agency. The Governmental Agency agrees
that qualified operating personnel properly certified by the
Commonwealth will be retained to operate the Project during the
entire term of this Assistance Agreement.

Section 7.4. Access to Records. The Governmental
Agency agrees that it will permit the Authority and any state
or federal agency and their respective agents to have access to
the records of the Governmental Agency pertaining to the
operation and maintenance of the Project at any reasonable time
following completion of construction of the Project, and
commencement of operations thereof.

Section 7.5. Covenant to Insure — Casualtv. The
Governmental Agency agrees to insure the Project facilities in
such amount as like properties are similarly insured by
political subdivisions similarly situated, against loss or
damage of the kinds usually insured against by political
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subdivisions similarly situated, by means of policies issued by
reputable insurance companies duly qualified to do such
business in the Commonwealth.

Section 7.6. Authoritv as Named Insured. Any
insurance policy issued pursuant to Section 7.5 hereof, shall
be so written or endorsed as to make losses, if any, payable to
the Governmental Agency, and to the Authority, as their
interests may appear.

Section 7.7. Covenant to Insure — Liabilitv. The
Governmental Agency agrees that it will carry public liability
insurance with reference to the Project with one or more
reputable insurance companies duly qualified to do business in
the Commonwealth, insuring against such risks (including but
not limited to personal inquiry, death and property damage) and
in such amounts as are set, forth in the Project Specifics, and
naming the Authority as an additional insured.

Section 7.8. Covenant Recrardincr Worker's
Compensation. Throughout the entire term of this Assistance
Agreement, the Governmental Agency shall maintain worker's
compensation coverage, or cause the same to be maintained.

Section 7.9. Aoolication of Casualtv Insurance
Proceeds'f, prior to the completion of the term of this
Assistance Agreement, the Project, shall be damaged or partially
or totally destroyed by fire, windstorm or other casualty,
there shall be no abatement or reduction in the amount payable
by the Governmental Agency pursuant to the terms of this
Assistance Agreement, and the Governmental Agency will (1)
promptly repair, rebuild or restore the Project damaged or
destroyed; and (2) apply for such purpose so much as may be
necessary of any net proceeds of insurance resulting from
claims for such losses, as well as any additional moneys of the
Governmental Agency necessary therefor. All net proceeds of
insurance resulting from claims for such losses shall be paid
to the Governmental Agency, and shall be promptly applied as
herein provided.

Section 7.10. Eminent. Domain. In the event that
title to, or the temporary use of, the Project, or any part
thereof, shall be taken under the exercise of the power of
eminent domain by any governmental body or by any Person acting
under governmental authority, there shall be no abatement or
reduction in the minimum amounts payable by the Governmental
Agency to the Authority pursuant to the terms of this
Assistance Agreement, and any and all net proceeds received
from any award made in such eminent domain proceedings shall be
paid to and held by the Governmental Agency in a separate
condemnation award account and shall be applied by the
Governmental Agency in either or both of the following ways, as
shall be determined by the Governmental Agency in its sole
discretion:
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(A) The restoration of the improvements located on
the Project sites to substantially the same condition as
prior to the exercise of said power of eminent domain; or

(B) The acquisition of additional property, if
necessary, and the acquisition of additional facilities by
construction or otherwise, equivalent to the Project
facilities, which property and facilities shall be deemed
to be a part of the Project sites and a part of the Project
facilities and to be substituted for Project facilities so
taken by eminent domain, without the payment of any amount
other than herein provided, to the same extent as if such
property and facilities were specifically described herein.

Any balance of the net proceeds of the award in such
eminent domain proceedings after the carrying out of the
mandatory proceedings stipulated in (A) and (B) of this Section
7.10, shall be paid to the Governmental Agency upon delivery to
the Authority of a certificate signed by an authorized officer
of the Governmental Agency to the effect that the Governmental
Agency has complied with either subparagraph (A) or (B), or
both, of this Section, and written approval of such certificate
by an authorized officer of the Authority. In no event will
the Governmental Agency voluntarily settle or consent to the
settlement of any prospective or pending condemnation
proceedings with respect to the Project or any part thereof
without. the written consent of the Authority.
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ARTICLE VIII

EVENTS OF DEFAULT AND REMEDIES

Section 8.1. Events of Default Defined. The
following will be "Events of Default" under this Assistance
Agreement and the term "Event of Default" or "Default" will
mean, whenever it is used in this Assistance Agreement, any one
or more of the following events:

(A) Failure by the Governmental Agency to pay any
payments at the times specified herein.

(B) Failure by the Governmental Agency to observe or
perform any covenant, condition or agreement on its part to
be observed or performed, other than as referred to in
subsection (A) of this Section, for a period of thirty (30)
days after written notice specifying such failure and
requesting that it be remedied will have been given to the
Governmental Agency by the Authority unless the Authority
agrees in writing to an extension of such time prior to its
expiration; provided, however, if the failure stated in the
notice cannot be corrected within the applicable period,
the Authority will not unreasonably withhold its consent to
an extension of such time if corrective action is
instituted by the Governmental Agency within the applicable
period and diligently pursued until such failure is
corrected.

(C) The dissolution or liquidation of the
Governmental Agency, or the voluntary initiation by the
Governmental Agency of any proceeding under any federal or
state law relating to bankruptcy, insolvency, arrangement,
reorganization, readjustment of debt or any other form of
debtor relief, or the initiation against the Governmental
Agency of any such proceeding which will remain undismissed
for sixty (60) days, or the entry by the Governmental
Agency into an agreement of composition with creditors or
the failure generally by the Governmental Agency to pay its
debts as they become due.

(D) A default by the Governmental Agency under the
provisions of any agreements relating to its Debt
Obligations.

Section 8 ' 'emedies on Default. Whenever any Event
of Default referred to in Section 8.1 has occurred and is
continuing, the Authority may, without any further demand or
notice, take one or any combination of the following remedial
steps:
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(A) Declare all payments due hereunder, as set forth
in the Schedule of Payments to be immediately due and
payable.

(B) Exercise all the rights and remedies of the
Authority set forth in the Act.

(C) Take whatever action at law or in equity may
appear necessary or desirable to enforce its rights under
this Assistance Agreement.

Section 8.3. Aooointment of Receiver. Upon the
occurrence of an Event of Default, and upon the filing of a
suit or other commencement of judicial proceedings to enforce
the rights of the Authority under this Assistance Agreement,
the Authority shall be entitled, as a matter of right, to the
appointment of a receiver or receivers of the System and all
receipts therefrom, pending such proceedings, with such power
as the court making such appointment shall confer; provided,
however, that the Authority may, with or without action under
this Section, pursue any available remedy to enforce the
payment obligations hereunder, or to remedy any Event of
Default.

Section 8.4. No Remedv Exclusive. No remedy herein
conferred upon or reserved to the Authority 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 8.5. Consent to Powers of Authoritv Under
Act. The Governmental Agency hereby acknowledges to the
Authority its understanding of the provisions of the Act,
vesting in the Authority certain powers, rights and privileges
in respect of the Project upon the occurrance of an Event of
Default, and the Governmental Agency hereby covenants and
agrees that if the Authority should in the future have recourse
to said rights and powers, the Governmental Agency shall take
no action of any nature whatsoever calculated to inhibit,
nullify, void, delay or render nugatory such actions of the
Authority in the due and prompt implementation of this
Assistance Agreement.

Section 8.6. 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.
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Section 8.7. Acrreement to Pav Attornevs'ees and
Expenses. In the event that either party hereto will default
under any of the provisions hereof and the nondefaulting 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 therefor to
the nondefaulting party the fees of such attorneys and such
other expenses so incurred by the nondefaulting party.
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ARTICLE IX

MISCELLANEOUS PROVISIONS

Section 9.1. ADDroval not to be Unreasonablv
Withheld. Any approval of the Authority required by this
Assistance Agreement shall not be unreasonably withheld and
shall be deemed to have been given on the thirtieth (30th) day
following the submission of any matter requiring approval to
the Authority, unless disapproved in writing prior to such
thirtieth (30th) day. Any provision of this Assistance
Agreement requiring the approval of the Authority or the
satisfaction or the evidence of satisfaction of the Authority
shall be interpreted as requiring action by an authorized
officer of the Authority granting, authorizing or expressing
such approval or satisfaction, as the case may be, unless such
provision expressly provides otherwise.

Section 9.2. Aooroval. This Agreement is made
subject to, and conditioned upon, the approval of this
Assistance Agreement by the Secretary of the Finance and
Administration Cabinet.

Section 9.3. Effective Date. This Assistance
Agreement shall become effective as of the date first set forth
hereinabove and shall continue to full force and effect until
the date the obligations of the Governmental Agency pursuant to
the provisions of this Assistance Agreement have been fully
satisfied'ection

9.4. Bindina Effect. This Assistance
Agreement shall be binding upon, and shall inure to the benefit
of the parties hereto, and to any person, officer, board,
department, agency, municipal corporation, or body politic and
corporate succeeding by operation of law to the powers and
duties of either of the parties hereto. This Assistance
Agreement shall not be revocable by either of the parties, nor
assignable by either parties without the written consent of the
other party.

Section 9.5. Severabilitv. In the event that any
provision of this Assistance Agreement will be held invalid or
unenforceable by any court of competent jurisdiction, such
holding will not invalidate or render unenforceable any other
provision hereof.

Section 9.6. Execution in Counterparts. This
Assistance Agreement may be simultaneously executed in several
counterparts, each of which will be an original and all of
which will constitute but one and the same instrument.
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Section 9.7. Aovlicable Law. This Assistance
Agreement will be governed by and construed in accordance with
the laws of the Commonwealth.

Section 9 '. Venue. The parties hereto agree that in
the event of a default by the Governmental Agency pusuant to
the provisions of Article 8 of this Agreement, the Authority
shall, to the extent permitted under the laws of the
Commonwealth, have the right to file any necessary actions with
respect thereto in Franklin Circuit Court.

Section 9.9. Cavtions. The captions or headings
herein are for convenience only and in no way define, limit or
describe the scope or intent. of any provisions or sections of
this Assistance Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused
this Assistance Agreement to be executed by their respective
duly authorized officers as of the day and year above written.

ATTEST: KENTUCKY INFRASTRUCTURE
AUTHORITY

& -7
d

J

SY

Title

ATTEST GOVERNMENTAL AGENCY:
MOUNTAIN WATER DISTRICT

By: /' n
M''itle:

Secretary
V ( I

Title: Chairman

APPROVED:

SE ETAEY/FINANCE'ND
ADMINISTRATION CABINET OF THE
COMMONWEALTH OF KENTUCKY

EXAMINED:

LEGAL CCSNSEI/ (P THE KENTUCKY
INFRASTRUCTURE AUTHORITY
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EIHIBIT A
PROJECT 6PECIPIC6

8291-07

NAME:

CONTACT PERBON

ADDRESS:

TELEPHONE:
ENGINEERS

Mountain Water District
Leon Huffman, Chairman
Ernie chancy, Manager
Will Linder, Consultant
P.o. Box 3157
Pikeville, Kentucky 41501
606-631-9162 or 606-986-8406
NAME: Kenvirona
ADDRESS( P.O. Drawer V

452 Versailles Road
Frankfort> Kentucky 40601

CONTACTS Doug Griffin
TELEPHONE: 502-695-4357

per person)
per occurrence)

$4,602>596
295,026
118,747

15IOOO
5,000

20,000
50,000
80,000

230,130
$5,416,499

LIABILITY INSURANCE

COVERAGE c Death or Personal Xn)ury (
Death or Personal In)ury (
Property Damage on System

ADMINISTRATIVE FEE: -20%
DEPAULT RATE: 108,
PROJECT COST

aRBAKDoer:
Construction
contract 27 $ 992,958
contract 28 1,473,890
contract. 29 1,018>061
contract 30 448,000
contract 31 127,200
contract 32 108,411
Contract 33 125,041
force account 309,035

Engineering Design
Zng j neer ing In spec t ion
change for Elevated Tank
Geotechnical Investigation
Legal Fees
Planning 9 AdministratiOn
Capitalized Interest
Contingencies

TOTAL

3,000,000
1,000,000
5,000,000

SERVICE CHARGE

PAYMENT PERIOD:
PAYMENT DATES:

Monthly
The DeCember 1 Or June 1 SuCCeeding the prc)sot COmpleticn
date which is at least three months, but no more than nine
months, after the pro)ect completion date,

LOAN RATBt 2 ~ 9a
LOAN AHOUNT: $ 5, 165,093



FINAL ZrQAN TERM

(APPRoXIMATBLY):
ESTIMATED ANNUAL

DEBT SERVICE:

30 Years

260,124 annual debt service
10,330 administrative fee
26,012 coverage for maintenance

296, 466 Total

OTHER FINANCING SOURCES e

Fhrmers Home Administration 10,000
Mountain Water District Reserve Funds $ 241,406

DEBT OBLIGATIONS
CURRENTLY OUTSTANDINGI

As of June 30, 1990
outstanding

Gt 4 270,000
488(195

1,488,895
) 54 493, 691

689 135
losed) 1,500,000

600,000

54,202

Bonds Payable
EOA Bond Payable at 4.75$ intere
FmHA Band Payable (Grapevine) 5%

FmHA Bond Payable (Raccoon) 5%

FmHA Bond Payable (Shelby Valley
FmHA Bond Payable (Pond Creek) 5
FmHA Bond Payable (Dorton; not, c
FmHA Bond Payable (Indian Creek;

not closed)
Note Payable (3) to J.I. Case Credit
7.0b-8.0% interest 45,348

Note Payable (1) Fard Motor Credit
8. 1% interest

Note Payable (1) Pike County Fiscal Court
non-interest bearing, no maturity date

Note Payable-Demand (1) Pikeville National
Bank at 11.75% interest 10,000

Note Payable ( 1 ) Xerox Corpor at ion, payment s
are $88.21 far 36 months 175

PROJECT DESCRIPTION

The Multi-Area Pro)ect consists of twenty-one subpro)ects well distributed
over Pike county. while the pro]ect anticipates 1,287 new customers~ there ie a
potential ta serve 1,838 customers, an average of 27.6 customers per mile. The
pro)ect will consist of 66.6 miles of water lines with 12 booster pump stations
and 11 water storage tanks,
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EXHIBIT B

REQUEST FOR PAYMENT WITH RESPECT TO
ASSISTANCE AGREEMENT DATED

Request No. Dated

ORIGINAL SENT TO: Kentucky Infrastructure Authority
Room 075, Capitol Annex
Frankfort, Kentucky 40601

COPY SENT TO Ms. Libby McManis
Director, Community Programs
Department for Local Government
1024 Capitol Center Drive
Frankfort, Kentucky 40601

FROM: ("Govenmental Agency" )

Gentlemen:

The above identified Governmental Agency has entered into an
Assistance Agreement with the Kentucky Infrastructure Authority
(the "Authority" ) for the acquisition and construction of
facilities described in the Assistance Agreement as the
"proj ect. "

Pursuant to the Assistance Agreement, we hereby certify that we
have incurred the following expenses in connection with the
Project and that the Authority's funding share of these
expenses is in the amount so denoted in this request totaling
S

Documentation supporting the expenses incurred and identified
per this request are attached.

ELIGIBLE PROJECT EXPENSES INCURRED

Contractor

Expenses
this

Reauest

Expenses
to

Date



ALLOCATION OF FUNDING FOR EXPENSES

Fundincr Source
Portion of
Expenses this Recruest

Portion of Expenses
Total to Date

Totals

The Governmental Agency certifies it has also paid
Project expenses or has submitted requisitions to the
applicable funding sources for Project expenses, which have not
been identified in any previous Request or Payment, as follows:

Fundincr Source
Amount of Payment
or Reauisition

Date of Payment.
or Recruisition

Respectfully submitted,

Governmental Agency

By

Title

B-2



Certificate of Consulting Engineers as to
Payment Request

The undersigned, a duly qualified and licensed Engineer hereby
certifies that he or she represents the Governmental Agency
submitting this request in connection vith the "Eligible
Project" and that all expenses represented in this request vere
duly incurred for the Construction of the "Project," that the
Authority's funding share of these expenses is accurately
represented and that such expenses have not been the subject of
any request for disbursement previously submitted.

Engineer/Consultant,

Firm Name
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EXHIBIT C

SCHEDULE OF SERVICE CHARGES



Mountain Wats. District For: Entire Service Are

P.S.C. Ky. No. 1

Third Revised Sheet No. 2

Cancelling P.S.C. Ky No. 1

Second Revised Sheet No. 2

CLASSIFICATION OF SERVICE

Meter Rates for Monthly Usage in accordance with an order of
the Public Service Commission of Kentucky in Case No. 90-354
dated December 13, 1990.

General Customers*

Monthlv Rates

5/8 x 3/4-Inch

First 2,000 gallons
Over 2,000 gallons

1-Inch

$ 13.50 Minimum Bill
F 10 per 1,000 gallons

First 15,000 gallons
Over 15,000 gallons

2-Inch

$ 53.80 Minimum Bill
3.10 per 1,000 gallons

First 50,000 gallons
Over 50,000 gallons

3-Inch

$ 162.30 Minimum Bill
3.10 per 1,000 gallons

First, 75,000 gallons
Over 75,000 gallons

$ 239 F 80 Minimum Bill
3.10 per 1,000 gallons

Date Issued: December 13, 1990 Date Ef fective: pg~~pI6II@~SSION
OF KENTUCKY

ISSUED BY: Mountain Mater District, P.O. Box 3157, EFFECTIVEPikeville, Kentucky 41501

JttN 2 1991
Leon >Hu f fma&, Ch'airman

PURSUANT TO 807 KAR 5:01 1,
SECTION 9 (1)

SY:
PUOUC SEll VICE COMMISSiC tl MN(A 9 il



::'ountain Wat .r District For: Entire Service Area.

P.S.C. Ky. No. 1

Second Revised Sheet No. 3

Cancelling P.S.C. Ky. No, 1

First Revised Sheet No ~ 3

CLASSIFICATION OF SERVICE

4-Inch

First 100,000 gallons
Over 100,000 gallons

6-Inch

1 irst 150, 000 gallons
Over 150,000 gallons

$ 317.30 Minimum Bill
3.10 per 1,000 gallons

$ 472.30 Minimum Bill
3.10 per 1,000 gallons

Wholesale Rate for Nolin Public Service District
All Usage is $ 1.87 per 1,000 gallons

Wholesale Rate for City of Pikeville
All Usage is $ 1.31 per 1,000 gallons

As per contract with the South Williamson Development
Company, the following charges will be billed to users within
the Southside Mall. These charges are not a part of the
DISTRICT'S rate structure but are based on Mall charges
relative to meter size.

5/8-Inch
3/4-Inch
1-Inch
1 1/2-Inch
2-Inch
3-Inch

$ 11.30
$ 15.05
$ 33.88
$ 60.27
$ 80.30

$ 125,4.7

Date Issued: December 13, 1990 Ef fective Date: gga mgp@gggipgggG;q
OF KENTUCKY

ISSUED BY: Mountain Water District, P.O. Box 3157 'pp0y~yp
Pikeville, Kentucky 41501

2 199l
Leon Huffman, ~airman

VueSuAmrO y07',<~n S,o«,
SECTION 9 j1}

PUBUC SiRYICE (QVi'filSS'0)'3 Hhi'(AG R



/ALLACE G. V/ILKINSON
QOvtlIHOII

COMMONWEALTH OF KENTUCKY

DEPARTMENT OF HOUSING. BUILDINGS AND CONSTRUCTION
D Iv IS I 0N oF P LU M 8 IN G

1047 U. S. 127 SOUTH
FRANKFOAT. KENTUCKY 4Oeo1

(502) 584-3580
(FAX) I502I 584-d799

LEwIs J. MasTIN
0IR tCTDe

TO

MEMORANDUM

Customers of the Mountain Water Company

FROM: Lewis J ~ Mastin, Director
Division of Plumbing

SUBJECT: Plumbing Construction Permits and Water Service Installations

DATE: October 28, 1991

In the very near future the Mountain Water Company will have completed their water
mains in your area and will be in a position to furnish you safe and domestic water.

The water service, the piping system from your property line to your home or building,
-.t be contracted or installed by you. Under the provisions of tlIe State Plumbing

this installation must be made by a master plumber licensed by this Department
or by you personally if you own the property and reside there. An inspection is
necessary to assure you that there are no cross-connections between the water a»d any
existing water supplies.

Before water service connections are made it is necessary that a plumbing construction
permit be obtained by the master plumber of your choice or yourself, from the plumbing
inspector in your area, Clyde Porter. The fee for such a permit is $ 15.00. This
water service must be inspected after it has been installed, and before it is covered.

The materials that may be used in the construction of water services are galvanized
steel pipe, types K, L, or M copper pipe, types R-K, R-L, R-M brass tubing, or approved
plastic pipe. Plastic pipe must bear the NSF INSIGNIA (National Sanitation Foundation)
and must also include the pressure rating of the pipe as well as the notation, "For
Drinking Water". All plastic pipe used for water services must have a minimum pres-
sure ratin of 100ljI per square inch.

All water services must have a minimum inside diaraeter of 3/4", must be at least kY
under the ground to prevent freezing, and a control value must be i»stalled immedi-
ately in the wall of the building.

A farmstead is exempt from these requirements, provided this property consists of
ten (10) acres or more, is outside the corporate limits of a municipality, and is
listed as agricultural land with the Property Valuation Administratar.

.ir. Porter has his office in the Pike Co. Health Department and may be reached there.
from 8:00 A.M. to 9:30 A.M. on Monday and Thursday of each week. Phone 437-5548.



Mountain Water District For: Entire Service Area

P.S.C. Ky. No. 1

Original Sheet No ~ 7

Cancelling P.S.C. Ky. No.

Sheet No.

CLASSIFICATION OF SERVICE

Connection and Installation Charge for a Special Service
An Individual Fire Hydrant

For each fire hydrant contracted for order by a City, County,
State or Federal governmental agency or institution, private
customer, private industry, or private institution, the connection
and installation charge shall be $ 1,380.00.

Date of Issued: May 7, 1987
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Mountain Water District For: Entire Service Area

P.S.C. Ky. No. 1

Original Sheet No. 9

Cancelling P.S AC. Ky. No.

Sheet No.

CLASSIFICATION OF SERVICE

Monthly Usage Cnarge for Special Service
Through a Multi-Unit Master Meter

The monthly charge for customers who have requested water service
through a master meter for multi-unit service shall be the larger
of.

The number of housing units times the minimum water charge
per unit, based on the DISTRICT'S standard service meter
minimum charge, or;

The amount based on the average gallons used per housing unit
at the current rate schedule times the number of housing
units, in the multiple-unit facility.

PIIBLIC SEIlUICE COhlMISSI0N
Date Issued: August 20, 1987 Date Effective: Hay 7>F ~/CD
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Mountain Water District For: Entire Service Area

P.S.C. Ky. No. 1

Original Sheet No ~ 15

Cancelling P.S.C. Ky. No.

Sheet No.

RULES AND REGULATIONS

In addition, the prospective customer shall pay the cost
of any special installation necessary to meet his
part.icular requirements, as a contribution in aid of
construction.

6. Point of Delivery

The point of delivery is the point where the meter or
vault is located on the customer's premises. All water
lines, plumbing, and equipment beyond the meter shall be
installed and maintained by the customer. The DISTRICT
reserves the right to determine the location of point of
delivery with full regard to those wishes of the
prospective customer, however the DISTRICT will in no
event set a neter at a point that does not deliver 30
psig at the meter.

7 ~ Customer's Service Line

All service lines beyond the metering point should be
installed of material consisting of copper, galvanized,
PVC pipe, or PE pipe with rating of not less than 200
psi. The size of service line beyond the point of
delivery should not be less than 3/4" .

Should a prospective customer desire a 'higher pressure
due to his location or need, he may make provision, at
his expense, for an individual pressure booster system.
The manner of connection, location cross-connection
protection and type is subject to approval by DISTRICT.
The DISTRICT reserves the right to require
discontinuance and disconnection should the private
booster system have a detrimental effect on DISTRICT'S
system.

Dat.e Issued: August 20, 1987
Pl IB) Il ~FRvlcF cl)MMI!ihlQN
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Mountain Water District For: Entire Service Area

P S C. Ky. No ~ 1

Original Sheet No. 16

Cancelling P.S.C. Ky. No.

Sheet No.

RULES AND REGULATIONS

8. Ownership of Mains, Services 6 Appurtenances

All mains, fire hydrants, valves, crossings and other
appurtenances are and shall remain the property of the
DISTRICT, whether installed directly by them or received
through actions of a customer or extendor.

All service lines from main to meter with appurtenances
shall be and remain the property of DISTRICT, whether
installed directly by them or received through actions of
a customer or extendor.

The customer shall install, own and maintain his service
line from meter and/or point of delivery as defined here
before.

9 ~ Discontinuance of Service by DISTRICT

Water service may be discontinued by the DISTRICT for any
violation of any rule, regulation, or condition, and
especially for any of the following reasons.

A. Misrepresentation in the application or contract as
to the property or fixtures to be supplied or
additional use to be made of water.

B. Failure to report to the DISTRICT additions to the
property or fixtures to be supplied or additional use
to be made of water.

CD Resale of water.

Date Issued: August 20, 1987

< rn«<nr ena «l<e c <nL<
VUL<u VI << ~ <v< W<r« ~«VV<V<A

GF KENTUCKY

Date Effective: May EF;EG3%K7

ISSUED BY: Mountain Water District, P.O. Box 1469,
y Q 7 987Pikeville, Kentucky 41501

Le8n Qu f fma6, @fit'irman

PURSUArs r r 9 '"-.ii'imR 5:011<
CTIQN 9 1)

SY:.„
prrpirr".<pvt"„~ gNMISSeH MANAGER



Mountain Water District For: Entire Service Area

P.S.C. Ky. No. 1

Original Sheet No. 17

Cancelling P.S.C. Ky. No.

Sheet No.

RULES AND REGULATIONS

D. Waste or misuse of water due to improper or imperfect
service pipes and/or failure to keep such pipes in a
suitable state of repair.

E. Tampering with meter, meter seal, service, or valves,
or permitting such tampering by others.

F. Connection, cross-connection, or permitting the same,
of any separate water supply to premises which
receive water from the DISTRICT.

G. Non-payment of
bills'.

When a dangerous condition is found to exist on the
customer's or applicant's premises, with reference to
the continuation of water service, water service
shall be cut off without notice or shall be refused,
provided the DISTRICT shall notify the customer or
appl.icant immediately of the reasons for the
discontinuance or refusal and the corrective action
to be taken by the applicant or customer before
service can be

restored'0.

Billing

Hills and notices relating to the conduct of the business
of the DISTRICT will be mailed to the customer at the
address listed on the user's agreement unless a change of
address has been filed in writing with the DISTRICT; and
the DISTRICT shall not otherwise be responsible for
deliv ry of any bill or notice nor will the customer be

PIJBI IC SERYICE COMIOISSION
Date Issued: August 20, 1987 Date Effective: Ha~F7ypgQQK'Y
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Mountain Water District For: Entire Service Area

P.S.C. Ky. No. 1

Original Sheet No. 18

Cancelling P.S.C. Ky. No.

Sheet No ~

RULES AND REGULATIONS

excused from the payment of any bill or any performance
required in said notice.

Bills for water service are due and payable at the office
of the DISTRICT, or to any designated agent, on the date
of issue. The past due date shall be the 20th day after
the date of issue. On all accounts not paid in full by
the next. billing date, an additional charge of 5 percent
of the unpaid portion will be made.

All bills not paid on or before the past due date shall
be deemed delinquent. Any said delinquent bill will
appear as added to next month's balance. Included on
the bill will be a statement indicating that if the
previous balance is not paid in full on or before the
next past due date, it. is the intent of the DISTRICT to
discontinue service as of that date provided. However,if, prior to discontinuance of service, there is
delivered to the DISTRICT or its employee empowered to
discontinue service, a written certificate signed by a
physician, a registered nurse, or a public health officer
that, in the opinion of the certifier; discontinuance of
service will aggravate an existing illness or infirmityat the affected premises, service shall not be
discontinued until the affected resident can make other
living arrangements or until ten (10) days elapse from
the time of the DISTRICT'S receipt of said certification,
whichever occurs first.

Date Issued: August 20, 1987 Date Ef fectivepUgqpsfpyIOE9gg)IVIIS$ IQN
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Mountain Wat( District For: Entire Service A

P.S.C. Ky. No. 1

First Revised Sheet No. 19

Cancelling P ~ S ~ C. Ky. No. 1

Original Sheet No. 19

RULES AND REGULATIONS

11. Discontinuance of Service bv Customer

Any customer having fulfilled their contract terms and
desiring to discontinue the water service to his premises for
any reason must give notice of discontinuance in writing at
the business office of the DISTRICT at least three (3) days
prior to the date on which the customer desires to
discontinue service. If such notice in writing is not given,
a customer shall remain liable for all water used and service
rendered to such premises by the DISTRICT until such notice
is received by the DISTRICT.

12. Reconnection Fees

Where the water supply to the customer has been discon-
tinued for non-payment of delinquent bills, or where a meter
is to reinstalled for a new customer at the location where
one existed previously, a charge of $ 25.00 will be made for
reconnection of water service, but the reconnection fee will
not be made until all delinquent bills and other charges, if
any,- owed by the customer to the DISTRICT have been paid; In
instances where the customer pays all delinquent bills to an
employee of the District at the time of the disconnection, a
charge of $ 12.50 shall be made to cover the District's costs.

13. Deposit

The DISTRICT reserves the right to require that a nominal
amount be placed on deposit with the DISTRICT for the purpose
of establishing or maintaining any customer's credit, such
amount hot to exceed two/twelfths (2/12) of the estimated
annual bill of such customer. Upon the payment of such
deposit, the DISTRICT shall issue to such customer a
certificate of deposit, showing the name og

pu BLIC SERVICE COMbllSSION
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MuunLain Water Distric t. For: Entire Service Pre~

P.S.C. Ky. t'Io. 1

Original SheeL No. 20

Cancelling P ~ S.C. Yy. ii,

Sheet No ~

RULES AND REGULjILTIONS

the customer, the location of the initial premi
occupied by the customer, and the date and amount of the
deposits The DISTRICT will pay to such customer inLerest
on such deposit at the rate of six percent (6$ ) per
annum, until such deposit is reimbursed to the

customer's

* Part of sheet 20 pertains to interest paid to customers on deposits held by Mountain Water



Mountain Water District For: Entire Service Area

P.S.C. Ky. No. 1

Original Sheet No. 25

Cancelling P.S.C. Ky. No.

Sheet No-

RULES AND REGULATIONS

otherwise unsatisfactory service, whether or not caused
by negligence'he DISTRICT does hereby explicitly state
that its system is one for rural domestic consumption and
that its allowance of connections to its system for fire
protection whether by design or implication is only for
such benefit as said customer may be able to derive from
such connections

The DISTRICT'S system is not designed nor intended for
use for fire protection in any manner whatsoever'ny
customer using same for fire protection does so at their
own full and sole responsibility.

The DISTRICT shall in no event be held responsible for
any claim made against it by reason of the breaking of
any mains or service pipes or by reason of any other
interruption of the supply of water caused by the failure
of machinery or stoppage for necessary repairs'o
person shall be entitled to damages nor for any portion
of a payment refunded for any interruption of service
which in the opinion of the DISTRICT may be deemed
necessary.

The DISTRICT shall made all reasonable efforts to
eliminate interruption of service and when such
interruption occur will endeavor to reestablish service
with the shortest possible delay. When the service is
interrupted all consumers affected by such interruption
will be notified in advance whenever it is possible to dost

Date Issued: August 20, 1987 Date EffectivePJJ~SFR)/ICj~MISSION
QF KENTUCKY
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Mountain Water District For: Entire Service Area

P.S.C. Ky. No ~ 1

Original Sheet No. 26

Cancelling P.S.C. Ky. No.

Sheet No.

RULES AND REGULATIONS

21. Boilers and/or Pressure Vessels

Customers having boilers and/or pressure vessels
receiving a supply of water from the DISTRICT must have a
check valve on the water supply line and a vacuum valve
on the stream line to prevent collapse in case the water
supply from the DISTRICT is discontinued or interrupted
for any reason, with or without notice. It is the
responsibility of the customer to make provisions for
protection of his equipment in case of interrupted or
intermittent. service ~

22. Backflow Preventors

Special services and fire connections shall have backflow
preventors of a type approved by the DISTRICT, installed
at the cost of prospective customer-

23. Cross-Connection

Kentucky Department of Health, Kentucky Public Service
Commission and these rules and regulations do h reby
explicitly state that cross-connection of the DISTRICT'S
system with any other source is hereby prohibited.

Date Issued: August 20, 1987 Purr S/Ity hPMMMMISSION
Gf KENTUCKY
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Mountain Water District For: Entire Service Area

P.S.C. Ky ~ No. 1

Original Sheet No. 30

Cancelling PCS.C. Ky. No.

Sheet No.

RULES AND REGULATIONS

subject to special service agreements. The customer
shall not, sell, donate, give or allow use of such water
to any authorized or unauthorized party.

31 'pecial Charges

Special charges may be assessed to the customer for
returned checks, meter rereads, and meter retests at the
specified charges shown below:

A. A charge of $ 10.00 will be made for each check
returned to the District by the bank.

B. A charge of $ 20.00 will be made to reread a meter at
the customers request unless s»ch reread reveals that
the initial reading was erroneous. No charge shall
be made if the initial reading was erroneous.

C. A charge of $ 30.00 will be made for a meter retest
when such test is made at the customers written
request unless the meter is found to be faulty. No
charge shall be made for a faulty meter, but
approoriate adjustments shall be made in accordance
with Section 14 of these rules and regulations.

Date Issued: August 20, 1997
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EXHIBIT D

RESOLUTION

RESOLUTION OF THE KENTUCKY
APPROVING AND AUTHORIZING AN ASSISTANCE AGREEMENT
BETWEEN THE KENTUCKY AND THE
KENTUCKY INFRASTRUCTURE AUTHORITY.

WHEREAS, the Board of Commissioners, ("governing
authority") of the Kentucky,
("Governmental Agency" ) has previously determined that it is in
the public interest to acquire and construct
certain improvements to the
Governmental Agency's System (the "Project" )
and

WHEREAS, the Governmental Agency has made application
to the Kentucky Infrastructure Authority (the "Authority" ) for
the purpose of providing monies to construct the Project; and

WHEREAS, in order to obtain such monies, the
Governmental Agency is required to enter into an Assistance
Agreement with the Authority;

NOW, THEREFORE, BE IT RESOLVED by the
as follows:

SECTION 1 ~ That the governing authority hereby
approves and authorizes of the Assistance Agreement between the
Governmental Agency and the Authority substantially in the form
on file with the Governmental Agency for .the purpose of
providing the necessary financing to the Governmental Agency
for the Project.

SECTION 2. That any officer of the Governmental
Agency be and hereby is authorized, directed and empowered to
execute necessary documents or agreements, and to otherwise act
on behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at
the earliest time provided by law.

ADOPTED on 1992 ~

Attest:
Presiding Officer



CERTIFICATE

I, the undersigned, hereby certify that I am the duly
qualified and acting Recording Officer of the City
of Kentucky; that the foregoing is a full, true
and correct copy of a Resolution adopted by the governing
authority of said City at a meeting duly held on
1992; that said official action appears as a matter of public
record in the official records or journal of the governing
authority; that said meeting was held in accordance with all
applicable requirements of Kentucky law, including KRS 61.810,
61.815, 61.820 and 61 '25; that a quorum was present at said
meeting; that said official action has not been modified,
amended, revoked or repealed and is now in full force and
effect.

day of
IN TESTIMONY WHEREOF, witness my signature this

1 1992.

Recording Officer

D-2



EXHIBIT E

OPINION OF COUNSEL

[Letterhead of Counsel to Governmental Agency]

[Date]

Kentucky Infrastructure Authority
Room 075 Capitol Annex
Frankfort, Kentucky

RE: Assistance Agreement by and between Kentucky
Infrastructure Authority and

dated as of

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to
the practice of law in the Commonwealth of Kentucky and is
legal counsel to
hereinafter referred to as the "Governmental Agency". I am
familiar with the organization and existence of the
Governmental Agency and the laws of the Commonwealth applicable
thereto. Additionally I am familiar with the infrastructure
project (the "Project" ) with respect to which the Assistance
Agreement by and between the Kentucky Infrastructure Authority
("Authority" ) and the Governmental Agency is being authorized,
executed and delivered.

I have reviewed the form of Assistance Agreement by
and between the Authority and the Governmental Agency, the
resolution or ordinance of the governing authority authorizing
the execution and delivery of said Assistance Agreement and the
plans, designs and specifications prepared by the Engineers for
the Governmental Agency with respect to the Project.

Based upon my review I am of the opinion that:

1) The Governmental Agency is a duly organized and
existing political subdivision or body politic of the
Commonwealth of Kentucky validly existing under the
Constitution and statutes of the Commonwealth of Kentucky.

2) The Assistance Agreement has been duly executed
and delivered by the Governmental Agency and is a valid and
binding obligation of the Governmental Agency enforceable in

E-1



accordance with its terms, except to the extent that the
enforceability thereof may be limited by equitable principles
and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or
affecting the enforcement of creditors'ights or remedies
generally.

3) The Governmental Agency has all necessary power
and authority (i) to enter into, perform and consumate all
transactions contemplated by the Assistance Agreement, and (ii)
to execute and deliver the documents and instruments to be
executed and delivered by it in connection with the
construction of the Project.

4) The Service Charges, as defined in the Assistance
Agreement, are in full force and effect and have been duly and
lawfully adopted by the Governmental Agency.

5) The execution and delivery of the Assistance
Agreement and the performance by the Governmental Agency of its
obligations thereunder does not and will not conflict with,
violate or constitute a default under any court or
administrative order, decree or ruling, or any law, statute,
ordinance or regulation, or any agreement, indenture, mortgage,
lease, note or other obligation or instrument, binding upon the
Governmental Agency, or any of its properties or assets'he
Governmental Agency has obtained each and every authorization,
consent, permit, approval or license of, or filing or
registration with, any court or governmental department,
commission, board, bureau, agency or instrumentality, or any
specifically granted exemption from any of the foregoing, that
is necessary to the valid execution, delivery or performance by
the Governmental Agency of the Assistance Agreement and the
imposition of the Service Charges.

6) To the best of my knowledge after due inquiry
there is no action, suit, proceedings or investigation at law
or in equity before any court, public board or body pending or
threatened against, affecting or questioning (i) the valid
existence of the Governmental Agency, (ii) the right or title
of the members and officers of the Governmental Agency to their
respective positions, (iii) the authorization, execution,
delivery or enforceability of the Assistance Agreement or the
application of any monies or security therefor, (iv) the
construction of the Project, (v) the validity or enforceability
of the Service Charges or (vi) that would have a material
adverse impact on the ability of the Governmental Agency to
perform its obligations under the Assistance Agreement.

7) None of the proceedings or authority heretofore
had or taken by the Governmental Agency for the authorization,
execution or delivery of the Assistance Agreement has or have
been repealed, rescinded, or revoked.



8) All proceedings and actions of the Governmental
Agency with respect to which the Assistance Agreement is to be
delivered were had or taken at meetings properly convened and
held in substantial compliance with the applicable provisions
of Sections 61.805 to 61 '50 of the Kentucky Revised Statutes.

Very truly yours,

E-3



EXHIBIT F

TO ASSISTANCE AGREEMENT BETWEEN

GOVERNMENATAL AGENCY'<) AND
THE KENTUCKY INFRASTRUCTURE AUTHORITY

Total Loan to be Repaid by
Governmental Agency to
Kentucky Infrastructure Authority

Principal and Interest Payable
on Each and



It is understood and agreed by the parties to this
Assistance Agreement that. this Exhibit F is an integral part of
the Assistance Agreement between the Governmental Agency and

the Kentucky Infrastructure Authority.

IN WITNESS WHEREOF, the parties have caused this
Exhibit F to Assistance Agreement to be executed by their
respective duly authorized officers as of the date of said

Assistance Agreement.

KENTUCKY INFRASTRUCTURE AUTHORITY

By

Title

MOUNTAIN WATER DISTRICT
Governmental Agency

By

Title

ATTEST:

Title

F-2



EXHIBIT G

ADDITIONAL COVENANTS AND AGREEMENTS

NONE



RESOLUTION 92:25

RESOLUTION OF THE MOUNTAIN WATER DISTRICT, KENTUCKY
APPROVING AND AUTHORIZING AN ASSISTANCE AGREEMENT
BETWEEN THE MOUNTAIN WATER DISTRICT, KENTUCKY AND THE
KENTUCKY INFRASTRUCTURE AUTHORITY.

WHEREAS, the Board of Commissioners, ("governing
authority") of the Mountain Water District, ("Governmental
Agency" ) has previously determined that it is in the public
interest to acquire and construct certain water facilities and
improvements to the Governmental Agency's Water System (the
"Proj ect" ) and

WHEREAS, the Governmental Agency has made application
to the Kentucky Infrastructure Authority (the "Authority" ) for
the purpose of providing monies to construct the Project; and

WHEREAS, in order to obtain such monies, the
Governmental Agency is required to enter into an Assistance
Agreement with the Authority;

NOW, THEREFORE, BE IT RESOLVED by the Mountain Water
District, as follows:

SECTION 1. That the governing authority hereby
approves and authorizes of the Assistance Agreement between the
'Governmental Agency and the Authority substantially in the form
on file with the Governmental Agency for the purpose of
providing the necessary financing to the Governmental Agency
for the Project.

SECTION 2 ~ That any officer of the Governmental
Agency be and hereby is authorized, directed and empowered to
execute necessary documents or agreements, and to otherwise act
on behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at
the earliest time provided by law.

ADOPTED on 1992.

PresidiKcf Officer

Attest:

Title: Secretary



CERTIFICATE

I, the undersigned, hereby certify that I am the duly
qualified and acting Recording Officer of the Mountain Water
District; that the foregoing is a full, true and correct copy
of a Resolution adopted by the governing authority of said City
at a meeting duly held on 1992; that said
official action appears as a matter of public record in the
official records or journal of the governing authority; that
said meeting was held in accordance with all applicable
requirements of Kentucky law, including KRS 61.810, 61.815,
61.820 and 61 '25; that a quorum was present at said meeting;
that said official action has not been modified, amended,
revoked or repealed and is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature this
day of June 1992 '

rM~
gecorgVing Officer



MOUNTAIN WATER DISTRICT
SPECIAL CALLED MEETING

JUNE 30, 1992

A Special Called Meeting of the Board of Commissioners of the Mountain

Water District convened at 10:00 A.M., Tuesday June 30, 1992 at the Winn's

Branch office located in Pike County.

In attendance was Leon Huffman — Chairman, Rudy Pollis — Secretary, Toni

Akers —Treasurer was absent. Also attending the meeting was Ernest R. Chaney-

Executiv'e Director, Douglas C. Griffin — Engineer, Jim Music —Music & Under-

wood Co. , and Rhonda Johnson.

Mr. Chancy presented the following items for approval:

1. Resolution approving the Assistance Agreement

between KIA & Mountain Water District.
2. General Closing Certificate
3. Acceptance of Opinion of Counsel
4. Signature pages to Assistance Agreement

Secretary Pollis moved approval or adoption as appropriate of all items

presented, Chairman Huffman seconded the motion. Vote was unanimous.

There followed a general discussion of the Multi —Area Project with

Mr. Chancy and Mr. Griffin outlining the tentative schedule of events for the

Commissioners.

There being no further business to come before the Commissioners, Com-

missioner Pollis made a motion to adjourn the meeting, Commissioner Huffman

seconded the motion. Vote was unanimous.



CERTIFICATE OF SECRETARY

I, Rudy Pollis hereby certify that I am the qualified

and acting Secretary of the Mountain Water District

that the foregoing is a true and correct copy of said

Commission duly held on the date set out below, that

the agreements referred to therein have been duly re-

corded in the proceedings of said Corporation.

MOUNTAIN WATER DISTRICT

Dated this the 30th day of June 1992.

RUDE POLE( S

SECRETARY

(7~



KENTUCKY INFRASTRUCTURE AUTHORITY
NOVEMBER 1, 1991

A meeting of the Kentucky Infrastructure Authority was
called to order by Ms. Sally Hamilton, alternate for
Chairman L. Rogers Wells, Jr., at 11:00 a.m., November 1,1991'n Room 285 of the Capitol Annex, Frankfort, Kentucky.

Other members present were: Secretary John F. Nichols,
Natural Resources and Environmental Protection Cabinet;
Commissioner Lee Troutwine, Department of Local Government,
Mr. Denis Fleming, Proxy for Secretary Gene Royalty, Cabinet
for Economic Development; Mr. Raymond Bradbury,
Prestonsburg, Kentucky; Mr. John Butts, Franklin, Kentucky;
and Mr. Wayne Wells, Campbellsville.

Guests present were: Mr. Mark Wesley, Economic Development
Cabinet and Mr. Bill Hintz, GOPM.

Ms. Hamilton, noting that a guorum was present and the press
had been notified, called the meeting to order.

Dr. James R.
Marcie Close,
11/1/91.

Ramsey, Executive Director, KIA, introduced
a new KIA staff person joining the Authority

Ms. Hamilton called for a motion to approve the minutes of
the Kentucky Infrastructure Authority meeting on
September 16, 1991. Mr. Wells moved to approve the minutes;
Mr. Bradbury seconded and motion Carried.

Dr. Ramsey introduced a resolution of the Board of Directors
to appoint Ms. Marilyn Eaton, Manager, KIA, as
Secretary/Treasurer of the Authority. Ms. Eaton would be
filling the vacancy left by Mr. Don Mullis. Commissioner
Troutwine moved to approve the resolution; Secretary Nichols
seconded and motion Carried.

RESOLUTION OF THE KENTUCKY INFRASTRUCTURE
AUTHORITY REGARDING THE FORGIVENESS OF CERTAIN
PAYMENTS OF PRINCIPAL OF AND INTEREST ON CERTAIN
.LOANS UNDER ITS GOVERNMENTAL AGENCIES PROGRAM

Under the Kentucky Pollution Abatement and Water Resources
Authority (now the Kentucky Infrastructure Authority (KIA))
the Debt Service Reserve was established. When the Kentucky
Pollution Abatement Authority would borrow money on behalf
of the local governments the local governments would borrow
an amount equal to one year's principal and interest on the
loan which would be put into the Debt Service Reserve. It
is the intent of this resolution to clarify that the Debt
Service Reserve will be used to pay the last year's payment
on loans and any interest accrued will be paid to the
communities.

Secretary Nicholas moved to approve the resolution;
Mr. Wells seconded and motion Carried.



KXA Board Minutes
November 1, 1991
Page Two

The following two resolutions were presented to the Board
for approval:

A RESOLUTION (THE 1991 SERIES E RESOLUTION) OF THE
BOARD OF THE KENTUCKY INFRASTRUCTURE AUTHORITY
(AUTHORITY) AUTHORIZXNG THE EXECUTION OF A SERIES
TRUST INDENTURE, DATED AS OF NOVEMBER 1, 1991, .BY
AND BETWEEN THE AUTHORITY AND FIRST KENTUCKY TRUST
COMPANY I LOUI SVILLE I KENTUCKY ( TRUSTEE ) I PROVID ING
FOR THE ISSUANCE OF 1991 SERIES E KENTUCKY
INFRASTRUCTURE AUTHORITY INFRASTRUCTURE REVOLVING
FUND PROGRAM REVENUE BONDS UNDER THE TERMS OF THE
GENERAL TRUST INDENT%K AND SAID SERIES TRUST
INDENTURE; - PROVIDING FOR THE PAYMENT OF THE
PRINCIPAL OF AND INTEREST ON SAID 1991 SERIES E
REVENUE BONDS; AUTHORIZING THE SALE OF SAID 1991
SERIES E REVENUE BONDSI AND REPEALING ALL
RESOLUTIONS OR PARTS THEREOF IN CONFLICT WITH THE
PROVISIONS HEREOF

A RESOLUTION (THE 1991 SERIES F RESOLUTION) OF THE
BOARD OF THE KENTUCKY INFRASTRUCTURE AUTHORITY
(AUTHORITY) AUTHORIZING THE EXECUTION OF A SERIES
TRUST INDENTURE, DATED AS OF NOVEMBER 1, 1991, BY
AND BETWEEN THE AUTHORITY AND FIRST KENTUCKY TRUST
COMPANY, LOUISVILLE, KENTUCKY (TRUSTEE)I PROVIDXNG
FOR THE XSSUANCE OF 1991 SERIES F KENTUCKY
INFRASTRUCTURE AUTHORITY INFRASTRUCTURE REVOLVING
FUND PROGRAM REVENUE BONDS UNDER THE TERMS OF THE
GENERAL TRUST INDEN'FURI'ND SAID SERIES TRUST
INDEX'&; PROVIDING FOR THE PAYMENT OF THE
PRINCIPAL OF AND INTEREST ON SAID 1991 SERIES F
REVENUE BONDS; AUTHORIZING THE SALE OF SAID 1991
SERIES F REVENUE BONDS; AND REPEALING ALL
RESOLUTIONS OR PARTS THEREOF IN CONFLICT WITH THE
PROVISIONS HEREOF

Dr. Ramsey presented the above resolutions for approval by
the Board. The 1991 Series E Bonds (Fund B) will be in the
amount of approximately $25,000,000 and will be sold on a
tax exempt basis. The 1991 Series F Bonds (Fund B) will be
in the amount of approximately $ 600,000 and are subject to
an alternative minimum tax. The Authority will be seeking
approval from the Board to go to the bond market and borrow
the funds and will seek approval from the Executive
Committee to approve the bond purchase agreement and final
sale of the bonds.

Mr. Butts moved to approve the above resolutions; Secretary
Nichols seconded and motion Carried.
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RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A
FEDERALLY ASSISTED WASTEWATER REVOLVING LOAN
(FUND A) OF $ 1 6 15 I 449 TO THE CITY OF
BRANDENBURG, MEADE COUNTY, FOR A NEW WASTEWATER
TREATMENT PLANT

Mr. Bill Gatewood, Division of Water, presented a review of
the project and Mr. Chris Bowling, KIA, gave the credit
analysis. The project consists of the construction of a new
wastewater treatment plant.. The annual debt service will be
1.9% for 20 years. KIA staff recommended the project for
approval. Mr. Bradbury moved to approve the resolution;
Commissioner Troutwine seconded and motion Carried.

RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A
FEDERALLY ASSISTED WASTEWATER REVOLVING LOAN
(FUND A) OF $178,085, TO THE CITY OF MIDDLESBORO,
FOR A NEW SEWER LXNE

Mr. Gatewood presented a review of the project and Ms. Debby
Milton, KIA, gave the credit analysis. Construction of new
sewer lines will alleviate current backup and overflow
problems of wastewater. Seventy new residential customers
will be served. The annual debt service will be 1.9% for 20
years. Mr. Wells moved to approve the resolution; Secretary
Nichols seconded and motion Carried.

RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A
FEDERALLY ASSISTED WASTEWATER REVOLVING LOAN
(FUND A) OF $535,590I TO THE CITY OF MELBOURNEf
FOR A NEW WASTEWATER SYSTEM AND EXPANSION OF LINES

Mr. Gatewood presented a review of the project and
Ms. Milton gave the credit analysis. The city proposes to
provide a new wastewater collection system which would serve
168 residential and 6 commercial customers currently without
wastewater services. The annual debt service will be 3.9%
for 20 years. Conditions for this loan are listed in the
11/1/91 Board book. Commissioner Troutwine moved to approve
this resolution; Mr. Bradbury seconded and motion Carried.

RESOLUTION OF THE KXA AUTHORXZING ISSUANCE OF A
FEDERALLY ASSISTED WASTEWATER REVOLVING LOAN
(FUND A) OF $5,121,690, TO THE CITY OF MtBGDYI FOR
EXPANSION AND REHABILITATION OF THE PRESENT
WASTEWATER TREATMENT SYSTEM

Mr. Gatewood presented a review of the project and
Ms. Milton gave the credit analysis. The City of Murray
proposes to expand its present wastewater treatment plant.
The annual debt service will be 1.9% for 20 years.
Mr. Bradbury moved to approve the resolution; Secretary
Nichols seconded and motion Carried.
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RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF AN
INFRASTRUCTURE REVOLVING LOAN (FUND B) OF
$125,900, TO THE CITY OF HODGENVILLE, FOR SEWER
LINES AND PUMP STATION TO ASSIST CRUCIBLE
MAGNETICS

Ms. Terri Wellman, Department of Local Government (DLG),
presented a review of the project and Ms. Lynn Travis, KIA,
gave the credit analysis. The city is proposing a
wastewater system expansion by extending a collection line
to accommodate additional industry. The annual debt service
will be 2.9% for 20 years. Conditions on the loan arelisted in the 11/1/91 Board book. Secretary Nichols moved
to approve the resolution; Mr. Wells seconded and motion
Carried.

THE RESOLUTION FOR ISSUANCE OF AN INFRASTRUCTURE
REVOLVING LOAN (FUND B) TO DAVIESS COUNTY (SCOTT
PAPER) WAS DELETED FROM THE AGENDA

REAPPROVAL OF AN INFRASTRUCTURE REVOLVING LOAN
(FUND B) TO CAMPBELL COUNTY TO ASSIST KAHN'S FOODS

Ms. Wellman presented a review of the project and Ms. Travis
gave the credit analysis. The project consists of
construction of a transmission line to transport treated
effluent to a discharge point at the Licking River. This
project was originally approved a year and a half ago. The.
County is now seeking an increased fund amount and
reapproval. The project was put on hold due to research and
investigation of a mussel bed located at the proposed point
of discharge in the Licking River. The County now proposes
to locate the line at another point on the river. KIA
conditions are listed in the 11/1/91 Board book ~ Mr. Butts
moved to reapprove the project; Mr. Bradbury seconded and
motion Carried.

RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A
WATER RESOURCES LOAN (FUND B2) OF $970,505, TO THE
CITY OF MANCHESTER, FOR WATER DISTRIBUTION LINES
AND WATER STORAGE TANK

Mr. Glenn Oldham, DLG, presented a review of the project andMs'ravis gave the credit analysis. This project proposes
the installation of water main and construction of a water
storage facility. The annual debt service will be 2.9% for
20 years'onditions on this loan are listed in the 11/1/91
Board book. Sectary Nichols moved to approve the
resolution; Mr. Bradbury seconded and motion Carried.
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RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A

WATER RESOURCES LOAN (FUND B2) OF $392,932, TO THE

CITY OF MOREHEAD, FOR A FILTER BELT PRESS FACILITY

Mr. Oldham presented a review of the project and Ms. Travis
gave the credit analysis. This project proposes adding a
sludge facility to the water treatment plant. The plant
serves a five county

arear'he
annual debt service will be

2.9% for 15 years. Mr. Wells moved to approve the
resolution; Mr. Butts seconded and motion Carried.

RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A

WATER RESOURCES LOAN (FUND B2) OF $5,165,093, TO

THE MOUNTAIN WATER DISTRICT (MULTI-PROJECT), FOR

21 SUBPROJECTS CONSISTING OF NEW WATER LINES

Mr. Oldham presented a review of the project and Ms. Travis
gave the credit analysis. Proposed activities include
installation of water line, construction of booster pump
stations and water storage facilities to serve 1,287
potential customers. KIA recommends approved of this
project based on a 30 year repayment. Mr. Bradbury moved to
approve the resolution; Secretary Nichols seconded and
motion Carried.

RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OP A

WATER RESOURCES LOAN (FUND B2) OP $897,868, TO THE

CITY OP PIKEVILLE, FOR WATER SYSTEM IMPROVEMENTS

Mr. Oldham presented a review of the project and Mr. Bowling
gave the credit analysis. This project is organized in
three contracts (Yorktown Extension, Island Creek Tie, Cedar
Gap Tank) which are part of a general system improvement
project. KIA staff recommends that the Authority enter into
an assistance agreement with the City for a Water Resources
Loan in an amount not to exceed $ 897,868. Mr. Butts moved
to approve the resolution; Mr. Bradbury seconded and motion
Carried.

RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A

WATER RESOURCES LOAN (FUND B2) OF $841,260, TO THE

CITY OF PINEVILLE, FOR REPAIR OF WATER LINES

Mr. Oldham presented a review of the project and Mr. Bowling
gave the credit analysis. The project proposes to construct
water distribution line from the water treatment plant to
the Log Mountain water storage tank. The project will be
100% funded by the KIA Water Resources Loan. The annual
debt service will be 2.9% for 20 years. Mr. Wells moved to
approve the resolution; Secretary Nichols seconded and
motion Carried.
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RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A

WATER RESOURCES LOAN (FUND B2) OF $2,250,000, TO

THE CITY OF BARBOURV ILLE g FOR REPLACEMENT OF A

WATER TREATMENT PLANT

Mr. Oldham presented a review of the project and Mr. Bob
Pennington, KXA, gave the credit analysis. The City
proposes to construct a new water treatment plant.
Construction of this facility will allow the City to meet
both current and future needs of both existing and potential
customers. Conditions for the issuance of this loan are
noted in the 11/1/91 Board book. Mr. Butts moved to approve
the resolution; Mr. Bradbury seconded and motion Carried.

RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A

GOVERNMENTAL AGENCIES PROGRAM LOAN (FUND C) OF

$626,000, TO THE HENDRON WATER DISTRICT, FOR WATER

LINES AND STORAGE TANK

Mr. Pennington gave a review of the project. The proposed
project includes a new elevated water storage tank and new
water line. This project. will allow adequate water storage,
expansion to 75 new customers and upgrade the pressure to 30
additional customers. The annual debt service will be 8%

for 20 years. Loan conditions are listed in the 11/1/91
Board book. Commissioner Troutwine moved to approve the
resolution; Mr. Bradbury seconded and motion Carried.

RESOLUTION OF THE KIA AUTHORIZING ISSUANCE OF A

GOVERNMENTAL AGENCIES PROGRAM LOAN (FUND C) OF

$471g063~ TO THE BULLOCK PEN WATER DISTRICTS'OR
WATER IMPROVEMENTS

Mr. Pennington presented a review of the project. The
proposed project will supply treated water to areas that
currently rely on private water supplies; extend new water
lines and add approximately 260 new customers. The annual
debt service will be 8% for 20 years. Loan conditions are
listed in the 11/1/91 Board book. Mr. Wells moved to
approve the resolution; Secretary Nichols seconded and
motion Carried.

A status report was included in the KIA Board book regarding
KIA Funds A, B, Bl, B2, C and DE Fund A: Total Funds
Committed: $ 69g042g419 Balance Available: $33,232,590.
Fund B: Total Funds Committed: $ 27,410,831, Balance
Available: $ 6,589,169. Fund Bl: Total Funds Committed:
$ 5,622,000, Balance Available: $ 378,000. Fund B2: Total
Funds Committed:, 18,639,047, Balance Available: $ 11,360,953.
Fund C: Total Funds Committed: $ 35,466,966, Total Project
Amount: $ 60,799,479. Fund D: Total Funds Committed:
$ 14,074,000, Balance Available: $ 7,926,000.
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RESOLUTION OF THE KIA ESTABLISHING THE FUND A,
FUND B AND FUND E "INDEX RATE" FOR THE PERIOD
OCTOBER 1, 1991, THROUGH DECEMBER 31~ 1991

Dr. Ramsey presented a review of the resolution. The Fund A
Index Rate will be 1.9 percent for the below median income
rate and 3.9 percent for the above median income rate. The
Fund B Index Rate will be 2.9 percent for the below median
income rate and 4.9 percent for the above median income
rate. The single rate offered for Fund E is 4.9 percent.
Mr. Bradbury moved to approve the resolution; Mr. Wells
seconded and motion Carried.

Under new business Ms. Eaton presented an update on the Salt
River Water District (SRWD). Negotiations for resolutions
are continuing. On November 26, 1991, a meeting will be
held in Frankfort with all concerned parties. SRWD is at
this time paying on an installment plan. Law suits are
still pending.

A KIA Board meeting will be held the first week of December.
Sixty-three Fund E solid waste applications will be
presented to the Board at that time.

With no further business, meeting adjourned.

Submitted by:

Marilyn Earn
Secretary/Treasurer
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December 6, 1991

Mr. Leon Huffman
Chairman, Mountain Water District
Post Office Box 3157
Pikeville, Kentucky 41501

KENTUCKY INFRASTRUCTURE AUTHORITY
WATER RESOURCES LOAN

CONDITIONAL LOAN COMMITMENT B291-07
MULTI-AREA WATER PROJECTS

Dear Mr. Huffman:

The Kentucky Infrastructure Authority ("KIA") commends your
efforts to promote economic development and improved public
service facilities in your community. Your loan application to
the KIA for the development of twenty-one subprojects which
consist of the construction of 66.6 miles of water lines with 12
pump stations and 11 water storage tanks well distributed over
Pike County was approved by the Authority November 1, 1991. The
total cost of the project shall not exceed $5,165,093 of which
the KIA loan shall provide up to $5,165,093. Attachment A
incorporated herein by reference fully describes the project.
A loan agreement will be executed between the Authority and the
Mountain Water District upon satisfactory performance of the
conditions set forth in this letter. A period of eleven (11)
months from the date of this letter, November 6, 1992, will be
allowed for you to meet the conditions and enter the loan
agreement. A one time extension may be granted with acceptable
justification. Funds will be available for disbursement only
after execution of the loan agreement.

The loan agreement and this commitment shall be subject, but not
limited to the following terms:

The KIA project loan shall not exceed $5,165,093.

2. The loan shall bear interest at the rate of 2 '% per
annum commencing with the first draw of funds.

3. The loan shall be repaid over a period of 30 years from
the date this loan is closed.

An Equal Opportunity Employer MIF/H
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4. Interest shall be payable on the amount of actual funds
received. The first payment shall be due on June 1 or
December 1 immediately succeeding the date of the
initial draw of funds, provided that if such June 1 or
December 1 shall be less than three months since the
date of the initial draw of funds, then the first
interest payment date shall be the June 1 or December 1
which is at least six months from the date of the
initial draw of funds'nterest payments will be due
each six months thereafter until the loan is repaid.

5. Full principal payments will commence on June 1 or
December 1 immediately succeeding the date of the last
draw of funds, provided that if such June 1 or December
1 shall be less than three months since the date of the
initial draw of funds, then the first principal payment
date shall be the June 1 or December 1 which is at
least six months from the date of the last draw of
funds'ull payments will be due each six months
thereafter until the loan is repaid.

6 ~ A loan servicing fee of two-tenths of one percent of
the annual outstanding loan balance shall be payable to
the Authority as a part of each interest payment.

7. Annual revenues equalling ten percent of the annual
debt service on this loan shall be set aside in a
repair and maintenance fund until such fund has a
balance equal to five percent of the original loan
amount.

8. Loan funds will be disbursed after execution of the
loan agreement as project cost is incurred.

9 ~ The final loan agreement must be approved by ordinance
or resolution, as applicable, of the city council or
appropriate governing board.

10. Prior to project closeout you shall provide a written
description of the economic development benefits
derived from the projects

The following is a list of the standard conditions to be
satisfied prior to execution of the loan agreement or
incorporated in the loan agreement. Items 1 through 5 must be
provided to the Department; of Local Government and Item 6 shall
be provided directly to the KIA.
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Upon completion of final design of the facilities in
the attached project description, favorable approval
shall be obtained of such design by all appropriate
parties as required by Kentucky statute or
administrative regulation. Proof of approval must be
sent to DLG ~

2. The Department for Local Government should be consulted
prior to preparation of bidding specifications for
guidance on federal or state requirements. One
important point in this regard, is that projects funded
by the Authority may or may not require payment of
state prevailing wage rates'egal counsel should be
sought on this issue.

3. Applicant must provide to DLG a bid certification from
their legal counsel stating that they have prepared
construction specifications in accordance with all
applicable state or federal wage rate laws, and that
the bidding procedures used are in compliance with
applicable federal and state law.

4. Upon receipt of construction bids a tabulation of such
bids and engineer's recommendations on compliance with
bid specifications and recommendation for award, shall
be . forwarded to DLG for final approval. DLG shall
provide in'formation to the Authority for sizing of the
loan.

All easements or purchases of land shall be completed
prior to commencement of construction and reported to
DLG.

6. Based on the final "as bid" project budget the
community must provide to the Authority satisfactory
proof based on then existing conditions that the
revenue project,ions in the attached descriptions arestill obtainable and that projections of operating
expenses have not materially changed.

The following is a list of the special conditions to be satisfied
prior to execution of the loan agreement or incorporated in the
loan agreement. Please provide the items to KIA for review and
approval and copy DLG ~

The project will be based on a 30 year repayment
stream.
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Please inform the Authority of any changes in your financing plan
as soon as possible. We will assist, you in a final evaluation of
the financing plan when construction bids are available. We wish
you every success for this project which will benefit both your
community and the Commonwealth as a wholes

Sincerely,

6~9~
R. Rams
ive Director
ky Infrastructure Authority

Attachment

JRR/LT/sj

c: Libby McManis, Department of Local Government
Roger Peterman, Peck, Shaffer R Williams
Ernie Chancy, Mountain Water District
Will Linder, Will Linder R Associates
Doug Griffin, Kenvirons

Please sign and return a copy of this letter indicating your
acceptance of this commitment and its terms.

Accepted Date



INFRASTRUCTURE REVOLVING LOAN FUND

Review Sheet

B
B—1
B-2 X

Contact: Will Linder & Associates

Project: Multi-Area Water Project

Applicant: Mountain Water District

Date: 10-13-91

Reviewer: Glenn D. Oldham

Phone: 606/986-8406

Funding:

Source

KIA Water Resources Loan Fund

~e
Loan

Amount

$ 5,165,093.00

Total Project Cost $ 5,165,093.00

County". Pike

Median Family Income Level: Above Below X
Kentucky: $ 23,412 Pike Co.: $ 20,003

Project Description:

Proposed activities include the installation of approximately 66 miles
of water line, construction of twelve booster pump stations and eleven
water storage facilities to serve 1,287 potential customers. These
cusComers are spread over twenty-one (21) areas of the county. This
project addresses concerns from citizens in the target areas who have
petitioned Pike Fiscal Court and the Mountain Water District for the
provision of a safe drinking water supply. These extensions are to be
served by the Mountain Water District which purchases a large percentage
of its water from the CiCy of Pikeville and also operates the Marrowbone
Creek treatment facility. The combined capacity of their water
supply(ies) is sufficient to serve the proposed extensions.

These activities will also allow for service to a proposed State Park at
Fishtrap Dam and will provide adequate service to existing industry in
Che area as well as possible expansion at the Pike County Airport.



Infrastructure Revolving Loan Fund
Review Sheet
(continued)

Unemployment Data:

Preliminary Labor Force estimates for August, 1991 reveal an
unemployment rate of 12.3-: for Pike County. This compares with a
statewide rate of 7.7: and a national rate of 6.5: for the same period.

Relationship to Capital Investment Plan:

A major goal identified in Pike County's Capital Investment Plan is to
expand and/or create the infrastructure necessary to enhance the quality
of life for area residents and to provide the basic framework to attract
job oriented commercial and indusCrial businesses. One significant step
towards achieving this goal is to continue with the orderly expansion of
the county water syst.em. As the county has already taken measures to
achieve this objective, the proposed line extensions have become the top
priority in the expenditure of capital funds. Project accomplishments
will include the provisions of a safe and adequate supply of potable
water for a larger number of residents, and allow for access by
potential industrial and commercial users.

Project Need:

The ground water sources typically used by project area residents are
being contaminated by various sources. Because of the areas'oil
types, adequate filtering and percolation does not occur in many cases.
Consequently, The use of inoperative septic tanks and drain fields
allows for contamination of Che ground water. This situation is
compounded by the extensive use of outhouses in many of the areas.

Local HealCh officials have indicated that there have been numerous
detrimental health effects realized as a result of the use of
contaminated waCer. These results have been recorded in Health
Department records and indicate an inordinate number of water bourne
diseases . Of tests performed by the Pike County Health Department,
approximately 60-:. revealed excessive levels of contamination.

Reasonable Costs:

Project costs are supported by engineering estimates provided by
Kenvirons, Inc. Project. engineering is reasonable at approximately 9%.
A contingency of 8% is budgeted. For the activities proposed, costs are
considered reasonable.



Inf ras true ture Revolving Loan Fund.
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(continued)

Overall Project Effectiveness:

Proj ect accomplishments will alleviate the health hazards associated
with the use of contaminated sources for 1,287 potential customers. In
addition, the provision of service in these areas will allow potential
commercial and industrial users to be served. with an adequate water
supply.

Priority Ranking: I

Reasons:

The project. proposal meets criteria for funding per established
regulations and guidelines, and will significantly enhance the quality
of life for residents in the areas to be served.



Reviewer: Lynn Travis
Date: October 18, 1991

KENTUCKY INFRASTRUCTURE AUTHORITY
WATER RESOURCES LOAN (FUND B2)

MOUNTAIN WATER DISTRICT, PIKE COUNTY
CREDXT ANALYSIS

I. PROJECT DESCRIPTION

A. This Multi-Area Project consists of twenty-one
subprojects well distributed over Pike County. While
the project anticipates 1,287 new customers, there is a
potential to serve 1,838 customers, an average of 27.6
customers per mile. The project will consist of 66.6
miles of water lines with 12 booster pump stations and
11 water storage tanks.

IX. PROJECT COST AND FUNDING

A ~

B.
C.
D.
E.
F ~

G.
H.I.

Acquisition
Construction
Engineering Design
Engineering Inspection
Legal Fees
Planning
Administration
Capitalized Interest
Contingencies

TOTAL

$ 40,000
4~154/630

285,000
120,000
20,000
5,000

45,000
80,000

41 c Ac%

$5,1~

FUNDING

This project will be 100% funded with KIA loan moi

343,974

34,397
388,701

IIX. LOAN SIZE AND DEBT SERVICE ESTIMATE
20 Years

A. Loan Amount $5,165,093
B. Annual Debt Service

(20 yrs/30 yrs 9 2.9%)
C. Administrative Fee

(.2% of loan amount) 10,330
D. Coverage for Maintenance

(10': of debt service )
TOTAL ANNUAL DEBT SERVICE
REQUIREMENT

30
$5 g svv g va

260,124

10,330

26,012
296,466

XV. CASH FLOW ANALYSIS AND NOTES

See Attachment 1
(Analysis is based on a KIA loan with a 30 year repayment)



V. GENERAL COMMENTS

The proposed project not only provides water to the
Pike County Regional Airport and a proposed "package
distribution center" serving the Big Sandy Region, but
also pxovides water lines with sufficient size to allow
for construction of a Kentucky State Park at Fishtrap
Dam Reservoir.

B. A Rate Study Feasibility Analysis has been prepared
which shows that the proposed pxoject is financially
feasible within the existing water user rates for the
Mountain Water Districts

C. Water for this project will be purchased from the City
of Pikeville which has a 6 MGD water treatment plant.
The Mountain Water District (MWD) has a Water Purchase
Agreement ending the year 2026 with the City of
Pikeville of up to 1.5 MGD. Currently the MWD is
purchasing .478 MGD ~ Additional lines to be
constructed in Dorton and Indian Creek will add .1'9 MGD

while the Multi-Area Project under consideration will
add ~ 115 MGD for a total projected usage of water from
the City of Pikeville of .783 MGD, if all of the water

.needs listed are actually acquired from the City.
Therefoxe, there is sufficient water capacity to serve
this new Multi-Area Water Project.

D. Twenty-three parcels will be acquired; 11 water tank
sites and 12 pump station sites'cquisition shall
commence upon funding approval.

E. The Public Service Commission shall review the
application for an order approving construction,
financing,'nd Certificate of Public Convenience and
Necessity.

F. The average monthly residential water. bill, based on
5,300 gallons, is currently $23.73 and is not expected
to increase due to this project.

G ~ Date of last rate increase: December 13, 1990.

H. Tap-on-fees will be reduced to $ 125 as opposed to $ 425
for households signing a user agreement prior to
construction. This will act as an inducement to
encourage quick sign-up.

Water line construction will be done through the award
of five contracts'ater tanks and pump stations shall
be bid as one contract.



Estimated number of existing residential/commercial
customers is 5,115. The Water District is expecting an
additional 548 new customers as a result of a project
in the Indian Creek area. This project will allow the
City to service an added 1,287 customers with the
potential to serve 1,838, for a total expected customer
base of 6,950.

Governmental Agency:
Name: Mountain Water District
Address: P.O, Box 3157

Pikeville, Kentucky 41501
Contact: Leon Huffman, Chairman

Ernie Chancy, Manager
Will Linder, Consultant
(606) 631-9162 or (606) 986-8406Telephone:

Construction is anticipated to begin June 1992 with
construction lasting one year, June 1993.

Engineers:
Name:
Address:

Contact:
Telephone:

Kenvirons
P.O. Drawer V
452 Versailles Rd.
Frankfort, Kentucky 40601
Doug Griffin
(502) 695-4357

See Attachment 2

Debtor's Obligations:
As of June 30, 1990

Outstandinq'70,000

488,195
1 ~ 488 I 895

493,691
689,135

ed) 1 I 500 I 000
600,000

Bonds Payable
EDA Bond Payable at 4.75% interest
FmHA Bond Payable (Grapevine) 5%
FmHA Bond Payable (Raccoon) 5%
FmHA Bond Payable (Shelby Valley) 5
FmHA Bond Payable (Pond Creek) 5%
FmHA Bond Payable (Dorton; not clos
FmHA Bond Payable (Indian Creek;

not closed)
Note Payable (3) to J.I. Case Credit

7.0%-8.0% interest
Note Payable (1) Ford Motor Credit

8.1% interest
Note Payable (1) Pike County Fiscal Court
non-interest bearing, no maturity date

Note Payable-Demand (1) Pikeville National.
Bank at 11.75% interest

Note Payable (1) Xerox Corporation, payments
are $ 88.21 for 36 months

45,348

54,202

30,000

10,000

175

Federal/State funds awarded to the jurisdiction for
infrastructure during the last five years:



Attachment
MOUNTAZiV WATER DISTRICT

CASE FLOW ANALYSIS

PRO-FORMA

1989 1990 1991 1992 1993

BEVENDE:

CURRENT

Unmetered water revenue

Metered sales - Residential
Metered sales - Commercial

Metered sales - Public Authorities
Metered sales - Multi Family

Fire protection fees
Other water revenue

Interest income

Nan utility income

$2 $1,468

$60,338

$94,487

$2,245

$127,538

$ 17,S47

$18i681

584,331

$115,435

$2,082

$92,492

$23,33S

$15,066

$883,608 $1,119,954
$136,207 $173,583

$ 1,468 51,468 $1,468

$1i 119i 954

$173,583

$84,331
$ 115,435

$84,331 $84,331
$115,435 $115,435

$2,082

$92,492

$23,338

$15,066

$2,082

$92,492

$23,338
$15,066

$2,082

$92,492

$23,33S

$15i 066

$1,119,954 $1,119,954

5173,583 $ 173,583

Total $1 340'53 $1i627i749 $ 1i627i 749 51i 627 749 $ 1i627i749

PROJECTIONS

Annuallred rate increase
Dortan project
"ditianal grawth custamezs

ipased project revenue due to
the Indian Creek Water Project

Water sales due to additional

$0

$0

$0

$0

$0

$0

$0

50

$54,252

$75,936

$44,707

$0

554,252 $54,252

$ 113i904 $113i 904

$44,707 $44,707

$39iOI2 $ 156i048

use by Mountain Too Baking

Pzopased Multi Project revenue
$0

$0
$0

$0

$0

$0

548, 180 $48, 18d

$ 183,243

Total $0 $0 5174i895 $ 300i055 $600i 334

TOTAL PROJECTED REVENUES 51,340,953 $1,627,749 $ Z Sdzi 644 5li 927i 804 $2/ 228I 083

EXPENSES

Cuzzent operating expense

(excludes depreciation)
Current debt service on

$1i130i114 $1i369i067 $ Ii 369i 067 $ 1 369i 067 $ 1 369'671

bands payable

Current debt service an

$240,000 $240,000 $240,000+ $240iodo $240iooo

noces payable

Estimated debt service an KIA loan

$ 35 i533 $35,533 $42,486 $43, 013 $9, 157

. approved in Nov. 1990-Mt.Top Bakery

Estimated debt service on KIA loan

approved in July 1991-Zndian Creek

Estimated debt service on FmHA loan-

$0

$0

$0

$0

$ 0 $15,910 $15,910

5o $4,500~ $z5,648

Indian Creek $0 $0 $0 $0 $35,704
Escimated additional operacion and

maintenance expense - Indian Creek

timatad debt service an FmEA loan-
aortan project

Estimated additional O&M on

the Dorton project

$0

$0

$0

$0

$d

$10,932 $72,884

$26,675 $106,700

$15,960 553, 200
lW

$72i 884

$106,700

$53,200



.j.mated debt service on proposed

project. - Multi project
Estimated additional OSM on the

50 $ 0 50 $ 0 5148,233

proposed project - Multi project
Additional growth customez expense

$0

$0

$0

$ 0

$0 $0 $85,585
$20~ 881 $20~ 881 $20'81

TOTAL PRCLTECTEO CASH EXPENSE $1~405~647 $ 1~644~600 SI 726~001 $ 1~ 926g 155 $ 2 182~ 969

amma+ aaaaaaamaamaeaaeaae~aamaaae~aaaaaaaa~aeaea ammaaaeaaaaaaa e %R 4

TOTAL NET INCOME CASH ($64,694) ($16,851) $76,643 $1,649 $45,114

NOTES

Most of the following estimates were pzovided by the engineer.
1. For conservative purposes, revenues from existing customers are being held constant although an increase is likely.
2. Existing rates are 3.6% over rates during 1990. The increase in revenues is $1,496,854 x 0.036 ~ $54,252.
3. The Dorton project (which is currently under construction) will generate 400 new customers. Revenues from those

customers are 400 x $23.73/mo. x 12 $113,904. Only S months of revenue will be realized in FY91.
4. The average number of customers during 1990 was 4,943. As of FY91 the customez count was 5400. Additional

customers equal 457. Assuming 300 are current users of the Dorton project and 157 are on existing lines, additional
revenues ~ 157 x $23.73 x 12 ~ $44,707.

5. 548 new customers x 12 x $23.73/mo. $156,048. 25% of the revenues will be generated in FY92 with 1004 in FY93.
6. 1287 customers x $23.73/mo. x 12 ~ $388,486. Only 508 of this revenue will be realized in FY93 with 1005 in FY94.
7. Expenses are held constant with additional expenditures shown on a separate line.
8. Outstanding bond debt is with the Farmers Home Administration. The water district pays the FmHA approximately 520,000/mo.

Any additional debt with the FmHA is recorded on a seperate line.
The interest due in FY92 is $4,500 with a full debt service payment due in FY93.

10. $133/yr. x 54S new customers ~ $72,884. Only 15'3 of this additional expense will be incurred FY91.
11. $1,500,000 x 0.05929 x 1.2 ~ $106,700; Interest due for FY91 is $26,675.
12. 400 customers x $ 133/yr. ~ $53,200; We are assuming 30% of this expenditure will be realised in FY91.
13. Only 50% of the debt service and OSM expense will be accounted for in FY93. KIA loan is based on a 30-year repayment.
14. 157 customers x $133/yz. ~ $20,881.



Attachment 2

DRINKING WATER LOAN FUND

Capital Investment Plan

(continued)

qII. Federal/State Funding History

List all federal and state funds (grant and loan) awarded to the
jurisdiction during the last five (5) years, for infrastructure or
economic development projects.

Year Project

Mountain Top Baking

Source Amount

120,000

Dorton Water Extension FmHA
CDBG

Big Creek Water Ext.

Blackberry Water 'Zxt.

Grapevine Water Ext. CDBG
FmHA
ARC
KEC
AML
ADD

Raccoon Creek Water Ext. FmE'A

Poor Bottom Water Ext. AML

Chloe Creek Water Ext. AML

1,501',265
744,005

1 I 000 I 000

175,000.

1,200,000

5,200,000

2,000,000

750,000
'00,000
500,000
200,000

1 f 300 f 000
75,000

Douglas Apt. Phase -I

Douglas Apt. Phase II
Pond Creek Water Project FmHA

ARC
CDBG
ADF

945,000

850,000

713,000
500,000
650,000
40,000

19,263,000

Signature
~

~

hief Executive Officer

Paul Patton, Countv Judcre Executive
Name (typed)

August 2, 1991

Date





TRANSCRIPT OF PROCEEDINGS

MOUNTAIN WATER DISTRICT WATERWORKS REVENUE BONDS, SERIES 2008

DATED APRIL 30, 2009

IN THE PRINCIPAL AMOUNT OF $650,000



TRANSCRIPT OF PROCEEDINGS INDEX

MOUNTAIN WATER DISTRICT WATERWORKS REVENUE BONDS, SERIES 2008,

DATED APRIL 30, 2009,
IN THE PRINCIPAL AMOUNT OF $650,000

PRE-FINANCING PROCEEDINGS

A. Creation of Mountain Water District

Opinion on Due Incorporation and Continued Existence of District.

B. Emplovment Ameements

2. Attorneys'mployment requirements:

(a) Legal Services Agreement of Bond Counsel.

C. Rural Development Conditions and Interim Financine

3. RD Letter of Conditions.

4. Letter of Kentucky Rural Water Finance Corporation, Bowling Green, Kentucky, as to
Commitment for Interim Financing.

D. Construction Documentation

5. Final Engineering Report.

6. Construction Bids and Awards:

(a) Affidavit of Publication of Advertisement.

(b) Opinion of Counsel Relative to Advertising for Construction Bids, Award of
Contracts and Execution Thereof.



E. Public Service Commission Documentation

7. Public Service Commission:

(a) Application for Approval.

(b) Order granting Certificate of Public Convenience and Necessity.

PROCEEDINGS AUTHORIZING BONDS

8. Minutes of Meetings of the Board of Commissioners of the Mountain Water District, held

on February 27, 2008 and March 26, 2008 authorizing the Bonds.

9. Bond Resolution.

10. PSC Approved Rules and Regulations.

11. Amended Water Rate Resolution.

12. Notice of Bond Sale.

13. Official Notice of Sale of Bonds.

14. Bid Form.

15. Affidavits of Publication ofNotice of Bond Sale and Notice of Proposed Rate Change.

16. Bid ofRD.

17. Resolution accepting successful bid of the RD for the purchase of the Bonds.

18. Letter of State Local Debt Officer of Kentucky as to compliance with KRS 66.045.

19. Operation and Maintenance Plan.

PRE-CLOSING PROCEEDINGS

A. District Certifications

20. Certificate as to Official Seal, Incumbency and Signature Identification.

21. Certificate of No Litigation and of Outstanding Bond Issues.



B. Engineer Certifications

22. Certificate of Engineers (For Purpose of Pre-Closing).

C. Rural Development Certifications and Forms

23. Certificate of Bondowner as to Issuance of the Mountain Water District Waterworks
Revenue Bonds, Series 2008 Ranking on a Parity with Other Bonds of the District.

24. Certificate of RD as to Insurance and Bonding.

25. RD Forms as follows:

(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)
(i)

400-1,
400-3,
400-4,
400-8,
1927-9,
442-7,
442-21,
442-22,
1910-11,

(j)
(k)
(I)

1940-1,
1780-27,
AD-1047,

(m) AD-1049,

Equal Opportunity Agreement.
Notice to Contractors and Applicant.
Assurance Agreement.

Compliance Review.
Preliminary Title Opinion.

Operating Budget.
Right of Way Certificate.
Opinion of Counsel Relative to Rights of Way.
Applicant Certification Federal Collection Policies for Consumer or
Commercial Debts.
Request for Obligation of Funds.
Loan Resolution.
Certification Regarding Debarment, Suspension and other

Responsibility Matters - Primary Covered Transaction.
Certification Regarding Drug-Free Workplace Requirements.

C. Interim Financing

26. Loan Agreement by and between the Kentucky Rural Water Finance Corporation and

District.

27. Resolution of District Approving Loan Agreement.

28. Bond Anticipation Note Specimen.

29. Opinion of Local Counsel.

30. Opinion of Bond Counsel.

31. Letter of RD as to Commitment to Purchase Bonds.



D. Pre-Closine Documentation

32. Title Opinion (For Purposes of Pre-Closing).

33. Memo as to Pre-Closing.

34. List of Signatures of Persons Attending Pre-Closing.

CLOSING

A. District Certifications

35. Certificate as to Official Seal, Incumbency and Signature Identification.

36. Certificate of Execution, No Litigation and Outstanding Bond Issues.

37. Arbitrage Certificate.

38. Certificate of Receipt of Bond Proceeds and Bond Delivery.

B. Engineer Certifications

39. Certificate of Engineers.

C. Miscellaneous Documentation

40. Letters ofAttorneys, Engineers and Contractors as to payments being made to date according
to contracts and amounts stipulated.

41. Floodplain Resolution.

42. Letter of Morgan Keegan, Louisville, Kentucky as to amount owed at time of closing.

D. Opinions

43. Final Title Opinion.

44. Legal Opinion of Bond Counsel.



E. Closine Documentation and Bond Specimen

45. Bond Specimen and Certificate as to printing ofBond in accordance with RD requirements.

46. Rural Development Maturity Schedule.

47. Compliance with and Signing of RD closing instructions.

48. Memo as to Closing.

49. Internal Revenue Service Form 8038-G.

50. List of Signatures of Persons Attending Closing.



CLOSING - APRIL 30, 2009

Re: Mountain Water District Watervorks Revenue Bonds, Series 2008, in the principal
amount of $650,000 (Water Treatment Plant Project).

SIGNATURE FIRIVI/COViIP ANY

RUBIN k HAYS
Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202



$650,000

(a) Final maturity date

22

Sa,iklo
Eg/gys

29
30

12,000
638,000

Toni Akers, Chairperson
Type or print name and tide

Cab No. 637735 Form 8038-G (Rev. 11-2000)

8038 6 information Return for Tax-Exempt Governmental Obligations
> Under Internal Revenue Code section 149(e) OMB No. 1545-0720

(Rev, November 2000) > See separate Instructions.
Caution: if the issue price is under $700,000, use Eorm 8038-GC.I~~ Reportinq Authority If Amended Return, check here W

1 Issuer's name 2 Issuer's employer identification number
Mountain Water District 61 '098805

3 Number and street (or P.O. box if mail is not delivered to street address) Room/suite 4 Report number
P.O. Box 3157 3 09-01

5 City, town, or post office, state, and ZIP code 6 Date of issue
Pikeville, Kentucky 41502 April 30, 2009

7 Name of issue 8 CUSIP number
Mountain Water District Waterworks Revenue Bonds, Series 2009 None

9 Name and title of officer or legal representative whom the IRS may call for more information 10 TelephonenumberofoNicerorlegal representative

W. Randall Jones, Bond Counsel ( 502 ) 569-7534

I~all Type of Issue (check applicable box(es) and enter the issue price) See instructions and attach schedule

11 CI Education...,...............,.. 11
12 Health and hospital......,..........,. 12
13 CI Transportation..................... 13
14 Public safety..............,.......,14
15 CI Environment (including sewage bonds) .
16 CI Housing....,................., 16
17 4 Utilities...................... 17

18 C) Other. Describe > 18
19 lf obligations are TANs or RANs, check bos > If obligations are BANs, check bos

i~alla Description of Obligations. Complete for the entire issue for which this form is beinq filed.

(c) Stated redemption (d) Weighted
price at maturity average maturity

21 January 1, 2047 $ 650,000 $ 650 000 24 85 years 450 %
laaeLIL Uses of Proceeds of Bond Issue (includinq underwriters'iscount)

22 Proceeds used for accrued interest .
23 Issue price of e'ntire issue (enter amount from line 21, column (b)), 650,000

24 Proceeds used for bond issuance costs (including underwriters'iscount) . 24

25 Proceeds used for credit enhancement .
26 Proceeds allocated to reasonably required reseive or replacement fund

27 Proceeds used to currently refund prior issues

28 Proceeds used to advance refund prior issues
29 Total (add lines 24 through 28) .
30 Nonrefundinq proceeds of the issue (subtract line 29 from line 23 and enter amount here),I~II Description of Refunded Bonds (Complete this part only for refunding bonds.)

31 Enter the remaining weighted average maturity of the bonds to be currently refunded years

32 Enter the remaining weighted average maturity of the bonds to be advance refunded years

33 Enter the last date on which the refunded bonds will be called .
34 Enter the date(s) the refunded bonds were issued W

l~fIl Miscellaneous

35 Enter the amount of the state volume cap allocated to the issue under section 141(b)(5)

36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract (see instructions)

b Enter the final matudity date of the guaranteed investment contract W

37 Pooled financings: a Proceeds of this issue that are to be used to make loans t0 other governmental un)ts

b If this issue is a loan made from the proceeds of another tax-exempt issue, check box > CI and enter the name of the

issuer W and the date of the issue >
38 If the issuer has designated the issue under section 265(b)(3)(8)(i)(ill) (small issuer exception), check box ...i Ix7I

39 If the issuer has elected to paya penalty in lieu of arbitrage rebate, check box......... p CI
40 If the issuer has Identified a hedqe, check box ...................w CI

Under penalties of perjury, I declare that I have examined this return affd accompanying schedules affd statements, and Io the best oi my knowledge
and belief, they are true, correct, afid complete.

Sign
/PLY

Signature of issuer's authorized representative Date

For Paperwork Reduction Act Notice, see page 2 of the Instructions.



MEMO AS TO CLOSING

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the amount
of $650,000.

1. The closing took place on April 29, 2009, at 12:00Noon E.D.T.,at the District's office
in Pikeville, Kentucky, and each person present signed the List of Signatures.

2. Bond Counsel and the Rural Development (the "RD") District Director satisfied
themselves that all of the requirements of the RD Letter of Conditions had previously been met or
were being met at the time of the closing.

3. The letter ofclosing instructions of the Regional Attorney was checked, signed on page 3

by Local Counsel, Bond Counsel and the RD representative, and placed in the Transcript.

4. All matters relating to the necessary easements and Deeds had been resolved, and all

such easements and Deeds had been obtained.

5. All necessary approvals of State agencies had been obtained and had been placed in the

Transcript.

6. A letter had been obtained Rom the Engineers to the effect that no railroad easements

or stream crossings were necessary in the construction ofthe project and such letter had been placed
in the Transcript.

7. County road easements and all other necessary Highway Easements and Permits had been

obtained, and evidence thereof was placed in the Transcript.

8. An Operating and Management Plan had been approved by the RD and executed by the

District officials, and a copy had been obtained and placed in the Transcript.

9. The RD District Director executed a Certificate, verifying the number of existing
waterworks users, the number of new users, and the deposit of connection fees paid by such new

users, into certain funds of the District, and the Certificate had been placed in the Transcript.

10. Signed copies of certain RD Forms, as follows, were obtained and placed in the

Transcript:



(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)
(i)
(j)
(k)

400-1,
400-3,
400-4,
400-8,
1927-9,
442-3,
442-7,
442-21,
442-22,
1940-1,
1780-27,

Equal Opportunity Agreement.
Notice to Contractors and Applicants.
Assurance Agreement.
Compliance Review.
Preliminary Title Opinion as to each site.
Balance Sheet

Operating Budget.
Right-of-Way Certificate.
Opinion of Counsel Relative to Rights-of-%ay.
Request for Obligation of Funds.

Loan Resolution.

To the extent that any of such RD Forms had been brought up to date, copies were obtained
and placed in the Transcript.

11. The color-coded map had been signed by the Chairman, the Engineer and Local
Counsel, and a copy of the relevant portion had been obtained and placed in the Transcript.

12. The fidelity bond of the Treasurer had been obtained as required by the RD Letter of
Conditions and by the Bond Resolution, a copyhad been examined, and evidence thereof was placed
in the Transcript.

13. All necessary renewal insurance on the Project, including real property insurance on

above-ground structures, liability and Worker's Compensation had been obtained, and such policies
were examined, and evidence thereof was placed in the Transcript.

14. Bond Counsel's list of closing requirements, the Transcript Index, was checked, and it
was found that all such requirements had been or were being complied with.

15. The Bond had been dated April 30, 2009, on the front, in the panel and opposite the

registration form, and was signed by the Chairman of the District and by the Secretary, who affixed
the District Seal to the Bond and also signed the registration form, after which the Legal Opinion on

the Bond was signed by Bond Counsel.

16. The Bond was delivered to the RD in exchange for payment.

17. A statement was obtained Rom the Engineers showing the final total cost of the project,
the funds available fiom the proceeds of the Bonds, the amount expended to date, the amounts due

and owing to the Engineers, Attorneys, Contractors and others, as of the closing date, and other
information necessary to show the adequacy of the available funds to pay all of the necessary costs
of the Project, and said statement was placed in the Transcript.



19. The following closing papers, prepared by Bond Counsel and dated April 30, 2009, were
properly executed and placed in the Transcript:

(a)
(b)
(c)
(d)
(e)
(f)
(g)

(h)
(i)
(j)
(1c)

Certificate as to Official Seal, Incumbency and Signature Identification.
Certificate ofExecution, No Litigation and Outstanding Bond Issues.
Arbitrage Certificate.
Certificate ofReceipt of Bond Proceeds and Bond Delivery.
Certificate of Engineers.
Certificate ofRD as to Insurance and Bonding.
Letters of Contractors, Engineers, Local Counsel and Bond Counsel as to

payments being made to date according to Contracts and amounts stipulated.

Final Title Opinion.

Legal Opinion ofBond Counsel.

Letter of RD Regional Attorney, signed by all parties.

Signature Sheet.

20. The closing was considered completed.



United States
Department of
Agriculture

Office of the
General
Counsel

- USDA

Kenneth Slone
State Director
Rural Development
Lexington, Kentucky

1718 Peachtree Road, Suite 576
Atlanta, Georgia 30309
Telephone: 404 347-1060
Facsimile. 404 347-1065

March 11, 2008

SUBJECT: Mountain Water District
RUS Loan — $ 650, 000.00

These closing instructions are issued in response to
your transmittal memorandum of February 14, 2008.

The purpose of this project is to increase the capacity
of the existing Russell Fork Water Treatment Plant from
2 MGD to 3 MGD by adding a third Actiflo treatment unit,
an additional high service pump, and a grit removal
system to the existing facility. All construction will
be on the existing site as owned by the District. No
easements are involved.

The submitted docket contains a certification from the
Mountain Water District's (hereinafter District)
attorney stating that. the District was created pursuant
to Kentucky statutory law. The District has been
properly formed and maintained continued existence. As
reflected in the proposed Bond Transcript of Proceedings
Index, a copy of the order creating the District. will be
included in the Bond Transcript.

The loan indebtedness is to be evidenced by "Mountain
Water District. Waterworks Revenue Bonds, Series 2007, in
the amount of $ 650,000 (2007 Water Improvements
Project)" which are secured by and payable from a third
pledge of the gross revenues of the System, and that a
sufficient portion of said gross revenues has been
ordered by the Commission to be set aside at least
semiannually and pledged to the payment of the interest
on and principal of the Prior Third Lien Bonds and
Current Bonds as the same become due.

The District has retained local counsel Daniel Stratton
of Pikeville, Kentucky, and bond counsel W, Randall
Jones of Rubin and Hays in Louisville, Kentucky, to
provide all legal assistance in the issuance of the
above referenced bonds. Unless agreed to the contrary
by said legal counsel, the responsibility for



Mountain Water District
March 11, 2008
Page 2

preparation of the bond transcript will be that of bond counsel
and all other documentation and requirements of these
instructions will be that of local counsel.

The submitted proposed bond ordinance, as prepared by bond
counsel, is of standard form and reflects the conditions set out
above. The terms and amounts within the bond ordinance are to be
administratively approved. Upon such approval, bond counsel may
proceed with adoption of the ordinance as he deems appropriate.

The bond transcript is to be prepared in accordance with the
requirements of RD Instructions 1780, and in conjunction
therewith, contain the applicable items of the suggested index as
prepared by bond counsel. Bond Counsel is responsible for
complying with Revised Article 9 and ensuring that the government
has proper security in the Bonds. All requirements of Revised
Article 9 of the Uniform Commercial Code must be satisfied.

The following points are noted:

A. The interest rate of 4.5-: is in accordance with 7
U.S.C. 55 1927 and 1927a, as amended.

B. The loan is to be issued in accordance with RD

Instructions 51780.

C. The submitted Loan Resolution, Form RUS Bulletin
1780-27, dated November 28, 2007, and providing for a
$ 650,000.00 loam, has been properly prepared and
executed.

D. The submitted Equal Opportunity Agreement, Form
RD 400-1, is undated and, therefore, has not been
properly completed. The Assurance Agreement, Form RD

400-4, is dated November 28,2007, and has been properly
prepared and executed.

E. Pending the issuance of the incumbency
certificate at closing, the docket is to contain a
certified list of the commissioners of the District
showing their respective offices and terms.

F. The docket and transcript are to contain copies
of the certificate of convenience and necessity from



Mountain Water District
March 11, 2008
Page 3

the Public Service Commission in accordance with the
provisions of KRS 278.020.

G. The docket and transcript are to contain copies
of the resolution and, if applicable, amendments
thereto establishing the rates, rules and regulations
of the system which have been approved
administratively. Said rates are to be in accord with
statutory requirements of the Public Service Commission
as set out at KRS 278.030 and KRS 278.160 through KRS
278.190. The rates are to be published pursuant to KRS
424.270.

H. Property evidence has been presented in the form
of a Preliminary Title Opinion describing property
vested in the District.

1) Should any additional real property be
acquired, the docket is to contain title evidence
thereon.

2) The docket and bond transcript are to
contain a final title opinion inclusive of the
date of closing as. any property subsequently
obtained. As bonds are being issued, such opinion
is not to be prepared on Form RD 427-10, Final
Title Opinion, as it is inappropriate.

I. The submitted Right-of-Way Certificate, Form RD

442-21, and Opinion of Counsel Relative to Rights-of-
Way, Form RD 442-22, are to be discarded, and new forms
are to be executed as of the date of closing.

All forms and documents to be executed on behalf of the District
are to be signed by the chairman and attested by the secretary
with the District seal affixed thereto. Please have each officer
indicate his respective office under his signature.

All applicable requirements of RD Instructions 1780, the
requirements of the national office and any other conditions must
be complied with prior to or at the time of closing the loan.



Mountain Water District
March 11, 2008
Page

The certificate below must be executed by the USDA closingofficer and the attorney for the District after all requirements
herein have been met.

For final approval, there are to be submitted to this office,after having been reviewed by the state office, the following:

1. Certified copies of resolution and any amendments
as to rates, rules and regulations.

2. Preliminary and final title opinions, as
appropriate.

3. Right-of-Way Certificate and Opinion of Counsel
Relative to Rights-of-Way, Forms RD 442-21 and
442 —22.

4. Loan Resolution RUS Bulletin 1780-27 and Forms RD 400 —1
and 400-4

5. Bond transcript.

6. Certified closing instructions.

Sincerely yours,

ANDREA L. FOSTER
Regional Attorney

McKen

Enclosures

cc: W. Randall Jones, Esq.

JEMA/



Mountain Water District
March 11, 2008
Page 5

CERTIFICATE

We certify that all requirements of these instructions have been
met.

Date: April 30, 2009'ttorney for the District

Date. April 30, 2009
UsW

Date: April 30, 2009 /M-c8~
Bond Con+el



UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY

COUNTY OF PIKE
MOUNTAIN WATER DISTRICT

WATERWORKS REVENUE BONDS, SERIES 2008

No. R-1 Interest Rate: 4.50 % $650,000

KNOW ALL PERSONS BYTHESE PRESENTS:

That the Mountain Water District (the "District" ), acting by and through its Board of
Commissioners (the "Commission" ), a public body corporate in Pike County, Kentucky, for value
received, hereby promises to pay to

UNITED STATES OF AMERICA
acting by and through the

U.S. DEPARTMENT OF AGRICULTURE
771 Corporate Drive, Suite 200

Lexington Kentucky 40503-5477

i W ithe registeredio —:
- er h ireof, rj:~oui s re 'stered sss gns, s t =:,:horn tl tennd h ret'fter ide:.ntified,

J,m J,; 4 jthe sum of

SIX HI.JNDRED FIFTY THOUSAND DOLLARS ($650,000),

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

Year
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022

Principal

$7,000
7,000
7,000
8,000
8,000
8,000
9,000
9,000

10,000
10,000
11,000
11,000
11,000

Year
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

Principal

$12,000
13,000
13,000
14,000
14,000
15,000
16,000
16,000
17,000
18,000
19,000
20,000
20,000

Year
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047

Principal

$21,000
22,000
23,000
24,000
25,000
26,000
28,000
29,000
30,000
32,000
33,000
34,000



and in like manner, solely from said fund, to pay interest on the balance of said principal suin from
time to time remaining unpaid, at the Interest Rate specified above, semiannually on the first days
of January and July in each year, beginning with the first January or July after the date of this Bond,
until said sum is paid, except as the provisions hereinafter set forth with respect to prepayment may
be and become applicable hereto, both principal and interest being payable, without deduction for
exchange or collection charges, in lawful money of the United States of America, at the address of
the registered owner shown on the registration book of the District.

This Bond is issued by the District under and in full compliance with the Constitution and

Statutes of the Commonwealth ofKentucky, including Chapters 58 and 74 of the Kentucky Revised
Statutes (collectively the "Act"), and pursuant to a duly adopted Bond Resolution of the District
authorizing same (the "Current Bond Resolution" ), to which Current Bond Resolution reference is

hereby made for a description of the nature and extent ofthe security thereby created, the rights and

limitations of rights of the registered owner of this Bond, and the rights, obligations and duties of
the District, for the purpose of financing the cost (not otherwise provided) of the construction of
extensions, additions and improvements to the existing waterworks system of the District (said

existing waterworks system, together with said extensions, additions and improvements, being

hereinafter referred to as the "System" ).

This Bond is issued on a parity as to security and source of payment with the outstanding:

(i) Mountain Water District Waterworks Revenue Bonds of 1993, dated June 7, 1994 (the "1993
Bonds" ), authorized b a Resolution adopted by the Commission of the District on March 18, 1993
(theu1993 B: est ug ")T+at Mo t~War''r Die ot caters=or sRer' Bonds, Series

1995, dated pu:: st 13 1 95::trd "I 5 Bonds ':, autI-,d by tr 'olutio -- dopted by the

Commission os e Distnct on-tu y'19, 19 the "-995-Boa %esolu: =ieIi '); (Hi) Mountain Water

District Waterworks Revenue Bonds, Series 1997, dated October 2, 1997 (the "1997 Bonds" ),
authorized by a Resolution adopted by the Commission of the District on September 24, 1997 (the
"1997Bond Resolution" ); (iv) Mountain Water District Waterworks and Sewer Refunding Revenue

Bonds, Series 1998,dated January 12, 1999(the "1998Bonds" ), authorized by a Resolution adopted

by the Commission ofthe District on October 28, 1998 (the "1998Bond Resolution" ); (v) Mountain

Water District Waterworks Revenue Bonds, Series 2001, dated July 26, 2002 (the "2001 Bonds" ),
authorized by a Resolution adopted by the Commission of the District on October 31, 2001 (the
"2001 Bond Resolution" ); (vi) Mountain Water District Waterworks Revenue Bonds, Series 2004,
dated May 20, 2004 (the "2004Bonds" ), authorized by a Resolution adopted by the Commission of
the District on April 28, 2004 (the "2004 Bond Resolution" ); and (vii) Mountain Water District
Waterworks Revenue Bonds, Series 2005, dated June 22, 2007 (the "2005 Bonds" ), authorized by
a Resolution adopted by the Commission of the District on October 26, 2005 (the "2005 Bond
Resolution" ) [hereinafI:er the 1993 Bonds, the 1995 Bonds, the 1997 Bonds, the 1998 Bonds, the

2001 Bonds, the 2004 Bonds and the 2005 Bonds shall be collectively referred to as the "Prior Third

Lien Bonds", and the 1993Bond Resolution, the 1995Bond Resolution, the 1997Bond Resolution,
the 1998Bond Resolution, the 2001 Bond Resolution, the 2004 Bond Resolution and the 2005 Bond
Resolution shall be collectively referred to as the "Prior Third Lien Bond Resolution" ), but subject
to the vested rights and priorities in favor of the owners of the outstanding: (i) Mountain Water
District Waterworks Revenue Bonds of 1988, dated March 17, 1988 (the "1988Bonds") authorized

by a Resolution adopted by the Commission of the District on February 25, 1988 (the "1988Bond



Resolution" ); (ii) Mountain Water District Waterworks Revenue Bonds of 1989,Series B,dated June
20, 1990(the "1989Bonds" ), authorized by a Resolution adopted by the Commission of the District
on July 20, 1989 (the "1989Bond Resolution" ); (iii) Mountain Water District Waterworks Revenue
Bonds of 1990,dated February 11,1992 (the "1990Bonds" ), authorized by a Resolution adopted by
the Commission of the District on January 10, 1991 (the "1990Bond Resolution" ); (iv) Kentucky
In&astructure Authority Loans issued in February, 1992, June, 1994, June, 1998, January 2002 and

June 2002 (the "KIA Loans" ) [hereinafter the 1988 Bonds, 1989 Bonds, 1990 Bonds shall be
collectively referred to as the "Prior First Lien Bonds", and the 1988 Bond Resolution, the 1989
Bond Resolution and the 1990Bond Resolution shall be collectively referred to as the "Prior First
Lien Bond Resolution"]. Accordingly, this Bond, the Prior Third Lien Bonds, together with any
bonds ranking on a parity herewith, is payable &om and secured on a third lien basis by a pledge of
the gross revenues to be derived &om the operation of the System, after providing for the

requirements of the Prior First Lien Bonds and the KIA Loans.

This Bond has been issued in full compliance with the Current Bond Resolution and the Prior
Third Lien Bond Resolution; and this Bond, and any bonds ranking on a parity therewith that may
be issued and outstanding under the conditions and restrictions of the Current Bond Resolution and

the Prior Third Lien Bond Resolution, are and will continue to be payable &om revenues which shall

be set aside in a fund for that purpose and identified as the "Mountain Water District Waterworks

Sinking Fund of 1993",created in the Prior Third Lien Bond Resolution.

This Bond does not constitute an indebtedness of the District within the meaning of any
constitutional rr 'tatu~t>~. rov nor -: tttion:,,audr'i a iaso ~ento
System. Astro'- ediNZFreCuIren Bo = Re olutorn,th< -- --rctcoipn tst',

the Prior Bon nd/oi this BoFid, are ou standing, the~stem wili b~ont

e revenues of the

a I long as any of
ou)ly owned and

operated by the District as a revenue producing public undertaking within the meaning of the

aforesaid Act for the security and source ofpayment of the Prior Bonds and of this Bond, and that

the District will fix; and if necessary adjust; f'rom time to -time, such rates for the services and

facilities of the System and will collect and account for the revenues there&om sufficient to pay
promptly the principal of and interest on the Prior Bonds, this Bond and all other bonds ranking on

a parity therewith as may be outstanding &om time to time, to pay the cost of operation and

maintenance of the System and to provide for the depreciation thereof.

The District has reserved the right to issue additional bonds ranking on a parity as to security

and source of payment with this Bond in order to complete the Project, and to finance future

extensions, additions and improvements to the System, provided the necessary requirements of the

Current Bond Resolution have been complied with by the District.

This Bond shall be registered as to principal and interest in the name of the owner hereof,
after which it shall be transferable only upon presentation to the Secretary of the District as the Bond
Registrar, with a written transfer duly acknowledged by the registered owner or its duly authorized

attorney, which transfer shall be noted upon this Bond and upon the registration book of the District
kept for that purpose.



The District, at its option, shall have the right to prepay, on any interest payment date on and
after January 1,2017, in inverse chronological order of the installments due on this Bond, the entire
principal amount of this Bond then remaining unpaid, or such lesser portion thereof, in a multiple
of One Hundred Dollars ($100), as the District may determine, at a price in an amount equivalent
to the principal amount to be prepaid plus accrued interest to the date of prepayment, without any
prepayment premium. Notice of such prepayment shall be given by registered mail to the registered
owner of this Bond or its assignee, at least 30 days prior to the date fixed for prepayment. Notice
of such prepayment may be waived with the written consent of the registered owner of this Bond.

So long as the registered owner of this Bond is the United States ofAmerica, or any agency
thereof, the entire principal amount of this Bond, or installments in multiples of $100, may be

prepaid at any time in inverse chronological order of the installments due.

Upon default in the payment of any principal or interest payment on this Bond, or upon
failure by the District to comply with any other provision of this Bond or with anyprovision of the

Current Bond Resolution, the registered owner may, at its option, institute all rights and remedies

provided by law or by said Current Bond Resolution.

g g
bythe Consti i~or: tes:: f eC nwe Titho -e

IN WI~KSS -HHER55~aid obtain-Pater Di tric

ky,

t, b~'s- oare"of Commissioners,

has caused this Bond to be executed by its Chairperson, its corporate seal to be hereunto affixed, and

attested by its Secretary, on the date of this Bond, which is April 30, 2009.

It is hereby certified, recited and declared that all acts, conditions and things required to exist,

happen and be performed precedent to and in the issuance of this Bond, do exist, have happened and

have been performed in due time, form and manner as required by law, and that the face amount of
this Bond to etherwithallotherobli ationsoftheDistrict, doesnot exceed anylimit rescribed

MOUNTAIN WATER DISTRICT
Pike County, Kentucky

Attest:

By
Chairperson

Secretary

(Seal of District)



PROVISION FOR REGISTRATION

This Bond shall be registered on the registration book of the District kept for that purpose
by the Secretary, as Bond Registrar, upon presentation hereof to said Secretary, who shall make
notation of such registration in the registration blank, and this Bond may thereafter be transferred
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to be
made on said book and endorsed hereon.

Date of
Registration

April 30, 2009

Name of
Registered Owner

UNITED STATES OF AMERICA
acting by and through the

U.S. DEPARTMENT OF AGRICULTURE
771 Corporate Drive, Suite 200

Lexington, Kentucky 40503-5477

Signature
of Bond Registrar

IG NT
W

For vy et ecei -, this::= ond is erebv as: igned -I. pint rec alirse an< su::.;ect to all of its

terms and co dI Ions, nto,this day Uf

By:



ATTORNEYS AT LA W

Kentucky Home Trust Building, 950 South Third Street, Louisville, Kentucky 40202-1410
Telephone (502) 569-75 5 Telefav (502) 569-7555 www.rubinhays.corn

CHARLES S. I, IUSSON
W. RANDALL JONES
CHRISTIAN L. JUCKETT

April 30, 2009

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the

principal amount of $650,000 Water Treatment Plant Project)

We have acted as Bond Counsel in connection with the issuance by the Mountain Water

District of Pike County, Kentucky (the "District" ) of $650,000 of its Mountain Water District
Waterworks Revenue Bonds, Series 2008 (the "Current Bonds" ), dated as of the date of this Legal
Opinion, bearing interest at the interest rate specified in the Current Bonds, payable semiannually

on January 1 and July 1 of each year, with principal amounts falling due on January 1 in each of the

respective years, 2010 through 2047, inclusive.

Said Current Bonds are issued pursuant to Chapters 58 and 74 of the Kentucky Revised
Statutes and a Bond Resolution (the "Cinrent Bond Resolution" ) duly adopted by the Commission
of the District for the purpose of financing the cost of extensions, additions and improvements to the

existing waterworks system (the "System" ) of the District.

We have examined the transcript of proceedings of the District in connection with the

issuance of the Current Bonds and the executed single, fully registered bond, numbered R-l,
representing the total authorized principal amount of said Current Bonds, as issued and delivered,

and an executed counterpart of the Current Bond Resolution.

Based on such examination, we are of the opinion that the Current Bonds are valid and

legallybinding and enforceable upon the District according to the import thereof and rank on a parity
as to security and source ofpayment with the outstanding: (i) Mountain Water District Waterworks
Revenue Bonds of 1993,dated June 7, 1994 (the "1993Bonds" ) authorized by a Resolution adopted

by the District on March 18, 1993 (the "1993Bond Resolution" ); (ii) Mountain Water District
Waterworks Revenue Bonds, Series 1995,dated August 10, 1995 (the "1995Bonds") authorized by
a Resolution adopted by the District on July 19, 1995 (the "1995Bond Resolution" ); (iii) Mountain
Water District Waterworks Revenue Bonds, Series 1997,dated October 2, 1997(the "1997Bonds" ),
authorized by a Resolution adopted by the District on September 24, 1997 (the "1997 Bond
Resolution" ); (iv) Mountain Water District Waterworks and Sewer Refunding Revenue Bonds,
Series 1998, dated January 12, 1999(the "1998Bonds" ), authorized by a Resolution adopted by the
District on October 28, 1998 (the "1998 Bond Resolution" ); (v) Mountain Water District
Waterworks Revenue Bonds, Series 2001, dated July 26, 2002 (the "2001 Bonds" ), authorized by
a Resolution adopted by the District on October 31, 2001 (the "2001 Bond Resolution" ); (vi)



Mountain Water District Waterworks Revenue Bonds, Series 2004, dated May 20, 2004 (the "2004
Bonds" ), authorized by a Resolution adopted by the District on April 28, 2004 (the "2004 Bond
Resolution" ); and (vii) Mountain Water District Waterworks Revenue Bonds, Series 2005, dated

June 22, 2007 (the "2005 Bonds" ), authorized by a Resolution adopted by the District on October
26, 2005 (the "2005 Bond Resolution" ) [hereinafter the 1993 Bonds, the 1995 Bonds, the 1997
Bonds, the 1998 Bonds, the 2001 Bonds, the 2004 Bonds and the 2005 Bonds shall be collectively
referred to as the "Prior Third Lien Bonds" and the 1993 Bond Resolution, the 1995 Bond
Resolution, the 1997 Bond Resolution, the 1998 Bond Resolution, the 2001 Bond Resolution, the
2004 Bond Resolution and the 2005 Bond Resolution shall be collectively referred to as the "Prior

Third Lien Bond Resolution"]; but subject to the vested rights and priorities in favor of the owners

of the outstanding: (i) Mountain Water District Waterworks Revenue Bonds of 1988, dated March

17, 1988 (the "1988Bonds" ), authorized by a Resolution adopted by the District on February 25,
1988 (the "1988Bond Resolution" ); (ii) Mountain Water District Waterworks Revenue Bonds of
1989, Series B, dated June 20, 1990 (the "1989Bonds" ), authorized by a Resolution adopted by the

District on July 20, 1989 (the "1989Bond Resolution" ); (iii) Mountain Water District Waterworks

Revenue Bonds of 1990, dated February 11, 1992 (the "1990Bonds" ), authorized by a Resolution

adopted by the District on January 10, 1991 (the "1990Bond Resolution" ) [hereinafter the 1988
Bonds, the 1989Bonds and the 1990Bonds shall be collectively referred to as the "Prior First Lien
Bonds" and the 1988 Bond Resolution, the 1989 Bond Resolution and the 1990Bond Resolution
shall be collectively referred to as the "Prior First Lien Bond Resolution"]; and the outstanding

Kentucky Infrastructure Authority Loans issued in February, 1992,June, 1994,June, 1998,January,
2002 and June, 2002 (the "KIA Loans" ) and that the Current Bonds and the Prior Third Lien Bonds
are secured by and are payable Rom a third pledge of the gross revenues of the System, and that a
sufficient portion ofsaid gross revenues has been ordered by the Commission to be set aside at least

semiannually and pledged to the payment of the interest on and principal of the Prior Third Lien
Bonds and the Current Bonds as the same become due. We express no opinion concerning the

sufficiency of such revenues for that purpose.

The District has reserved the right to issue additional bonds ranking on a parity as to security
and source ofpayment with the Prior Third Lien Bonds and the Current Bonds, ifnecessary in order

to complete the aforesaid extensions, additions and improvements to the System. The District has

also reserved the right to issue additional parity bonds to finance future extensions, additions and/or

improvements to the System, provided the necessary showings as to the earnings coverage required

by the Prior Third Lien Bond Resolution and Current Bond Resolution are in existence and properly
certified.

Based on current rulings and official interpretations, and assuming that the District complies
with certain covenants contained in the Current Bond Resolution made with respect to compliance
with the provisions of the Internal Revenue Code of 1986, as amended (the "Code"), including a
covenant to comply with any and all requirements as to rebate (and reports with reference thereto)
to the United States of America as to certain investment earnings on the proceeds of the Current
Bonds, we are ofthe opinion that: (1)interest on the Current Bonds is excludable &om gross income
for federal income tax purposes; (2) the Current Bonds have been validly designated as "qualified
tax-exempt obligations" by the District pursuant to the provisions of Section 265(b)(3) of the Code;
(3) the Current Bonds are an issue of "state or local bonds" which are not "private activity bonds"



within the meaning of Section 103 of the Code; (4) interest on the Current Bonds is not included as
an item of tax preference in calculating the alternative minimum tax for individuals; (5) interest on
the Current Bonds may be taken into account in the computation of certain taxes that may be
imposed with respect to corporations, including, without limitation, the branch profits tax on foreign
corporations, the effect on certain Subchapter S Corporations with excess passive income, and other

tax consequences to certain insurance companies; (6) interest on the Current Bonds will be included

in adjusted current earnings when calculating the alternative minimum taxable income of
corporations; (7) an individual who owns any of the Current Bonds may be required to include in

gross income a portion ofhis or her social security or railroad retirement payments; (8) any taxpayer
(individuals or corporations) owning the Current Bonds mayhave collateral tax consequences ifthey
are deemed to have incurred or have continued to incur indebtedness to purchase or carry tax-exempt

obligations; (9) interest on the Current Bonds is exempt &om Kentucky income taxes; and (10) the

principal of the Current Bonds is exempt from ad valorem taxation by the Commonwealth of
Kentucky and all of its political subdivisions.

No opinion is expressed regarding other federal income tax consequences caused by the

receipt of interest on the Current Bonds.

It is to be understood that the rights ofthe holders ofthe Current Bonds and the enforceability

of the Current Bonds and the Current Bond Resolution may be subject to bankruptcy, insolvency,

reorganization, moratorium and other similar laws affecting creditors'ights heretofore or hereafter

adopted to the extent constitutionally applicable and that their enforcement may also be subject to

the exercise ofjudicial discretion in appropriate cases.

It is provided in the Consolidated Farm and Rural Development Act that ifthe Current Bonds
are sold out of the Agricultural Credit Insurance Fund or out of the Rural Development Insurance

Fund as an insured loan, the interest thereon paid to an insured owner shall be included in the taxable

income of such owner.



FINAL TITLE OPINION
AS TO WATERWORKS PROJECT

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000 (Water Treatment Plant Project).

We, Stratton, Hogg and Maddox, P.S.C.,Attorneys at Law, Pikeville, Kentucky, representing
the Mountain Water District ofPike County, Kentucky (the "District" ), certify:

1. That we have investigated and ascertained the location of the various sites of major
structures and installations, ifany, to be constructed in connection with certainproposed extensions,
additions and improvements (the "Project") to the existing waterworks system of the District (the
"System" ), together with all rights-of-way and easements necessary in connection with the
construction of the Project and in connection with the continued ownership and operation of the
System.

2. That we have examined the records of the ownership of said sites and we are of the
opinion that said District now owns fee simple title to all of said sites and that said title is iree and
clear of all liens and encumbrances which might adversely affect the right of the District to the use
of the same in operation of the System, subject to the encumbrances referred to in Paragraph 12
hereof.

3. That we have further examined the right-of-way instruments, permits and/or licenses
obtained &om landowners, public bodies and public utilities.

4. That we have taken cognizance of the fact that the District possesses the power of
eminent domain which would eiiable it to perfect title to any pertinent easements and/or rights-of:
way as to which its title might be defective, and that the cost of perfecting any such title is
considered to be negligible in view of the fact that in virtually every instance the easement or right-
of-way improves, rather than damages, the value of the property, by reason ofbringing the System
to such property; and accordingly, if and to any possible extent that the District does not have
adequate title to such easements and/or rights-of-way for the purpose desired, the District can, in our
opinion, obtain such easements and/or rights-of-way, either through negotiation or through the
exercise of the power of eminent domain, without exceeding the funds available.

5. That we have examined the instruments creating the aforesaid easements aud/or rights-
of-way and that it is our opinion that said instruments are valid as to form and substance for the
purpose intended, although we have not examined the title records as to each of such easements
and/or rights-of-way and express only a limited opinion as to the title thereto, based on such limited
examination as set out herein.

6. That based on and subject to the foregoing, we are of the opinion that the District now
owns the necessary permanent rights-of-way and easements for ingress to and egress Born the
aforesaid sites and the necessary permanent rights-of-way and/or easements for water lines to and
Rom said sites, connecting with the mains and lines extending throughout the System, and that the



(W
District has sufficient legal title and interest in said sites, rights-of-way and easements to permit the
construction ofthe necessary facilities thereon as hereto fore completed and/or as now contemplated
and to permit the operation and maintenance of such facilities thereon during the estimated life of
such facility or facilities by the District after the completion of construction.

7. That the District has acquired the necessary permits, franchises and authorizations or
other instruments by whatsoever name designated, fiom public utilities and public bodies,
commissions or agencies, authorizing the construction, operation and maintenance of the facilities
upon or across streets, roads, highways, railroads and public utilities, whenever and wherever the
same are affected.

8. That a right-of-way map, as furnished by the District, shows the location and distribution
of all land and rights-of-way acquired by the District and/or necessary to be acquired by the District
in connection with the Project. Attention is called to certified copies of all deeds for said rights-o f-
way and easements over adjacent properties, for the purpose of ingress to and egress f'rom said site
locations; also the necessary permits Rom the Department ofHighways of the Commonwealth of
Kentucky and Rom Pike County, Kentucky, insofar as the same affect the roads, streets, highways
and other properties belonging to them. These exhibits were furnished with a preliminary certificate
and opinion (RD Form 442-22) in connection with the financing of the Project.

9. That in that connection, we have conferred with O'rien k Gere, the Engineers
employed by the District in connection with the Proj ect, concerning the lines set out in said map and
concerning the sites necessary, according to said Engineers, for the construction of the project; that
we have satisfied myself that we are thoroughly familiar with the lines and sites required by said map
and by the Engineers for the construction of said Project, and that subject to possible exceptions as
to title, referred to in Paragraph 2 hereof, we are satisfied that the District has obtained deeds of
easements and/or rights-of-way and/or sites required by the District, as set out in said map, and
according to information furnished to us by the Engineers, as being necessary for the construction
of said Project. We have also discussed with the Engineers the need for being furnished prompt and
accurate information as to the legal descriptions ofany and all easements, rights-o f-way and/or sites,
as may be required in connection with any approved change-orders with reference to the Project
which may be issued during the course of construction.

10. That the estate and interest ofthe District in such sites, easements and rights-o f-way are
legal and valid, and that all deeds, conveyances and documents pertaining to or evidencing
ownership or other rights in any interests in land which will or may be utilized by or for the Project
or which may be required in connection therewith have been duly recorded as required by law in the
office of the Pike County Clerk in Pikeville, Kentucky.

11. That we have examined the various records of Pike County, and other pertinent
proceedings, documents and showings and have consulted with officials of the District concerning
the title of the District to its existing waterworks System; and that it is a matter of common



knowledge and in no way controverted by such records that the District is the owner of its existing
waterworks System.

12. That the title of the District to all of the sites, rights-of-way and/or easements referred
to herein and to the existing System is encumbered by a lien on and an exclusive pledge of the
revenues ofthe System, for the benefit of the owners ofthe outstanding bonds ofan authorized issue
of $650,000 of Mountain Water District Waterworks Revenue Bonds, Series 2008 (the "Current
Bonds" ), which lien and pledge were created or made by the District as security for the issuance of
said Current Bonds.

13. That there are no taxes or assessments now delinquent or becoming delinquent relative
to or affecting any sites, easements and/or rights-of-way pertaining to the System.

14. That the Project has been and is being constructed in a manner which is consistent with
the comprehensive area water plan, is in compliance with all applicable zoning laws, and is not
inconsistent with any development plans of the Commonwealth of Kentucky, Pike County, or any
multijurisdictional area in which the District is located.

15. That no controversy or litigation is pending, prayed or threatened, involving the creation,
organization, existence or boundaries of the District, or the title of any of its officers to their
respective positions, or the validity of the Current Bonds, as issued, or the power and authority of
the District to construct the Project, to own and operate the System as a revenue-producing
undertaking, and to provide and apply adequate revenues there&om for the full and prompt payment
of the principal of and interest on the Current Bonds and that none of the proceedings or authority
for the issuance of the Current Bonds has been repealed, revoked, rescinded, modified, changed or
alteredinanymanner, except: as set forth in Exhibit. A.

IN TESTIMONY WHEREOF, witness our signature this April 30, 2009.

Stratton, Hogg and Maddox, P.S.C.



EXHIBIT A

There is currently pending an issue concerning the residency of two board

members, being Toni Akers, the Chairperson, and Mike Litafik, the Vice

Chairman. KRS 74.020 requires that Commissioners be residents of the District.

The Public Service Commission for the Commonwealth of Kentucky has been

asked to determine if they can legally be Commissioners if they do not reside in

the District.

That being stated, it is the opinion of counsel, based on substantive case law, that

if it is determined that either one or both are non-residents, and thus not quali fied

to sit on the Board, that any actions taken by the Board in which they

participated are still valid as they are then defacto members, and may serve until

they resign or are removed. Their votes are still binding on third parties.



Morgan Keegan & Company, Inc.
Suite 2050
AEGON Center
400 West Market Street
Louisville, Kentucky 40202
502/589-7979
WATS 800/260-0280

Members New York Stock Exchange, Inc.

Morgan Keegan

April 13, 2009

Mr. Will Brown
Mountain Water District
V1A FAX (606) 631-3087

RE: Mountain Water District Loan ¹3,Lentucky Rural Water Finance Corporation Loan

Dear Mr. Brown:

This letter is regarding the loan payoff for the above referenced loan. Based on a payoff date of April 30, 2009, the
amount due to the Kentucky Rural Water Finance Corporation is $572,904.77.

Principal
Plus: Accrued Interest (1)
Less: Interest Earnings
Total

Loan Pavoff
$548,028.18

28,608.13
(3.731.54)

$572.904.77

(1) Accrued Interest is calculated from May 1, 2008 through April 30, 2009. Daily accrued
interest equals $66.81. If payment is not received on the above referenced payoff date, please add
daily accrued interest to the total and notify me as soon as possible as to the new payoff date.

When USDA-RD Automatic Clearing House funds have been received by your Bank, the payoff amount should be
wired to Regions Bank at the following address no later than the established closing date:

8'ire Pavoff:
Regions Bank
Birmingham, Alabama
ABA¹: 062005690
For Credit to Account¹ 0017541387,Wealth Management
Reference: Kentucky Rural Water Finance Corporation
Attention: Ms. Melissa Ragsdale (615) 770-4364

Should you have any questions, please give me a call at (502) 560-1254. Thank you.

Sincerely,

/s/'Eom Strohmeier

Tom Strohmeier

Enclosure

CC: Ms. Ronnie Brooks —USDA —Rural Development —via electronic mailr ronnie.brooksSkv.usda.eov
Mr. Randy Jones —Rubin & Hays —via electronic mail/ wrionesSrubinhavs.corn
Mr. Gary Larimore —KRWFC —via electronic mail:e.larimoreSkrwa.ore
Ms. Melissa Ragsdale —Regions Bank —via electronic mailr melissa,raesdaleSreeions.corn
Mr. Nick Roederer —Morgan Keegan —via electronic mail/ nick.roedererSmoreankeeean.corn



Mountain Water District )Loan ¹3)
Loan ¹277
Start Date
End Daie
Total Lean Amount

Month Loan Rata Interest Balance
650,000.00

Inv. Rate

A-1 Nate Issue

05/01/08

, 02/26/09
650.000.00

Earnings

Mountain Water District (Loan ¹3)
Loan 8277
Steri Dale
End Date
Total Loan Amount

Id anth Draws Loan Rate Interest Balance
650.000.00

Inv. Rate

B-1 Nota Issue

02/26/09
04/30/09

Sso,aoo.oo
Earnings

05/01/08
05/15/08
07/03/08
0N22/08
10/01/08
10/30IOB
02/26/09

392,976.26
42.285.83

1,989.35
34.492.74

0.00
76,284.00

0.00

548.028.18

4.05%
4.05%
4.05¹
4.05%
4.05%
4.95%
4.95%

a.ao
0.00
0.00
0.00

10.968.75
0.00

12,959.38

23,928.13

257.023.74
214,737.91
212,748.56
178,255.82
178.255.82
101,971.92
101,971.82

2.40%
2:40%
2.404/a

2.40%
2;40%
3.05%
3.05%

0.00
239.89
687.16
694.98
463.47
437.96

1,002.16

3.525.62

02/26/09
03/01/09
04/30/09

568,430.69
0.00
0.00

568.430.69

3.70%
3.70%
3.70%

a.ao
0.00

4,680.00

4,68O.OO

81.569.31
81,569.31
81.569.31

%42%
1.42%
1.42%

0.00
16.09

189.83

205.92

I Loan Pave/I 568.430.69 I I Loan Pavo/I 572,904.77 I



RESOLUTION

RESOLUTION OF THX MOUNTAIN WATER DISTRICT REGARDING
THX SERVICE OF FUTURE CUSTOMERS BUILDING STRUCTIJRES IN
A DESIGNATED FLOODPLAIN.

WHEREAS, the Board of Commissioners (the "Commission" ) of the Mountain Water

District (the "District" ), is in the process of arranging to finance the construction of extensions,
additions and improvements to the existing water system (the "System" ) of the District; and

WHEREAS, the Rural Development of the Department ofAgriculture of the United States
of America (the "RD")has conditionally agreed to purchase a bond issue of the District designated

as "Mountain Water District Waterworks Revenue Bonds, Series 2008" (the "Bonds") in the

principal amount of $650,000; and

WHEREAS, the RD has issued a Letter of Conditions to the District (the "Letter of
Conditions" ) which sets forth the requirements the District must meet in order for the RD to
purchase the Bonds; and

WHXREAS, said Letter ofConditions requires the District to adopt a Resolution speci fying
that the District will deny water service to a future customer wishing to build on or develop property
located within a designated floodplain, or in the alternative, the customer must provide evidence and

a justification for approval by the District and RD officials that there are no other alternatives to
construction or development within the designated floodplain.

NOW, THEREFORE, THE BOARD OF COMMISSIONERS OF THE MOUNTAIN
WATER DISTRICT DOES RESOLVE AS FOLLOWS:

Section 1. Floodplain Restriction. That pursuant to the Letter of Conditions, the District
hereby agrees that it will deny water service to any future customer wishing to build on or develop

property within a designated floodplain, or in the alternative, such customer must provide evidence
and a justification for approval by the District and RD officials that there are no other alternatives

to construction or development within the designated floodplain. The District must be a participant

in the National Flood Insurance Program and the customer or developer must obtain the required
permits prior to the tap-on restrictions being waived.

Section 2. Severabilitv. That if any clause, provision, paragraph or section of this
Resolution be ruled void or unenforceable by any court of competent jurisdiction, the remainder

thereof is intended to be adopted and shall be in full force and effect notwithstanding.



Section 3. All Former Provisions in Conflict Renealed: Effective Date of Resolution.
That all resolutions, motions or parts thereof, insofar as same may be in conflict herewith, are

repealed, and this Resolution shall take effect from and after its passage and approval as provided

by law.

Adopted and approved on this February 27, 2008.

MOUNTAIN WATER DISTRICT

Chairperson

Attest:

Secretary

CERTIFICATE OF SECRETARY

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the
Mountain Water District, that the foregoing Resolution is a true copy ofa'Resolution duly adopted

by the District at a meeting held on February 27, 2008 and that said Resolution appears as a matter

of public record in the official records of said District.

I further certify that said meeting was duly held in accordance with all applicable
requirements of Kentucky law, including KRS 61.810,61.815,61.820 and 61.825, that a quorum
was present at said meeting, that said Resolution has not been modified, amended, revoked or
repealed, and that same is now in full force and effect.

IN WITNESS WHEREOF, I have hereto set my hand as Secretary of the District and the
official Seal of the District on this February 27, 2008.

Secretary

(Seal of District)



Stratton, Hogg A Maddox, P.S.C.
P.O. Box 1530

Pikeville, Kentucky 41502-1530

April 30, 2009

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal

amount of$650,000 (Water Treatment Plant Project).

Dear Mr. Brooks:

We have this date been paid by Mountain Water District (the "District" ) the sum of
$ / < ~).~", which represents payment to us of 80% of all Basic Legal Fees and 90% of all

Additional Legal Fees to which we are entitled for legal services rendered by us in connection with

the financing and construction ofextensions, additions and improvements to its existing waterworks

system, in accordance with oin Legal Services Agreement with the District and according to the

amounts stipulated therein, leaving a balance of $ 'o be paid to us when such

construction is completed.

Stratton, Hogg k Maddox, P.S.C.



HOWARD ENGINEERING AND CONSTRUCTION, INC.
1303 South Main Street

London, Kentucky 40741

April 30, 2009

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000 (Water Treatment Plant Project).

Dear Mr. Brooks:

The undersigned certifies that we have this date been paid by the Mountain Water District
(the "District" ), for all work performed by us in connection with a project (the "Proj ect") consisting
of extensions, additions and improvements to the existing waterworks system of the District, in

accordance with our Contract with the District and in accordance with statements submitted by us

to the District.

We further certify that all suppliers and subcontractors, if any, to whom payment was due
f'rom us in connection with such Project have been paid to date in full, in accordance with our
contracts with them and in accordance with statements submitted to us by them.

Dated this April 30, 2009.

Howard Engineering and Construction, Inc.

By

Title



O'RIEN 4 GERE ENGINEERS
1019Majestic Drive, Suite 110

Lexington, Kentucky 40513

April 30, 2009

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000 (Water Treatment Plant Project).

Dear Mr. Brooks:

This is to certify that as of this date, we have been paid by the Mountain Water District (the
"District" ), the sum of $ ~t, gP. gC, which constitutes payment to us of all sums to which we are

entitled for services rendered by us to date in connection with the construction of a project consisting

of extensions, additions and improvements to the existing waterworks system of the District,
according to our Agreement for Engineering Services with the District.

Dated this April 30, 2009.

O'rien & Gere Engineers

By
U

J iol eck p'lr «age
Title



R|Ll:3EH. R HB+s A1jQRiNB s AT LAI,v

Kentucky Home Trust Building, 450 South Thircl Street, Louisville, Kentucky 40202-1410
Telephone (502) 569-7525 Telefav (502) 569-7555 vvww.ruhinhays.corn

CHARLES S. iWIUSSOiN
W RAI IDALL JoiNES
CHRISTIAN) L. JUCKETT

April 30, 2009

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000 (Water Treatment Plant Project).

Dear Mr. Brooks:

We have this date been paid by the Mountain Water District (the "District" ) the sum of
$3,473.55,which, when added to the $4,608.33 paid to us on March 26, 2008, represents payment
to us of all sums to which we are entitled for legal services rendered by us in connection with the

financing and construction of extensions, additions and improvements to the existing waterworks

system of the District, in accordance with our Legal Services Agreement with the District, and

according to the amounts stipulated therein.

Sincerely,

Rubin A Hays

W. Ran

WRJ: jim



CERTIFICATE OF ENGINEERS

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000 (Water Treatment Plant Project).

We, O'rien & Gere Engineers, Lexington, Kentucky, hereby state that we are Engineers
experienced in the field of waterworks engineering and of recognized reputation in said field, and
that we have been duly employed by the Mountain Water District of Pike County, Kentucky (the
"District" ), in connection with the preparation of plans, designs and specifications for the
construction of extensions, additions and improvements (the "Project") to the existing waterworks

system (the "System" ) of the District, which Project is being financed by the issuance of $650,000
of Mountain Water District Waterworks Revenue Bonds, Series 2008 (the "Current Bonds" ).

We state that we have consulted with Stratton, Hogg &Maddox, P.S.C.,Pikeville, Kentucky

(the "Local Counsel" ), who has been employed by the District in connection with the Project, that

we have examined (a) the attached "Final Title Opinion for Waterworks and Sewer Project" (the
"Title Opinion" ), signed by said Local Counsel, and the attached printed "Preliminary Title Opinion"

(RD Form 1927-9), signed by said Local Counsel; (b) the separate "Opinion of Counsel Relative to
Rights-of-way" (RD Form 442-22), signed by said Local Counsel; (c) the descriptions of the sites

and easements referred to in said Title Opinion and in said RD Forms and (d) the right-of-way map

specifically referred to in said Titl'e Opinion, and we state further as follows:

1. That all of the sites of major structures and installation's of the Project lie or will lie
within the boundaries of the properties as to which the title of the District is certified in said Title

Opinion and in said RD Forms, copies of which have been forwarded to us, and/or on the public

rights-of-way for which a permit Rom the appropriate agency has been obtained.

2. That all of the remaining parts of the Project, have been, can and/or will be constructed,

to the extent that such construction requires our approval (a) within the boundaries ofthe easements

and rights-of-way established in said right-of-way map and/or (b) within the boundaries of the

easements and rights-of-way which, according to the documents referred to above, have heretofore
been obtained or contracted for by the District or can be obtained by the Distriot by purchase or
condemnation; or in the beds ofhighways, streets and alleys, or in other public ways duly dedicated
to public use, and with respect to which the District has obtained the necessary permits and/or has
the power and right to order said construction therein.

3. That the District has entered into contracts for the construction of the Project; that

construction of the Project has proceeded with due diligence, and will continue to proceed hereafter
to completion with due diligence; that construction ofthe Project will be completed within less than

three years &om said date of commencement of construction; and that it is reasonably anticipated
that at least 95% of the funds available, i.e., spendable proceeds of the Current Bonds, will be
expended on the costs of construction of the Project within less than three years from the date of
delivery of the Current Bonds.



4. That we have conferred with said Local Counsel concerning the lines set out in said map
and concerrung the sites necessary for the Project and have satisfied ourselves that said Local
Counsel has been informed by us and is aware ofthe need for obtaining (a) deeds ofeasement and/or
rights-of-way as to all such easements and/or rights-of-way; and (b) deeds as to any and all sites
deemed by us to be necessary in order to assure completion of the Project, as planned.

5, That we have also discussed with said Local Counsel our awareness of the need, if
authorized by the District, to furnish said Local Counsel prompt and accurate information as to the
legal descriptions of any and all easements, rights-of-way and/or sites, as may be necessary or
required in connection with approved change-orders or other relocations which maybe issued during
the course of construction. We state that we will not knowingly approve construction of facilities
of the Project on sites or in rights-of-way without first being assured by said Local Counsel that the

appropriate legal title and/or legal right-of-way has been obtained.

6. That to the best of our knowledge, the Project has been and/or can be completed in
accordance with the plans and specifications prepared and approved by us within the boundaries of
the aforesaid sites, easements and/or rights-of-way, and, to the best of our knowledge, has been
and/or can be completed in accordance with the construction contracts duly awarded by the District,
at a cost which is within the funds made available to the District and by the District as set out above,
based on the information available at this time and the projected final costs for the Project.

7. We certify that the Contractor &om whom the District should obtain a statement as to all

work performed by such Contractor being paid for in full according to its contract, at the time of
delivery of the Current Bonds issued to finance the cost (not otherwise provided) of such

Construction Project, is Howard Engineering and Construction, Inc., 1303 South Main Street,
London, Kentucky 40741.

8. That in our opinion there are structures in the one hundred (100)year flood plain in the
current Project; however the elevations of said structures meet the regulations of the Division of
Water as to construction in a flood plain.

IN TESTIMONY WHEREOF, witness our signature to the foregoing this April 30, 2009.

O'rien & Gere Engineering, Inc.
Consulting Engineers

By

Registered Professional

Engineer, State of Kentucky
No. /35~



ARBITRAGE CERTIFICATE

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000 (Water Treatment Plant Project).

1. General. (a) The undersigned is the Chairperson of the Mountain Water District (the
"Issuer" ) of Pike County, Kentucky.

(b) This Certificate is executed for the purpose of establishing the reasonable
expectations of the Issuer as to future events regarding the Mountain Water District Waterworks
Revenue Bonds, Series 2008 (the "Bonds") in the aggregate principal amount of $650,000
authorized pursuant to a Resolution (the "Bond Resolution" ) adopted by the Board ofCommissioners
of the Issuer in order that the Bonds are not "arbitrage bonds" under Section 148 of the Internal

Revenue Code of 1986, as amended (the "Code").

(c) The Issuer has not been notified of any listing or proposed listing ofthe Issuer by the

Internal Revenue Service as an issuer that may not certify its bonds.

(d) The undersigned is one of the officers of the Issuer delegated with the responsibility

of issuing and delivering the Bonds.

(e) To the best of the knowledge, information and belief of the undersigned, the

expectations contained in this Certificate are reasonable.

(f) The facts and estimates in this Certificate are based on representations made by
O'rien k Gere Engineers (the "Engineers" ) employed by the Issuer to prepare the plans and

specifications and to supervise the construction ofthe Project defined in Section 2 hereof. The Issuer

is not aware of any facts or circumstances that would cause it to question the accuracy of the

representations made by the Engineers.

2. Purpose of the Bonds. (a) The Bonds are being issued for the purpose of providing

funds (not otherwise provided) (i) for the permanent financing of the costs of extensions, additions

and improvements (the "Project") to the existing waterworks system(the "System" ) ofthe Issuer, and

(ii) for the costs of issuance of the Bonds.

(b) Upon the completion of the acquisition, construction and equipping of the Project,
the Project will be owned and operated by the Issuer.

3. Sources and Disbursement of Funds The Bonds have been sold to Rural Development

(the "RD")at par ($650,000). The Bonds will be delivered to the RD on the date of this Certificate

upon payment by the RD of such purchase price with no accrued interest. Accordingly, the net

amount received by the Issuer from the sale of the Bonds will be $650,000 (the "Net Proceeds" ).



(b) The Net Proceeds of the Bonds along with the other available moneys described
above for the Project will be expended on the acquisition, construction, renovation, improvement
and equipping of the Project and said moneys will be deposited in the Construction Fund (as defined
in the Bond Resolution) for construction of the Project and for the payment of the costs of issuance
of the Bonds.

(c) The Issuer has entered into a contract with a third party for the construction,
renovation, improvements and equipping of the Project obligating an expenditure equal to or in
excess of $100,000.

(d) Such construction, renovation, improvement and equipping of the Project will
proceed with due diligence to completion.

4. The Bonds. The receipts and disbursements with respect to the Bonds, including
issuance costs and accrued interest, are or will be detailed in Requisition Certificates signed by the
Issuer and the Engineers.

5. Construction Fund. Amounts deposited in the Construction Fund and earnings with
respect to such amounts will be expended for the payment of the balance ofcosts ofthe Project prior
to the date of completion of the Project. Pending such expenditure, such monies will be invested
without restriction as to yield.

6. Sinkine Fund. Money deposited in the Sinking Fund will be used to pay the principal
of and interest on the Bonds, and the Issuer reasonably expects that there will be no other funds that
will be so used. The Sinking Fund is a fund that is used primarily to achieve a proper matching of
revenues and debt service within each bond year. Money deposited in the Sinking Fund will be used
within thirteen (13) months &om the date of deposit for the payment of debt service on the
outstanding Bonds and, except for an amount equal to not more than the greater of (a) one-twelfth
(I/12) ofdebt service requirements ofthe Bonds for the then ensuing year; or (b) one year's earnings
on the Sinking Fund, the Sinking Fund will be depleted annually through such application for current
debt service requirements ofthe Bonds. Amounts held in the Sinking Fund will be invested without
being limited as to the maximum permissible rate of investment return.

7. Operation and Maintenance Fund. The Bond Resolution ratifies and confirms the
creation of an Operation and Maintenance Fund. The moneys in the Operation and Maintenance
Fund may be used to pay certain expenses related to the operation and maintenance of the System.
Amounts deposited in the Operation and Maintenance Fund will not be reasonably expected to pay
the principal of aud interest on the Bonds, Amounts held in the Operation and Maintenance Fund
will be invested without being limited as to the maximum permissible rate of investment return.

8. Depreciation Fund. (a) The Bond Resolution ratifies and confirms the creation of a
Depreciation Fund. The moneys in the Depreciation Fund may be used to pay the costs of unusual
or extraordinary maintenance, repairs, renewals and replacements to the System or ofpaying the cost



of constructing future extensions, additions and/or improvements to the System which will either
enhance its revenue-producing capacity or will provide a higher degree of service.

(b) Moneys on deposit in the Depreciation Fund may be used, when necessary, for the
purpose of making payments of principal and interest on the Bonds, but such amounts will not be
reasonably expected to pay the principal and interest on the Bonds. There will be no assurance that
such amounts will be available to meet debt service on the Bonds if the Issuer encounters financial
difficulty. Amounts held in the Depreciation Fund will be invested without being limited as to the
maximum permissible rate of investment return.

9. No Reulacement. No portion of the amounts received &om the sale of the Bonds will
be used as a substitute for other funds which were otherwise to be used to finance the Project, and

which have been or will be used to acquire, directly or indirectly, obligations producing a yield in

excess of the yield on the Bonds.

10. No Overissuance. Taking into account other available funds, the amount necessary to

provide, or reimburse the Issuer, for payment of expenses of issuing and carrying the Bonds and

financing the Project, equals or exceeds the Net Proceeds of the Bonds and income thereon.

11. No Other Obligations. No other governmental obligations have been or will be issued

by the Issuer or any other entity (a) at substantially the same time as the Bonds (b) pursuant to a plan

of financing common with that of the Bonds and (c) which either will be paid from substantially the

same source of funds as the Bonds or will have substantially the same claim to be paid fiom
substantially the same source of funds as the Bonds.

To the best ofmy knowledge and belief, there are no facts, estimates or circumstances other

than those expressed herein that would materially affect the expectations herein expressed, and, to
the best of my knowledge and belief, the Issuer's expectations are reasonable-.

Dated April 30, 2009.

MOUNTAIN WATER DISTRICT

Chairperson



CERTIFICATE OF EXECUTION, NO LITIGATION
AND OF OUTSTANDING BOND ISSUES

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in
the principal amount of 4650,000 (Water Treatment Plant Project)

We, the undersigned, Chairperson and Secretary, do hereby certify that we
are the officers of the Board of Commissioners (the "Commission" ) of the Mountain
Water District (the "District" ), constituting the governing body of said District, in
Pike County, Kentucky.

1. That pursuant to all legal requirements, including the Bon
Resolution duly adopted by said Commission, there have been hereto foi'e lawfully
authorized the negotiable "Mountain Water District Waterworks Revenue Borids,
Series 2008" (the "Current Bonds" ), in the aggregate principal amount of
$650,000, in the form of fully registered bonds, as such purchaser(s) may
determine, bearing interest from the date thereof, which is the same date as the
date of this Certificate.

2. That pursuant to the provisions of said Bond Resolution,
purchaser thereof, Rural Development of the Department of Agiiculture of the
United States of America (the "RD"), duly elected to take delivery of said Current
Bonds in the form of a single fully registered bond, representing the total
authorized issue of Current Bonds, in the principal amount of $650,000, dated as
of the date of this Certificate, which is the date of delivery of and payment for said
Current Bonds, payable to the registered owner (initially the RD), numbered R 1,
bearing interest at the rate of 4.50'/0 per annum. Interest on the Current Bonds is
payable semiannually on January 1 and July 1, with principal installments being
payable on January 1 in each of the respective years, 2010 through 2047,
inclusive, as set out in the maturity schedule contained in said Bond Resolution.

3. That said Current Bond has been executed with the genuine
signatures of the undersigned Chairperson and Secretary, with the corporate seal
(the "Seal") of the District duly affixed to said Current Bond by one of us who was
then and is now duly authorized to affix said Seal to said Current Bond, and that
at that time, a true impression of said Seal was duly affixed to this Certificate at
the place indicated below.

4. That on the date of execution of this Certificate we were, and now are,
the duly appointed, qualified and acting officials indicated in this Certificate, and
that we were and now are duly authorized to execute the same.

5. That said Current Bonds rank on a parity with the outstanding Prior
Third Lien Bonds (as defined in the Current Bond Resolution), and are subject to
the vested rights and priorities in favor of tbe owners of the Prior First Lien Bonds
and the KIA Loans (as defined in the Current Bond Resolution.



6. The Prior First Lien Bonds, KIA Loans, Prior Third Lien Bonds and the
Current Bonds represent the only issues of bonds (the "Outstanding Bonds" ) or
obligations of said District outstanding which by their terms are in any manner
secured by or payable from the revenues of the District's waterworks system (the
"System" ) as of the date hereof.

7. That no controversy or litigation is pending, prayed or threatened
involving the creation, organization, existence or boundaries of said District, or the
title of any of its officers to their respective positions, or the validity of the Current
Bonds, or the power and authority of the District (1) to construct extensions,
additions and improvements to its existing System; (2) to own and operate the
System, including said extensions, additions and improvements as a revenue-
producing undertaking; and (3) to provide and apply adequate revenues from the
System for the full and prompt payment of the principal of and interest on the
aforesaid Outstanding Bonds, on a parity, and for the cost of operation and
maintenance of the System, and that none of the proceedings or authority for the
issuance of said Current Bonds has been repealed, revoked, rescinded, modified,
changed or altered in any manner, except as set forth in Exhibit A

IN TESTIMONY WHEREOF, we have hereunto affixed our respective official
signatures and the Seal of said District, this April 30, 2009.

MOUNTAIN WATER DISTRICT

>)
By: ~de

Chairperson

(Seal of District) ecretary

CERTIFICATION OF ATTORNEY FOR DISTRICT

We, Stratton, Hogg S Maddox, P.S.C., hereby certify that we are Local
Counsel for the Mountain Water District, that we have read the foregoing
Certificate of Execution, No Litigation and of Outstanding Bond Issues, and
that all of the facts stated therein are true to the best of our knowledge and
belief.

Dated this April 30, 2009.

Stratton, Hogg S Maddox, P.S.C.



EXHIBIT A

There is currently pending an issue concerning the residency of two board

members, being Toni Akers, the Chairperson, and Mike Litafik, the Vice

Chairman. KRS 74.020 requires that Commissioners be residents of the District.

The Public Service Commission for the Commonwealth of Kentucky has been

asked to determine if they can legally be Commissioners if they do not reside in

the District.

That being stated, it. is the opinion of counsel, based on substantive case law, that

if it is determined that either one or both are non-residents, and thus not qualified

to sit on the Board, that any actions taken by the Board in which they

participated are still valid as they are then defacto members, and may serve unti]

they resign or are removed. Their votes are still binding on third parties.



CERTIFICATE AS TO OFFICIAL SEAL) INCUMBENCY
AND SIGNATURE IDENTIFICATION

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000 (Water Treatment Plant Project).

We, the undersigned Chairperson and Secretary of the Mountain Water District (the
"District" ) ofPike County, Kentucky, do hereby certify, as of April 30, 2009, that the Seal affixed
below is the Official Seal of said District.

We further certify that we are the duly elected, qualified and acting officers of said District,
as indicated by our signatures set out below; that the following signatures are our true and genuine

signatures; and that our terms of office are as hereinafter set out:

Signatures

Beginning of
Term Date

Expiration of
Term Date

Toni Akers, Chairperson

08/01/2007 07/31/2011

Jo Collins, Secretary

08/01/2006 07/31/2010

We further certify that the other members of the Commission and their terms are as follows:

Commissioner

Beginning of
Term Date

Expiration of
Term Date

Mike Litafik

Rhonda James

08/01/2005

09/01/2008

07/31/2009

07/31/2010

(Seal of District)



PRE-CLOSING - MARCH 26. 2008

Re: $650,000 Mountain Water District Waterworks Revenue Bonds, Series 2008

SIGNATURE FIRM/COMPANY

RUBIN & HAYS
Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202

JA~( ~f gg.wb4



MEMO AS TO PRE-CLOSING

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000.

1. The pre-closing conference took place on March 26, 2008, at 11:00A.M., E.D.T.,at the
District's office in Pikeville, Kentucky, and each person present signed the List of Signatures.

2. The requirements of the Rural Development (the "RD")Letter of Conditions and the

Closing Instructions were discussed.

3. Matters pertaining to railroad crossings, County road easements, U.S. Highway
easements and Kentucky Department of Transportation Utility Access Permits were resolved.

4. The procedure for the payment of funds out of interim financing proceeds was double-

checked with the Mountain Water District (the "District" ) and the RD, and it was ascertained that

the District had established the "Mountain Water District Waterworks Construction Account" (the
"Construction Account" ), at Community Trust Bank, N.A., Pikeville, Kentucky (the "Depository
Bank" ), pursuant to Section 301 of the Bond Resolution..

Written approval of the Engineers will not be required for payment of items not under the

jurisdiction of the Engineers, consisting of administrative costs such as legal fees, land acquisition
and related items, in which instances such amounts shall be disbursed upon the issuance of a
Requisition Certificate signed by the Chairperson with written approval of the RD.

To the extent that such amounts on deposit in the Construction Account exceed $100,000
at any time, such Construction Account will be collateralized by a valid pledge ofU.S. obligations.

The approving legal opinion ofBond Counsel as to interim financing was handed to the RD
and Kentucky Rural Water Finance Corporation, Bowling Green, Kentucky (the "Interim Financing
Bank" ), and a copy of same was placed in the Transcript.

5. An Operating and Management Plan had been prepared and approved by the District and

approved by the RD, and a copy was obtained to be placed in the Transcript.

6. Evidence of the following had been or was obtained and placed in the Transcript:

(a)
(b)

(c)

Execution ofFidelity Bond of Treasurer.

Insurance, including real property insurance on above-ground structures,
liability insurance, builders'isk insurance and Worker's Compensation.
Signing of color-coded map.



PINAL TITLE OPINION
AS TO WATERWORKS PROJECT

Re: Mountain Water District Waterworks Revenue Bonds, Series 2008, in the principal
amount of $650,000.

I, Daniel Stratton, Attorney at Law, Pikeville, Kentucky, representing the Mountain Water
District of Pike County, Kentucky (the "District" ), certify:

1. That I have investigated and ascertained the location of the various sites of major
structures and installations, ifany, to be constructed in connection with certainproposed extensions,
additions and improvements (the "Project") to the existing waterworks system of the District (the
"System" ), together with all rights-of-way and easements necessary in connection with the
construction of the Project and in connection with the continued ownership and operation of the

System.

2. That Ihave examined the records of the ownership of said sites and I am of the opinion
that said District now owns fee simple title to all of said sites and that said title is &ee and clear of
all liens and encumbrances which might adversely affect the right of the District to the use of the
same in operation of the System, subject to the encumbrances referred to in Paragraph 12 hereof.

3. That I have further examined the right-of-way instruments, permits and/or licenses

obtained &om landowners, public bodies and public utilities.

4. That Ihave taken cognizance of the fact that the District possesses the power ofeminent

domain which would enable it to perfect title to any pertinent easements and/or rights-of-way as to
which its title might be defective, and that the cost ofperfecting any such title is considered to be
negligible in view ofthe fact that in virtually every instance the easement or right-of-way improves,
raQier than damages, the value of the property, by reason ofbrjnging the System to such property;
and accordingly, if and to any possible extent that the District does not have adequate title to such
easements and/or rights-of-way for the purpose desired, the District can, in my opinion, obtain such
easements and/or rights-of-way, either through negotiation or through the exercise of the power of
eminent domain, without exceeding the funds available.

5. That I have examined the instruments creating the aforesaid easements and/or rights-of-

way and that it is my opinion that said instruments are valid as to form and substance for the purpose
intended, although Ihave not examined the title records as to each of such easements and/or rights-
of-way and express only a limited opinion as to the title thereto, based on such limited examination
as set out herein.

6. That based on and subject to the foregoing, I am of the opinion that the District now
owns the necessary permanent rights-of-way and easements for ingress to and egress &om the
aforesaid sites and the necessary permanent rights-of-way and/or easements for water lines to and
from said sites, connecting with the mains and lines extending throughout the System, and that the
District has suf6cient legal title and interest in said sites, rights-of-way and easements to permit the
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Development

Committed to the future oi rural communities.

220 West First Street, Morehead, KY 40351
Telephone 606/784-6447; Fax 606/784-2076; TTY 859/224-7422

3/26/08

Mr. Gary Larimore, Secretary/Treasurer
Kentucky Rural Water Finance Corporation
P.O. Box 1424
Bowling Green, Ky. 42102-1424

Re: Mountain Water District —Water Improvements Project
RD Commitment of Permanent Financing

Dar Mr. Larimore:

Reference is made to a request &om the Mountain Water District, Toni Akers, its Chairperson,
for interim financing from the Kentucky Rural Water Finance Corporation to construct water
system improvements at the interest rate and terms and conditions agreed upon, as reflected in
the attached copy of your loan agreement.

This letter is to confirm certain understandings on behalf of the Rural Utility Service.

Final plans and specifications have been prepared and approved, bids have been taken, and the
Mountain Water District is prepared to award the construction contract(s) to the qualified low

bidder(s). It has been determined by the District and Rural Utility Service that the conditions of
the loan and/or closing can-be inet.

Funds have been obligated for the project by the Rural Utility Service

It is proposed by Mountain Water District with the approval of Rural Utility Service that the
Corporation advance funds in accordance with the agreed terms and conditions stated in your
attached agreement, as needed to pay for construction and other authorized and legally eligible
expenses incurred by the District, upon presentation ofproper statements and work estimates

approved by the District's authorized representative, and the authorized official of the Rural

Utility Service.

Before the Rural Utility Service loan is closed the District will also be required to provide Rural

Utility Service with statements from the contractors, engineer and attorneys, that they have been

paid to date in accordance with their contracts or other agreements and in the case of the

contractor, that any suppliers and subcontractors have been paid.

USDA Rural Development is an Equal Opportunity Lender, Provider, and Employer.
Complaints of discrimination should be sent to:

USDA, Director, Office of Civil Rights, Washington, D.C. 20250-9410



We have scheduled the Rural Utility Service loan to be closed when construction to be financed
with loan funds is substantially complete, so that funds will be available to pay off the total
amount of advances your bank has made for authorized approved purposes, including accrued
interest to the date of closing.

We appreciate your assistance to the community and look forward to working with you on this

project.

If there are any questions, please call Ronnie Brooks of this office at (606)784-6447, Ext. 117.

ea Director

Enclosures

CC: RD, State Director, Att: Community Programs

RD, Area Office File
Mountain Water District, P.O. Box 3157, Pikeville, KY 41502
Randy Jones, Rubin & Hays, 450 South Third Street, Louisville, KY 40202
Dan Stratton, Attorney at Law, P.O. Box 1530, Pikeville, KY 41502-1530
Holly Nicholas, O'rien & Gere, 1019Majestic Drive, Lexington, KY 40503
Nick Roederer, Morgan & Co., Inc. Aegon Center, 400 West Market St. Louisville,

KY 40202
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OPINION OF BOND COUNSEL

March 26, 2008

Loan Agreement by and between Kentucky Rural Water Finance Corporation
and Mountain Water District dated as of March 26, 2008

We hereby certify that we have reviewed and are familiar with the proceedings ofBoard of
Commissioners (the "Governing Authority" ) of the Mountain Water District (the "Borrower" ), in

connection with the authorization, execution and delivery of a Loan Agreement between the

Kentucky Rural Water Finance Corporation, (the "Corporation" ) and the Borrower, dated March 26,
2008 (the "Loan Agreement" ) and the form of the Loan Notes Rom the Borrower to the Corporation

(the "Loan Note" ) evidencing the loan in the amount not to exceed $650,000 being issued by the

Corporation to the Borrower pursuant to the Loan Agreement and the Loan Note to provide interim

financing (the "Loan") for the construction of a project (the "Project") consisting of improvements

to the waterworks system of the Borrower (the "System" ); and the proposed issuance of bonds by
the Borrower in the amount of $650,000, to be dated the date of the issuance thereof (the "Bonds")
to repay the Loan and provide permanent financing for the Project.

Our examination of such proceedings included (a) the proceedings of the Governing

Authority adopting a resolution authorizing the Loan Agreement (the "Resolution" ); (b) the

proceedings of the Governing Authority adopting legislation authorizing the Bonds (the "Bond
Legislation" );and (c)the proceedings ofthe Governing Authority accepting the successful bid ofthe

United States Department ofAgriculture acting through Rural Development("RD") for the purchase
of the Bond.

Based upon our examination of the aforesaid proceedings, we are of the opinion that the

Borrower has a valid contract with RD, in which the Borrower has agreed to sell and RD has agreed
to purchase Bonds at par, and that the Bonds, when issued in accordance with the aforesaid
proceedings, will be valid and legally binding upon the Borrower and will be secured by and payable
&om a pledge of the gross revenues of the System.



Based upon our review of such proceedings and applicable laws, it is our opinion that the
Loan Agreement has been validly authorized, executed and delivered by and on behalf of the
Borrower.

The rights and remedies ofthe Corporation under the Loan Agreement maybe limited by any

applicable bankruptcy, insolvency, reorganization, or similar laws, or judicial decisions affecting the

rights ofcreditors generally, and by the application ofequitable principles where equitable remedies
are sought.

This opinion letter is issued to, and solely for the benefit and reliance of, the Corporation and

may not be relied upon by any persons other than the Corporation.

Respectfully Submitted,



OPINION OF COUNSEL

Daniel Stratton, Esq.
Stratton, Hogg A Maddox, P.S.C.

P.O. Box 1530
Pikeville, Kentucky 41502-1530

March 26, 2008

Kentucky Rural Water Finance Corporation
Bowling Green, Kentucky

Regions Bank
Nashville, Tennessee

Rubin 4 Hays
Louisville, Kentucky

Loan Agreement by and between Kentucky Rural Water Finance Corporation
and Mountain Water District, dated as ofMarch 26, 2008

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to the practice of law in the

Commonwealth ofKentucky and is legal counsel to the Mountain Water District (the "Borrower" ).
I am familiar with the organization and existence of the Borrower and the laws of the

Commonwealth apphcable thereto. AdditionallyIam familiar with tlie project (the "Project") with

respect to which the Loan Agreement (the "Loan Agreement" ) by and between the Kentucky Rural
Water Finance Corporation ("Corporation" ) and the Borrower is being authorized, executed and

delivered and the Loan Notes (the "Loan Note" ) Rom the Borrower to the Corporation is being
authorized, and which may be executed and delivered.

I have reviewed the form of Loan Agreement, the Loan Note, the resolution or ordinance of
the Borrower authorizing the execution and delivery ofsaid Loan Agreement and Loan Note and the

plans, designs and specifications prepared by the Engineers for the Borrower with respect to the

project.

Based upon my review I am of the opinion that:

(l) The Borrower is a duly organized and existing political subdivision or body
politic of the Commonwealth of Kentucky validly existing under the Constitution and
statutes of the Commonwealth of Kentucky.



UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY

MOUNTAIN WATER DISTRICT WATERWORKS
REVENUE BOND ANTICIPATION NOTE

Dated: March 26, 2008 $650,000

For value received, the Mountain Water District (the "Issuer" ), acting by and through its
Board of Commissioners (the "Governing Body"), hereby acknowledges itself indebted to and

promises to pay to the order of:

KENTUCKY RURAL WATER FINANCE CORPORATION

the principal sum of

Six Hundred Fifty Thousand Dollars ($650,000)

on the Loan Payment Date, with interest thereon payable on the Loan Payment Date (or prior

prepayment) accruing from the date hereof at the Interest Rate (hereinafter defined); provided,
however, that upon the assignment of this Note to the United States Department of Agriculture

acting through Rural Development ("RD"),this Note shall immediately begin accruing interest at

the interim financing loan rate then in effect for the Borrower, as published by RD. Capitalized

terms not otherwise defined herein shall have the meaning ascribed in that certain Loan Agreement

between the Borrower and the Payee, dated as of the date hereof. This Note may be prepaid without

penalty on any Interest Payment Date, provided that, until this Note has been assigned to RD, the

Borrower gives 30 days written notice thereof to the Corporation and the Trustee.

Both principal hereof and interest hereon are payable in lawful money of the United States
of America by electronic fund transfer or by check or draft mailed to the registered owner at the

address shown on the Borrower's registration book. Upon final payment, this Note shall be
submitted to the Borrower for cancellation.

For the purpose of this Note, the terms set forth below shall be defined as follows:

"Adjusted Interest Rate" shall mean the interest rate per annum, adjusted from time to time

on each Interest Payment Date, determined and calculated by the Issuer as the rate sufficient to
generate Loan Payments which, together with Loan Payments payable by other borrowers in the
Program and monies in the Program funds and accounts, will pay the principal of and interest on the

Outstanding Notes on the following Interest Payment Date; provided however that the Adjusted
Interest Rate shall not exceed the maximum rate of interest permitted by applicable law.

"Business Day" means any day other than a Saturday, a Sunday, or a day on which banking
institutions in the State ofKentucky or the State ofNew York or the Office of the Trustee is closed
as authorized or obligated by law or administrative order or a day on which the New York Stock
Exchange is closed.



"Interest Rate" shall mean 4.05%per annum accruing f'rom the date hereof to the erst Interest
Payment Date and, thereafter, the Adjusted Interest Rate.

"Interest Payment Date" shall mean the first Business Day of each April and October
begirunng on the date specified by the Payee.

"Remarketing Agent" shall mean Morgan Keegan & Company, Inc

This Note is a special obligation of the Issuer, payable solely from the proceeds ofthe sale

ofthe Mountain Water District Waterworks Revenue Bonds, (the "Bonds"),authorized by the Issuer.
RD has agreed to purchase said Bonds. The proceeds of the Bonds and the income and revenues to
be derived Rom the operation of the waterworks system of the Issuer (the "System" ) are hereby

irrevocably pledged to the payment of this Note.

This Note is issued pursuant to Chapters 58 and 74 of the Kentucky Revised Statutes

(collectively the "Act") and in anticipation of the issuance of the aforesaid Bonds and the receipt of
the aforesaid revenues.

It is further certified that the undersigned is an Authorized Officer of the Issuer, duly

authorized to execute this Note on behalf of said Issuer, and that this Note represents a liability of
said Issuer only, payable out of the proceeds and revenues, hereinabove mentioned, and that the

undersigned, by executing this Note, does not become personally and/or individually liable hereon

as a personal or individual debt.

IN WITNESS WHEREOF, the Issuer has caused this Note to be executed bythe Authorized

Officer, on the date of this Note, which is March 26, 2008.

Mountain Water District

By
Chairperson

(Seal of Issuer)



RESOLUTION

RESOLUTION OI'HK MOUNTAIN WATER DISTRICT APPROVING
AND AUTHORIZING A LOAN AGREEMKNT WITH THE KENTUCKY
RURAL WATER FINANCE CORPORATION

WHEREAS, the Board of Commissioners ("Governing Authority" ) of Mountain Water

District, ("Governmental Agency" ) has previously determined that it is in the public interest to

acquire and construct certain facilities and improvements to the Governmental Agency's Waterworks
System (the "Project"); and

WHEREAS, the Governmental Agency desires the Kentucky Rural Water Finance
Corporation (the "Corporation" ) to act as its agency and instrumentality for the purpose ofproviding
monies to construct the Project and has made an application to the Corporation therefore; and

WHEREAS, in order to obtain such monies, the Governmental Agency is required to enter
into a Loan Agreement with the Corporation;

NOW, THEREFORE, BE IT RESOLVED by the Governing Authority of Mountain Water
District, as follows:

SECTION 1.That the Governing Authority hereby requests to the Corporation to act as its

agency and instrumentality in obtaining interim financing and hereby approves and authorizes the
Loan Agreement between the Governmental Agency and the Corporation substantially in the form
on file with the Governmental Agency for the purpose of providing the necessary financing to the
Governmental Agency for the Project and the Loan Note from the Governmental Agency to the

Corporation in the amount not to exceed $650,000.

SECTION 2. That any officer of the Governmental Agency be and hereby is. authorized,
directed and empowered to execute necessary documents or agreements, and to otherwise act on
behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at the earliest time provided by law.



Adopted on February 27, 2008.

MOUNTAIN WATER DISTRICT

Dw
Chairperson

Attest:

By
Secretary

CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

Mountain Water District; that the foregoing is a full, true and correct copy ofa Resolution adopted

by the Governing Authority of said District at a meeting duly held on February 27, 2008; that said

official action appears as a matter ofpublic record in the official records or Journal ofthe Governing
Authority; that said meeting was held in accordance with all applicable requirements ofKentucky
law, including KRS 61.810,61.815,61.820and 61.823;that a quorum was present at said meeting;
that said official action has not been modified, amended, revoked or repealed and is now in full force
and effect.

IN TESTIMONY WHEREOF, witness my si s February 27, 2008.

Secretary





TRANSCRIPT OF PROCEEDINGS

MOUNTAIN WATER DISTRICT WATERWORKS REVENUE BONDS, SERIES 2005

DATED JUNE 22, 2007
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TRANSCRIPT OF PROCEEDINGS INDEX

MOUNTAIN WATER DISTRICT WATERWORKS REVENUE BONDS) SERIES 2005,

DATED JUNE 22, 2007,
IN THK PRINCIPAL AMOUNT OF $1,650,000

PRE-FINANCING PROCEEDINGS

A. Creation of Mountain Water District

l. Opinion on Due Incorporation and Continued Existence of District.

B. Emnlovment Ameements

2. Engineering employment requirements:

(a) Agreement for Engineering Services.

(b) Opinion as to Legal Sufficiency of Engineers'ontract.

Attorneys'mployment requirements:

(a) Legal Services Agreement of Bond Counsel.

(b) Legal Services Agreement of Local Counsel.

(c) Minutes and Order of the District approving Legal Services Agreements.

C. Rural Development Conditions

4. RD Letter of Conditions.

D. Construction Documentation

5. Final Engineering Report.

6. Construction Bids and Awards:

(a) Affidavit of Publication of Advertisement.

(b) Opinion of Counsel Relative to Advertising for Construction Bids, Award of
Contracts and Execution Thereof.



E. Public Service Commission Documentation

7. Public Service Commission:

(a) Application for Approval.

(b) Order granting Certificate of Public Convenience and Necessity.

PROCEEDINGS AUTHORIZING BONDS

8. Minutes of Meetings of the Board of Commissioners of the Mountain Water District, held

on October 26, 2005 and November 8, 2005 authorizing the Bonds.

9. Bond Resolution.

10. PSC Approved Rules and Regulations.

11. PSC Rate Tariff.

12. Notice of Bond Sale.

13. Official Notice of Sale of Bonds.

14. Bid Form.

15. Affidavits ofPublication of Notice of Bond Sale and Notice ofProposed Rate Change.

16. Bid ofRD.

17. Resolution accepting successful bid of the RD for the purchase of the Bonds.

18. Letter of State Local Debt Officer of Kentucky as to compliance with KRS 66.045.

PRE-CLOSING PROCEEDINGS

A. District Certifications

19. Certificate as to Number of Users.

20. Certificate as to Official Seal, Incumbency and Signature Identification.

21. Certificate of No Litigation and of Outstanding Bond Issues.



B. Rural Development Certifications and Forms

22. Certificate of Bondowner as to Issuance of the Mountain Water District Waterworks
Revenue Bonds, Series 2005 Ranking on a Parity with Other Bonds of the District.

23. Certificate of RD as to Insurance and Bonding.

24. RD Forms as follows:

(a) 400-1,
(b) 400-3,

(c) 400-4,

(d) 400-8,

(e) 1927-9,
(f) 442-7,

(g) 442-21,

(h) 442-22,

(i) 1910-11,

(j)
(k)
(I)

1940-1,
1780-27,
AD-1047,

(m) AD-1049,

Equal Opportunity Agreement.
Notice to Contractors and Applicant.
Assurance Agreement.

Compliance Review.

Preliminary Title Opinion.

Operating Budget.
Right of Way Certificate.
Opinion of Counsel Relative to Rights of Way.
Applicant Certification Federal Collection Policies for Consumer or
Commercial Debts.
Request for Obligation of Funds.
Loan Resolution.
Certification Regarding Debarment, Suspension and other

Responsibility Matters - Primary Covered Transaction.
Certification Regarding Drug-Free Workplace Requirements.

C. Interim Financine

25. Loan Agreement by and between the Kentucky Rural Water Finance Corporation and

District.

26. Resolution of District Approving Loan Agreement.

27. Bond Anticipation Note Specimen.

28. Opinion of Local Counsel.

29. Opinion of Bond Counsel.

30. Letter of RD as to Commitment to Purchase Bonds.



D. Pre-Closine Documentation

31. Title Opinion (For Purposes of Pre-Closing).

32. Memo as to Pre-Closing.

33. List of Signatures of Persons Attending Pre-Closing.

CLOSING

A. District Certifications

34. Certificate as to Official Seal, Incumbency and Signature Identification.

35. Certificate of Execution, No Litigation and Outstanding Bond Issues.

36. Arbitrage Certificate.

37. Certificate of Receipt of Bond Proceeds and Bond Delivery.

B. Engineer Certifications

38. Certificate of Engineers.

C. Miscellaneous Documentation

39. Letters ofAttorneys, Engineers and Contractors as to payments being made to date according

to contracts and amounts stipulated.

40. Floodplain Resolution.

41. Letter of Morgan Keegan, Louisville, Kentucky as to amount owed at time of closing.

D. Ooinions

42. Final Title Opinion.

43. Legal Opinion of Bond Counsel.



E. Closine Documentation and Bond Specimen

44. Bond Specimen and Certificate as to printing ofBond in accordance with RD requirements.

45. Rural Development Maturity Schedule.

46. Compliance with and Signing of RD closing instructions.

47. Memo as to Closing.

48. Internal Revenue Service Form 8038-G.

49. List of Signatures of Persons Attending Closing.



CLOSING - JUNE 22, 2007

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $ 1,650,000 (Lower John's Creek Water Project).

SIGNATURE FIR1VT/COMPANY

RUBIN & HAYS
Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202



(e) Yield

1,650,000

years

years

>
Terry Spears, Acting Chairperson

Type or print name and title

Cai. No. 63773S Farm 8038-G (Rev. 11-2000)

SQ38.G Information Return for Tax-Exempt Governmental Obligations
W Under Internal Revenue Code section 149(e) OMB No, 1545-0720

(Rev. November 2000)
W See separate Instructions.

Department oi ihe Treasury
Internal Revenue Service Caution: If the issue price is under $700,000, use Form 8038-GC.

~~~ Reporting Authority If Amended Return, check here W 0
1 Issuer's name 2 Issuer's employer identification number

Mountain Water District 61 .'098805
3 Number and street (or P.O. box If mail is not delivered to street address) Room/suite 4 Report number

P.O. Box 3157 3 0742
5 City, town, or post office. state, and ZIP code 6 Date of issue

Pikeville, Kentucky 41502 June 22, 2007
7 Name of issue 6 CUSIP number

Mountain Water District Waterworks Revenue Bonds, Serlea 2005 None
9 Name and title of officer or legal representative whom the IRS may call for inore information 10 Telephone nulaber of oificer or legal representative

Mr. Will Brown, Superintendent ( 606 ) 631-9162
Ill Type of Issue (check applicable box(es) and enter the issue price) See instructions and attach schedule

11 CI Education,...,...,...,...,...,...,,,11
12 0 Health and hospital,...,...,,...., 12
13 Transportation...,...,...,...,...,, 13
14 0 Public safety...,...,...,...,,...,...14
15 0 Environment (including sewage bonds),
16 0 Housing,...,...,....,...,...,, 16.

17 > Utilities...,...,..., 17 $196509000

18 0 Other. Describe W 18
19 If obligations are TANs or NANs, check box > 0 If obligations are BANs, check box n

+/////////////////////////////////gg

I&igIIII Description of Obligations. Complete for the entire issue for which this form is being filed.

(a) Final maturity date (b) Issue price (c) Stated redemption
price st maturity average maturity

(d) Weighted

21 January 1,2045 $ 1,650,000 $ 1,650,000 25.85 years 4.125 %
~amtrak Uses of Proceeds of Bond Issue (including underwriters'iscount)
22 Proceeds used for accrued interest

23 Issue price of entire issue (enter amount from line 21, column (b)) .

24 proceeds used for bond issuance costs lincluding undeneriters'iscounll . 24

25 Proceeds used for credit enhancement .
26 Proceeds allocated to reasonably required reserve or replacement fund

27 Proceeds used to currently refund prior issues
29 proceeds used to advance refund puior issues
29 Total (add lines 24 through 28),...,...,...,...,...,,29 18,000
30 Nonrefundinq proceeds of the issue (subtract line 29 from line 23 and enter amount here)... 30 1,632,000
IHH4II Description of Refunded Bonds (Complete this part only for refunding bonds.)

31 Enter the remaining weighted average maturity of the bonds to be currently refunded

32 Enter the remaining weighted average maturity of the bonds to be advance refunded

33 Enter the last date on which the refunded bonds will be called .
34 Enter the date(s) the refunded bonds were issued W

~~eIJ I Miscellaneous

35 Enter the amount of the state volume cap allocated to the issue under section 141(b)(5)
36a Enter the amount Df gross proceeds invested or to be invested in a guaranteed investment contract (see instructions)

b Enter the final maturity date of the guaranteed investment contract >
37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units

b If this issue is a loan made from the proceeds of another tax-exempt issue, check box W 0 and enter the name of the

issuer W and the date of the issue W

38 If the issuer has designated the issue under section 265(b)(3)(B)(i)(ill) (small issuer exception), check box ...W IXI

39 If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box...,....,...W 0
40 If the issuer has identified a hedge, check box...,........,....,.....> 0

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements, and Io the best of my knowledge
and belief, th are true, correct, and complete,

Pjt~ June 22, 2007
Sig)df)f(rp'prjksuer's authorized representative Date

For Paperwork Reduction Act Notice, see page 2 of the Instructions.



MEMO AS TO CLOSING

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the amount
of $1,650,000.

1. The closing took place on June 21, 2007, at 11:00A.M., E.D.T.,at the District's office
in Pikeville, Kentucky, and each person present signed the List of Signatures.

2. Bond Counsel and the Rural Development (the "RD") District Director satisfied
themselves that all of the requirements of the RD Letter of Conditions had previously been met or
were being met at the time of the closing.

3. The letter ofclosing instructions ofthe Regional Attorney was checked, signed on page 3
by Local Counsel, Bond Counsel and the RD representative, and placed in the Transcript.

4. All matters relating to the necessary easements and Deeds had been resolved, and all
such easements and Deeds had been obtained.

5. All necessary approvals of State agencies had been obtained and had been placed in the

Transcript.

6. A letter had been obtained f'rom the Engineers to the effect that no railroad easements

or stream crossings were necessary in the construction of the project and such letter had been placed
in the Transcript.

7. County road easements and all other necessary Highway Easements and Permits had been

obtained, and evidence thereof was placed in the Transcript.

8. An Operating and Management Plan had been approved by the RD and executed by the
District officials, and a copy had been obtained and placed in the Transcript.

9. The RD District Director executed a Certificate, verifying the number of existing
waterworks users, the number of new users, and the deposit of connection fees paid by such new
users, into certain funds of the District, and the Certificate had been placed in the Transcript.

10. Signed copies of certain RD Forms, as follows, were obtained and placed in the

Transcript:



(a)
(b)
(c)
(d)
(e)
(f)
(g)
(ll)

(i)
(j)
(k)

400-1,
400-3,
400-4,
400-8,
427-9,
442-3,
442-7,
442-21,
442-22,
1940-1,
1780-27,

Equal Opportunity Agreement.
Notice to Contractors and Applicants.
Assurance Agreement.
Compliance Review.
Preliminary Title Opinion as to each site.
Balance Sheet

Operating Budget.
Right-of-Way Certificate.

Opinion of Counsel Relative to Rights-of-Way.

Request for Obligation of Funds.

Loan Resolution.

To the extent that any of such RD Forms had been brought up to date, copies were obtained

and placed in the Transcript.

11. The color-coded map had been signed by the Chairman, the Engineer and Local

Counsel, and a copy of the relevant portion had been obtained and placed in the Transcript.

12. The fidelity bond of the Treasurer had been obtained as required by the RD Letter of
Conditions and by the Bond Resolution, a copy had been examined, and evidence thereof was placed

in the Transcript.

13. All necessary renewal insurance on the Project, including real property insurance on

above-ground structures, liability and Worker's Compensation had been obtained, and such policies

were examined, and evidence thereof was placed in the Transcript.

14. Bond Counsel's list of closing requirements, the Transcript Index, was checked, and it

was found that all such requirements had been or were being complied with.

15. The Bond had been dated June 22, 2007, on the fi'ont, in the panel and opposite the

registration form, and was signed by the Chairman of the District and by the Secretary, who affixed

the District Seal to the Bond and also signed the registration form, after which the Legal Opinion on

the Bond was signed by Bond Counsel.

16. The Bond was delivered to the RD in exchange for payment.

17. A statement was obtained fiom the Engineers showing the final total cost of the project,
the funds available fiom the proceeds of the Bonds, the amount expended to date, the amounts due

and owing to the Engineers, Attorneys, Contractors and others, as of the closing date, and other

information necessary to show the adequacy of the available funds to pay all of the necessary costs

of the Project, and said statement was placed in the Transcript.



19. The following closingpapers, prepared byBond Counsel and dated June 22, 2007, were
properly executed and placed in the Transcript:

(a)
(b)
(c)
(d)
(e)
(fj
(g)

(11)

(i)
(j)
(k)

Certificate as to Official Seal, Incumbency and Signature Identification.
Certificate of Execution, No Litigation and Outstanding Bond Issues.
Arbitrage Certificate.
Certificate ofReceipt ofBond Proceeds and Bond Delivery.
Certificate ofEngineers.
Certificate of RD as to Insurance and Bonding.
Letters of Contractors, Engineers, Local Counsel and Bond Counsel as to

payments being made to date according to Contracts and amounts stipulated.

Final Title Opinion.

Legal Opinion of Bond Counsel.

Letter of RD Regional Attorney, signed by all parties.

Signature Sheet.

20. The closing was considered completed.



USDA 1718 Peachtree ad, Suite 576
Atlanta, Georgi 30309
Telephone: 404 347-1060
Facsimile: 404 347-1065

.d States
b~artrnent of
Agriculture

Office of the
General
Counsel

Kenneth Slane
State Director
Rural Development
Lexington, Kentucky

October 13, 2005

Dear Mr. Slone:

Subject: Mountain Water District
RUS Loan — $ 1, 650, 000. 00
RUS Grant — 9600,000.00

These closing instructions are issued in response to
your transmittal memorandum of September 19, 2005.

The purpose of this project is to provide potable water
to approximately 332 households located in the Lower
Johns Creek Area of Pike County. The proposed project
consists of approximately 11 miles of 4" — 8"
waterlines, two 20,000 gallon water storage tanks and
two booster pump stations.

The submitted docket contains a certification from the
District s attorney stating that the District is a legal
entity which is still in existence. As reflected in the
proposed Bond Transcript of Proceedings Index, a copy of
the order creating the District will be included in the
Bond Transcripts

The loan indebtedness is to be evidenced by "Mountain
Waterworks Revenue Bonds, Series 2005, in the amount of
91,650,000", which are secured by and payable from a
third pledge of the gross revenues of the System, and
that a sufficient portion of said gross revenues has
been ordered by the Commission to be set aside at least
semiannually and pledged to the payment of the interest
on and principal of the Current Bonds as the same become
due.

The District has retained local counsel Daniel Stratton
of Pikeville, Kentucky, and bond counsel W. Randall
Jones of Rubin and Hays in Louisville, Kentucky, to
provide all legal assistance in the issuance of the
above referenced bonds. Unless agreed to the contrary
by said legal counsel, the responsibility for
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preparation of the bond transcript will be that of bond
counsel and all other documentation and requirements of
these instructions will be that of local counsel.

The submitted proposed bond ordinance, as prepared by
bond counsel, is of standard form and reflects the
conditions set out above. The terms and amounts within
the bond ordinance are to be administratively approved.
Upon such approval, bond counsel may proceed with
adoption of the ordinance as he deems

appropriately

The bond transcript is to be prepared in accordance with
the requirements of RD Instructions, and in conjunction
therewith, contain the applicable items of the suggested
index as prepared by bond counsel. Bond Counsel is
responsible for complying with Revised Article 9 and
ensuring that the government has proper security in the
Bonds. All requirements of Revised Article 9 of the
Uniform Commercial Code must be satisfied.

The following points are noted:

A. The interest rate of 4.5-: is in
accordance with 7 U.S.C. 55 1927 and 1927a, as
amended.

B. The loan is. to be issued in accordance
with RD Instruction 1780 and, in particular, 5
1780—D.

C. The submitted Loan Resolution, RUS

Bulletin 1780-27, dated January 26. 2005, and
providing for a $ 1,650,000.00 loan and a
$ 600,000.00 grant has been properly prepared
or executed.

DE The submitted Equal Opportunity
Agreement, Form RD 400-1, and Assurance
Agreement, Form RD 400-4, dated January 26,
2005, have been properly prepared and
executed.

E. The docket is to contain a properly
completed and executed Association Water or
Sewer System Grant Agreement, Form RD 1942-31,
dated on or subsequent to the date of the loan
resolution.



Mountain Water Di -ict
October 13, 2005
Page 3

F ~ Pending the issuance of the incumbency
certificate at closing, the docket is to
contain a certified list of the commissioners
of the District showing their respective
offices and terms.

G. The docket and transcript are to contain
copies of the certificate of convenience and
necessity from the Public Service Commission
in accordance with the provisions of KRS
278.020.

H. The docket and transcript are to contain
copies of the resolution and, if applicable,
amendments thereto establishing the rates,
rules and regulations of the system which have
been approved administratively. Said rates
are to be in accord with statutory
requirements of the Public Service Commission
as set out at. KRS 278.030 and KRS 278.160
through KRS 278.190. The rates are to be
published pursuant to KRS 424.270.

I. Property evidence has been submitted in
the form of Preliminary Title Opinions
describing existing fee simple and easement
property vested in the District. One
particular opinion expresses concern as to the
proper owner of the property. We recommend
that this point be clarified to the best of
the examiner's ability prior to closing.

1) Should any additional real property
be acquired, the docket is to contain
title evidence thereon.

2) The docket and bond transcript are
to contain a final title opinion
inclusive of the date of closing as any
property subsequently obtained. As bonds
are being issued, such opinion is not to
be prepared on Form RD 427-10, Final
Title Opinion, as it is inappropriate.
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J. The submitted Right-of-Way Certificate,
Form RD 442-21, and Opinion of Counsel
Relative to Rights-of-Way, Form RD 442-22, are
to be discarded, and new forms are to be
executed as of the date of closing.

All forms and documents to be executed on behalf of the
District are to be signed by the chairman and attested
by the secretary with the District seal affixed thereto.
Please have each officer indicate his respective office
under his signature.

All applicable requirements of RD Instructions 1780, the
requirements of the national office and any other
conditions must be complied with prior to or at the time
of closing the loan.

The certificate below must be executed by the USDA
closing officer and the attorney for the District after
all requirements herein have been met.

For final approval, there are to be submitted to this
office, after having been reviewed by the state office,
the following:

1. Certified copies of resolution and any
'amendments as to rates, rules and
regulations.

2. Loan Agreement, Form RUS Bulletin 1780-27.

3. Forms 400-1 and 400-4.

4. Grant Agreement, Form RD 1942-31.

5. Preliminary and final title opinions, as
appropriate.

6. Right-of-Way Certificate and Opinion of
Counsel Relative to Rights-of-Way, Forms
RD 442-21 and 442-22.

7. Bond transcript.
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8. Certified closing instructions.

Sincerely yours,

JARU RULEY
Acting Regional Attorney

Enclosures

cc: W. Randall Jones, Esq.

JEMA/

CERTIFICATE

We certify that all requirements of these instructions
have been met.

Date: June 22, 2007. Jd Mf'~rt>~
Attorney for the District

Date: June 22, 2007.

US DA

Date: June 22, 2007.
Bond Counsel



SAM A. BLYTHE, PRESIDENT

DAVID R. BLYTHE, VICE PRESIDENT

TELEPHONE
502-585-4616

LAW BRIEFS
FINANCIAL PRINTING
PROSPECTUSES
BOND CERTIFICATES
PUBLICATIONS
COMMERCIAL PRINTING
ENGRAVING

MESTmFrEI,e-BONTE CO.
INCORPORATED

Specialty Printers for the 4egal Profession

619 %VEST KENTUCKY STREET

LOUIsvILLRI EY. 40~+03

FAX

502-585—1236

MAILING ADDRESS

P. 0. BOX 325'I
LOUISVILLE, KY, 40201

June 20, 2007

U.S. Department of Agriculture
Rural Development Administration
771 Corporate Drive, Suite 200
Lexington, Kentucky 40503

CERTIFICATE OF PRINTING

RE: Mountain Water District, Waterworks Revenue Bonds, Series 2005, in
the amount of $1,650,000. Nine (9) Bonds, all numbered R-1 and
printed on green borders.

This certifies that the above mentioned Bonds have been prepared and printed by
Westerfield-Bonte Co., and that all work on these Bonds has been executed entirely on the

premises of Westerfield-Bonte Co.

This issue was printed in full compliance with requirements of the U.S. Department
of Agriculture.

This also certifies that only the amount of Bonds shown above has been printed and

delivered as instructed.

Sincerely,

Sam A. Blythe, Jr.
President
Westerfield-Bonte Co.

Job f89958
SAB/ins
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ATTQRjNEYS AT LA%~

Telephone (502) 569-7525 Tele''ax (502) 569-7555 www.rubinhays.corn

RJLtt'z~n K Hey~
ntucky Home Trust Building, 450 South Thircl Street, Louisville, Kentucky 40202-1910

CHARLES S. ivIUSSON
NV. RANDALL JONES
CHRISTIAN L. JUCKETT

June 22, 2007

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the

principal amount of $1,650,000 (Lower John's Creek Water Project)

We have acted as Bond Counsel in connection with the issuance by the Mountain Water

District of Pike County, Kentucky (the "District" ) of $ 1,650,000 of its Mountain Water District

Waterworks Revenue Bonds, Series 2005 (the "Current Bonds" ), dated as of the date of this Legal

Opinion, bearing interest at the interest rate specified in the Current Bonds, payable semiannually

on January 1 and July 1 of each year, with principal amounts falling due on January 1 in each of the

respective years, 2008 through 2045, inclusive.

Said Current Bonds are issued pursuant to Chapters 58 and 74 of the Kentucky Revised

Statutes and a Bond Resolution (the "Current Bond Resolution" ) duly adopted by the Commission

ofthe District. for the purpose of financing the cost ofextensions, additions and improvements to the

existing waterworks system (the "System" ) of the District.

We have examined the transcript of proceedings of the District in connection with the

issuance of the Current Bonds and the executed single, fully registered bond, numbered R-l,
representing the total authorized principal amount of said Current Bonds, as issued and delivered,

and an executed counterpart of the Current Bond Resolution.

Based on such examination, we are of the opinion that the Current Bonds are valid and

legally binding and enforceable upon the District according to the import thereof and rank on a parity

as to security and source ofpayment with the outstanding: (i) Mountain Water District Waterworks

Revenue Bonds of 1993,dated June 7, 1994 (the "1993Bonds" ) authorized by a Resolution adopted

by the District on March 18, 1993 (the "1993Bond Resolution" ); (ii) Mountain Water District

Waterworks Revenue Bonds, Series 1995,dated August 10, 1995 (the "1995Bonds") authorized by
a Resolution adopted by the District on July 19, 1995 (the "1995Bond Resolution" ); (iii) Mountain

Water District Waterworks Revenue Bonds, Series 1997,dated October 2, 1997(the "1997Bonds" ),
authorized by a Resolution adopted by the District on September 24, 1997 (the "1997 Bond
Resolution" ); (iv) Mountain Water District Waterworks and Sewer Refunding Revenue Bonds,
Series 1998,dated January 12, 1999(the "1998Bonds" ), authorized by a Resolution adopted by the

District on October 28, 1998 (the "1998 Bond Resolution" ); (v) Mountain Water District
Waterworks Revenue Bonds, Series 2001, dated July 26, 2002 (the "2001 Bonds" ), authorized by



a Resolution adopted by the District on October 31, 2001 (the "2001 Bond Resolution" ); and (vi)

Mountain Water District Waterworks Revenue Bonds, Series 2004, dated May 20, 2004 (the "2004

Bonds" ), authorized by a Resolution adopted by the District on April 28, 2004 (the "2004 Bond

Resolution" ) [hereinafter the 1993 Bonds, the 1995 Bonds, the 1997 Bonds, the 1998 Bonds, the

2001 Bonds and the 2004 Bonds shall be collectively referred to as the "Prior Third Lien Bonds" and

the 1993 Bond Resolution, the 1995 Bond Resolution, the 1997Bond Resolution, the 1998 Bond

Resolution, the 2001 Bond Resolution and the 2004 Bond Resolution shall be collectively referred

to as the "Prior Third Lien Bond Resolution" ];but subject to the vested rights and priorities in favor

of the owners of the outstanding: (i) Mountain Water District Waterworks Revenue Bonds of 1988,

dated March 17, 1988 (the "1988Bonds" ), authorized by a Resolution adopted by the District on

February 25, 1988 (the "1988Bond Resolution" ); (ii) Mountain Water District Waterworks Revenue

Bonds of 1989, Series B, dated June 20, 1990 (the "1989Bonds" ), authorized by a Resolution

adopted by the District on July 20, 1989 (the "1989Bond Resolution" ); (iii) Mountain Water District

Waterworks Revenue Bonds of 1990, dated February 11, 1992 (the "1990Bonds" ), authorized by

a Resolution adopted by the District on January 10, 1991 (the "1990Bond Resolution" ) [hereinafter

the 1988 Bonds, the 1989Bonds and the 1990Bonds shall be collectively referred to as the "Prior

First Lien Bonds" and the 1988 Bond Resolution, the 1989 Bond Resolution and the 1990 Bond

Resolution shall be collectively referred to as the "Prior First Lien Bond Resolution"]; and the

outstanding Kentucky Inf'rastructure Authority Loans issued in February, 1992, June, 1994, June,

1998, January, 2002 and June, 2002 (the "KIA Loans" ) and that the Current Bonds and the Prior

Third Lien Bonds are secured by and are payable &om a third pledge of the gross revenues of the

System, and that a sufficient portion of said gross revenues has been ordered by the Commission to

be set aside at least semiannually and pledged to the payment of the interest on and principal of the

Prior Third Lien Bonds and the Current Bonds as the same become due. We express no opinion

concerning the sufficiency of such revenues for that purpose.

The District has reserved the right to issue additional bonds ranking on a parity as to security

and source ofpaymentwith the Prior Third Lien Bonds and the Current Bonds; ifnecessary in order-

to complete the aforesaid extensions, additions and improvements to the System. The District has

also reserved the right to issue additional parity bonds to finance future extensions, additions and/or

improvements to the System, provided the necessary showings as to the earnings coverage required

by the Prior Third Lien Bond Resolution and Current Bond Resolution are in existence and properly

certified.

Based on current rulings and official interpretations, and assuming that the District complies

with certain covenants contained in the Current Bond Resolution made with respect to compliance

with the provisions of the Internal Revenue Code of 1986, as amended (the "Code"), including a

covenant to comply with any and all requirements as to rebate (and reports with reference thereto)

to the United States of America as to certain investment earnings on the proceeds of the Current

Bonds, we are of the opinion that: (1)interest on the Current Bonds is excludable &om gross income

for federal income tax purposes; (2) the Current Bonds have been validly designated as "qualified

tax-exempt obligations" by the District pursuant to the provisions of Section 265(b)(3) of the Code;

(3) the Current Bonds are an issue of "state or local bonds" which are not "private activity bonds"

within the meaning of Section 103 of the Code; (4) interest on the Current Bonds is not included as

an item of tax preference in calculating the alternative minimum tax for individuals; (5) interest on



the Current Bonds may be taken into account in the computation of certain taxes that may be
imposed with respect to corporations, including, without limitation, the branch profits tax on foreign

corporations, the effect on certain Subchapter S Corporations with excess passive income, and other
tax consequences to certain insurance companies; (6) interest on the Current Bonds will be included
in adjusted current earnings when calculating the alternative minimum taxable income of
corporations; (7) an individual who owns any of the Current Bonds may be required to include in

gross income a portion ofhis or her social security or railroad retirement payments; (8) any taxpayer
(individuals or corporations) owning the Current Bonds mayhave collateral tax consequences ifthey
are deemed to have incurred orhave continued to incur indebtedness to purchase or carry tax-exempt
obligations; (9) interest on the Current Bonds is exempt &om Kentucky income taxes; and (10) the

principal of the Current Bonds is exempt f'rom ad valorem taxation by the Commonwealth of
Kentucky and all of its political subdivisions.

No opinion is expressed regarding other federal income tax consequences caused by the

receipt of interest on the Current Bonds.

It is to be understood that the rights ofthe holders ofthe Current Bonds and the enforceability
of the Current Bonds and the Current Bond Resolution may be subject to bankruptcy, insolvency,
reorganization, moratorium and other similar laws affecting creditors'ights heretofore or hereafter

adopted to the extent constitutionally applicable and that their enforcement may also be subject to
the exercise ofjudicial discretion in appropriate cases.

It is provided in the Consolidated Farm and Rural Development Act that ifthe Current Bonds
are sold out of the Agricultural Credit Insurance Fund or out of the Rural Development Insurance
Fund as an insured loan, the interest thereon paid to an insured owner shall be included in the taxable
income of such owner.



FINAL TITLE OPINION
AS TO WATERWORKS PROJECT

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $1,650,000 (Lower John's Creek Water Project).

I, Daniel Stratton, Attorney at Law, Pikeville, Kentucky, representing the Mountain Water
District of Pike County, Kentucky (the "District" ), certify:

1. That I have investigated and ascertained the location of the various sites of major
structures and installations, if any, to be constructed in connection with certain proposed extensions,
additions and improvements (the "Project") to the existing waterworks system of the District (the
"System" ), together with all rights-of-way and easements necessary in connection with the
construction of the Project and in connection with the continued ownership and operation of the
System.

2. That I have examined the records of the ownership of said sites and I am of the opinion
that said District now owns fee simple title to all of said sites and that said title is &ee and clear of
all liens and encumbrances which might adversely affect the right of the District to the use of the
same in operation of the System, subject to the encumbrances referred to in Paragraph 12 hereof.

3. That I have further examined the right-of-way instruments, permits and/or licenses
obtained from landowners, public bodies and public utilities.

4. That Ihave taken cognizance of the fact that the District possesses the power ofeminent

domain which would enable it to perfect title to any pertinent easements and/or rights-of-way as to
which its title might be defective, and that the cost of perfecting any such title is considered to be
negligible in view of the fact that in virtually every instance the easement or right-o f-way improves,
rather than damages, the value of the property, by reason of bringing the System to such property;-
and accordingly, if and to any possible extent that the District does not have adequate title to such
easements and/or rights-of-way for the purpose desired, the District can, in my opinion, obtain such
easements and/or rights-of-way, either through negotiation or through the exercise of the power of
eminent domain, without exceeding the funds available.

5. That Ihave examined the instruments creating the aforesaid easements and/or rights-of-

way and that it is my opinion that said instruments are valid as to form and substance for thepurpose
intended, although I have not examined the title records as to each of such easements and/or rights-
of-way and express only a limited opinion as to the title thereto, based on such limited examination
as set out herein.

6. That based on and subject to the foregoing, I am of the opinion that the District now
owns the necessary permanent rights-of-way and easements for ingress to and egress &om the
aforesaid sites and the necessary permanent rights-of-way and/or easements for water lines to and

from said sites, connecting with the mains and lines extending throughout the System, and that the
District has sufficient legal title and interest in said sites, rights-of-way and easements to permit the



construction ofthe necessary facilities thereon as heretofore completed and/or as now contemplated
and to permit the operation and maintenance of such facilities thereon during the estimated life of
such facility or facilities by the District after the completion of construction.

7. That the District has acquired the necessary permits, &anchises and authorizations or
other instruments by whatsoever name designated, &om public utilities and public bodies,
commissions or agencies, authorizing the construction, operation and maintenance of the facilities
upon or across streets, roads, highways, railroads and public utilities, whenever and wherever the
same are affected.

8. That a right-of-way map, as furnished by the District, shows the location and distribution
of all land and rights-of-way acquired by the District and/or necessary to be acquired by the District
in connection with the Project. Attention is called to certified copies of all deeds for said rights-of-

way and easements over adjacent properties, for the purpose of ingress to and egress &om said site
locations; also the necessary permits &om the Department of Highways of the Commonwealth of
Kentucky and f'rom Pike County, Kentucky, insofar as the same affect the roads, streets, highways
and other properties belonging to them. These exhibits were furnished with a preliminary certificate
and opinion (RD Form 442-22) in connection with the financing of the Project.

9. That in that connection, I have conferred with Summit Engineering, Inc., the Engineers

employed by the District in connection with the Project, concerning the lines set out in said map and

concerning the sites necessary, according to said Engineers, for the construction of the Project; that

I have satisfied myself that I am thoroughly familiar with the lines and sites required by said map and

by the Engineers for the construction of said Project, and that subject to possible exceptions as to

title, referred to in Paragraph 2 hereof, I am satisfied that the District has obtained deeds of
easements and/or rights-of-way and/or sites required by the District, as set out in said map, and

according to information furnished to me by the Engineers, as being necessary for the construction

of said Project. I have also discussed with the Engineers the need for being furnished prompt and

accurate information as to the legal descriptions ofany and all easements, rights-of-way and/or sites,

as may be required in connection with any approved change-orders with reference to the Project
which may be issued during the course of construction.

10. That the estate and interest of the District in such sites, easements and rights-of-way are

legal and valid, and that all deeds, conveyances and documents pertaining to or evidencing

ownership or other rights in any interests in land which will or may be utilized by or for the Project
or which may be required in connection therewith have been duly recorded as required by law in the

office of the Pike County Clerk in Pikeville, Kentucky.

11. That I have examined the various records of Pike County, and other pertinent

proceedings, documents and showings and have consulted with officials of the District concerning
the title of the District to its existing waterworks System; and that it is a matter of common
knowledge and in no way controverted by such records that the District is the owner of its existing
waterworks System.



12. That the title of the District to all of the sites, rights-of-way and/or easements referred
to herein and to the existing System is encumbered by a lien on and an exclusive pledge of the
revenues ofthe System, for the benefit of the owners of the outstanding bonds ofan authorized issue
of $ 1,650,000 of Mountain Water District Waterworks Revenue Bonds, Series 2005 (the "Current
Bonds" ), which lien and pledge were created or made by the District as security for the issuance of
said Current Bonds.

13. That there are no taxes or assessments now delinquent or becoming delinquent relative
to or affecting any sites, easements and/or rights-of-way pertaining to the System.

14. That the Proj ect has been and is being constructed in a manner which is consistent with
the comprehensive area water plan, is in compliance with all applicable zoning laws, and is not
inconsistent with any development plans of the Commonwealth ofKentucky, Pike County, or any
multijurisdictional area in which the District is located.

15. That no controversy or litigation is pending, prayed or threatened, involving the creation,
organization, existence or boundaries of the District, or the title of any of its officers to their
respective positions, or the validity of the Current Bonds, as issued, or the power and authority of
the District to construct the Project, to own and operate the System as a revenue-producing
undertaking, and to provide and apply adequate revenues therefrom for the full and prompt payment
of the principal of and interest on the Current Bonds and that none of the proceedings or authority
for the issuance of the Current Bonds has been repealed, revoked, rescinded, modified, changed or
altered in any manner.

IN TESTIMONY WHEREOF, witness my signature this June 22, 2007.

Daniel Stratton, Esq
Attorney at Law

Pikeville, Kentucky



Morgan Keegan 8, Company, Inc.
Suite 2050
AEGON Center
400 West Market Street
Louisville, Kentucky 40202
502/589-7979
WATS 800/260-0280

Members New York Stock Exchange, Inc.

hliorgan Keegan

June 22, 2007

Ms. Trish Varney
Mountain Water District
VIA FA CSIMILE (606) 63I-3087

RK: Mountain Water District, EentuclrY Rural Water Finance Corporation Loans

Dear Ms. Varney:

This letter is regarding the loan payoff for the above referenced loans. Based on a payoff date of June 22, 2007, the

amount due to the Kentucky Rural Water Finance Corporation is $2,180,300.32.

Principal
Plus: Accrued Interest (1)
Less: Interest Earnings
Total

Loan Pavoffs
Loan ¹1

$1,466,618.01
115,078.33
(47.744.57)

$1.533.951.77

Loan ¹2
$635,000.00

15,675.83
<4.327.281

$646.348.55

Total Payoff $2,180,300.32

(1)Accrued Interest is calculated &om November 28, 2005 through June 22, 2007 on Loan ¹1 and

from December 15, 2006 through June 22, 2007 on Loan ¹2. Daily accrued interest equals

$300.28. Ifpayment is not received on the above referenced payoff date, please add daily accrued

interest to the total and notify me as soon as possible as to the new payoff date.

When USDA-RD Automatic Clearing House funds have been received by the District's Bank, the payoff amount

($2,180,300.32)should be wired to Regions Bank at the following address no later than the established closing date:

Wire Pavoff:
Regions Bank
Birmingham, Alabama
ABA¹: 062-005-690
For Credit to Account¹ 0300000701, Trust Dept Checking

Reference: Kentucky Rural Water Finance Corporation
Attention: Mr. Wally Duke (615) 770-4359

Should you have any questions, please give me a call at (502) 560-1274. Thank you.

Sincerely,

is/9Yicft„9i'pederer

Nick Roederer

Enclosure

CC: Mr. Ronnie Brooks —USDA —Rural Development —via electronic mail:ronnie. broolrskv. usda. eov

Mr. Randy Jones —Rubin & Hays- via electronic mail/ wriones(Rrubinhavs.corn

Mr. Gary Larimore —KRWFC —via electronic mail/ r.larimoreSIrrwa.ore

Mr. Wally Duke —Regions Bank —via electronic mail:wallace.dukeQreeions.corn



Mountain Water District (Loan 41)
Loan 4238
Start Date
End Date
Total Loan Amount

Month Draws Loan Rate Interest Balance
1,650,000.00

Inv. Rate

A-1 Note issue

11/28/05
06/22/07

1,650,000.00
Earnings

11/28/05
12/28/05
01/24/06
02/17/06
03/29/06
04/02/06
04/27/06
06/02/06
06/27/06
07/31/06
08/30/06

183,939.10
10,836.86
99,392.25
77,768.63
81,389.33

0.00
142,731.95
210,284.17
227,107.61
186,237.95

0.00

4.10%
4.10%
4 1Q'/

4.10%
4.10%
4 10%
4.40%
4.40%
4.40%
4 4p%
4.40%

0.00
0.00
0.00
0.00
0.00

23,301.67
0.00
0.00
0.00
0.00

29,846.67

1,466,060.90
1,455,224.04
1,355,831.79
1,278,063.16
1,196,673.83
1,196,673.83
1,053,941.88

843,657.71
616,550.10
430,312.15
430,312.15

3.65%
3.65%
3.65%
3.65%
3.65%
3.65%
4.73%
4.73%
4.73%
4.73%
4.73%

0.00
4,459.27
3,836.13
3,161.72
5,442.42

363.99
3,930.74
4,846.67
2,771 ~ 18
2,754.27
1,696.15

08/30/06
10/01/06
12/01/06
03/28/07
04/02/07
04/27/07
06/01/07
06/22/07

1,239,573.65
0.00
0.00

140,977.89
0.00

64,699.62
41,252.65

0.00

1,486,503.81

4.60%
4 GP%
4 GQ'/

4 GQ%

4 GP%
4.70%
4.70%
4 70%

0.00
0.00
0.00
0.00

44,696.67
0.00
0.00

17,233.33

61,930.00

410,426.35
410,426.35
410,426.35
269,448.46
269,448.46
204,748.84
163,496.19
163,496.19

5.05%
5 05%
5.05%
5.05%
5.05%
4.95%
4.95%
4.95%

0.00
1,784.78
3,454.42
6,736.12

151~ 19
926.23
957.20
472.10

14,482.04

Loan Payoff 1,533,951.77 I



Mountain Water District (Loan ¹2)
Loan ¹258
Start Date
End Date
Total Loan Amount

Month Draws Loan Rate interest Balance
650,000.00

Inv. Rate

A-1 Note Issue

12/15/06
06/22/07

650,000.00
Earnings

12/1 5/06
01/1 0/07
01/26/07
03/01/07
03/28/07
04/02/07
05/01/07
06/22/07

128,042.38
28,523.23

301,524.89
119,652.42
57,257.08

0.00
0.00
0.00

635,000.00

4 60%
4 6P%
4.60%
4 60'/
4.60%
4.60%
4.70%
4.70%

0.00
0.00
0.00
0.00
0.00

8,886.94
0.00

6,788.89

15,675.83

521,957.62
493,434.39
191,909.50
72,257.08
15,000.00
15,000.00
15,000.00
15,000.00

5.05%
5.05%
5.05%
5.05%
5.05%
5.05%
4 95%
4.95%

0.00
1,830.48
1,107.49

942.22
273.67

8.42
59.81

105.19

4,327.28

I Loan Payoff 646 348.55 I



RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT REGARDING
THE SERVICE OF FUTURE CUSTOMERS BUILDING STRUCTURES IN
A DESIGNATED FLOODPLAIN.

WHEREAS, the Board of Commissioners (the "Commission" ) of the Mountain Water
District (the "District" ), is in the process of arranging to finance the construction of extensions,
additions and improvements to the existing water system (the "System" ) of the District; and

WHEREAS, the Rural Development of the Department ofAgriculture of the United States
ofAmerica (the "RD")has conditionally agreed to purchase a bond issue of the District designated
as "Mountain Water District Waterworks Revenue Bonds, Series 2005" (the "Bonds") in the
principal amount of $1,650,000; and

WHEREAS, the RD has issued a Letter of Conditions to the District (the "Letter of
Conditions" )which sets forth the requirements the District must meet in order for the RD to purchase
the Bonds; and

WHEREAS, said Letter ofConditions requires the District to adopt a Resolution specifying
that the District will deny water service to a future customer wishing to build on or develop property
located within a designated floodplain, or in the alternative, the customer must provide evidence and

a justification for approval by the District and RD officials that there are no other alternatives to
construction or development within the designated floodplain.

NOW, THEREFORE, THE BOARD OF COMMISSIONERS OF THE MOUNTAIN
WATER DISTRICT DOES -RESOLVE AS..FOLLOWS:

Section 1. Floodplain Restriction. That pursuant to the Letter of Conditions, the District
hereby agrees that it will deny water service to any future customer wishing to build on or develop

property within a designated floodplain, or in the alternative, such customer must provide evidence

and a justification for approval by the District and RD officials that there are no other alternatives

to construction or development within the designated floodplain. The District must be a participant
in the National Flood Insurance Program and the customer or developer must obtain the required

permits prior to the tap-on restrictions being waived.

Section 2. Severabilitv. That if any clause, provision, paragraph or section of this
Resolution be ruled void or unenforceable by any court of competent jurisdiction, the remainder

thereof is intended to be adopted and shall be in full force and effect notwithstanding.



Section 3. All Former Provisions in Conflict Repealed: Effective Date of Resolution.
That all resolutions, motions or parts thereof, insofar as same may be in conflict herewith, are

repealed, and this Resolution shall take effect from and after its passage and approval as provided

by law.

Adopted and approved on this October 26, 2005.

MOUNTAIN WATER DISTRICT

Chairperson

Attest:

ggPdcretazy

CERTIFICATE OF SECRETARY

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

Mountain Water District, that the foregoing Resolution is a true copy of a Resolution duly adopted

by the District at a meeting held on October 26, 2005 and that said Resolution appears as a matter

of public record in the official records of said District.

I further certify that said meeting was duly held in accordance with all applicable

requirements of Kentucky law, including KRS 61.810,61.815,61.820 and 61.825, that a quorum

was present at said meeting, that said Resolution has not been modified, amended, revoked or:
repealed, and that same is now in full force and effect.

IN WITNESS WHEREOF, I have hereto set my hand as Secretary of the District and the

official Seal of the District on this October 26, 2005.

Secretary

(Seal of District)



820 Construction Co., Inc.
91 Hillcrest Drive

Pikeville, Kentucky 41501

June 22, 2007

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $ 1,650,000 (Lower John's Creek Project).

Dear Mr. Brooks:

The undersigned certifies that we have this date been paid by the Mountain Water District
(the "District" ), for all work performed by us in connection with a project (the "Project") consisting
of extensions, additions and improvements to the existing waterworks system of the District, in
accordance with our Contract with the District and in accordance with statements submitted by us
to the District.

We further certify that all suppliers and subcontractors, if any, to whom payment was due
from us in connection with such Project have been paid to date in full, in accordance with our
contracts with them and in accordance with statements submitted to us by them.

Dated this June 22, 2007.

H20 Construction Co., Inc.

By

9 C.I 3 o E)]
Title
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Stratton, Hogg 4 Maddox, P.S.C,
P.O. Box 1530

Pikeville, Kentucky 41502-1530

June 22, 2007

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $1,650,000 (Lower John's Creek Project).

Dear Mr. Brooks:

I have this date been paid by Mountain Water District (the "District" ) the sum of
$ /J <2..~+,which represents payment to me of 80% of all Basic Legal Fees and 90% of all

Additional Legal Fees to:which I am entitled for legal services rendered by me in connection with

the financing and construction ofextensions, additions and improvements to its existing waterworks

system, in accordance with our Legal Services Agreement with the District and according to the

amounts stipulated therein, leaving a balance of $ /d2 1-~~ to be paid to us when such

construction is completed.

Daniel Stratton, Esq.



SUMMIT ENGINEERING, INC.
120 Prosperous Place, Suite 101

Lexington, Kentucky 40509

June 22, 2007

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal

amount of $1,650,000 (Lower John's Creek Project).

Dear Mr. Brooks:

This is to certify that as of this date, we have been paid by the Mountain Water District (the
"District" ), the sum of $ K5't, g qq.oo, which constitutes payment to us of all sums to which we are

entitled for services rendered by us to date in connection with the construction ofa proj ect consisting

of extensions, additions and improvements to the existing waterworks system of the District,

according to our Agreement for Engineering Services with the District.

Dated this June 22, 2007.

Summit Engineering, Inc.

By



RU &Jt)1'. 4 Hey~
ntucky Home Trust Building, 450 South Third Street, Louisville, Kentucky 90202-1-'}10

Telephone (502) 56)-7525 Teletav (50'2) 569-7555 www.ruhinhays.corn

CHARLES S. kIUSSON
KV. RANDALL JONES
CHRISTIAI I I . JUCKETT

June 22, 2007

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal

amount of $1,650,000 (Lower John's Creek Project).

Dear Mr. Brooks:

We have this date been paid by the Mountain Water District (the "District" ) the sum of
$7,600.38,which, when added to the $8,031.05paid to us on November 8, 2005, represents payment

to us of all sums to which we are entitled for. legal services rendered by us in connection with the

financing and construction of extensions, additions and improvements to the existing waterworks

system of the District,- in accordance with our Legal Services Agreement with the District, and

according to the amounts stipulated therein.

Sincerely,

Rubin k Hays

By
W. Randa nes



CERTIFICATE OF ENGINEERS

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $1,650,000 (Lower John's Creek Water Project).

We, Summit Engineering, Inc., Pikeville, Kentucky, hereby state that we are Engineers
experienced in the field of waterworks engineering and of recognized reputation in said field, and

that we have been duly employed by the Mountain Water District of Pike County, Kentucky (the
"District" ), in connection with the preparation of plans, designs and specifications for the

construction of extensions, additions and improvements (the "Project") to the existing waterworks

system (the "System" )of the District, which Project is being financed by the issuance of$1,650,000
of Mountain Water District Waterworks Revenue Bonds, Series 2005 (the "Current Bonds" ) and

other funds.

We state that we have consulted with Daniel Stratton, Esq., Pikeville, Kentucky (the "Local

Counsel" ), who has been employed by the District in connection with the Project, that we have

examined (a) the attached "Final Title Opinion for Waterworks and Sewer Project" (the "Title

Opinion" ), signed by said Local Counsel, and the attached printed "Preliminary Title Opinion" (RD
Form 1927-9), signed by said Local Counsel; (b) the separate "Opinion of Counsel Relative to

Rights-of-way" (RD Form 442-22), signed by said Local Counsel; (c) the descriptions of the sites

and easements referred to in said Title Opinion and in said RD Forms and (d) the right-of-way map

specifically referred to in said Title Opinion, and we state further as follows:

1. That all of the sites of major structures and installations of the Project lie or will lie

within the boundaries of the properties as to which the title of the District is certified in said Title

Opinion and in said RD Forms, copies of which have been forwarded to us, and/or on the public

rights-of-way for which a permit &om the appropriate agency has been obtained.

2. That all of the remaining parts of the Project, have been, can and/or will be constructed,

to the extent that such construction requires our approval (a) within the boundaries of the easements

and rights-of-way established in said right-of-way map and/or (b) within the boundaries of the

easements and rights-of-way which, according to the documents referred to above, have heretofore

been obtained or contracted for by the District or can be obtained by the District by purchase or

condemnation; or in the beds ofhighways, streets and alleys, or in other public ways duly dedicated

to public use, and with respect to which the District has obtained the necessary permits and/or has

the power and right to order said construction therein.

3. That the District has entered into contracts for the construction of the Project; that

construction of the Project has proceeded with due diligence, and will continue to proceed hereafter

to completion with due diligence; that construction ofthe Project will be completed within less than

three years &om said date of commencement of construction; and that it is reasonably anticipated

that at least 95% of the funds available, i.e., spendable proceeds of the Current Bonds, will be

expended on the costs of construction of the Project within less than three years Rom the date of
delivery of the Current Bonds.



4. That we have conferred with said Local Counsel concerning the lines set out in said map

and concerning the sites necessary for the Project and have satisfied ourselves that said Local

Counsel has been informed by us and is aware ofthe need for obtaining (a) deeds of easement and/or

rights-of-way as to all such easements and/or rights-of-way; and (b) deeds as to any and all sites

deemed by us to be necessary in order to assure completion of the Project, as planned.

5. That we have also discussed with said Local Counsel our awareness of the need, if
authorized by the District, to furnish said Local Counsel prompt and accurate information as to the

legal descriptions of any and all easements, rights-of-way and/or sites, as may be necessary or

required in connection with approved change-orders or other relocations which maybe issued during

the course of construction. We state that we will not knowingly approve construction of facilities

of the Project on sites or in rights-of-way without first being assured by said Local Counsel that the

appropriate legal title and/or legal right-of-way has been obtained.

6. That to the best of our knowledge, the Project has been and/or can be completed in

accordance with the plans and specifications prepared and approved by us within the boundaries of

the aforesaid sites, easements and/or rights-of-way, and, to the best of our knowledge, has been

and/or can be completed in accordance with the construction contracts duly awarded by the District,

at a cost which is within the funds made available to the District and by the District as set out above,

based on the information available at this time and the projected final costs for the Project.

7. We certify that the prime Contractors fiom whom the District should obtain statements

as to all work performed by such Contractors being paid for in full according to their contracts, at

the time ofdelivery of the Current Bonds issued to finance the cost (not otherwise provided) of such

Construction Project, are (i)BP Pipeline, HC 76, Box 838, Quincy, Kentucky 41166;and (ii) Patriot

Construction, 35 Darius Sullivan Road, Lick Creek, Kentucky 41540.

8. That in our opinion there are structures in the one hundred (100)year flood plain in the

current Project; however the elevations of said structures meet the regulations of the Division of

Water as to construction in a flood plain.

IN TESTIMONY WHEREOF, witness our signature to the foregoing this June 22, 2007.

Summit Engineering, Inc.
Consulting Engineers

By
Re(istered Professional

Engineer, State of Kentucky

No. /» ~>



CERTIFICATE OF RECEIPT OF BOND PROCEEDS
AND BOND DELIVERY

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $1,650,000 (Lower John's Creek Water Project).

The undersigned Acting Chairperson and Acting Secretary of the Mountain Water District
(the "District" )ofPike County, Kentucky, for and on behalf ofsaid District, do hereby acknowledge
receipt ofa wire transfer &om the Rural Development ofthe Department ofAgriculture ofthe United
States of America (the "RD"), in payment for the purchase and delivery of a certain single, fully
registered Bond of said District, entitled "Mountain Water District Waterworks Revenue Bonds,
Series 2005" (the "Current Bonds" ), in the face amount of$1,650,000,numbered R-1, dated the same
date as the date of this Certificate.

We further certify that the Current Bonds have been lawfully issued and sold by the District
and delivered to the purchaser on the date hereof.

IN TESTIMONY WHEREOF, witness our official signatures and the corporate seal of said
District on this June 22, 2007.

MOUNTAIN WATER DISTRICT

t' Chairperson

(Seal of District)

Attest:

A ting Secretary



ARBITRAGE CERTIFICATE

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $1,650,000 (Lower John's Creek Water Project).

1. General. (a) The undersigned is the Acting Chairperson ofthe Mountain Water District
(the "Issuer" ) of Pike County, Kentucky.

(b) This Certificate is executed for the purpose of establishing the reasonable
expectations of the Issuer as to future events regarding the Mountain Water District Waterworks
Revenue Bonds, Series 2005 {the "Bonds") in the aggregate principal amount of $1,650,000
authorized pursuant to a Resolution(the "Bond Resolution" )adopted by the Board ofCommissioners
of the Issuer in order that the Bonds are not "arbitrage bonds" under Section 148 of the Internal

Revenue Code of 1986, as amended (the "Code").

(c) The Issuer has not been notified ofany listing or proposed listing ofthe Issuer by the

Internal Revenue Service as an issuer that may not certify its bonds.

(d) The undersigned is one of the officers of the Issuer delegated with the responsibility
of issuing and delivering the Bonds.

(e) To the best of the knowledge, information and belief of the undersigned, the

expectations contained in this Certificate are reasonable.

(fj The facts and estimates in this Certificate are based on representations made by
Summit Engineering, Inc. (the "Engineers" ) employed by the Issuer to prepare the plans and

specifications and to supervise the construction ofthe Project defined in Section 2 hereof. The Issuer

is not aware of any facts or circumstances that would cause it to question the accuracy of the

representations made by the Engineers.

2. Purpose of the Bonds. (a) The Bonds are being issued for the purpose of providing

funds (not otherwise provided) (i) for the permanent financing of the costs of extensions, additions

and improvements (the "Project") to the existing waterworks system(the "System" )ofthe Issuer, and

(ii) for the costs of issuance of the Bonds.

(b) Upon the completion of the acquisition, construction and equipping of the Project,
the Project will be owned and operated by the Issuer.

3. Sources aud Disbursement of Fuads The Bonds have been sold to Rural Development

(the "RD")at par ($1,650,000). The Bonds will be delivered to the RD on the date ofthis Certificate

upon payment by the RD of such purchase price with no accrued interest. Accordingly, the net

amount received by the Issuer &om the sale of the Bonds will be $1,650,000 (the "Net Proceeds" ).



(b) The Net Proceeds of the Bonds along with the other available moneys described
above for the Project will be expended on the acquisition, construction, renovation, improvement
and equipping ofthe Project and said moneys will be deposited in the Construction Fund (as defined

in the Bond Resolution) for construction of the Project and for the payment of the costs of issuance
of the Bonds.

(c) The Issuer has entered into a contract with a third party for the construction,

renovation, improvements and equipping of the Project obligating an expenditure equal to or in

excess of $100,000.

(d) Such construction, renovation, improvement and equipping of the Project will

proceed with due diligence to completion.

4. The Bonds. The receipts and disbursements with respect to the Bonds, including

issuance costs and accrued interest, are or will be detailed in Requisition Certificates signed by the

Issuer and the Engineers.

5. Construction Fund. Amounts deposited in the Construction Fund and earnings with

respect to such amounts will be expended for the payment ofthe balance ofcosts ofthe Project prior

to the date of completion of the Project. Pending such expenditure, such monies will be invested

without restriction as to yield.

6. Sinkine Fund. Money deposited in the Sinking Fund will be used to pay the principal

of and interest on the Bonds, and the Issuer reasonably expects that there will be no other funds that

will be so used. The Sinking Fund is a fund that is used primarily to achieve a proper matching of
revenues and debt service within each bond year; Money deposited in the Sinking Fund will be used

within thirteen (13) months &om the date of deposit for the payment of debt service on the

outstanding Bonds and, except for an amount equal to not more than the greater of (a) one-twelfth

(I/12) ofdebt service requirements of the Bonds for the then ensuing year; or (b) one year's earnings

on the Sinking Fund, the Sinking Fund will be depleted annually through such application for current

debt service requirements of the Bonds. Amounts held in the Sinking Fund will be invested without

being limited as to the maximum permissible rate of investment return.

7. Operation and Maintenance Fund. The Bond Resolution ratifies and confirms the

creation of an Operation and Maintenance Fund. The moneys in the Operation and Maintenance

Fund may be used to pay certain expenses related to the operation and maintenance of the System.

Amounts deposited in the Operation and Maintenance Fund will not be reasonably expected to pay
the principal of and interest on the Bonds. Amounts held in the Operation and Maintenance Fund

will be invested without being limited as to the maximum permissible rate of investment return.

8. Depreciation Fund. (a) TheBondResolutionratifies and confirms the creationofa
Depreciation Fund. The moneys in the Depreciation Fund may be used to pay the costs ofunusual

or extraordinary maintenance, repairs, renewals and replacements to the System or ofpaying the cost



of constructing future extensions, additions and/or improvements to the System which will either
enhance its revenue-producing capacity or will provide a higher degree of service.

(b) Moneys on deposit in the Depreciation Fund may be used, when necessary, for the
purpose of making payments ofprincipal and interest on the Bonds, but such amounts will not be
reasonably expected to pay the principal and interest on the Bonds. There will be no assurance that
such amounts will be available to meet debt service on the Bonds if the Issuer encounters financial
difficulty. Amounts held in the Depreciation Fund will be invested without being limited as to the
maximum permissible rate of investment return.

9. No Reolacement. No portion of the amounts received &om the sale of the Bonds will
be used as a substitute for other funds which were otherwise to be used to finance the Project, and
which have been or will be used to acquire, directly or indirectly, obligations producing a yield in
excess of the yield on the Bonds.

10. No Overissuance. Taking into account other available funds, the amount necessary to

provide, or reimburse the Issuer, for payment of expenses of issuing and carrying the Bonds and

financing the Project, equals or exceeds the Net Proceeds of the Bonds and income thereon.

11. No Other Obligations. No other governmental obligations have been or will be issued

by the Issuer or any other entity(a) at substantially the same time as the Bonds (b) pursuant to a plan

of financing common with that ofthe Bonds and (c)which either will be paid Rom substantially the

same source of funds as the Bonds or will have substantially the same claim to be paid &om

substantially the same source of funds as the Bonds.

To the best ofmy knowledge and belief, there are no facts, estimates or circumstances other

than those expressed herein that would materially affect the expectations herein expressed, and, to
the best of my knowledge and belief, the Issuer's expectations are reasonable.

Dated June 22, 2007.

MOUNTAIN WATER DISTRICT

By(
P(Pcting Chairperson



CERTIFICATE OF EXECUTION) NO LITIGATION
AND OF OUTSTANDING BOND ISSUES

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $1,650,000 (Lower John's Creek Water Project).

We, the undersigned, Acting Chairperson and Acting Secretary, do hereby certify that we
are the officers of the Board of Commissioners (the "Commission" ) of the Mountain Water District
(the "District" ), constituting the governing body of said District, in Pike County, Kentucky.

1. That pursuant to all legal requirements, including the Bond Resolution duly adopted by
said Commission, there have been heretofore lawfully authorized the negotiable "Mountain Water
District Waterworks Revenue Bonds, Series 2005" (the "Current Bonds" ), in the aggregateprincipal
amount of $1,650,000, in the form of fully registered bonds, as such purchaser(s) may determine,
bearing interest Rom the date thereof, which is the same date as the date of this Certificate.

2. That pursuant to the provisions of said Bond Resolution, the purchaser thereof, Rural
Development of the Department of Agriculture of the United States of America (the "RD"), duly
elected to take delivery of said Current Bonds in the form of a single fully registered bond,
representing the total authorized issue of Current Bonds, in the principal amount of $1,650,000,
dated as of the date of this Certificate, which is the date ofdelivery of and payment for said Current

Bonds, payable to the registered owner (initially the RD), numbered R-l, bearing interest at the rate
of 4.125% per annum. Interest on the Current Bonds is payable semiannually on January 1 and

July 1, with principal installments being payable on January 1 in each of the respective years, 2008
through 2045, inclusive, as set out in the maturity schedule contained in said Bond Resolution.

3. That said Current Bond has been executed with the genuine signatures ofthe undersigned
Chairperson and Secretary, with the corporate seal (the "Seal") of the District duly affixed to said
Current Bond by one of us who was then and is now duly authorized to affix said Seal to said
Current Bond, and that at that time, atrue impression ofsaid Seal was duly affixed to this Certificate
at the place indicated below.

4. That on the date of execution of this Certificate we were, and now are, the duly
appointed, qualified and acting officials indicated in this Certificate, and that we were and now are
duly authorized to execute the same.

5. That said Current Bonds rank on a parity with the outstanding Prior Third Lien Bonds
(as defined in the Current Bond Resolution), and are subject to the vested rights and priorities in
favor of the owners ofthe Prior First Lien Bonds and the KIA Loans (as defined in the Current Bond
Resolution.

6. The Prior First Lien Bonds, KIA Loans, Prior Third Lien Bonds and the Current Bonds
represent the only issues of bonds (the "Outstanding Bonds") or obligations of said District
outstanding which by their terms are in any manner secured by or payable fi'om the revenues of the
District's waterworks system (the "System" ) as of the date hereof.



7. That no controversy or litigation is pending, prayed or threatened involving the creation,
organization, existence or boundaries of said District, or the title of any of its officers to their
respective positions, or the validity of the Current Bonds, or the power and authority of the District
(l) to construct extensions, additions and improvements to its existing System; (2) to own and
operate the System, including said extensions, additions and improvements as a revenue-producing
undertaking; and (3) to provide and apply adequate revenues &om the System for the full and prompt
payment of the principal of and interest on the aforesaid Outstanding Bonds, on a parity, and for the
cost of operation and maintenance of the System, and that none of the proceedings or authority for
the issuance of said Current Bonds has been repealed, revoked, rescinded, modified, changed or
altered in any manner.

IN TESTIMONY WHEREOF, we have hereunto affixed our respective official signatures

and the Seal of said District, this June 22, 2007.

MOUNTAIN WATER DISTRICT

By
gctj@Chairperson

(Seal of District) Acting Secretary

CERTIFICATION OF ATTORNEY FOR DISTRICT

I, Daniel Stratton, Esq., hereby certify that I am Local Counsel for the Mountain Water

District, that I have read the foregoing Certificate of Execution, No Litigation and of Outstanding

Bond Issues, and that all of the facts stated therein are true to the best of my knowledge and belief.

Dated this June 22, 2007.

Daniel Stratton, Esq
Pikeville, Kentucky



CERTIFICATE AS TO OFFICIAL SEAL, INCUMBENCY
AND SIGNATURE IDENTIFICATION

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal

amount of $ 1,650,000 (Lower John's Creek Water Project).

We, the undersigned Acting Chairperson and Acting Secretary of the Mountain Water

District (the "District" ) of Pike County, Kentucky, do hereby certify that the Seal affixed below is

the Official Seal of said District.

We further certify that we are the duly elected, qualified and acting officers of said District,

as indicated by our signatures set out below; that the following signatures are our true and genuine

signatures; and that our terms of office are as hereinafter set out:

Signatures

Begllllllilg 0f
Term Date

Expiration of
Term Date

Te s, Acting Chairperson

08/01/2002 07/31/2010

John Co 'ns cting Secretary

08/01/2003 07/31/2010

We further certify that the other members of the Commission and their terms are as follows:

Commissioner

Beginning of
Term Date

Expiration of
Term Date

Mike Litafik

Toni Akers

Earl Sullivan

08/01/2005

08/01/2002

08/01/2005

07/31/2009

07/31/2007

07/31/2009

(Seal of District)



MEMO AS TO PRE-CLOSING

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $1,650,000.

1. The pre-closing conference took place on November 8, 2005, at 11:00A.M., E.S.T.,at
the District's office in Pikeville, Kentucky, and each person present signed the List of Signatures.

2. The requirements of the Rural Development (the "RD") Letter of Conditions and the
Closing Instructions were discussed.

3. Matters pertaining to railroad crossings, County road easements, U.S. Highway
easements and Kentucky Department of Transportation Utility Access Permits were resolved.

4. The procedure for the payment of funds out of interim financing proceeds was double-
checked with the Mountain Water District (the "District" ) and the RD, and it was ascertained that
the District had established the "Mountain Water District Waterworks Construction Account" (the
"Construction Account" ), at Community Trust Bank, N.A., Pikeville, Kentucky (the "Depository
Bank" ), pursuant to Section 301 of the Bond Resolution..

Written approval of the Engineers will not be required for payment of items not under the
jurisdiction of the Engineers, consisting of administrative costs such as legal fees, land acquisition
and related items, in which instances such amounts shall be disbursed upon the issuance of a
Requisition Certificate signed by the Chairperson with written approval of the RD.

To the extent that such amounts on deposit in the Construction Account exceed $100,000
at any time, such Construction Account will be collateralized by a valid pledge ofU.S. obligations.

The approving legal opinion ofBond Counsel as to interim financing was handed to the RD
and Kentucky Rural Water Finance Corporation, Bowling Green, Kentucky(the "Interim Financing
Bank" ), and a copy of same was placed in the Transcript.

5. An Operating and Management Plan had been prepared and approved by the District and

approved by the RD, and a copy was obtained to be placed in the Transcript.

6. Evidence of the following had been or was obtained and placed in the Transcript:

(a)
(b)

(c)

Execution of Fidelity Bond of Treasurer.
Insurance, including real property insurance on above-ground structures,
liability insurance, builders'isk insurance and Worker's Compensation.
Signing of color-coded map.



FINAL TITLE OPINION
AS TO WATERWORKS PROJECT

Re: Mountain Water District Waterworks Revenue Bonds, Series 2005, in the principal
amount of $1,650,000.

I, Daniel Stratton, Attorney at Law, Pikeville, Kentucky, representing the Mountain Water
District of Pike County, Kentucky (the "District" ), certify:

1. That I have investigated and ascertained the location of the various sites of major
structures and installations, ifany, to be constructed in connection with certain proposed extensions,
additions and improvements (the "Project") to the existing waterworks system of the District (the
"System" ), together with all rights-of-way and easements necessary in connection with the

construction of the Project and in connection with the continued ownership and operation of the

System.

2. That I have examined the records of the ownership of said sites and I am of the opinion

that said District now owns fee simple title to all of said sites and that said title is fic and clear of
all liens and encumbrances which might adversely affect the right of the District to the use of the

same in operation of the System, subject to the encumbrances referred to in Paragraph 12 hereof.

3. That I have further examined the right-of-way instruments, permits and/or licenses

obtained f'rom landowners, public bodies and public utilities.

4. That Ihave taken cognizance ofthe fact that the District possesses the power ofeminent

domain which would enable it to perfect title to any pertinent easements and/or rights-of-way as to

which its title might be defective, and that the cost ofperfecting any such title is considered to be

negligible in view of the fact that in virtually every instance the easement or right-of-way improves,

rather than damages, the value of the property, by reason of bringing the System to such property;
and accordingly, if and to any possible extent that the District does not have adequate title to such

easements and/or rights-of-way for the purpose desired, the District can, in my opinion, obtain such

easements and/or rights-of-way, either through negotiation or through the exercise of the power of
eminent domain, without exceeding the funds available.

5. That I have examined the instruments creating the aforesaid easements and/or rights-of-

way and that it is my opinion that said instruments are valid as to form and substance for the purpose
intended, although I have not examined the title records as to each of such easements and/or rights-

of-way and express only a limited opinion as to the title thereto, based on such limited examination

as set out herein.

6. That based on and subject to the foregoing, I am of the opinion that the District now

owns the necessary permanent rights-of-way and easements for ingress to and egress &om the

aforesaid sites and the necessary permanent rights-of-way and/or easements for water lines to and
fi.om said sites, connecting with the mains and lines extending throughout the System, and that the

District has sufficient legal title and interest in said sites, rights-of-way and easements to permit the



construction ofthe necessary facilities thereon as heretofore completed aud/or as now contemplated
and to permit the operation and maintenance of such facilities thereon during the estimated life of
such facility or facilities by the District after the completion of construction.

7. That the District has acquired the necessary permits, &anchises and authorizations or
other instruments by whatsoever name designated, &om public utilities and public bodies,
commissions or agencies, authorizing the construction, operation and maintenance of the facilities
upon or across streets, roads, highways, railroads and public utilities, whenever and wherever the

same are affected.

8. That a right-of-way map, as furnished by the District, shows the location and distribution

of all land and rights-of-way acquired by the District and/or necessary to be acquired by the District
in connection with the Project. Attention is called to certified copies of all deeds for said rights-of-

way and easements over adjacent properties, for the purpose of ingress to and egress &om said site

locations; also the necessary permits &om the Department of Highways of the Commonwealth of
Kentucky and &om Pike County, Kentucky, insofar as the same affect the roads, streets, highways

and other properties belonging to them. These exhibits were furnished with a preliminary certificate

and opinion (RD Form 442-22) in connection with the financing of the Project.

9. That in that connection, I have conferred with Kenvirons, Inc., the Engineers employed

by the District in connection with the Project, concerning the lines set out in said map and

concerning the sites necessary, according to said Engineers, for the construction of the Project; that

Ihave satisfied myself that I am thoroughly familiar with the lines and sites required by said map and

by the Engineers for the construction of said Project, and that subject to possible exceptions as to
title, referred to in Paragraph 2 hereof, I am satisfied that the District has obtained deeds of
easements and/or rights-of-way and/or sites required by the District, as set out in said map, and

according to information furnished to me by the Engineers, as being necessary for the construction

of said Project. I have also discussed with the Engineers the need for being furnished prompt and

accurate information as to the legal descriptions ofany and all easements, rights-of-way and/or sites,
as may be required in connection with any approved change-orders with reference to the Project
which may be issued during the course of construction.

10. That the estate and interest of the District in such sites, easements and rights-of-way are

legal and valid, and that all deeds, conveyances and documents pertaining to or evidencing

ownership or other rights in any interests in land which will or may be utilized by or for the Project
or which maybe required in connection therewith have been duly recorded as required by law in the
office of the Pike County Clerk in Pikeville, Kentucky.

11. That I have examined the various records of Pike County, and other pertinent

proceedings, documents and showings and have consulted with officials of the District concerning
the title of the District to its existing waterworks System; and that it is a matter of common
knowledge and in no way controverted by such records that the District is the owner of its existing
waterworks System.



12. That the title of the District to all of the sites, rights-of-way and/or easements referred
to herein and to the existing System is encumbered by a lien on and an exclusive pledge of the
revenues ofthe System, for the benefit of the owners ofthe outstanding bonds of an authorized issue
of $ 1,650,000 of Mountain Water District Waterworks Revenue Bonds, Series 2005 (the "Current
Bonds" ), which lien and pledge were created or made by the District as security for the issuance of
said Current Bonds.

13. That there are no taxes or assessments now delinquent or becoming delinquent relative
to or affecting any sites, easements and/or rights-of-way pertaining to the System.

14. That the Project has been and is being constructed in a manner which is consistent with
the comprehensive area water plan, is in compliance with all applicable zoning laws, and is not
inconsistent with any development plans of the Commonwealth ofKentucky, Pike County, or any
multijurisdictional area in which the District is located.

15. That no controversy or litigation is pending, prayed or threatened, involving the creation,
organization, existence or boundaries of the District, or the title of any of its officers to their
respective positions, or the validity of the Current Bonds, as issued, or the power and authority of
the District to construct the Project, to own and operate the System as a revenue-producing
undertaking, and to provide and apply adequate revenues there&om for the full and prompt payment
of the principal of and interest on the Current Bonds and that none of the proceedings or authority
for the issuance of the Current Bonds has been repealed, revoked, rescinded, modified, changed or
altered in any manner.

IN TESTIMONY WHEREOF, witness my signature this November 8, 2005.

8a ir'D ~
Daniel Stratton, Esq.
Attorney at Law

Pikeville, Kentucky



ATTACHMENT TO FINAL TITLE OPINION
ON GEORGIA ADAMS, ET, AL, PROPERTY, DRY FORK

JOES CREEK, PIKE COUNTY, KENTUCKY

The final title opinion on Georgia Adams, ET, AL, Property, Dry Fork Joes Creek, Pike County,
Kentucky is subject to the following exception:

The reference deed in Deed Book 64, Page 539, as recorded on June 30, 1930 in the Pike County
Court Clerk's Office is a deed to David Adams and J.D.Adams, Jr. Other than certain gas leases,
this examiner could find no out conveyances of the surface by either J.D. Adams or David Adams,
Jr. Neither was there an affidavit of decent or a will recorded for either person.

In a collateral document with Johns Creek Coal, which was a release thatreferenced the same source
oftitle as referenced above, we discovered that the following individuals had interest as listed below:

Georgia Adams
Elizabeth Adams, deceased by Bill Maynard, Administrator
Tony Adams
James Adams
Larry Adams
Doran Kazee

3/8
1/8
1/8
1/8
1/8
1/8

Mountain Water District has obtained a right-of-way easement from all of the above named
individuals. Based on interviews with these individuals it appears there were no affidavits of
descents or wills for David Adams or J.D.Adams, nor was anyone interested in doing any. The tax
bill goes to Georgia Adams. This examiner has no basis upon which to render an opinion that these
individuals own the subject property, but it appears that they may. Accordingly, this opinion is
limited by the provisions of this attachment. If, in the event, there are other heirs then Mountain
Water District can condemn the property if they cannot obtain an easement. In the alternative the
portable tank on the property can be relocated.



USDA
Rural
Development

United States Department of Agriculture
Rural Development
Morehead Area Office

November 8, 2005

Mr. Gary Larimore
Kentucky Rural Water Finance Corporation
P 0 Box 1424
Bowling Green, KY 421 02-1424

RE: Mountain Water District
Rural Development Commitment of Permanent Financing

Dear Mr. Larimore:

Reference is made to a request from the Mountain Water District, Ms. Toni Akers, Chairperson, for
interim financing &om your bank to expand its water system at the interest rate and terms and

conditions agreed upon, as reflected in the attached copy of your letter.

This letter is to confirm certain understandings on behalf of the USDA Rural Development

Final plans and specifications have been prepared and approved, bids have been taken, and the
District has awarded the contract to the qualified low bidder. It has been de'ternuned by the District
and USDA Rural Development that the conditions of the loan closing can be met.-

Funds in the amount of $ 1,650,000.00have been obligated for the project, as evidenced by the
attached documentation.

It is proposed by the District with the approval of the USDA Rural Developinent that the Corporation
advance funds in accordance with the agreed terms and conditions stated in your attached letter, as
needed to pay for construction and other authorized and legally eligible expenses incurred by the
District. It must be understood that advances of the interim loan funds will be made only upon
presentation ofproper statements and partial payment estimates prepared by the contractor, approved
for payment by the. District's engineer, their District's authorized representative, and the authorized

official of the USDA Rural Development.

The loan will be scheduled for cIosing by USDA Rural Development when construction to be
financed by the RD loan funds is substantially complete in accordance with the RD approved contract
documents, drawings, and specifications. At that time, funds not exceeding the RD loan amount will

220 West First Street, Morehead, KY 40351
Phone: (606) 784-6447 ~ Fax: (606).784-2076 ~ TDD: (858) 224-7422 Web: http:lfwww.rurdev.usda.gov/ity

Committed to the future of rural communities

"USDA is an equal opportunity provider, employer and lender."
To file a complairlt of discdimination writs USDA, Director, Office of Civil Rights,

1400 tndeoehrthhhe AUrahllrl elhi uvnil l > nr nnnhn n ~ ~



be available to pay off the amount of loan advance your lending institution has made for authorized

approved purposes, including accrued interest to the date of closing.

Prior to loan closing, the District will also be required to provide USDA Rural Development with
statements &om the contractors, engineer and attorneys that they have been paid to date in
accordance with their contract or other agreements and subcontractors have been paid.

USDA Rural Development appreciates your assistance to the District and the community and looks
forward to working with you on this project.

If there any questions, please contact Elwood Howe, Area Specialist at 606-784-6447, Ext. 112.

Sincerely,

or Jimmy H. Hall
Area Director

enclosure

CC: Rural Development State Director
ATTN: Community Programs

Mountain Water District
Rubin k Hays
Summit Engineers
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Kentucky Home Trust Building, 450 South Third Street, Louisville, Kentucky 40202-1410
Telephone (5LI2) 569-75 5 Telef'ax (502) 569-7555 xvww.rubInhays.corn

CHARLES S. iWILISSON
W. RAiiIL>ALL JONES
CHRISTIAN L. JLICKETT

OPINION OF BOND COUNSEL

November 8, 2005

Loan Agreement by and between Kentucky Rural Water Finance Corporation

and the Mountain Water District, dated as of November 8, 2005

We hereby certify that we have reviewed and are familiar with the proceedings of the Board
of Commissioners (the "Governing Authority" )of the Mountain Water District (the "Governmental

Agency" ), in connection with the authorization, execution and delivery of a Loan Agreement

between the Kentucky Rural Water Finance Corporation, (the "Corporation" ) and the Governmental

Agency, dated November 8, 2005 (the "Loan Agreement" ) and the form of the Loan Notes &om the

Governmental Agency to the Corporation (the "Loan Note" ) evidencing the loan in the amount not

to exceed $1,650,000being issued by the Corporation to the Governmental Agency pursuant to the

Loan Agreement and the Loan Note to provide interim financing (the "Loan") for the construction

of a project (the "Project") consisting of improvements to the waterworks system of the

Governmental Agency (the "System" ); and the proposed issuance of bonds by the Governmental

Agency in the amount of $ 1,650,000, to be dated the date of the issuance thereof (the "Bonds") to

repay the Loan and provide permanent financing for the Project.

Our examination of such proceedings included (a) the proceedings of the Governing
Authority adopting a resolution authorizing the Loan Agreement (the "Resolution" ) (b) the

proceedings of the Governing Authority adopting legislation authorizing the Bonds (the "Bond
Legislation" );and (c) the proceedings ofthe Governing Authority accepting the successful bid ofthe
United States Department of Agriculture, Rural Development (the "RD") for the purchase of the
Bonds.

Based upon our examination of the aforesaid proceedings, we are of the opinion that the
Governmental Agency has a valid contract with the RD, in which the Governmental Agency has
agreed to sell and RD has agreed to purchase Bonds at par, and that the Bonds, when issued in
accordance with the aforesaid proceedings, will be valid and legallybinding upon the Governmental
Agency and will be secured by and payable Rom a pledge of the gross revenues of the System.



Based upon our review of such proceedings and applicable laws, it is our opinion that the
Loan Agreement has been validly authorized, executed and delivered by and on behalf of the

Governmental Agency.

The rights and remedies of the Corporation under the Loan Agreement may be limited by any

applicable bankruptcy, insolvency, reorganization, or similar laws, or judicial decisions affecting the

rights ofcreditors generally, and by the application ofequitable principles where equitable remedies
are sought.

This opinion letter is issued to, and solely for the benefit and reliance of, the Corporation and

may not be relied upon by any persons other than the Corporation.

Respectfully Submitted,

A



OPINION OF COUNSEL

Stratton, Hogg 4 Maddox, P.S.C.
P.O. Box 1530

Pikeville, Kentucky 41502-1530

November 8, 2005

Kentucky Rural Water Finance Corporation

Bowling Green, Kentucky
The Bank ofNew York
Cincinnati, Ohio

Loan Agreement by and between Kentucky Rural Water Finance Corporation
and the Mountain Water District dated as ofNovember 8, 2005

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to the practice oflawinthe
Commonwealth ofKentucky aud is legal counsel to the Mountain Water District (the "Governmental

Agency" ). I ain familiar with the organization and existence of the Governmental Agency and the

laws of the Commonwealth applicable thereto. Additionally I am familiar with the project (the

"Project") with respect to which the Loan Agreement (the "Loan Agreement" ) by and between the

Kentucky Rural Water Finance Corporation ("Corporation" ) and the Governmental Agency is being

authorized, executed and delivered and the Loan Notes (the "Loan Note" ) Rom the Governmental

Agency to the Corporation is being authorized, and which may be executed and delivered.

I have reviewed the form ofLoan Agreement, the Loan Note, the resolution or ordinance of
the Governmental Agency authorizing the execution and delivery ofsaid Loan Agreement and Loan

Note and the plans, designs and specifications prepared by the Engineers for the Governmental

Agency with respect to the Project.

Based upon my review I am of the opinion that:

(I) The Governmental Agency is a duly organized and existingpolitical
subdivision or body politic of the Commonwealth of Kentucky validly existing under the

Constitution and statutes of the Commonwealth of Kentucky.

(2) The Loan Agreement and the Loan Note have been duly executed and

delivered by the Governmental Agency and is a valid and binding obligation of the

Governmental Agency enforceable in accordance with their terms, except to the extent that

the enforceability thereof may be limited by equitable principles and by bankruptcy,

reorganization, moratorium, insolvency or similar laws heretofore or hereafter enacted

relating to or affecting the enforcement of creditors rights or remedies generally.



(3) The Governmental Agencyhas all necessarypower and authority to enter into,

perform and consummate all transactions contemplated by the Loan Agreement and the Loan

Note, and to execute and deliver the documents and instruments to be executed and delivered

by it in connection with the construction of the Project.

(4) The execution and delivery ofthe Loan Agreement and the Loan Note and the

performance by the.Governmental Agency of their obligations thereunder does not and will

not confhct with, violate or constitute a default under any court or administrative order,

decree or ruling, or any law, statute, ordinance or regulation, or any agreement, indenture,

mortgage, lease, note or other obligation or instrument, binding upon the Governmental

Agency, or any of its properties or assets. The Governmental Agency has obtained each and

every authorization, consent, permit, approval or license of, or filing or registration with, any

court or governmental department, commission, board, bureau, agency or instrumentality,

or any specifically granted exemption &om any ofthe foregoing, that is necessary to the valid

execution, delivery or performance by the Governmental Agency ofthe Loan Agreement and

the Loan Note.

(5) To the best of my knowledge after due inquiry there is no action, suit,

proceedings or investigation at law or in equity before any court, public board or body

pending or threatened against, affecting or questioning (i) the valid existence of the

Governmental Agency, (ii) the right or title ofthe members and officers of the Governmental

Agency to their respective positions, (iii) the authorization, execution, delivery or

enforceability of the Loan Agreement, the Loan Note or the application of any monies or

security therefor, (iv) the construction of the Project, or (v) that would have a material

adverse impact on the ability of the Governmental Agency to perform its obligations under

the Loan Agreement or the Loan Note.

(6) None of the proceedings taken by the Governmental Agency forthe

authorization, execution or delivery of the Loan Agreement or the Loan Note has or have

been repealed, rescinded, or revoked.

(7) All proceedings and actions of the Governmental Agency with respect to

which the Loan Agreement or the Loan Note is to be delivered were had or taken at meetings

properly convened and held in substantial compliance with the applicable provisions of
Sections 61.805 to 61.850of the Kentucky Revised Statutes.

Very truly yours,



UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY

MOUNTAIN WATER DISTRICT
WATERWORKS REVENUE BOND ANTICIPATION NOTE

Dated: November 8, 2005 $1,650,000

For value received, the Mountain Water District (the "Issuer" ), acting by and through its
Board of Commissioners (the "Governing Body"), hereby acknowledges itself indebted to and

promises to pay to the order of:

KENTUCKY RURAL WATER FINANCE CORPORATION

the principal sum of

ONE MILLION SIX HUNDRED FIFTY THOUSAND DOLLARS ($1,650,000)

on or before September 1, 2006, with interest thereon payable on the date of maturity (or prior

prepayment) &om the date hereof at the Interest Rate (hereinafter defined).

This Note represents the authorized aggregate principal amount of $ 1,650,000, authorized

to be issued by the Issuer for the purpose of obtaining funds to finance on an interim basis the cost
(not otherwise provided) of the construction of extensions, additions and improvements to the

existing waterworks system -(the "System" ) of the Issuer, pending the issuance and delivery of
$1,650,000 ofMountain Water District Waterworks Revenue Bonds, (the "Bonds"), authorized by
the Bond Resolution of the Governing Body of the Issuer (the "Bond Legislation" ), the proceeds of
which Bonds will be supplemented by certain federal grants (the "Grants" ) as set forth and accepted
in the Bond Legislation. The United States of America, acting through Rural Development (the
"RD"),has agreed to purchase said Bonds.

For the purpose of this Note, the terms set forth below shall be defined as follows:

"Adjusted Interest Rate" shall mean the interest rate per annum, adjusted f'rom time to time
on each Interest Rate Conversion Date, determined and calculated by the Remarketing Agent, that

is necessary to cover the interest costs on the Notes and the administrative fees, expenses and costs
of the Program, including but not limited to the costs incurred in issuing the Loan and the Notes
issued to fund the Loan; provided however that the Adjusted Interest Rate shall not exceed 6.00%
per annum.

"Business Day" means any day other than a Saturday, a Sunday, a day on which banking
institutions in the State of Kentucky or the State of New York are required to be made or the

principal corporate trust office of the Trustee is located are closed as authorized or obligated by law
or administrative order or a day on which the New York Stock Exchange is closed.

"Interest Rate" shall mean 4.10%per annum accruing &om the date ofthis Loan Agreement



to the next succeeding Interest Rate Conversion Date and thereafter &om the Interest Rate

Conversion Date to the earlier of the next succeeding Interest Rate Conversion Date or the Maturity

Date at the Adjusted Interest Rate.

"Interest Rate Conversion Date" shall mean the first Business Day ofeach April and October

beginning on the first Interest Rate Conversion Date succeeding the date of this Loan Agreement.

"Rernarketing Agent" shall mean Morgan Keegan & Co., Inc.

This Note is a special obligation of the Issuer, payable solely from the proceeds of the sale

of the Bonds, the proceeds of said Grants, and, &om the income and revenues to be derived &om the

operation ofsaid System, which Bond proceeds, Grants and revenues are hereby irrevocably pledged

to the payment of this Note, as authorized by said Bond Legislation.

This Note is issued pursuant to Chapters 58 and 74 of the Kentucky Revised Statutes (the

"Act") and in anticipation of the issuance of the aforesaid Bonds and the receipt of the aforesaid

Grants and revenues, and neither this Note, nor the interest hereon, constitutes or evidences an

indebtedness of the Issuer.

It is hereby certified that the proceeds of this Note will be disbursed in accordance with the

Bond Legislation, authorizing the issuance ofBond Anticipation Notes, and that the proceeds of this

Note will be subject to all of the conditions of said Bond Legislation.

It is further certified that the undersigned is the Chairperson of said Issuer, that he is duly

authorized to execute this Note on behalf of said Issuer, and that this Note represents a liability of
said Issuer only, payable out of the first proceeds of said sources, herein above mentioned, and that

the undersigned, by executing this Note, does not become personally and/or individually liable

hereon as his personal or individual debt.

IN WITNESS WHEREOF, said Mountain Water District, in the Commonwealth of
Kentucky, by its Governing Body, has caused this Note to be executed by the Chairperson of said

Issuer and its Corporate Seal to be hereunto affixed, on the date of this Note, which is November 8,

2005.

Mountain Water District

By
Chairperson

(Seal of Issuer)



RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT APPROVING
AND AUTHORIZING A LOAN AGREEMENT WITH THE KENTUCKY
RURAL WATER FINANCE CORPORATION

WHEREAS, the Board of Commissioners ("Governing Authority" ) of Mountain Water
District, ("Governmental Agency" ) has previously determined that it is in the public interest to
acquire and construct certain facilities and improvements to the Governmental Agency's Waterworks
System (the "Project"); and

WHEREAS, the Governmental Agency desires the Kentucky Rural Water Finance
Corporation (the "Corporation" ) to act as its agency and instrumentality for the purpose ofproviding
monies to construct the Project and has made an application to the Corporation therefore; and

WHEREAS, in order to obtain such monies, the Governmental Agency is required to enter
into a Loan Agreement with the Corporation;

NOW, THEREFORE, BE IT RESOLVED by the Governing Authority ofMountain Water
District, as follows:

SECTION 1. That the Governing Authority hereby requests to the Corporation to act as its
agency and instrumentality in obtaining interim financing and hereby approves and authorizes the
Loan Agreement between the Governmental Agency and the Corporation substantially in the form
on file with the Governmental Agency for the purpose of providing the necessary financing to the
Governmental Agency for the Project and the Loan Note f'rom the Governmental Agency to the
Corporation in the amount not to exceed $ 1,650,000.

SECTION 2. That any officer of the Governmental Agency be and hereby is authorized,
directed and empowered to execute necessary documents or agreements, and to otherwise act on
behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at the earliest time provided by law.



Adopted on October 26, 2005.

MOUNTAIN WATER DISTRICT

By ~
Chairperson

Attest:

By
+8'cretary

CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

Mountain Water District; that the foregoing is a full, true and correct copy of a Resolution adopted

by the Governing Authority of said District at a meeting duly held on October 26, 2005; that said

official action appears as a matter ofpublic record in the official records or Journal ofthe Governing

Authority; that said meeting was held in accordance with all applicable requirements ofKentucky

law, including KRS 61.810,61.815,61.820and 61.823;that a quorum was present at said meeting;
that said official action has not been modified, amended, revoked or repealed and is now in full force
and effect.

IN TESTIMONY WHEREOF, witness my signature this 26'" day of October, 2005.

Secretary





LOAN AGREEMENT

By and Between

KENTUCKY RURAL WATER FINANCE CORPORATION

MOUNTAIN WATER DISTRICT

dated November 8, 2001
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LOAN AGREEMENT

This Loan Agreement made and entered into as ofthe 8th day ofNovember, 2001 (the "Loan

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

corporation instrumentality of the various entities of the Conunonwealth of Kentucky (the
"Corporation" ) aud the Mountain Water District (the "Governmental Agency" ):

WITNESSETH

WHEREAS, the Corporation has established its Public Projects Construction Financing
Program (the "Program" ) designed to provide financing of construction to governmental entities

under which the Corporation has determined to issue under its Public Projects Construction Notes,
Series 2000, dated August 1,2000 (the "Notes")pursuant to a Trust Indenture dated as ofAugust 1,
2000 (the Indenture" ) between the Corporation and The Fifth Third Bank, trustee (the "Trustee" ),
the net proceeds ofwhich will be applied for the benefit of such governmental entities by making

Loans, pursuant to Loan Agreements for Construction of their Projects, in order to provide a
centralized source of interim construction financing and to reduce interest costs financing expenses

of such governmental entities; and

WHEREAS, the Governmental Agency has obtained a commitment for Permanent Financing
for its Project as hereinafter defined, Rom RD; and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable to
acquire, construct, and finance the Project, and the Corporation has determined that the Project is
aproject within the meaning of the Act and the Indenture, thereby qualifying for financial assistance
Rom the Corporation; and

—.-%HEREAS:RD-has-orwillappropriate-funds. in-amounts. sufficient to enable it to:honor said--=-:--—

commitments for Permanent Financing of such Projects; and

WHEREAS, the Corporation has found and determined that the construction of the Project
will be in furtherance of the purposes of the Corporation and the Governmental Agency under the

Act; and

WHEREAS, pursuant to this Loan Agreement the Governmental Agency will proceed with

the construction of the Project; and

WHEREAS, pursuant to this Loan Agreement the Governmental Agency will irrevocably

assign to the Trustee, for the benefit of the Corporation, all right, title and interest in and to monies

to be received pursuant to the Permanent Financing, which monies will be used by the Trustee to pay
principal of and interest on the Notes; and

WHEREAS, the Corporation 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 Corporation and the Governmental Agency have determined to enter into
this Loan Agreement pursuant to the terms of the Act and the Indenture and to set forth their
respective duties, rights, covenants, and obligations with respect to the construction and financing
of the Project subject to the repayment of the Loan and the interest thereon and subj ect to the terms
of the commitment for Permanent Financing;

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



ARTICLE I

DEFINITIONS

Section 1.1. Definitions. All of the terms utilized in this Loan Agreement will have the

same definitions and meaning as ascribed to them in the Act and the Indenture, which Act and

Indenture are hereby incorporated in this Loan Agreement by reference, the same as if set forth

hereby verbatim provided, however, that those definitions utilized in the Act and the Indenture

having general application are hereby modified in certain instances to apply specifically to the
Governmental Agency and its Project.

"Act" shall mean Chapter 58 of the Kentucky Revised Statutes, as amended.

"Application" means those specific details of the Project identified in Exhibit A hereto, all

of which are incorporated by reference in this Loan Agreement.

"Authorized Officer" shall mean the President, Vice-President, Treasurer or Secretary of the

Corporation, and any other of its members, officers, agents, or employees duly authorized by
resolution of the Corporation to perform the act or sign the document in question.

"Business Day" shall mean any day other than a Saturday, Sunday or other legal holiday on

which the main corporate trust office of the Trustee is closed,

"Code" shall mean the Internal Revenue Code of 1986, as amended, and shall include the

Regulations of the United States Department of the Treasury promulgated thereunder.

"Commitment Letter" means the RD Commitment Letter evidencing the approval by RD of
Permanent Pinancin~ for the Project.

"Commonwealth" or "State" shall mean the Commonwealth of Kentucky.

"Corporation" shall mean the Kentucky Rural Water Finance Corporation, a non-profit

corporation and an instrumentality of the Governmental Agency and other governmental entities.

"Costs" or "Project Costs" shall mean the costs of the Project as approved by RD including

interest during the construction of the Project.

"Engineers" means the firm ofconsulting engineers employed by the Governmental Agency
in connection with the Project identified in the Application.

"Governmental Agency" shall mean any agency or unit of government withinthe
Commonwealth, now having or hereafter granted the authority and power to finance, acquire,
construct, and operate a Project, including specifically but not by way of limitation, incorporated



cities, counties, sanitation districts, water districts, public authorities, sewer construction districts,

metropolitan sewer districts, sanitation taxing districts, and any other agencies, commissions,

districts, or authorities (either acting alone, or in combination with one another pursuant to any

regional or area compact, or multi-municipal agreement), now or hereafter established pursuant to
the laws of the Commonwealth having and possessing such described powers; aud for the purposes

of this Loan Agreement shall mean the Governmental Agency identified in the Application.

"Governmental Agency's Account" shall mean the separate accounts within the Program Fund

under the Indenture, established for each particular Project.

"Indenture" shall mean the Trust Indenture dated as of August 1, 2000, between the

Corporation and the Trustee, outstanding to which the Notes have been issued and are secured.

"Investment Earnings" shall mean interest earned on amounts on deposit in the Governmental

Agency's Account established for the Governmental Agency.

"Loan" shall mean the loan effected, pursuant to one or more draws, under this Loan
Agreement Rom the Corporation to the Governmental Agency in the principal amount set forth in

the Application, for the purpose ofde&aying the costs incidental to the Construction ofthe Project.

"Loan Agreement" shall mean this agreement made and entered into by and between a
Governmental Agency aud the Corporation, providing for a Loan to the Governmental Agency by
the Corporation, aud for the repayment thereof to the Corporation by the Governmental Agency.

"Loan Note" shall mean the notes of the Governmental Agency to the Corporation dated as

of their respective dates assigned to the Trustee representing the loan obligations of the

Governmental Agency set forth in this Loan Agreement.

"Loan Payment Date" shall mean the Business Day agreed to by the Trustee which day shall

be no more than three (3)Business Days after receipt by the Governmental Agency of the proceeds

of the Permanent Financing.

"Loan Payments" shall mean all payments to the Corporation by the Governmental Agency
under this Loan Agreement.

"Maturity Date" shall mean the Maturity Date for the Loan.

"Note" or Notes" shall mean any of the Corporation's $30,000,000 Public Projects
Construction Notes, Series 2000, dated August 1, 2000.

"Permanent Financing" shall mean bonds issued by the Governmental Agency aud delivered

to RD as purchaser.



"Person" shall mean any individual, firm, partnership, association, corporation or
Governmental Agency.

"Program" shall mean the Public Projects ConstructionFinancing Programofthe
Corporation as distinguished Rom any other programs of the Corporation.

"Project" shall mean, when used generally, an in&astructure project as de6ned in the Act,
and when used in specific reference to the Governmental Agency, the Project described in the

Application.

"RD" means the Rural Development of the United States Department of Agriculture or its

successors or assigns.

"Requisition for Funds" means the form attached hereto as Exhibit B to be utilized by the

Governmental Agency in obtaining disbursements ofthe Loan &om the Corporation as construction

of the Project progresses.

"System" shall mean the utility system owned and operated by the Governmental Agency of
which the Project shall become a part.

"Trustee" shall mean The Fifth Third Bank, Cincinnati Ohio, and its successor or successors,
and any other corporation acting at any time as Trustee under the Indenture.



ARTICLE II

REPRESENTATIONS AND WARRANTIES

Section 2.1.Representations and Warranties ofCorporation. The Corporationrepresents
and warrants for the benefit of the Governmental Agency as follows:

(A) The Corporation is anon-profit corporation and an instrumentality ofthe Governmental

Agency and other governmental entities, has all necessary power and authority to enter into, and

perform its obligations under, this Loan Agreement, and has duly authorized the execution and

delivery of this Loan Agreement.

(B) Neither the execution and delivery hereof, nor the fulfillment ofor compliance with the
. terms and conditions hereof, nor the consummation of the transactions contemplated hereby,
conflicts with or results in a breach of the terms, conditions and provisions of any restriction or any

agreement or instrument to which the Corporation is now a party or by which the Corporation is

bound, or constitutes a default under any of the foregoing.

(C) To the knowledge of the Corporation, there is no litigation or proceeding pending or

threatened against the Corporation or any other person affecting the right of the Corporation to

execute or deliver this Loan Agreement or to comply with its obligations under this Loan
Agreement. Neither the execution and delivery of this Loan Agreement by the Corporation, nor

compliance by the Corporation with its obligations under this Loan Agreement, require the approval

of any regulatory body, or any other entity, which approval has not been obtained.

(D} The authorization, execution and delivery of this Loan Agreement and all actions of the

Corporation with respect thereto, are in compliance with the Act and any regulations issued

thereunder =- .. — --. =-.—.-

Section 2.2. Representations and Warranties of Governmental Aeencv. The
Governmental Agency hereby represents and warrants for the benefit ofthe Corporation as follows:

(A) The Governmental Agency is a duly organized and validly existing Governmental

Agency, as described in the Act, with full power to own its properties, conduct its affairs, enter into

this Loan Agreement and consummate the transactions contemplated hereby.

(B) The negotiation, execution and delivery of this Loan Agreement and the consummation

of the transactions contemplated hereby have all been duly authorized by requisite action of the

governing body of the Governmental Agency.

(C) This Loan Agreement and the Loan Note has been duly executed and delivered by the

Governmental Agency and are valid and binding obligations of the Governmental Agency
enforceable in accordance with their terms, except to the extent that the enforceability thereof may



be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of

creditors'ights

or remedies generally.

(D) There is no controversy or litigation of any nature pending or threatened, in any court
or before any board, tribunal or administrative body, to challenge in any manner the authority ofthe

Governmental Agency or its governing body to make payments under this Loan Agreement or to
construct the Project, or to challenge in any manner the authority of the Governmental Agency or
its governing body to take any of the actions which have been taken in the authorization or delivery

of this Loan Agreement or the construction of the Project, or in any way contesting or affecting the

validity of this Loan Agreement, or in any way questioning any proceedings taken with respect to
the authorization or delivery by the Governmental Agency of this Loan Agreement, or the

application of the proceeds thereof or the pledge or application of any monies or security provided

therefor, or in any way questioning the due existence or powers of the Governmental Agency, or
otherwise wherein an unfavorable decision would have an adverse impact on the transactions

authorized in connection with this Loan Agreement.

(E) The authorization and delivery of this Loan Agreement and the consummation of the
transactions contemplated hereby will not constitute an event of default or violation or breach, nor
an event which, with the giving ofnotice or the passage of time or both, would constitute an event

ofdefault or violation or breach, under any contract, agreement, instrument, indenture, lease, judicial
or administrative order, decree, rule or regulation or other document or law affecting the

Governmental Agency or its governing body.

(F) Attached hereto as Exhibit D is a true, accurate and complete copy of the resolution or
ordinance of the governing body of the Governmental Agency approving aud authorizing the

execution and delivery of this Loan Agreement. Such resolution or ordinance was duly enacted or
- adopted-at-a=meeting-of-the-governing-:body- of- the.Govenunental-Agency-at-which=a'quorum-was-== =

present aud acting throughout; such resolution or ordinance is in full force and effect and has not
been superseded, altered, amended or repealed as of the date hereof; and such meeting was duly

called and held in accordance with law.

(G) All actions taken by the Governmental Agency in connection with this Loan Agreement,

the Loan Note and the Loan described herein and the Project have been in full compliance with the

provisions of the Kentucky Open Meeting Law, KRS 61.805 to 61.850.

(H) The Governmental Agency has all licenses, permits and other governmental approvals

(including, but not limited to, all required approvals of the Kentucky Public Service Commission)

required to own, occupy, operate aud maintain the Project, and to enter into this Loan Agreement,

is not in violation of and has not received any notice of an alleged violation of any zoning or land

use laws applicable to the Project, and has full right, power and authority to perform the acts and

things as provided for in this Loan Agreement.



(I) Legal counsel to the Governmental Agency has duly executed and delivered the opinion

of legal counsel substantially in the form set forth in Exhibit E hereto.

Section 2.3.Representations and Warranties ofthe Governmental Aeencv Concernine
the Commitment Letter. The Governmental Agency additionally represents and warrants that the

Governmental Agency has (i) received all approvals of RD required in connection with the

Construction of the Project, (ii) received a commitment for Permanent Financing ofits Project with

presently obligated funds on or before the Maturity Date and (iii) if the Permanent Financing is to
be provided by RD, sold its obligations representing the Permanent Financing to RD, as evidenced

by an opinion ofbond counsel.

Section 2.4. Representations Concernine the Permanent Financine. The Governmental

Agency acknowledges and agrees that the Corporation has relied upon the establishment of the

Permanent Financing by the Governmental Agency and RD, and that the Corporation and its

officers, agents and employees have made an independent investigation thereof or otherwise

attempted to verify the circumstances regarding the Permanent Financing. The Governmental

Agency further represents to the Corporation that such Permanent Financing has been established

by the Governmental Agency and RD with all due regard for the character and nature ofthe Project,
including the potential impact offoreseeable occurrences that reasonably might be expected to delay
the scheduled completion of the Project.

Section 2.5. Renresentations. Warranties and Covenants Concernine RD. If the

Permanent Financing is to be provided by RD, the Governmental Agency further represents,
warrants and covenants, as follows:

(A) The Governmental Agency is not in breach of or in default under any of the provisions
of the loan documents or any instruments, proceedings or other documentation authorizing the
issuance of-or-=securing=the-payment of--the =Permanent--Financing.

(B) The execution and delivery of the RD loan documents and the compliance with the

provisions thereof, do not and will not in any material respect conflict with or constitute on the part
of the Governmental Agency a breach of or default under any contract, agreement, instrument,

indenture or proceedings or any law, regulation, court order or consent decree to which the

Governmental Agency is now subject.

(C) The RD loan documents have been duly authorized, executed and delivered by the

Governmental Agency and are valid and binding obligations of the Governmental Agency.

(D) The Permanent Financing has been duly authorized and sold to RD pursuant to law and

shall constitute a valid and binding obligation ofthe Governmental Agency upon delivery to RD and

the payment therefor in accordance with the terms of sale.



(E) There is no action, suit, proceeding or investigation at law or in equitybefore orby any
court, public board or body known to be pending or threatened against the Governmental Agency
in any way contesting or affecting any authority for the issuance of or the validity of the Permanent
Financing or the RD loan documents or in any way adversely affecting the transactions contemplated
thereby.

(F) The Governmental Agency will comply in all respects with the terms and provisions of
the RD loan documents.

(G) The Governmental Agency will promptly remit, in accordance with the provisions of
the RD loan documents, each disbursement Rom its Governmental Agency's Account to the person
or persons to whom payment is then due and owing.

(H) The Governmental Agency will not unilaterally terminate, or enter into any agreement
to terminate, any of the RD loan documents and will give to the Corporation and the Trustee prompt
written notice, appropriately documented, of any amendment to or modification of any of the RD
loan documents.



ARTICLE III

CORPORATION'S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1. Determination of Elieibilitv. Pursuant to the terms of the Act and the

Indenture, the Corporation has determined that the Governmental Agency's Project is a project under

the Act and the Governmental Agency is entitled to financial assistance &om the Corporation in

connection with financing the Construction of the Project.

Section 3.2. Principal Amount Of Loan Established: Loan Pavments: Disbursement
ofFunds. The principal amount ofthe Loan shall be $800,000 (the "Loan Amount" ). Principal shall

be paid in full on or before December 15, 2001 (the "Maturity Date"). The Loan shall bear interest

at aper annum rate equal to 5.25%,and shall accrue on the outstanding principal. amount ofthe Loan
disbursed pursuant to one or more Loan Notes fiom the respective dates of disbursement and shall

be payable on the Loan Payment Date. The Loan shall be evidenced by the execution by the
Governmental Agency of the Loan Note and delivery and assignment thereof to the Trustee.

The proceeds ofthe Loan shall be deposited in a Governmental Agency's Account established

for the Governmental Agency. The Corporation shall disburse amounts &om such Governmental

Agency's Account as Construction of the Project progresses upon the submission by the
Governmental Agency ofa Requisition for Funds in substantially the same form as Exhibit Bhereto.

Payment ofprincipal of the Loan shall be made at the principal corporate trust office of the

Trustee on the Loan Payment Date, which date shall not be after the Maturity Date. In addition to
the payment of principal of and interest on the Loan, the Governmental Agency shall pay to the
Corporation all of the expenses and fees, including any share of investment earnings required to be
rebated to the United States ofAmerica pursuant to the Code, arising &om the making of the Loan

by the.Corporation.to.the. GovernmentalAgency: =The-Governmental. Agency=-shall receive-a=credit —— —--

against its payment of principal hereunder in an amount equal to (i) amounts remaining in its
Governmental Agency's Account on the date the Loan is paid in full and (ii) Investment Earnings.

Section 3.3, Rebate to Governmental Aeencv. Within ninety (90) days following the

payment in full of the Notes of the Corporation issued under the Indenture, the Corporation shall

rebate or cause to be rebated to the Governmental Agency a portion of the monies remaining in the

accounts held by the Trustee under the Indenture after repayment of or provision for repayment of
all necessary fees, costs and expenses of the Trustee and the Administrative Costs of the Program

(the "Rebate Amount" ), on the following basis:

(A) All interest paid on the Loans provided that if the remaining Rebate Amount is not
sufficient to rebate all interest paid on all Loans, the rebate will be equal to the

remaining Rebate Amount multiplied by a ratio whose numerator is the

Governmental Agency's Loan amount and whose denominator is the total Loan
amounts on all Governmental Agency's Accounts.
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Section 3.4. Covenant Reeardine Permanent Fin ancine. The Governmental Agency does
hereby separately covenant that if for any reason RD fails to provide the Permanent Financing by
accepting delivery thereof on or before the Maturity Date, the Governmental Agency shall continue
to pay interest on the Loan at the rate set forth in Section 3.2 &om amounts in its Governmental
Agency's Account or its own funds, as determined by the Corporation, and ifRD has not purchased
the Permanent Financing by December 15, 2001 retire the Loan on such date. Such retirement shall
be effected &om the proceeds of other temporary or Permanent Financing or other borrowing of
whatever nature or &om any other legally available funds of the Governmental Agency.

The Governmental Agency will give to the Corporation and the Trustee prompt written
notice, appropriately documented, ofany modification, suspension, termination, annulment or other
change in status of the RD commitment for Permanent Financing. In such event the Corporation
shall provide express written instructions to,the Trustee specifically detailing to the Trustee the
manner in which the duties of the Trustee under the Indenture will change as a result of such
modification, suspension, annulment or other change.
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ARTICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT;
REQUISITION FOR FUNDS

Section 4.1. Covenants of Governmental Aeencv and Conditions ofLoan. By the
execution of this Loan Agreement, the Governmental Agency agrees that prior to any requests for
the disbursement of all or a portion of the Loan made hereunder, the Governmental Agency shall

supply the Corporation, ifrequested, appropriate documentation, satisfactory to the Corporation, in
its sole discretion, indicating the following:

(A) That the Corporation aud any appropriate regulatory agency of the Commonwealth as

may be designated by the Corporation, and their respective duly authorized agents, shall have the

right at all reasonable times, subject to prior notice to the Governmental Agency, to enter upon the

Project and to examine and inspect same.

(B)All real estate and interest in real estate and all personal property constituting the Project
and the Project sites heretofore or hereafter acquired shall at all times be and remain the property of
the Governmental Agency and constitute a part of the System.

(C) In the event the Governmental Agency is required to provide financing for the Project
&om sources other than the Corporation (as described in the Application) the Corporation shall have

the right to receive such reasonable proofs as it may require of the ability of the Governmental

Agency to finance the costs of construction of the Project over and above the Loan, prior to the

disbursement by the Corporation of any portion of the Loan.

(D) The Governmental Agency shall do all things necessary to acquire all proposed and

-necessary-.sites easements:and rights =of way-...necessary-or requiredin respects the Pmject-and=::..=-.—

demonstrate its ability to construct the Project in accordance with the plans, design and

specifications prepared for the Governmental Agency by its Engineers.

(E) Actual construction and installation incident to the Project shall be performed by either

the lump-sum (fixed price) or unit price contract method, aud adequate legal methods of obtaining

public, competitive bidding will be employed prior to the awarding ofthe construction contract for
the Project in accordance with Kentucky law.

(F) Unless construction of the Project has already been initiated as of the date of this Loan

Agreement, pursuant to due compliance with state law and applicable regulations, the Project will

not be advertised or placed on themarket for construction bidding by the Governmental Agencyuntil
the anal plans, designs and specifications therefor have been approved by such state and federal

agencies and authorities as may be legally required, and until written notification of such approvals

has been received by the Governmental Agency and furnished to the Corporation.
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(G) Duly authorized representatives of the Corporation and such other agencies of the

Commonwealth as may be charged with responsibility will have reasonable access to the

construction work whenever it is in preparation or progress, and the Governmental Agency will

assure that the contractor or contractors will provide facilities for such access and inspection.

(H) The construction contract or contracts shall require the contractor to comply with all

provisions of federal and state law legally applicable to such work, aud any amendments or
modifications thereto, together with all other applicable provisions of law, to cause appropriate
provisions to be inserted in subcontracts to insure compliance therewith by all subcontractors subject
thereto, and to be responsible for the submission of any statements required of subcontractors

thereunder.

(I) A work progress schedule utilizing a method of standard acceptance in the engineering

community shall be prepared prior to the institution of construction in connection with each
construction contract, or, if construction has already been initiated as of the date of this Loan

Agreement, at the earliest practicable date, to indicate the proposed schedule as to completion ofthe

Project, aud same shall be maintained monthly thereafter to indicate the actual construction progress

of the Project,

(J)All construction contracts will be so prepared that federal participation costs, if any, and

state participation costs may be readily segregated Rom local participation costs, if any, and from

each other, and in such manner that all materials and equipment furnished to the Governmental

Agency may be readily itemized.

(K)The construction, including the letting ofcontracts in connection therewith, will conform

in all respects to applicable requirements of federal, state and local laws, ordinances, rules and

regulations.

(L) The Governmental Agency will proceed expeditiously with and complete the Project in

accordance with the approved surveys, plans specifications and designs or amendments thereto,

prepared by the Engineers to the Governmental Agency and approved by state aud federal agencies,
but only to the extent such approvals may be required.

(M) Ifrequested, the Governmental Agency will erect at the Project sites, signs satisfactory

to the Corporation noting the participation of the Corporation in the financing of the Project.

(N) Except as otherwise provided in this Loan Agreement, the Governmental Agency shall

have the sole and exclusive charge of all details of the Construction.

(0) The Governmental Agency shall keep complete and accurate records of the costs of
acquiring the Project sites and the costs ofConstruction. The Governmental Agency shall permit the

Corporation, acting by and through its duly authorized representatives, and the duly authorized

representatives of state and/or federal agencies to inspect all books, documents, papers and records
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relating to the Project at any aud all reasonable times for the purpose of audit and examination, and

the Governmental Agency shall submit to the Corporation such documents and information as such

public bodies may reasonably require in connection with the administration of any federal or state

grants.

(P) The Governmental Agency shall require that any bid for any portion of the Construction

ofthe Project be accompanied by a bid bond, certified check or other negotiable instrument payable
to the Governmental Agency, as assurance that the bidder will, upon acceptance ofsuch bid, execute
the necessary contractual documents within the required time.

(Q) The Governmental Agency shall require that each construction contractor or contractors
furnish a performance and payment bond in an amount at least equal to one hundred percent (100%)
of the contract price or the portion of the project covered by the particular contract as security for
the faithful performance of such contract.

(R) The Governmental Agency shallrequire that each ofits contractors and all subcontractors
maintain during the life of the construction contract, worker's compensation insurance, public

liability insurance, property damage insurance and vehicle liability insurance in amounts and on

terms satisfactory to the Corporation. Until the Project facilities are completed and accepted by the

Governmental Agency, the contractor, shall maintain builders risk insurance (fire and extended

coverage) on a one hundred percent (100%)basis (completed value form) on the insurable portion
of the Project, such insurance to be made payable to the order of the Corporation, the Governmental

Agency, the prime contractor, and all subcontractors, as their interests may appear.

(S)The Governmental Agency shall provide and maintain competent aud adequate resident

engineering services covering the supervision and inspection of the development and construction
ofthe Project, and bearing the responsibility ofassuring that Construction conforms to the approved

plans-,-.specifications anddesigns-pzeparedby-the. Engineers=-Suchmsident-engineer-shall certify-t

the Corporation, any involved state or federal agencies, and the Governmental Agency at the

completion ofconstruction that construction is in accordance with the approvedplans, specifications
and designs, or, approved amendments thereto.

Section 4.2. Disbursements ofLoan: Requisition for Funds. The Governmental Agency
shall submit to the Trustee a Loan Note and a Requisition for Funds during the first five days ofeach

month (or such other designated period as is acceptable to the Trustee). The Loan Note shall be in

substantially the same form as that attached to this Loan Agreement as Exhibit C and made a part

hereof and the Requisition ofFunds shall be in substantially the same form as that attached to this

Loan Agreement as Exhibit B and made a part hereof.

Upon the Corporation's receipt of the Loan Note and the Requisition for Funds, and such

additional documentation as it may require, the Corporation may direct the Trustee to remit the

amount requested to the Governmental Agency as a draw upon the Loan.
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ARTICLE V

ASSIGNMENT AND GENERAL COVENANTS
OF THE GOVERNMENTAL AGENCY

Section 5.1.Pledge and Assignment. The Governmental Agency does hereby irrevocably

assign and pledge to the Corporation and its successors or assigns, for the benefit of the owners of
all Notes issued under the Indenture, all right, title and interest of the Governmental Agency in and

to the proceeds of the Permanent Financing and all monies to be received Rom RD, as applicable,
pursuant to RD's expressed intention to provide Permanent Financing for the Project. The
Governmental Agency acknowledges and agrees that the Corporation pursuant to the Indenture has

assigned and pledged to the Trustee for the benefit aud security of the owners of the Notes all of its

rights under the provisions of this Loan Agreement and the Loan Note. Accordingly, this Loan
Agreement shall not be terminated, modified or changed by the Corporation or the Governmental

Agency except with the consent ofthe Trustee in the manner and subject to the conditions permitted

by the terms and provisions of the Indenture.

Section 5.2.Further Assurance. At any time and all times the Governmental Agency shall,

so far as it maybe authorized bylaw, pass, make, do, execute, acknowledge and deliver, all and every
such further resolutions, acts, deeds, conveyances, assignments, transfers and assurances as may be
necessary or desirable for the better assuring, conveying, granting, assigning and confirming all and

singular the rights, assets and revenues herein pledged or assigned, or intended so to be, or which

the Governmental Agency may hereafter become bound to pledge or assign.

Section 5.3. Completion of Proiect. The Governmental Agency hereby covenants and

agrees to proceed expeditiously with and promptly complete the Project in accordance with the

plans, designs and specifications prepared by the Engineers for the Governmental Agency so that

...theSermanent-Financing can be.delivered-on: or=prior=to the=Maturity--l3ate;—

Section 5.4. Tax Covenant. The Governmental Agency shall at all times do and perform
all acts and things permitted by law and necessary or desirable in order to assure such exclusion and

shall take such actions as may be directed by the Corporation in order to accomplish the foregoing.
The Governmental Agency shall not permit (i) the proceeds of the Loan to be used directly or
indirectly in any trade or business, (ii) its payments hereunder to be secured directly or indirectly by

property to be used in a trade or business, (iii) any management agreement for the operation of the

System or (iv) any federal guarantee of its obligations hereunder without the prior written consent

of the Corporation. The Governmental Agency will not acquire or pledge any obligations which

would cause the Bonds to be "arbitrage bonds" within the meaning of the Code.

Section 5.5 Accounts and Reports. The Governmental Agency shall at all times keep, or

cause to be kept, proper books of record and account in which complete and accurate entries shall

be made of all its transactions relating to the Project, which shall at all reasonable times be subject
to the inspection of the Corporation.
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Section 5.6.General. The Governmental Agency shall do and perform or cause to be done

and performed all acts and things required to be done or performed by or on behalf of the
Governmental Agency under the provisions of any agreements regarding the Permanent Financing

and under any provisions of the Act and this Loan Agreement in accordance with the terms of such

provisions.
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ARTICLE VI

EVENTS OP DEFAULT AND REMEDIES

Section 6.1. Events of Default Defined. The following will be "Events ofDefault" under

this Loan Agreement and the term "Event ofDefault" or "Default" will mean, whenever it is used

in this Loan Agreement, any one or more of the following events:

(A) Failure by the Governmental Agency to pay any Loan payments at the times

specified herein including the principal and interest due on the Loan Note.

(B) Failure by the Governmental Agency to observe or perform any covenant,
condition or agreement on its part to be observed or performed, other than as referred to in

subsection (A) of this Section, for a period of thirty (30) days after written notice specifying
such failure and requesting that it be remedied will have been given to the Governmental

Agency by the Corporation unless the Corporation agrees in writing to an extension of such

time prior to its expiration provided, however, if the failure stated in the notice cannot be
corrected within the applicable period, the Corporation will not unreasonably withhold its

consent to an extension of such time if corrective action is instituted by the Governmental

Agency within the applicable period and diligently pursued until such failure is corrected.

(C) The dissolution or liquidation of the Governmental Agency, or the voluntary

initiation by the Governmental Agency of any proceeding under any federal or state law

relating to bankruptcy, insolvency, arrangement, reorganization, readjustment ofdebt or any

other form of debtor relief, or the initiation against the Governmental Agency of any such

proceeding which will remain undismissed for sixty (60) days, or the entry by the

Governmental Agency into an agreement of composition with creditors or the failure

general~i b~e,GovcrnmcntaLAgency to=pay=its=debts:as they=become due;=-- —-————
Section 6,2. Remedies on Default. Whenever any Event ofDefault referred to in Section

6.1has occurred and is continuing, the Corporation may, without any further demand or notice, take

one or any combination of the following remedial steps:

(A) Declare all payments due hereunder, as set forth in the Schedule ofPayments to
be immediately due and payable.

(B)Exercise all the rights and remedies of the Corporation set forth in the Act.

(C) Take whatever action at law or in equity appear necessary or desirable to enforce

its rights under this Loan Agreement.
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Section 6.3. Appointment of Receiver. Upon the occurrence of an Event of Default, and

upon the filing of a suit or other commencement of Judicial proceedings to enforce the rights of the

Corporation under this Loan Agreement, the Corporation shall be entitled, as a matter ofright, to the

appointment of a receiver or receivers of the System and all receipts therefrom, pending such

proceedings, with such power as the court making such appointment shall confer; provided,
however, that the Corporation may, with or without action under this Section, pursue any available

remedy to enforce the payment obligations hereunder, or to remedy any Event ofDefault.

Section 6.4. No Remedv Exclusive. No remedy herein conferred upon or reserved to the

Corporation 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 &om time to time

and as oAen as may be deemed expedient.

Section 6.5. Consent to Powers of Corporation Under Act and this Loan Agreement.
The Governmental Agency hereby acknowledges to the Corporation its understanding of the

provisions ofthe Act aud this Loan Agreement, vesting in the Corporation certain powers, rights and

privileges in respect of the Project upon the occurrence of an Event of Default, and the

Governmental Agency hereby covenants and agrees that ifthe Corporation should in the future have

recourse to said rights and powers, the Governmental Agency shall take no action of any nature

whatsoever calculated to inhibit, nullify, void, delay or render nugatory such actions of the

Corporation in the due and prompt implementation of this Loan Agreement.

Section 6.6. 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 6.7. Aereemeut to Pav Attornevs'ees and Expenses. In the event that either

party hereto is in default under any of the provisions hereof and the nondefaulting 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 therefor to the nondefaulting party the fees of such attorneys and

such other expenses so incurred by the nondefaulting party.
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ARTICLE VII

MISCELLANEOUS PROVISIONS

Section 7.1. Approval not to be Unreasonablv Withheld. Any approval of the

Corporation required by this Loan Agreement shall not be unreasonably withheld and shall be
deemed to have been given on the thirtieth (30th) day following the submission of any matter

requiring approval to the Corporation, unless disapproved in writing prior to such thirtieth (30th)
day. Any provision of this Loan Agreement requiring the approval of the Corporation or the

satisfaction or the evidence ofsatisfaction ofthe Corporation shall be interpreted as requiring action

by an authorized officer of the Corporation granting, authorizing or expressing such approval or
satisfaction, as the case may be, unless such provision expressly provides otherwise.

Section 7.2. Effective Date. This Loan Agreement shall become effective as ofthe date first

set forth herein above and shall continue to full force and effect until the date the obligations ofthe

Governmental Agency pursuant to the provisions of this Loan Agreement have been fully satisfied.

Section 7,3. Bindine Effect. This Loan Agreement shall be binding upon, and shall inure

to the benefit ofthe parties hereto, and to any person, officer, board, department, agency, municipal

corporation, or body politic and corporate succeeding by operation of law to the powers and duties

of either of the parties hereto. This Loan Agreement shall not be revocable by either of the parties,
nor assignable by either parties without the written consent of the other party.

Section 7.4. Severabilitv. In the event that any provision of this Loan Agreement will be
held invalid orunenforceableby any court ofcompetent jurisdiction, such holding will not invalidate

or render unenforceable any other provision hereof.

, Section .'7.5..Execution in Counterparts..This'.oan=Agreement may be simultaneously

executed in several counterparts, each of which will be an original and all ofwhich will constitute

but one and the same instrument.

Section 7.6. Applicable Law. This Loan Agreement will be governed by and construed in

accordance with the laws of the Commonwealth.

Section 7.7. Captions. The captions or headings herein are for convenience only and in no

way define, liinit or describe the scope or intent of any provisions or sections of this Loan

Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Loan Agreement to be
executed by their respective duly authorized officers as of the day and year above written.

KENTUCKY RURAL WATER FINANCE
CORPORATION

By

Title

MOUNTAIN WATER DISTRICT

By
Chairperson
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EXHIBIT A

KENTUCKY RURAL WATER FINANCE CORPORATION
PUBLIC PROJECTS INTERIM CONSTRUCTION FINANCING

APPLICATION FOR INTERIM FINANCING FOR RD LOANS

Governmental Entity:

Name:

Address:

Contact Person:

Telephone Number:

Project Engineer:

Fax Number:

Name:

Address:

—:= —- .---Contact-Person.'--

Telephone Number: Fax Number:

RD District Loan Officer:

Name:

Address:

Telephone Number: Fax Number:



Bond Counsel:

Name:

Address:

Contact Person:

Telephone Number:

BriefDescription ofProject:

Fax Number:

Date ofRD Letter of Conditions:

Amount ofInterim Financing Requested:

Estimated Date of Construction Commencement (RD Pre-Closing):

Estimated Date ofConstruction Completion:

Estimated Date ofRD Final Closing:

Depository Bank for Construction Account:

Name:

Address:

Contact Person:

Telephone Number:

Wire Instructions (ifknown):

Fax Number:

Please return application and RD Letter ofConditions to:
Kentucky Rural Water Finance Corporation
3251 Spring Hollow Avenue

Bowling Green, Kentucky 42102-1424



EXHIBIT B

REQUEST FOR PAYMENT WITH RESPECT TO
KENTUCKY RUIWL WATER FINANCE CORPORATION

(PUBLIC PROJECTS CONSTRUCTION FINANCING PROGRAM)

Request No. Dated

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

From: ("Governmental Agency" )

Contact Person:

Address:

Ladies and Gentlemen:

The above identified Governmental Agency has entered into a Loan Agreement with the
Kentucky RuraLKatcxZinancaCorpmation.(thaX",orporation'=')Xor theacquisition and construction==.
of facilities described in the Loan Agreement as the "Project."

Pursuant to the Loan Agreement, we hereby certify that we have incurred the following
expenses in connection with the Project and that the Corporation'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.

Respectfully submitted,

Governmental Agency

By

Title



Certificate of Consulting Engineers as to
Payment Request

The undersigned, a duly qualified and licensed Engineer hereby certifies that he or she
represents the Governmental Agency submitting this request and that all expenses represented in this
request were duly incurred for the Construction of the "Project," and that such expenses have not
been the subject of any request for disbursement previously submitted.

Engineer/Consultant

Firm Name

By

Title

APPROVED:

Rural Development

By

Title



EXHIBIT C

UNITED STATES OF A2vKRICA
COMMONWEALTH OF KENTUCKY

REVENUE BOND ANTICIPATION NOTE

Dated:

For value received, the (the "Issuer" ), actmg by and

through its (the "Governing Body"),hereby acknowledges itself indebted

to and promises to pay to the order of:

KENTUCKY RURAL WATER FINANCE CORPORATION

the principal sum of

($

on or before December 15, 2001, with interest thereon payable on the date of maturity (or prior

prepayment) Qom the date of any respective disbursements hereunder at the rate of 5.25% per

This Note represents the authorized aggregate principal amount of $ , authorized

to be issued by the Issuer for the purpose of obtaining funds to 6nance on an interim basis the cost
(not otherwise provided) of the construction of extensions, additions and improvements to the

- existing —- systcm-(the —"System+a-the-Issuer —,pending-the=-issuance-and=- ==-—

delivery of $ of Revenue Bonds (the
"Bonds"), authorized by the Bond of the Governing Body of the Issuer, adoptedon, (the "Bond Legislation"), theproceeds ofwhich Bonds will be supplemented

by (a) certain federal grants (the "Grants" ) as set forth and accepted in the Bond Legislation and

(b) certain connection charges. The United States ofAmerica, acting through its Rural Development

(the "RD"),has agreed to purchase said Bonds.

Disbursements of the proceeds of this Note shall be made in accordance with the Loan
Agreement by and between the Issuer and the Kentucky Rural Water Finance Corporation dated the

date hereof and by the execution by the Issuer of one or more Disbursement Notes in the form

attached hereto as Exhibit A. Interest shall accrue on the amount of the disbursed proceeds &om

the date of said disbursement until the date of maturity of this Note.

This Note is a special obligation of the Issuer, payable solely &om the proceeds of the sale

ofthe Bonds, the proceeds of said Grants, and, &om the income and revenues to be derived &om the

operation ofsaid System, which Bond proceeds, Grants and revenues are hereby irrevocablypledged
to the payment of this Note, as authorized by said Bond Legislation.



This Note is issued pursuant to Chapters 58 and of the Kentucky Revised
Statutes (the "Act") and in anticipation of the issuance of the aforesaid Bonds and the receipt of the
aforesaid Grants and revenues, and neither this Note, nor the interest hereon, constitutes or evidences
an indebtedness of the Issuer.

It is hereby certified that the proceeds of this Note will be disbursed in accordance with the
Bond Legislation, authorizing the issuance ofBond Anticipation Notes, and that the proceeds ofthis
Note will be subject to all of the conditions of said Bond Legislation.

It is further certified that the undersigned is the of said Issuer, that he is duly
authorized to execute this Note and all Disbursement Notes on behalf of said Issuer, and that this
Note represents a liability of said Issuer only, payable out ofthe first proceeds ofsaid sources, herein
above mentioned, and that the undersigned, by executing this Note or any Disbursement Note, does
not become personally and/or individually liable hereon as his personal or individual debt.

IN WITNESS WHEREOF, said , in the Commonwealth
ofKentucky, by its Governing Body, has caused this Note to be executed by the ofsaid
Issuer and its Corporate Seal to be hereunto affixed, on the date of this Note, which is
20

By

Title

(Seal of Issuer)



Exhibit A to Master Note

UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY

REVENUE BOND ANTICIPATION NOTE

DISBURSEMENT NOTE

No.

(the "Issuer" ), acting by and
(the "Governing Body"), and pursuant to the Issuer's

Revenue Bond Anticipation Note, dated , in the
aggregate principal amount of $ (the "Master Note" ), requests the disbursement of
$ , which when added to the previous disbursements made pursuant to the Master Note
represents a total disbursement made as of the date of this Disbursement Note in the sum of
$

The Issuer hereby acknowledges itself indebted to and promises to pay to the order of
Kentucky Rural Water Finance Corporation the amount disbursed hereunder and any other amounts
disbursed under the Master Note, on or before the date ofmaturity of the Master Note, with interest
payable on the amount disbursed hereunder &om the date of this Disbursement Note at the rate set
forth in the Master Note.

-=--- -- -- -:::-This.Disbursement Note-shall-.be=:subject=to=the.-terms=and provisions-of the=Master--Note;.—.. —-==-

IN WITNESS WHEREOF, said Issuer, by its Governing Body, has caused this Note to be
executed by the Issuer and its Corporate Seal to be hereunto affixed, on the date ofthis Disbursement
Note, which is

By

Title



EXHIBIT D

RESOLUTION

RESOLUTION OF THE APPROVING AND
AUTHORIZING A LOAN AGREEMENT WITH THE KENTUCKY RURAL
WATER FINANCE CORPORATION

("Governing Authority" ) of
, ("Governmental Agency" ) has previously determined that it is in the

public interest to acquire and construct certain facilities and improvements to the Governmental
Agency's System (the "Project"); and

WHEREAS, the Governmental Agency desires the Kentucky Rural Water Finance
Corporation (the "Corporation" ) to act as its agency and instrumentality for the purpose ofproviding
monies to construct the Project and has made an application to the Corporation therefore; and

WHEREAS, in order to obtain such monies, the Governmental Agency is required to enter
into a Loan Agreement with the Corporation;

NOW, THEREFORE, BE IT RESOLVED by the Governing Authority of
, as follows:

SECTION 1.That the Governing Authority hereby requests to the Corporation to act as its
agency and instrumentality in obtaining interim financing and hereby approves and authorizes the
Loan Agreement between the Governmental Agency and the Corporation substantially in the form
on-file-with-the-QovernnMntal-Agency-for-the-pmpose-of-providing-the-neccssaxy-financing-to-the

Governmental Agency for the Project and the Loan Note &om the Governmental Agency to the
Corporation in the amount not to exceed $

SECTION 2. That any officer of the Governmental Agency be and hereby is authorized,
directed and empowered to execute necessary documents or agreements, and to otherwise act on
behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at the earliest time provided by law.



Adopted on

By

Title

Attest:

By

Title

CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting
of ; that the foregoing is a full, true and correct

copy ofa Resolution adopted by the Governing Authority of at a meeting
duly held on , 20; that said official action appears as a matter ofpublic record
in the official records or Journal of the Governing Authority; that said meeting was held in
accordance with all applicable requirements ofKentucky law, including KRS 61.810,61.815,61.820
and 61.823; that a quorum was present at said meeting; that said official action has not been

- =modified-;-amended-,:=revoked--or--repealed-and-is-now-in-full-force-and-effect —.

IN TESTIMONY WHEREOF, witness my signature this

7 20
day of

Title



EXHIBIT E

OPINION OP COUNSEL

[Letterhead of Counsel to Governmental Agency]

Kentucky Rural Water Finance Corporation

Bowling Green, Kentucky
Fifth Third Bank
Cincinnati, Ohio

Loan Agreement by and between Kentucky Rural Water Finance Corporation
and dated as of

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to the practice of law inthe
Commonwealth of Kentucky and is legal counsel to (the "Governmental
Agency" ). I am familiar with the organization and existence of the Governmental Agency and the
laws of the Commonwealth applicable thereto. Additionally I am familiar with the project (the
"Project") with respect to which the Loan Agreement (the "Loan Agreement" ) by and between the

Kentucky Rural Water Finance Corporation ("Corporation" ) and the Governmental Agency is being
authorized, executed and delivered and the Loan Notes (the "Loan Note" ) from the Governmental

Agency to the Corporation is being authorized, and which may be executed and delivered.

I have reviewed the form ofLoan A~cmcnt. the Loan Note the rcsnlution~rdinance of
the Governmental Agency authorizing the execution and delivery ofsaid Loan Agreement and Loan
Note and the plans, designs and specifications prepared by the Engineers for the Governmental

Agency with respect to the Project.

Based upon my review I am of the opinion that:

(1) The Governmental Agency is a duly organized and existing political
subdivision or body politic of the Commonwealth of Kentucky validly existing under the

Constitution and statutes of the Commonwealth ofKentucky.

(2) The Loan Agreement and the Loan Note have been duly executed and

delivered by the Governmental Agency and is a valid and binding obligation of the

Governmental Agency enforceable in accordance with their terms, except to the extent that

the enforceability thereof may be limited by equitable principles and by bankruptcy,

reorganization, moratorium, insolvency or similar laws heretofore or hereafter enacted

relating to or affecting the enforcement of creditors rights or remedies generally.



(3) The Governmental Agency has all necessary power and authority to enter
into, perform and consumate all transactions contemplated by the Loan Agreement and the
Loan Note, and to execute and deliver the documents and instruments to be executed and
delivered by it in connection with the construction of the Project.

(4) The execution and delivery of the Loan Agreement and the Loan Note and
the performance by the Governmental Agency of their obligations thereunder does not and
will not conflict with, violate or constitute a default under any court or administrative order,
decree or ruling, or any law, statute, ordinance or regulation, or any agreement, indenture,
mortgage, lease, note or other obligation or instrument, binding upon the Governmental
Agency, or any of its properties or assets. The Governmental Agency has obtained each and
every authorization, consent, permit, approval or license of, or filing or registration with, any
court or governmental department, commission, board, bureau, agency or instrumentality,
or any specifically granted exemption &om any of the foregoing, that is necessary to the
valid execution, delivery or performance by the Governmental Agency of the Loan
Agreement and the Loan Note.

(5) To the best of my knowledge after due inquiry there is no action, suit,
proceedings or investigation at law or in equity before any court, public board or body
pending or threatened against, affecting or questioning (i) the valid existence of the
Governmental Agency, (ii) the right or title ofthe members and officers ofthe Governmental
Agency to their respective positions, (iii) the authorization, execution, delivery or
enforceability of the Loan Agreement, the Loan Note or the application of any monies or
security therefor, (iv) the construction of the Project, or (v) that would have a material
adverse impact on the ability of the Governmental Agency to perform its obligations under
the Loan Agreement or the Loan Note.

—--—--(6) Xone —of—the —proeeedHigs —taken —by—the —Governmental=-Agency===for=the-=- --.

authorization, execution or delivery of the Loan Agreement or the Loan Note has or have
been repealed, rescinded, or revoked.

(7) All proceedings and actions of the Governmental Agency with respect to
which the Loan Agreement or the Loan Note is to be delivered were had or taken at meetings
properly convened and held in substantial compliance with the applicable provisions of
Sections 61.805 to 61.850of the Kentucky Revised Statutes.

Very truly yours,



EXHIBIT F

OPINION OF BOND COUNSEL

fLetterhead of Bond Counsel to Governmental Agency]

P)ate]

Loan Agreement by and between Kentucky Rural Water Finance Corporation
and dated as of

We hereby certify that we have reviewed and are familiar with the proceedings of
(the "Governing Authority" ) ofthe (the "Governmental

Agency" ), in connection with the authorization, execution and delivery of a Loan Agreement
between the Kentucky Rural Water Finance Corporation, (the "Corporation" ) and the Governmental

Agency, dated ,20 (the "Loan Agreement" ) and the form ofthe Loan
Notes fiom the Governmental Agency to the Corporation (the "Loan Note" ) evidencing the loan in
the amount not to exceed $ being issued by the Corporation to the Governmental

Agency pursuant to the Loan Agreement and the Loan Note to provide interim financing (the
"Loan") for the construction of a project (the "Project") consisting of improvements to the

system of the Governmental Agency (the "System" ); and the proposed issuance of
bonds by the Governmental Agency in the amount of $ , to be dated the date of
the issuance thereof (the "Bonds") to repay the Loan and provide permanent financing for the

project.

Our examination of such proceedings included (a) the proceedings of the Governing
--Autkority-keld-. on-—----———„.20——,-adopting-a-resolution- authorizing-the-I.oaa-Agreement —--:

(the "Resolution" ) (b) the proceedings of the Governing Authority held on20, adopting legislation authorizing the Bonds (the "Bond Legislation" ); and(c) the proceedings
of the Governing Authority held on , 20, accepting the successful bid of the
United States Department of Agriculture, Rural Development (the "RD") for the purchase of the

Bond.

Based upon our examination of the aforesaid proceedings, we are of the opinion that the

Governmental Agency has a valid contract with the RD, in which the Governmental Agency has

agreed to sell and RD has agreed to purchase Bonds at par, and that the Bonds, when issued in

accordance with the aforesaid proceedings, will be valid and legally binding upon the Governmental

Agency and will be secured by and payable fiom a pledge of the gross revenues of the System.

Based upon our review of such proceedings and applicable laws, it is our opinion that the

Loan Agreement has been validly authorized, executed and delivered by and on behalf of the
Governmental Agency.



The rights and remedies ofthe Corporation under the Loan Agreement may be limited by any

applicable bankruptcy, insolvency, reorganization, or similar laws, or judicial decisions affecting the

rights ofcreditors generally, and by the application ofequitable principles where equitable remedies
are sought.

This opinion letter is issued to, and solely for the benefit and reliance of, the Corporation and

may not be relied upon by any persons other than the Corporation.

Respectfully Submitted,



EXHIBIT G

RD COMMITMENT LETTER



USDA 1718 Peachtree broad, Suite 576
Atlanta, Georg . 30309
Telephone: (404) 347-1060
Facsimile: (404) 347-1065

ted States
.partment of

Agriculture

Office of the
General
Counsel

Kenneth Slone
State Director
Rural Development
Lexington, Kentucky

June 20, 2001

Subject: Mountain Water District
Pike County, Kentucky

RUS Loan — $ 800,000.00
RUS Grant — $400,000.00
ARC Grant — $350,000.00

Dear Mr. Slone:

These closing instructions are i:ssued in response to
your transmittal memorandum of May 15, 2001.

The proposed project consists of the construction of a
two-MGD water treatment plant to supplement the WaterDistrict's main water supply which comes from the City
of Pikeville. The project is considered Phase I of
$ 11,000 plus project, which includes additional water
storage tanks, booster pump stations and water
transmission lines.
The Mountain Water District's (hereinafter District)
attorney has submitted a statement indicating that the
District has maintained continued existence, is in good
standing and has the authority to enter an agreement
wxii Rural Uevelopment. As refTecte in the prop'osed
Bond Transcript of Proceedings Index, a copy of the
order creating the District will be included in the Bond
Transcript.

The loan indebtedness is to be evidenced by "Mountain
Water District Waterworks Revenue Bonds, Series 2001, in
the amount of $800,000e, which are secured by and
payable from a third pledge of a fixed portion of the
gross revenues of the System, and that a sufficient
portion of said gross revenues has been ordered by the
Commission to be set aside at least semiannually and
pledged to the payment of the interest on and principal
of the Prior Third Lien Bonds and the Current Bonds as
the same become due.

The District has retained local counsel H. Edward Maddox
of Pikeville, Kentucky, and bond counsel W. Randall
Jones of Rubin and Hays in Louisville, Kentucky, to
provide all legal assistance in the issuance of the
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Mountain Water District
June 20, 2001
Page 2

above referenced bonds. Unless agreed to the contrary by said
legal counsel, the responsibility for preparation of the bond
transcript will be that of bond counsel and all other
documentation and requirements of these instructions will be that .

of local counsel.

The submitted proposed bond ordinance, as prepared by bond
counsel, is of standard form and reflects the conditions set out
above. The terms and amounts within the bond ordinance are to be
administratively approved. Upon such approval, bond counsel may
proceed with adoption of the ordinance as he deems appropriate.

The bond transcript is to be prepared in accordance with the
requirements of FmHA Instructions 1942.19, and in conjunction
therewith, contain the applicable items of the suggested index as
prepared by bond counsel.

The following points are noted:

A. The interest rate of 3 .25-. in accordance with
7 U.S.C. 55 1927 arid 1927a, as amended.

B. The loan is to be issued in accordance with FmHA
Instruction 1942-A and, in particular, 5 1942.19.

C. The submitted Loan Resolution, Form FmHA 1942-47,
dated January 31, 2000, providing for a $800,000.00
loan, and a $400,000 grant have been properly prepared
and executed.

D. The submitted Equal Opportunity Agreement, Form
FmHA 400-1, and Assurance Agreement, Form FmHA 400-4,
both dated January 31, 2000, have been properly
prepared and executed.

E. The docket is to contain a properly completed and
executed Association Water or Sewer System Grant
Agreement, Form FmHA 1942-31, dated on or subsequent to
the date of the loan resolution.

F. Pending the issuance of the incumbency
certificate at closing, the docket is to contain a
certified list of the commissioners of the District
showing their respective offices and terms.

G. The docket and transcript are to contain copies
of the certificate of convenience and necessity from
the Public Service Commission in accordance with the



Mountain Water District
June 20, 2001
Page 3

provisions of KRS 278.020.

H. The docket and transcript are to contain copies
of the resolution and, if applicable, amendments
thereto establishing the rates, rules and regulations
of the system which have been approved
administratively. Said rates are to be in accord with
statutory requirements of the Public Service Commission
as set out at KRS 278.030 and KRS 278.160 through KRS
278.190. The rates are to be published pursuant to KRS
424 . 270.

I. Title evidence has been submitted in the form of
a narrative title opinion provided local counsel. The
opinion indicates that the present owners of the
property to be obtained by the District have good and
merchantable title to the property.

1) Should any real additional property be
acquired, the docket is to contain title evidence
thereon.

2) The docket and bond transcript are to
contain a final title opinion inclusive of the
date of closing as any property subsequently
obtained. As bonds are being issued, such opinion
is not to be prepared on Form FmHA 427-10, Final
Title Opinion, as xt is inapproprj.ate.

J. The District has submitted two several Water Purchase
Contracts. The first is between the District and Sandy
Valley Water District. The contract is undated but
references the District Resolution dated December 15, 1988.
The contract was executed but does not contain an
attestation from Rural Development. The contract was
drafted on Form FHA-442-30 and contains all the proper terms
and requirements. The contract is scheduled to run for a
period of 40 years, however, the lack of an execution date
on the contract raises great concern.

A second submitted contract is between the District and
Williamson Utility Board. The contract is dated August 27,
1982, and was drafted on Form FHA 442-30. The contract
meets all requirements and is scheduled to run for a period
of 40 years. The contract is legally sufficient.
Nevertheless, the agency should ensure that the contract
extends for the life of the loan.



Mountain Water District
June 20, 2001
Page 4

The third contract is between the District and the City of
Pikeville and is dated January 13, 1987. The contract was
schedule to run for a period of 40 years, however, the
contract was amended on March 26, 1990. According to the
amendment, the contract will run for an additional 7 years
for a total term of 47 years. Again, the agency mut ensure
that the District has an adequate supply of water for the
entire life of the loan. The contract is legally sufficient
but may require an extension.

K. The submitted Right-of-Way Certificate, Form FmHA 442-
21, and Opinion of Counsel Relative to Rights-of-Way, Form
FmHA 442-22, are to be discarded, and new forms are to be
executed as of the date of closing.

All forms and documents to be executed on behalf of the District
are to be signed by the chairman and attested by the secretary
with the District seal affixed thereto. Please have each officer
indicate his respective office under his signature.

All applicable requirements of FmHA Instructions 1942-A, the
requirements of the national office and any other conditions must
be complied with prior to or at the time of closing the loan.

The certificate below must be executed by the USDA closing
officer and the attorney for the District after all requirements
herein have been met.

For final approval, there are to be submitted to this office,
after having been reviewed by the state office, the following:

1. Certified copies of resolution and any amendments
as to rates, rules and regulations.

2. Grant Agreement, Form FmHA 1942-31.

3. Preliminary and final title opinions, as
appropriate.

4. Right-of-Way Certificate and Opinion of Counsel
Relative to Rights-of-Way, Forms FmHA 442-21 and
442-22.

5. Bond transcript.

6. Copy of Water Purchase Contracts and any amendments.



Mountain Water District
June 20, 2001
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7. Certified closing instructions.

Sincerely yours,

DONALD R. KRONENBERGER, JR.
Regional Attorney

nzie-Abraham

Enclosures

cc: W. Randall Jones, Esq.

JEMA/

CERTIFICATE

We certify that all requirements of these instructions have been
met.

nate: RG ~r.) P>4'> N, iJ,.
Attorney for the Distiict

Date:
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8038.Q Information Return for Tax-Exempt Governmental Obligations
> Under Internal Revenue Code section 149(e) OMB No. 1545-0720

(Rev. November 2000)
W See separate Instructions.

Depannteni ni ihe Treasury
iniemal Revenue Service Caution: If the issue price fs under $700,000, use Form 803S-GC.

I~~ Reporting Authority If Amended Return, check here W 0
1 Issuer's name 2 Issiier's employer identification number

Mountain Water District 61', 1098805
3 Number and street (or P,O. box if mail is not delivered to street address) Room/suite 4 Report number

P.O. Box 3157 3 2002-01
5 City, town, or post office, state, and ZIP code 8 Date of issue

Pikeviile, Kentucky 41502 July 26, 2002
7 Name of issue 8 CUSIP number

Mountain Water District Waterworks Revenue Bonds, Series 2001 None

9 Name and title of officer or legal representative whom the IRS may call for more information ( 10 Telephone number of omcar or legal representative

Mr. Will Brown, Superintendent ( 606 ) 631-9162
I~II Type of Issue (check applicable box(es) and enter the issue price) See instructions and attach schedule

11 0 Education . . . . . . . . . . . , . . . , . . . . 11
12 0 Health and hospital.................... 12

13 0 Transportation.................... 13

14 0 Public safety...................... 14

15 0 Environment (including sewage bonds)..................15

16 0 Housing..........................16
17 IR Utilities...................... 17

18 0 Other. Describe W 18
to ii obligations are TANs or RANs, check box b ii obligations are BANs, check box ~

j/////////////////////////////////g

I~gill Description of Obligations. Complete for the entire issue for which this form is beinq filed.

(a) Final matueity date (b) Issue paice (c) Stated redemption (d) Weighted
price at maturity average maturity

21 January 1, 2042 $ 800,000 $ 800,000 25.67 years 3.2500
l>R4(I4 Uses of Proceeds of Bond Issue (incItiding underwriters'iscount)
22 Proceeds used for accrued interest

23 Issue price of entire issue.(enter amount from line 21, column (b)) . 800,000

24 Proceeds used for bondissuance costs(including underwriters'discount) . 24

25 Proceeds used for credit enhancement .
26 Proceeds allocated to reasonably required reserye or replacement fuj)d

27 Proceeds used to cuirently refund piioi issues
28 Proceeds used to advance refund prior issues
29 Total (add lines 24 through 28) . 19,000
30 Nonrefundinq proceeds of the issue (subtract line 29 from line 23 and enter amount here) . 781,000
~~III Description of Refunded Bonds (Complete this part only for refunding bonds.)

31 Enter the remaining weighted average maturity of the bonds to be currently refunded years

32 Enter the remaining weighted average maturity of the bonds to be advance refunded years

33 Enter the last date on which the refunded bonds will be called .
34 Enter the date(s) the refunded bonds were issued W

I~eat(l Miscellaneous

35 Enter the amount of the state volume cap allocated to the issue under section 141(b)(5)
36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract (see instructions)

b Enter the final maturity date of the guaranteed investment contract > ///////

37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units

b If this issue is a loan made from the proceeds of another tax-exempt issue, check box W 0 and enter the name of the
issuer 1 and the date of the issue >

38 If the issuer has designated the issue under section 265(b)(3)(B)(i)(ill) (small issuer exception), check box ...W 8
39 If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box............W 0
40 lf the issuer has identified a hedge, check box.......................W 0

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements, and Io the best of my knowledge
and belief, they are true, correct, and complete.

) July 26, 2002 g ToniAkers, Chairperson
Signature of issuer's auiioorized representative Date p Type or paint name and title

For Paperwork Reduction Act Notice, see page 2 of the Instructions. Cai. No. 537735 Form 803S-G (Rev. 11-2000)



MEMO AS TO CLOSING

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount

of $800,000.

1. The closing took place on July 26, 2002, at 11:00A.M., E.D.T.,at the District's office
in Pikeville, Kentucky, and each person present signed the List of Signatures.

2. Bond Counsel and the Rural Development (the "RD")Manager satisfied themselves that

all of the requirements of the RD Letter of Conditions, dated December 20, 1999, had previously
been met or were being met at the time of the closing.

3. The letter of closing instructions of the Regional Attorney, dated June 20, 2001, was
checked, signed on page 3 by Local Counsel, Bond Counsel and the RD representative, and placed
in the Transcript.

4. All matters relating to the necessary easements and Deeds had been resolved, and all
such easements and Deeds had been obtained.

5. All necessary approvals of State agencies had been obtained and had been placed in the
Transcript.

6. A letter had been obtained &om the Engineers to the effect that no railroad easements
or stream crossings were necessary in the construction of the project and such letter had been placed
in the Transcript.

7. Countyroad easements and all other necessary Highway Easements and Permits had been .

obtained, and evidence thereof was placed in the Transcript.

8. An Operating and Management Plan had been approved by the RD and executed by the

District officials, and a copy had been obtained and placed in the Transcript.

9. The RD Manager had executed a Certificate at the pre-closing, verifying the number of
existing waterworks users, the number ofnew users, and the deposit ofconnection fees paid by such

new users, into certain funds of the District, and the Certificate had been placed in the Transcript.

10. Signed copies ofcertain RD Forms, as follows, had been obtained at the pre-closing and

placed in the Transcript:



(a)
(b)
(c)
(d)
(e)
(f)
(g)
(11)

(i)
0)
(k)

400-1,
400-3,
400-4,
400-8,
427-9,
442-7,
442-21,
442-22,
1940-1,
1942-31,
1942-47,

Equal Opportunity Agreement.
Notice to Contractors and Applicants.
Assurance Agreement.
Compliance Review.
Preliminary Title Opinion as to each site.
Operating Budget.
Right-of-Way Certificate.
Opinion of Counsel Relative to Rights-of-Way.
Request for Obligation of Funds.
Grant Agreement.
Loan Resolution.

To the extent that any of such RD Forms had been brought up to date, copies were obtained
and placed in the Transcript.

11. The color-coded map had been signed by the Chairman, the Engineer and Local
Counsel, and a copy of the relevant portion had been obtained and placed in the Transcript.

12. The fidelity bond of the Treasurer in the amount of $452,000 had been obtained as
required by the RD Letter ofConditions and by the Bond Resolution, a copy had been examined, and
evidence thereof was placed in the Transcript.

13. All necessary renewal insurance on the Project, including real property insurance on
above-ground structures, liability and Worker's Compensation had been obtained, and such policies
were examined, and evidence thereof was placed in the Transcript.

14. Bond Counsel's list of closing requirements, the Transcript Index, was checked, and it
was found that all such requirements had been or were being complied with.

15. The Bond had been dated July 26, 2002, on the &ont, in the panel and opposite the
registration form, and was signed by the Chairman of the District and by the Secretary, who affixed
the District Seal to the Bond and also signed the registration form, after which the Legal Opinion on
the Bond was signed by Bond Counsel.

16. The Bond was delivered to the RD in exchange for payment.

17. A statement was obtained from the Engineers showing the final total cost of the project,
the funds available fiom the proceeds of the Bonds, the amount expended to date, the amounts due
and owing to the Engineers, Attorneys, Contractors and others, as of the closing date, and other
information necessary to show the adequacy of the available funds to pay all of the necessary costs
of the Project, and said statement was placed in the Transcript.



18. The following closing papers, prepared by Bond Counsel and dated July 26, 2002, were

properly executed and placed in the Transcript:

(a)
(b)
(c)
(d)
(e)
(f)
(g)
(}1)

0)
(k)
(})
(m)

Certificate as to Official Seal, Incumbency and Signature Identification.
Certificate of Execution, No Litigation and OutstancHng Bond Issues.
Arbitrage Certificate.
Certificate of Receipt of Bond Proceeds and Bond Delivery.
Certificate ofReceipt ofRD Grant Proceeds as ofDate of Bond Closing.
Certificate of Engineers.
Certificate of RD as to Insurance and Bonding.
Letters of Contractors, Engineers, Local Counsel and Bond Counsel as to

payments being made to date according to Contracts and amounts stipulated.
Letter ofKirkpatrick Pettis, Lexington, Kentucky, acknowledging payment
in full of all interim financing, including interest.
Final Title Opinion.

Legal Opinion of Bond Counsel.
Letter ofRD Regional Attorney, signed by all parties.
Signature Sheet.

19. The closing was considered completed.
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USDA 1718 Peachtree ".oad, Suite 576
Atlanta, Georg . 30309
Telephone: (404) 347-1060
Facsimile: (404) 347-1065

'iited States
partment of

.agriculture

Office of the
General
Counsel

Kenneth Slone
State Director
Rural Development
Lexington, Kentucky

June 20, 2001

Subject: Mountain Water District
Pike County, Kentucky

RUS Loan — $800,000.00
RUS Grant - $400,000.00
ARC Grant — $350,000.00

Dear Mr. Slone:

These closing instructions are issued in response to
your transmittal memorandum of May 15, 2001.

The 'proposed project consists of the construction of a
two-MGD water tr eatment plant to supplement the Water
District's main water supply which comes from the City
of Pikeville. The project is considered Phase I of
$11,000 plus project, which includes additional water
storage tanks, booster pump stations and water
transmission lines.

The Mountain Water District's (hereinafter District)
attorney has submitted a statement indicating that the
District has maintained continued existen'ce, is in good
standing and has the authority to enter an agreement
with--Rural:--Development-;-==-As-reflected-in--the--proposed-=.--=---=--:-==--
Bond Transcript of Proceedings Index, a copy of the
order creating the District will be included in the Bond
Transcript.

The loan indebtedness is to be evidenced by "Mountain
Water District Waterworks Revenue Bonds, Series-2001, in
the amount of $ 800,000", which are secured by and
payable from a third pledge of a fixed portion of the
gross revenues of the System, and that a sufficient
portion of said gross revenues has been ordered by the
Commission to be set aside at least semiannually and
pledged to the payment of the interest on and principal
of the Prior Third Lien Bonds and the Current Bonds as
the same become due.

The District has retained local counsel H. Edward Maddox
of Pikeville, Kentucky, and bond counsel W. Randall
Jones of Rubin and Hays in Louisville, Kentucky, to
provide all legal assistance in the issuance of the
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Mountain Water District
June 20, 2001
Page 2

above referenced bonds. Unless agreed to the contrary by said
legal counsel, the responsibility for preparation of the bond
transcript will be that of bond counsel and all other
documentation and requirements of these instructions will be that
of local counsel.

The submitted proposed bond ordinance, as prepared by bond
counsel, is of standard form and reflects the conditions set out
above. The terms and amounts within the bond ordinance are to be
administratively approved. Upon such approval, bond counsel may
proceed with adoption of the ordinance as he deems appropriate.
The bond transcript is to be prepared in accordance with the
requirements of FmHA Instructions 1942.19, and in conjunction
therewith, contain the applicable items of the suggested index as
prepared by bond counsel.

The following points are noted:

A. The interest rate of 3.25. in accordance with
7 U.S.C. 55 1927 arid 1927a, as amended.

B. The loan is to be issued in accordance with FmHA
Instruction 1942-A and, in particular, 5 1942.19.

C. The submitted Loan Resolution, Form FmHA 1942-47,
dated January 31, 2000, providing for a $ 800,000.00
loan- and-=a:+400-;-000---grant--have=--been==properly —prepared
and executed.

D. The submitted Equal Opportunity Agreement, Form
FmHA 400-1, and Assurance Agreement, Form FmHA 400-4,
both dated January 31, 2000, have been properly
prepared and executed.

E. The docket is to contain a properly completed and
executed Association Water or Sewer System Grant
Agreement, Form FmHA 1942-31, dated on or subsequent to
the date of the loan resolution.

F. Pending the issuance of the incumbency
certificate at closing, the docket is to contain a
certified list of the commissioners of the District
showing their respective offices and terms.

G. The docket and transcript are to contain copies
of the certificate of convenience and necessity from
the Public Service Commission in accordance with the



Mountain Water District
June 20, 2001
Page 3

provisions of KRS 278.020.

H. The docket and transcript are to contain copies
of the resolution and, if applicable, amendments
thereto establishing the rates, rules and regulations
of the system which have been approved
administratively. Said rates are to be in accord with
statutory requirements of the Public Service Commission
as set out at KRS 278.030 and KRS 278.160 through KRS
278.190. The rates are to be published pursuant to KRS
424.270.

I. Title evidence has been submitted in the form of
a narrative title opinion provided local counsel. The
opinion indicates that the present owners of the
property to be obtained by the District have good and
merchantable title to the property.

1) Should any real additional property be
acquired, the docket is to contain title evidence
thereon.

2) The docket and bond transcript are to
contain a final title opinion inclusive of the
date of closing as any property subsequently
obtained. As bonds are being issued, such opinion
is not to be prepared on Form FmHA 427-10, Final

-Title-Opinion-, — as--it-is"-inapprop~e.

J. The District has submitted two several Water Purchase
Contracts. The first is between the District and Sandy
Valley Water District. The contract is undated but
references the District Resolution dated December 15, 1988.
The contract was executed but does not contain an
attestation from Rural Development. The contract was
drafted on Form FHA-442-30 and contains all the proper terms
and requirements. The contract is scheduled to run for a
period of 40 years, however, the lack of an execution date
on the contract raises great concern.

A second submitted contract is between the District and
Williamson Utility Board. The contract is dated August 27,
1982, and was drafted on Form FHA 442-30. The contract
meets all requirements and is scheduled to run for a period
of 40 years. The contract is legally sufficient.
Nevertheless, the agency should ensure that the contract
extends for the life of the loan.



Mountain Water District
June 20, 2001
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The third contract is between the District and the City of
Pikeville and is dated January 13, 1987. The contract was
schedule to run for a period of 40 years, however, the
contract was amended on March 26, 1990. According to the
amendment, the contract will run for an additional 7 years
for a total term of 47 years. Again, the agency mut ensure
that the District has an adequate supply of water for the
entire life of the loan. The contract is legally sufficient
but may require an extension.

K. The submitted Right-of-Way Certificate, Form FmHA 442-
21, and Opinion of Counsel Relative to Rights-of-Way, Form
FmHA 442-22, are to be discarded, and new forms are to be
executed as of the date of closing.

All forms and documents to be executed on behalf of the District
are to be signed by the chairman and attested by the secretary
with the District seal affixed thereto. Please have each officer
indicate his respective office under his signature.

All applicable requirements of FmHA Instructions 1942-A, the
requirements of the national office and any other conditions must
be complied with prior to or at the time of closing the loan.

The certificate below must be executed by the USDA closing
officer and the attorney for the District after all requirements
herein have been met.

For final approval, there are to be submitted to this office,
after having been reviewed by the state office, the following:

1. Certified copies of resolution and any amendments
as to rates, rules and regulations.

2. Grant Agreement, Form FmHA 1942-31.

3. Preliminary and final title opinions, as
appropriate.

4. Right-of-Way Certificate and Opinion of Counsel
Relative to Rights-of-Way, Forms FmHA 442-21 and
442-22.

5. Bond transcript.

6. Copy of Water Purchase Contracts and any amendments.
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7. Certified closing instructions.

Sincerely yours,

DONALD R. KRONENBERGER, JR.
Regional Attorney

nzie-Abraham

Enclosures

cc: W. Randall Jones, Esq.

JEMA/

CERTIFICATE

We certify that all requirements of these instructions have been
met.

Date: ~< ~>) P>d'>. )8, fnl..
Attorney for the District

Date:
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PRESIDENT

SRM A. BITTHE

VICE PRESIDENT

DwvID R. BERTIE

July 22, 2002

U.S. Department of Agriculture
Rural Development Administration
771 Corporate Drive, Suite 200
Lexington, Kentucky 40503

CERTIFICATE OF PRINTING

RE: Mountain Water District Waterworks Revenue Bonds, Series 2001, in
the amount of $800,000. Nine (9) Bonds, all numbered R-1 and
printed on maroon borders.

This certifies that the above mentioned Bonds have been prepared and printed by
Westerfield-Bonte Co., and that all work on these Bonds has been executed entirely on the
premises of Westerfield-Bonte Co.

This issue was printed in full compliance with requirements of the U.S. Department
of Agriculture.

This also certifies that-only the amount of Bonds shown abov'e has been printed a'nd

delivered as instructed.

Sam A. Blythe, Jr.
President
Westerfield-Bonte Co.

Job ¹82675
July 22, 2002
SAB/rgr

619 W. Kentucky Street, Louisville, KY 40203-3313 ~ P.O. Box 3251, Louisville, KY 40201-3251
Phone (502) 585-4616 ~ (800) 585-4617 ~ Fax (502) 585-1236



ATTORNEYS ATLAW

entucky Home Trust Building, 450 South Third Street, Louisville, Kentucky 40202-1410
I'elephone (502) 569-7525 Telefax (502) 569-7555 Email: rhrubinhays.corn

CHARLES S.MUSSON
W. RANDALL JONES
CHRISTIAN L. JUCKETT

PARALEGAL
MARY M. EMBRY

July 26, 2002

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the
ainount of $800,000 (Fedscreek/Mouthcard Project)

We have acted as Bond Counsel in connection with the issuance by the Mountain Water
District of Pike County, Kentucky (the "District" ) of $800,000 of its Mountain Water District
Waterworks Revenue Bonds, Series 2001 (the "Current Bonds" ), dated as of the date of this Legal
Opinion, bearing interest at the interest rate specified in the Current Bonds, payable semiannually

on January 1 and July 1 of each year, with principal amounts falling due on January 1 in each of the

respective years, 2005 through 2042, inclusive.

Said Current Bonds are issued pursuant to Chapters 58 and 74 of the Kentucky Revised
Statutes and a Bond Resolution (the "Current Bond Resolution" ) duly adopted by the Commission
ofthe District for the purpose offinancing the cost ofextensions, additions and improvements to the

existing waterworks system (the "System" ) of the District.

We have examined the transcript of proceedings of the District in connection with the
issuance of the Current Bonds and the executed single, fully registered bond, numbered R-1,
representing the total authorized principal amount of said Current Bonds, as issued and delivered,
and an executed counterpart of the Current Bond Resolution.

Based on such examination, we are of the opinion that the Current Bonds are valid and

legallybinding and enforceable upon the District according to the import thereof and rank on a parity
as to security and source ofpayment with the outstanding: (i) Mountain Water District Waterworks
Revenue Bonds of 1993,dated June 7, 1994 (the "1993Bonds" ) authorized by a Resolution adopted

by the District on March 18, 1993 (the "1993Bond Resolution" ); (ii) Mountain Water District
Waterworks Revenue Bonds, Series 1995,dated August 10, 1995 (the "1995Bonds") authorized by
a Resolution adopted by the District on July 19, 1995 (the "1995Bond Resolution" ); (iii) Mountain
Water District Waterworks Revenue Bonds, Series 1997,dated October 2, 1997(the "1997Bonds" ),
authorized by a Resolution adopted by the District on September 24, 1997 (the "1997 Bond
Resolution" ); and (iv) Mountain Water District Waterworks and Sewer Refunding Revenue Bonds,
Series 1998,dated January 12, 1999(the "1998Bonds" ), authorized by a Resolution adopted by the
District on October 28, 1998 (the "1998Bond Resolution" ) [hereinafter the 1993 Bonds, the 1995



Bonds, the 1997Bonds and the 1998Bonds shall be collectively referred to as the "Prior Third Lien
Bonds" and the 1993 Bond Resolution, the 1995 Bond Resolution, the 1997 Bond Resolution and
the 1998 Bond Resolution shall be collectively referred to as the "Prior Third Lien Bond
Resolution"j; but subject to the vested rights and priorities in favor ofthe owners ofthe outstanding:
(i) Mountain Water District Waterworks Revenue Bonds of 1988,dated March 17, 1988 (the "1988
Bonds" ), authorized by a Resolution adopted by the District on February 25, 1988 (the "1988Bond
Resolution" ); (ii) Mountain Water District Waterworks Revenue Bonds of 1989,Series B,dated June
20, 1990 (the "1989Bonds" ), authorized by a Resolution adopted by the District on July 20, 1989
(the "1989Bond Resolution" ); (iii) Mountain Water District Waterworks Revenue Bonds of 1990,
dated February 11, 1992 (the "1990Bonds" ), authorized by a Resolution adopted by the District on
January 10, 1991 (the "1990Bond Resolution" ) [hereinafter the Series 1988Bonds, the Series 1989
Bonds and the Series 1990Bonds shall be collectivelyreferred to as the "Prior First Lien Bonds" and
the 1988 Bond Resolution, the 1989 Bond Resolution and the 1990 Bond Resolution shall be
collectively referred to as the "Prior First Lien Bond Resolution"]; and the outstanding Kentucky
Infrastructure Authority Loans issued in February, 1992, June, 1994 and June, 1998 (the "KIA
Loans" ) and that the Current Bonds and the Prior Third Lien Bonds are secured by and are payable
Rom a third pledge of the gross revenues of the System, and that a sufficient portion of said gross
revenues has been ordered by the Commission to be set aside at least semiannually and pledged to
the payment of the interest on and principal of the Prior Third Lien Bonds and the Current Bonds as
the same become due. We express no opinion concerning the sufficiency of such revenues for that
purpose.

The District has reserved the right to issue additional bonds ranking on a parity as to security
and source ofpayment with the Prior Third Lien Bonds and the Current Bonds, ifnecessary in order
to complete the aforesaid extensions, additions and improvements to the System. The District has
also reserved the right to issue additional parity bonds to finance future extensions, additions and/or
improvements to the System, provided the necessary showings as to the earnings coverage required
by the Prior Third Lien Bond Resolution and Current Bond Resolution are in existence and properly
certified.

Based on current rulings and official interpretations, and assuming that the District complies
with certain covenants contained in the Current Bond Resolution made with respect to compliance
with the provisions of the Internal Revenue Code of 1986 (the "Code"), including a covenant to
comply with any and all requirements as to rebate (and reports with reference thereto) to the United
States of America as to certain investment earnings on the proceeds of the Current Bonds, we are
of the opinion that: (1) interest on the Current Bonds is excludable &om gross income for federal
income tax purposes; (2) the Current Bonds have been validly designated as "qualified tax-exempt
obligations" by the District pursuant to the provisions of Section 265(b)(3) of the Code; (3) the
Current Bonds are an issue of "state or local bonds" which are not "private activity bonds" within
the meaning of Section 103 of the Code; (4) interest on the Current Bonds is not included as an item
of tax preference in calculating the alternative minimum tax for individuals; (5) interest on the
Current Bonds may be taken into account in the computation of certain taxes that may be imposed
with respect to corporations, including, without limitation, the branch profits tax on foreign
corporations, the effect on certain Subchapter S Corporations with excess passive income, and other
tax consequences to certain insurance companies; (6) interest on the Current Bonds will be included



in adjusted current earnings when calculating the alternative minimum taxable income of
corporations; (7) an individual who owns any of the Current Bonds may be required to include in

gross income a portion ofhis or her social security or railroad retirement payments; (8) any taxpayer
(individuals or corporations) owning the Current Bonds may have collateral tax consequences ifthey
are deemed to have incurred or have continued to incur indebtedness to purchase or carry tax-exempt
obligations; (9) interest on the Current Bonds is exempt &om Kentucky income taxes; and (10) the

principal of the Current Bonds is exempt &om ad valorem taxation by the Commonwealth of
Kentucky and all of its political subdivisions.

No opinion is expressed regarding other federal income tax consequences caused by the

receipt of interest on the Current Bonds.

It is to be understood that the rights ofthe holders ofthe Current Bonds and the enforceability
of the Current Bonds and the Current Bond Resolution may be subject to bankruptcy, insolvency,
reorganization, moratorium and other similar laws affecting creditors'ights heretofore or hereafter

adopted to the extent constitutionally applicable and that their enforcement may also be subject to
the exercise ofjudicial discretion in appropriate cases.

It is provided in the Consolidated Farm and Rural Development Act that ifthe Current Bonds
are sold out of the Agricultural Credit Insurance Fund or out of the Rural Development Insurance
Fund as an insured loan, the interest thereon paid to an insured owner shall be included in the taxable
income of such owner.



FINAL TITLE OPINION
AS TO WATERWORKS PROJECT

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of $800,000 (Fedscreek/Mouthcard Project).

We, Stratton, Hogg &;Maddox, P.S.C.,Attorneys at Law, Pikeville, Kentucky, representing
the Mountain Water District of Pike County, Kentucky (the "District" ), certify:

1. That we have investigated and ascertained the location of the various sites of major
structures and installations to be constructed in connection with certain proposed extensions,
additions and improvements (the "Project") to the existing waterworks system of the District (the
"System" ), together with all rights-of-way and easements necessary in connection with the
construction of the Project and in connection with the continued ownership and operation of the
System.

2. That we have examined the records of the ownership of said sites and we are of the
opinion that said District now owns fee simple title to all of said sites and that said title is f'ree and
clear of all liens and encumbrances which might adversely affect the right of the District to the use
of the same in operation of the System, subject to the encumbrances referred to in Paragraph 12
hereof.

3. That we have further examined the right-of-way instruments, permits and/or licenses
obtained &om landowners, public bodies and public utilities.

4. That we have taken cognizance of the fact that the District possesses the power of
eminent domain which would enable it to perfect title to any pertinent easements and/or rights-of-
way as to which its title might be defective, and that the cost of perfecting any such title is
considered to be negligible in view of the fact that in virtually every instance the easement or right-
of-way improves, rather than damages, the value of the property, by reason of bringing the System
to such property; and accordingly, if and to any possible extent that the District does not have
adequate title to such easements and/or rights-of-way for the purpose desired, the District can, in our
opinion, obtain such easements and/or rights-of-way, either through negotiation or through the
exercise of the power of eminent domain, without exceeding the funds available.

5. That we have examined the instruments creating the aforesaid easements and/or rights-
of-way and that it is our opinion that said instruments are valid as to form and substance for the
purpose intended, although we have not examined the title records as to each of such easements
and/or rights-of-way and express only a limited opinion as to the title thereto, based on such limited
examination as set out herein.

6. That based on and subject to the foregoing, we are of the opinion that the District now
owns the necessary permanent rights-of-way and easements for ingress to and egress Rom the
aforesaid sites and the necessary permanent rights-of-way and/or easements for water lines to and



from said sites, connecting with the water mains and lines extending throughout the System, and that
the District has sufficient legal title and interest in said sites, rights-of-way and easements to permit
the construction of the necessary waterworks facilities thereon as heretofore completed and/or as
now contemplated and to permit the operation and maintenance of such facilities thereon during the
estimated life of such facility or facilities by the District after the completion of construction.

7. That the District has acquired the necessary permits, &anchises and authorizations or
other instruments by whatsoever name designated, from public utilities and public bodies,
commissions or agencies, authorizing the construction, operation and maintenance of the facilities
upon or across streets, roads, highways, railroads and public utilities, whenever and wherever the
same are affected.

8. That a right-of-way map, as furnished by the District, shows the location and distribution
of all land and rights-of-way acquired by the District and/or necessary to be acquired by the District
in connection with the Project. Attention is called to certified copies of all deeds for said rights-of-
way and easements over adjacent properties, for the purpose of ingress to and egress &om said site
locations; also the necessary permits &om the Department of Highways of the Commonwealth of
Kentucky and &om Pike County, Kentucky, insofar as the same affect the roads, streets, highways
and other properties belonging to them. These exhibits were furnished with a preliminary certificate
and opinion (RD Form 442-22) in connection with the financing of the Project.

9. That in that connection, we have conferred with Summit Engineering, Inc., the Engineers
employed by the District in connection with the Project, concerning the lines set out in said map and
concerning the sites necessary, according to said Engineers, for the construction of the Project; that
we have satisfied ourselves that we are thoroughly familiar with the lines and sites required by said
map and by the Engineers for the construction of said Project, and that subject to possible exceptions
as to title, referred to in Paragraph 2 hereof, we are satisfied that the District has obtained deeds of
easements and/or rights-of-way and/or sites required by the District, as set out in said map, and
according'nfomiatioii furnisEed to us by the Engineers, as being necessary for the construction
of said Project. We have also discussed with the Engineers the need for being furnished prompt and
accurate information as to the legal descriptions ofany and all easements, rights-of-way and/or sites,
as may be required in connection with any approved change-orders with reference to the Project
which may be issued during the course of construction.

10. That the estate and interest of the District in such sites, easements and rights-of-way are
legal and valid, and that all deeds, conveyances and documents pertaining to or evidencing
ownership or other rights in any interests in land which will or may be utilized by or for the Project
or which may be required in connection therewith have been duly recorded as required by law in the
office of the Pike County Clerk in Pikeville, Kentucky.

11. That we have examined the various records of Pike County, and other pertinent
proceedings, documents and showings and have consulted with officials of the District concerning
the title of the District to its existing waterworks System; and that it is a matter of common



knowledge and in no way controverted by such records that the District is the owner of its existing
waterworks System.

12. That the title of the District to all of the sites, rights-of-way and/or easements referred
to herein and to the existing System is encumbered by a lien on and an exclusive pledge of the
revenues ofthe System, for the benefit ofthe owners ofthe outstanding bonds ofan authorized issue
of $800,000 of Mountain Water District Waterworks Revenue Bonds, Series 2001 (the "Current
Bonds" ), which lien and pledge were created in the Bond Resolution of the District as security for
the issuance of said Current Bonds. Said Current Bonds rank on a parity as to security and source
of payment with certain outstanding Bonds of the District, as follows:

(a) Mountain Water District Waterworks Revenue Bonds of 1993, dated June 7, 1994
(the "Bonds of 1993");

(b) Mountain Water District Waterworks Revenue Bonds, Series 1995,dated August 10,
1995 (the "Bonds of 1995");

(c) Mountain Water District Waterworks Revenue Bonds, Series 1997, dated October
2, 1997 (the "Bonds of 1997");and

(d) Mountain Water District Waterworks and Sewer Refunding Revenue Bonds, Series
1998, dated January 12, 1999 (the "Bonds of 1998");

but are subject to the vested rights and priorities of the owners of the outstanding:

(a) Mountain Water District Waterworks Revenue Bonds of 1988,dated March 17, 1988
(the "Bonds of 1988");

(b) Mountain Water District Waterworks Revenue Bonds of 1989, Series B,dated June
20, 1990 (the "Bonds of 1989");

(c) Mountain Water District Waterworks Revenue Bonds of 1990, dated February 11,
1992 (the "Bonds of 1990");and

(d) Kentucky Infrastructure Authority Loans issued in February, 1992, June, 1994 and
June, 1998 (the "KIA Loans" );

and said title of the District is subject to no other encumbrances of record.

13. That there are no taxes or assessments now delinquent or becoming delinquent relative
to or affecting any sites, easements and/or rights-of-way pertaining to the System.



14. That the Project has been and is being constructed in a manner which is consistent with

the comprehensive area water and sewer plan, is in compliance with all applicable zoning laws, and

is not inconsistent with any development plans of the Commonwealth of Kentucky, Pike County,

or any multi-jurisdictional area in which the District is located.

15. That no controversy or litigation is pending, prayed or threatened, involving the creation,

organization, existence or boundaries of the District, or the title of any of its officers to their

respective positions, or the validity of the Current Bonds, as issued, or the power and authority of
the District to construct the Project, to own and operate the System as a revenue-producing

undertaking, and to provide and apply adequate revenues therefrom for the full and prompt payment

of the principal of and interest on the Bonds of 1988, Bonds of 1989, Bonds of 1990, KIA Loans,

Bonds of 1993,Bonds of 1995,Bonds of 1997,Bonds of 1998 and the Current Bonds and that none

of the proceedings or authority for the issuance of the Current Bonds has been repealed, revoked,

rescinded, modified, changed or altered in any manner.

IN TESTIMONY WHEREOF, witness our signatures this July 26, 2002.

STRATTON, HOGG & MADDOX, P.S.C.

Attorneys at Law
Pikeville, Kentucky
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RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT REGARDING THE
SERVICE OF FUTURE CUSTOMERS BUILDING STRUCTURES IN A
DESIGNATED FLOODPLAIN.

WHEREAS, the Board of Commissioners (the "Commission" ) of the Mountain Water
District (the "District" ), is in the process of arranging to finance the construction of extensions,

additions and improvements to the existing waterworks system (the "System" ) of the District; and

WHEREAS, the Rural Development of the Department ofAgriculture of the United States
ofAmerica (the "RD")has agreed to purchase a bond issue ofthe District designated as "Mountain

Water District Waterworks Revenue Bonds, Series 2001" (the "Bonds") in the principal amount of
$800,000; and

WHEREAS, the RD has issued a Letter of Conditions to the District dated December 20,
1999(the "Letter of Conditions" ) which sets forth the requirements the District must meet in order

for the RD to purchase the Bonds; and

WHEREAS, said Letter ofConditions requires the District to adopt a Resolution specifying
that the District will deny water service to a future customer who builds a structure in a designated

floodplain, or in the alternative, the customer must provide evidence and ajustificatio for approval

by the District and RD officials that there are no other alternatives to construction or development

within the designated floodplain.

NOW, THEREFORE, THE BOARD OF COMMSSIONERS OF THE MOUNTAIN
WATER DISTRICT DOES RESOLV:E AS~IJ.OWS.

Section 1. Floodplain Restriction. That pursuant to the Letter of Conditions, the District

hereby agrees that it will deny water service to any future customer who builds a structure in a
designated floodplain, or in the alternative, such customer must provide evidence and ajustification
for approval by the District and RD officials that there are no other alternatives to construction or
development within the designated floodplain. The District must be a participant in the National

Flood Insurance Program and the customer or developer must obtain the required permits prior to
the tap-on restrictions being waived.

Section 2. Severabilitv. That if any clause, provision, paragraph or section of this

Resolution be ruled void or unenforceable by any court of competent jurisdiction, the remainder

thereof is intended to be adopted and shall be in full force and effect notwithstanding.

Section 3. All Former Provisions in Conflict Repealed: Effective Date of Resolution.
That all resolutions, motions or parts thereof, insofar as same may be in conflict herewith, are

repealed, and this Resolution shall take effect from and after its passage and approval as provided

by law.



Adopted and approved on this October 31, 2001.

MOUNTAIN WATER DISTRICT

Chairperson

Attest:

CERTIFICATE OF SECRETARY

I, the undersigned, hereby certify that I am the duly quailed and acting Secretary of the

Mountain Water District, that the foregoing Resolution is a true copy of a Resolution duly adopted

by the District at a meeting held on October 31, 2001 and that said Resolution appears as a matter

of public record in the official records of said District.

I further certify that said meeting was duly held in accordance with all applicable

requirements of Kentucky law, including KRS 61.810,61.815,61.820 and 61.825, that a quorum
—was present'-at-said-meetmg —,that—sai~esolution-has not'been modi7ie'd; -amended, revoked--or-

repealed, and that same is now in full force and effect.

IN WITNESS WHEREOF, I have hereto set my hand as Secretary of the District and the

ofQcial Seal of the District on this October 31,2001.

(Seal of District).

g/ Q(Secretary



KIRKPllrRICK P()TTIs
A Mutual oi Omaha Company

July 19, 2002

Mr. Brad Hall
VM FA CSIMLE (606) 631-3087

Inveetmente Sh)ce 1925

Mountain Water District
P.O. B0X 3157
PikeviHe, KY 41502

RE: Mountain Water Distract,Lentucky Rural Water Einanee Corporation Loan

Dear Mr. Hall;

This letter is regarding the loan payoff for the above referenced loan. Based on a payoff'date of July 26, 2002, the
amount due to the Kentucky Rural Water Finance Corporation is $799,42L 70,

Principal
Accrued Interest (I)
Total

Loan Pavoff

$791,264.SS
8 157.12

$799 421.70

(I) Accrued interest is calculated from Novcmbcr 16, 2001 through July 26, 2002. Daily accrued
intcrcst equals $98.92.. ffpayment is not received on the above referenced payoff date, please add
daily accrued interest to the total until the date the payoff is received by Piftil Third Bank If
pay(ncnt wiH not be made on the above referenced payoff date, please notify me as soon as
possible.

When USDA,-RD Automatic Clearing House funds have been received by the Distlict's Bank, the payoff amount
should be wired to Fifth Third Bank at the following address no later than the established closing date.

Wire Pa(7off:
Fifth Thtrd Banl's

ABA 4 042000314
Account 473M'0137
Attn: Tamntie Champion, &t. 4161
Re; Lent)Icky Rural Water ETnanee

Should you have any (tueslions, please give me a call at (359) 224-2206. Thank you.

Nick Roederer

Enclosure

cc; Mr. Ronnic Brooks - USDA —Rural Development —via facsimile (606) 784-2076
Mr. Raady Jones —Rubin k Hays —via jacvimile (502) 569-7555
Mr, Gary Larimore —KRWFC-via facsimile (270) 7M-8623

2525 HARRODSIIURC ROAD, SUITE 100 ~ LEXIN(a(()N, KY 40S04-33. II hob-224-2200 (177-50. -2200 ~ FAX 000-224-2210
Hr)Mt Or El(SD 10250 REC ENCy CIRCLE, SUITE 400, OMAI IA, NE 00114, OOO-776-S777

Member NASD 8 SIPC



Draws

11/16/01
12/01/01
12/18/01

16,289.83
0.00
0.00

Mountain Water District
Loan 4857
Start Date
End Date
Total Loan Amount

Month

2000 Mote issue

11/16/01
12/18/01

;'800,000.00
Balance
," 800,000.00

l 783,710.17
I 783,674.540.00::783,634.15

0.00
35.63
40.39

Interest Transfer+I-

12/18/01
01/01/02
02/01/02
03I05/02
04/08/02
05/08/02
06/06/02
07I10/02
07/25/02
07/26/02

16,365.85
0.00
0.00

l 08,880.77
116,3/3.03
321,965.03
129,505.92
98,250.00

0.00
0.00

Mountain Water District
Loan 4157
Start Date
End Date
Total Loan Amount

Month Draws

2001 Note Issue

12/18/01
07/26/02

800,000.00
Balance
800,000,00

0.00
26.59
61.37
69.55

516.64
906.07

1,972.55
2,945.64
1,483.76

98.92 0.00

783,634.15
783,607,56
783,546.18
674,595.86
557,706.19
234,835.08
103,356.62

2,160.98
677.22
578.30

Interest Transfer +I-

Original Rate
16,289 83

5.2596
76.02

Loan Payoff 16,365.85 Original Rate
791,340.60

4 50k
8,081.10

Loan Payoff 799,421.70

ILoan Payoff 16.36585 t (Loan Payoff 7gg,421.70 )



WILMOTT CONSTRUCTION, INC.
1686 Paradise Camp Road

Harrodsburg, Kentucky 40330

July 26, 2002

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001
(Fedscreek/Mouthcard Project).

Dear Mr. Brooks:

The undersigned certifies that we have this date been paid by the Mountain Water District
(the "District" ), for all work performed by us in connection with a project (the "Project") consisting
of extensions, additions and improvements to the existing waterworks system of the District, in
accordance with our Contract with the District and in accordance with statements submitted by us
to the District.

We further certify that'll-suppliers end'siib'contractors tomhom payment was'due fi'omus
in connection with such Project have been paid to date in full, in accordance with our contracts with
them and in accordance with statements submitted to us by them.

Dated this July 26, 2002.

WILMOTT CONSTRUCTION, INC.

Title

F:IOOCl IFIIAl IOOHTAIH. IYDIFFDSlcloHnglFhfHA.COH wpd
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DAVID C. STRATI'ON
STEPHEN L. HOGG
H. EDWARD MADDOX
DANIEL P. STRATI'ON

LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.O. BOX 1530

111 PIKE STREET
PIKEVILLE, KY 41502

PHONE: (606) 437-7800
FAX: (606) 437-7569

E-MAIL:ilumlns (( zotel.c()m

HENRY D. STRATTON (1925-1989)
F. BYRD HOGG (1922-1999)

July 2$, 2002

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, KY 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount of
$800,000 Fedscreek/Mouthcard Project).

Dear Mr Brooks:

I have this date been paid by Mountain Water District (the "District" ), the sum of$3,178.08,which,
when added to the $5,296.82 paid to me by said District on November 8, 2001, represents payment
to me of 80%of all Basic Legal Fees and 90% ofall Additional Legal Fees to which I am entitled for
legal services rendered by me in connection with the financing and construction of extensions,
additions-and improvements to-its existing. waterworks system,.in accordance with.my.:Legal. Service.
Agreement with the District and according to the amounts stipulated therein. leaving a balance of
$2.118.73to be paid to me when such construction is completed.

Respectfully,

STRATTON, HOGG k MADDOX, P.S.C.

H. Edward Maddox

HEM/la



ATTORNEYS ATIAW

'.ntucky Home Trust Building, 450 South Third Street, Louisville, Kentucky 40202-1410
elephone (502) 569-7525 Telefax (502) 569-7555 Email: rhrubinhays.corn

CHARLES S. MUSSON
W. RANDALL JONES
CHRISTIAN L. JUCKETT

PARALEGAL
MARY M. EMBRY

July 26, 2002

Mr. Ronnie Brooks
Rural Development
220 West First Street
Morehead, Kentucky 40351

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of $800,000 (Fedscreek/Mouthcard Project).

Dear Mr. Brooks:

We have this date been paid by the Mountain Water District (the "District" ) the sum of
$10,706.16,which, when added to the $ 10,993.01paid to us on November 8, 2001, represents
payment to us of all sums to which we are entitled for legal services rendered by us in connection
with the financing and construction of extensions, additions and improvements to the existing
waterworks system of the District, in accordance with our Legal Services Agreement with the
District, and according to the amounts stipulated therein.

Sincerely,

Rubin k Hays

By
W. Ran

F: IDOCIIFIIJIIIIOUNTAfN. IFOIFEOZclosfnglFIOIA-IIH upd
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CERTIFICATE OF RD AS TO INSURANCE AND BONDING

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of$800,000 (Fedscreek/Mouthcard Project).

I hereby certify that I have examined the various insurance policies of the Mountain Water
District (the "District" )with reference to its waterworks system (the "System" )and the fidelity bonds
with respect to funds maintained by the District in connection with such System, and I further certify
that the District is in compliance with the Letter ofConditions ofthe Rural Development (the "RD"),
dated December 20, 1999,as to liability and property damage insurance, worker's compensation, real

property insurance and the respective fidelity bonds required by said Letter of Conditions.

Dated this July 26, 2002.

RURAI. DEVELOPMENT

RD Representative

F IDOCI IV~0VNTAIH. IFDIFER9claslnglNSBOlVD wpd
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CERTIFICATE OF ENGINEERS

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of$800,000 (Fedscreek/Mouthcard Project).

We, Summit Engineering, Inc., Lexington, Kentucky, hereby state that we are Engineers
experienced in the field of waterworks engineering and of recognized reputation in said field, and

that we have been duly employed by the Mountain Water District of Pike County, Kentucky (the
"District" ), in connection with the preparation of plans, designs and specifications for the
construction of extensions, additions and improvements (the "Project") to the existing waterworks
system (the "System" )of the District, which Project is being financed by the issuance of$800,000
of Mountain Water District Waterworks Revenue Bonds, Series 2001 (the "Current Bonds" ),
supplemented by (a) an approved Rural Development (the "RD")grant in the approximate amount

of $400,000; (b) an approved Appalachian Regional Commission (the "ARC") grant in the
approximate amount of $500,000; (c) a Coal Severance Tax (LGEDG) Grant in the approximate
amount of $2,000,000; (d) an AML Grant in the approximate amount of $642,200; (e) a Coal
Severance Tax (Mountain Water District Dedicated Fund) Grant in the approximate amount of
$535,000; (e) the proceeds ofa KIA 2001 Loan in the approximate amount of$1,197,000;and (e) by
a contribution &om the District in the amount of at least $48,100.

We state that we have consulted with Stratton, Hogg 4 Maddox, P.S.C.,Pikeville, Kentucky
(the "Local Counsel" ), who has been employed by the District in connection with the Project, that

we have examined (a) the attached "Final Title Opinion for waterworks Project" (the "Title
Opinion" ), signed by said Local Counsel, and the attached printed "Preliminary Title Opinion" (RD
Form 1927-9); signed by said Local Counsel; (b) the separate "Opinion of Counsel Relative to
Rights-of-way" (RD Form 442-22), signed by said Local Counsel; (c) the descriptions of the sites

and easements referred to in said Title Opinion and in said RD Forms and (d) the right-of-w~a map

specifically referred to in said Title Opinion, and we state further as follows:

1. That all of the sites of major structures and installations of the Project lie or will lie
within the boundaries of the properties as to which the title of the District is certified in said Title
Opinion and in said RD Forms, copies of which have been forwarded to us, and/or on the public
rights-of-way for which a permit from the appropriate agency has been obtained.

2. That all of the remaining parts of the Project, including the proposed new water

distribution lines and all other appurtenant facilities incident to the Project, have been, can and/or

will be constructed, to the extent that such construction requires our approval (a) within the

boundaries ofthe easements and rights-of way established in said right-of waymap and/or(b) within

the boundaries of the easements and rights-of-way which, according to the documents referred to

above, have heretofore been obtained or contracted for by the District or can be obtained by the

District by purchase or condemnation; or in the beds of highways, streets and alleys, or in other

public ways duly dedicated to public use, and with respect to which the District has obtained the

necessary permits and/or has the power and right to order said construction therein.



3. That the District has entered into contracts for the construction of the Project; that
construction of the Project was initiated in the month ofNovember, 2001; that construction of the
Project has proceeded with due diligence, and will continue to proceed hereafter to completion with
due diligence; that construction of the Project will be completed within less than three years &om
said date of commencement of construction; and that it is reasonably anticipated that at least 95 lo

of the funds available, i.e., spendable proceeds of the Current Bonds, together with proceeds of the
aforesaid grants and the aforesaid connection charges, will be expended on the costs ofconstruction
of the Project within less than three years &om the date of delivery of the Current Bonds.

4. That we have conferred with said Local Counsel concerning the lines set out in said map
and concerning the sites necessary for the Project and have satisfied ourselves that said Local
Counsel has been informed by us and is aware of the need for obtaining (a) deeds ofeasement and/or

rights-of-way as to all such easements and/or rights-of-way; and (b) deeds as to any and all sites
deemed by us to be necessary in order to assure completion of the Project, as planned.

5. That we have also discussed with said Local Counsel our awareness of the need, if
authorized by the District, to furnish said Local Counsel prompt and accurate information as to the

legal descriptions of any and all easements, rights-of-way and/or sites, as may be necessary or
required in connection with approved change-orders or other relocations which maybe issued during

the course of construction. We state that we will not knowingly approve construction of facilities
of the Project on sites or in rights-of-way without first being assured by said Local Counsel that the

appropriate legal title and/or legal right-of-way has been obtained.

6. That to the best of our knowledge, the Project has been and/or can be completed in
accordance with the plans and specifications prepared and approved by us within the boundaries of
the aforesaid sites, easements and/or rights-of-way, and, to the best of our knowledge, has been
and/or can be completed in accordance with the construction contracts duly awarded by the District,
at a cost which is within the funds made available to the District and by the District as set out above,
based on the information available at this time and the pro~ected Anal costs for the Project.

7. That we have examined (a) a copy of the Amended Water Rate Resolution adopted by
the Board of Commissioners (the "Commission" ) of the District; (b) a schedule of the principal and

interest requirements of the aforesaid Current Bonds; (c) a schedule of the principal and interest

requirements ofthe outstanding Mountain Water District Waterworks Revenue Bonds of1988,dated

March 17, 1988 (the "Series 1988 Bonds" ); (d) a schedule of the principal and interest requirements

of the outstanding Mountain Water District Waterworks Revenue Bonds of 1989, Series B, dated

June 20, 1990 (the "Series 1989Bonds" ); (e) a schedule of the principal and interest requirements

of the outstanding Mountain Water District Waterworks Revenue Bonds of 1990, dated February

11, 1992 (the "Series 1990Bonds" ); (f) a schedule of the principal and interest requirements of the

outstanding Kentucky Infrastructure Authority Loans issued in February, 1992,June, 1994and June,

1998 (the "KIALoans" ); (g) a schedule of the principal and interest requirements of the outstanding

Mountain Water District Waterworks Revenue Bonds of 1993,dated June 7, 1994 (the "Series 1993
Bonds" ); (h) a schedule ofthe principal and interest requirements ofthe outstanding Mountain Water



District Waterworks Revenue Bonds, Series 1995, dated August 10, 1995 (the "Bonds of 1995");
(i) a schedule of the principal and interest requirements of the outstanding Mountain Water District
Waterworks Revenue Bonds, Series 1997, dated October 2, 1997 (the "Bonds of 1997");and (j) a
schedule of the principal and interest requirements of the outstanding Mountain Water District
Waterworks and Sewer Refunding Revenue Bonds, Series 1998,dated January 12, 1999(the "Bonds
of 1998").

8. That in our opinion, based on current cost factors and other existing conditions, the rates
established by the aforesaid Amended Water Rate Resolution, will generate sufficient revenues to
the District to enable the District to meet (1) all principal and interest requirements falling due on
the respective bond issues and on the respective dates, as follows:

(a) The outstanding Series 1988 Bonds, falling due on January 1 in each of the
respective years, 2003 through 2027;

(b) The outstanding Series 1989 Bonds, falling due on January 1 in each of the
respective years, 2003 though 2029;

(c) The outstanding Series 1990 Bonds, falling due on January 1 in each of the
respective years, 2003 through 2030;

(d) The outstanding KIA Loans;

(e) The outstanding Series 1993 Bonds, falling due on January 1 in each of the
respective years, 2003 through 2032;

(fI The outstanding Series 1995 Bonds, falling due on January 1 in each of the
respective years, 2003 through 2034;

(g) The outstanding Series 1997 Bonds, falling due on January 1 in each of the
respective years, 2003 through 2036;

(e) The outstanding Series 1998 Bonds, falling due on January 1 in each of the
respective years, 2003 through 2038;

(f) The Current Bonds, falling due on January 1, in each of the respective years, 2005
through 2042, plus all interest requirements falling due prior to January 1, 2005,
other than such interest requirements as will be capitalized out of the proceeds of
said Current Bonds; plus

(2) all of the estimated operating and maintenance expenses of the System, plus (3) reasonable
amounts for a reserve for depreciation and sinking fund purposes.



9. We certify that the prime Contractor Rom whom the District should obtain a statement

as to all work performed by such Contractor being paid for in full according to its contract, at the
time of delivery of the Current Bonds issued to finance the cost (not otherwise provided) of such
Construction Project, is Wilmott Construction, Inc., 1686 Paradise Camp Road, Harrodsburg,
Kentucky 40330

10. That in our opinion the first floor elevation of all structures is one (1) foot above the

100 year flood level and that a Permit to Construct Along or Across a Stream Course has been
obtained.

IN TESTIMONY WHEREOF, witness our signature to the foregoing this July 26, 2002.

SUMMIT ENGINEERING, INC.
Consulting Engineers

By
8;egistered Professional
Engineer, State of Kentucky
No. /5 )s>



CERTIFICATE OF RECEIPT OF RD GRANT PROCEEDS
AS OF DATE OF BOND CLOSING

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of $800,000 (Fedscreek/Mouthcard Project).

The undersigned Chairperson and Secretary of the Mountain Water District (the "District" )
ofPike County, Kentucky, for and on behalf ofsaid District, do hereby acknowledge that the District
has received to date the total sum of $31,568.30of an approved grant in the amount of $400,000
&om the Rural Development, leaving a balance ofapproximately $368,431.70to be received by the
District in the future, pursuant to the aforesaid grant award.

We certify that the proceeds ofsaid grant are to be applied or are scheduled to be applied for
the payment of the costs of construction of extensions, additions and improvements to the existing
waterworks system of the District.

IN TESTIMONY WHEREOF, witness our official signatures on this July 26, 2002.

MOUNTAIN WATER DISTRICT

By
Chairperson

Attest:

Secretary

F:IDOCIIFRAIIO UNTRIED PDIFECk9claslnglFMHA.GP.syd
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CERTIFICATE OF RECEIPT OF BOND PROCEEDS
AND BOND DELIVERY

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of $800,000 (Fedscreek/Mouthcard Project).

The undersigned Chairperson and Secretary of the Mountain Water District (the "District" )
of Pike County, Kentucky, for and on behalf of said District, do hereby acknowledge receipt of a
wire transfer from the Rural Development of the Department ofAgriculture of the United States of
America (the "RD"), in payment for the purchase and delivery of a certain single, fully registered
Bond of said District, entitled "Mountain Water District Waterworks Revenue Bonds, Series 2001"
(the "Current Bonds" ), in the face amount of $800,000, numbered R-1, dated the same date as the

date of this Certificate.

We certify that said wire transfer represents the purchase price of the Current Bonds

($800,000), less the amount heretofore advanced by the RD to the District as interim financing in
anticipation ofthe issuance ofthe Current Bonds, to pay the costs ofa construction project consisting
of extensions, additions and improvements to the existing waterworks system (the "System" )of the

District, and to pay expenses and charges incident to the issuance and sale ofthe Current Bonds, and

that the balance has been or will be deposited in the Mountain Water District Waterworks
Construction Account at the Community Trust Bank, N.A., Pikeville, Kentucky.

We certify that the proceeds of said wire transfer have been or will be applied to the extent

necessary to liquidate interim financing borrowed in anticipation of the issuance of the Current

Bonds, to pay the costs of a construction project consisting of extensions, additions and

improvements to the existing waterworks system (the "System" )of the District and to pay expenses
and charges incident to the issuance and sale of the Current Bonds. and that the balance has been or
will be deposited in the Mountain Water District Waterworks Construction Account at the

Community Trust Bank, N.A., Pikeville, Kentucky.

We further certify that the Current Bonds have been lawfully issued and sold by the District
and delivered to the purchaser on the date hereof.



IN TESTIMONY WHEREOF, witness our official signatures and the corporate seal ofsaid

District on this July 26, 2002.

MOUNTAIN WATER DISTRICT

By
Chairperson

(Seal of District)

Attest:

Secretary

F IOOCIIFRIIRlOO55FRIN. IFOIFEDPclosingIRECPROC wPd
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ARBITRAGE CERTIFICATE

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount

of $800,000 (Fedscreek/Mouthcard Project).

1. General. (a) The undersigned is the Chairperson of the Mountain Water District {the
"Issuer" ) of Pike County, Kentucky.

(b) This Certificate is executed for the purpose of establishing the reasonable
expectations of the Issuer as to future events regarding the Mountain Water District Waterworks
Revenue Bonds, Series 2001 (the "Bonds") in the aggregate principal amount of $800,000
authorizedpursuant to a Resolution (the "Bond Resolution" ) adopted by the Board ofCommissioners

of the Issuer on October 31, 2001, in order that the Bonds are not "arbitrage bonds" under Section
148 of the Internal Revenue Code of 1986, as amended (the "Code").

(c) The Issuer has not been notified ofany listing or proposed listing ofthe Issuer by the

Internal Revenue Service as an issuer that may not certify its bonds.

(d) The undersigned is one of the officers ofthe Issuer delegated with the responsibility
of issuing and delivering the Bonds.

(e) To the best of the knowledge, information and belief of the undersigned, the

expectations contained in this Certificate are reasonable.

(fI The facts and estimates in this Certificate are based on representations made by
Summit Engineering, Inc. (the "Engineers" ) employed by the Issuer to prepare the plans and

specifications and to supervise the construction ofthe Project defined in Section 2 hereof. The Issuer

is not aware of any facts or circumstances that would cause it to question the accuracy of the

representations made by the Engineers.

2. Purpose of the Bonds. (a) The Bonds are being issued for the purpose of providing
funds (not otherwise provided) (i) for the permanent financing of the costs of extensions, additions

and improvements (the "Project") to the existing waterworks system(the "System" )ofthe Issuer, and

(ii) for the costs of issuance of the Bonds.

(b) Upon the completion of the acquisition, renovation, construction and equipping of
the Project, the Project will be owned and operated by the Issuer.

3. Sources and Disbursement of Funds. (a) The Bonds have been sold to the Rural

Development (the "RD")at par ($800,000). The Bonds will be delivered to the RD on the date of
this Certificate upon payment by the RD of such purchase price with no accrued interest.

Accordingly, the net amount received by the Issuer &om the sale of the Bonds will be $800,000 (the
"Net Proceeds" ).



(b) The total funds available for the Project are derived &om the following sources:

Bond Proceeds
RD Grant

ARC Grant

Coal Severance Tax (LGEDG) Grant
AML Grant

Coal Severance Tax (Mountain Water District Dedicated Fund) Grant
KIA 2001 Loan
Connection Charges

$800,000
400,000
500,000

2,000,000
642,200
535,000

1,197,700
48.100

Total $6,123,000

(c) The Net Proceeds of the Bonds along with the other available moneys described
above for the Project will be expended on the acquisition, construction, renovation, improvement
and equipping ofthe Project and said moneys will be deposited in the Construction Fund (as defined
in the Bond Resolution) for construction of the Project and for the payment of the costs of issuance
of the Bonds.

(d) The Issuer has entered into a contract with a third party for the construction,
renovation, improvements and equipping of the Project obligating an expenditure equal to or in
excess of $100,000.

(e) Such construction, renovation, improvement and equipping of the Project will

proceed with due diligence to completion, presently expected to be December 31, 2003 and all of
the approximately $6,123,000 referred to above is expected to be expended prior to December
31, 2003.

4. The Bonds. The receipts and-disburs'e'menTs with respect to tPee3oncCs,
incIudin'ssuance

costs and accrued interest, are or will be detailed in Requisition Certificates signed by the
Issuer and the Engineers.

5. Construction Fund. Amounts deposited in the Construction Fund and earnings with

respect to such amounts will be expended for the payment ofthe balance ofcosts ofthe Project prior
to the date of completion of the Project. Pending such expenditure, such monies will be invested

without restriction as to yield.

6. Sinkine Fuiid. Money deposited in the Sinking Fund will be used to pay the principal
of and interest on the Bonds, and the Issuer reasonably expects that there will be no other funds that

will be so used. The Sinking Fund is a fund that is used primarily to achieve a proper matching of
revenues and debt service within each bond year. Money deposited in the Sinking Fund will be used

within thirteen (13) months Rom the date of deposit for the payment of debt service on the
outstanding Bonds and, except for an amount equal to not more than the greater of (a) one-twelfth



(1/12) ofdebt service requirements of the Bonds for the then ensuing year; or (b) one year's earnings
on the Sinking Fund, the Sinking Fund will be depleted annually through such application for current
debt service requirements of the Bonds. Amounts held in the Sinking Fund will be invested without

being limited as to the maximum permissible rate of investment return.

7. Oneration and Maintenance Fund. The Bond Resolution ratifies and confirms the
creation of an Operation and Maintenance Fund. The moneys in the Operation and Maintenance
Fund may be used to pay certain expenses related to the operation and maintenance of the System.
Amounts deposited in the Operation and Maintenance Fund will not be reasonably expected to pay
the principal of and interest on the Bonds. Amounts held in the Operation and Maintenance Fund
will be invested without being limited as to the maximum permissible rate of investment return.

8. Denreciation Fund. (a) The Bond Resolution ratifies and confirms the creation of a
Depreciation Fund.. The moneys in the Depreciation Fund may be used to pay the costs ofunusual

or extraordinarymaintenance, repairs, renewals and replacements to the System or of paying the cost
of constructing future extensions, additions and/or improvements to the System which will either
enhance its revenue-producing capacity or will provide a higher degree of service.

(b) Moneys on deposit in the Depreciation Fund may be used, when necessary, for the

purpose of making payments ofprincipal and interest on the Bonds, but such amounts will not be
reasonably expected to pay the principal and interest on the Bonds. There will be no assurance that

such amounts will be available to meet debt service on the Bonds if the Issuer encounters financial

difficulty. Amounts held in the Depreciation Fund will be invested without being limited as to the
maximum permissible rate of investment return.

9. No Replacement. No portion of the amounts received from the sale of the Bonds will

be used as a substitute for other funds which were otherwise to be used to finance the Project, and

which have been or will be used to acquire, directly or indirectly, obligations producing a yield in
excess of the yield on the Bonds.

10. No Overissuance. Taking into account other available funds, the amount necessary to
provide, or reimburse the Issuer, for payment of expenses of issuing and carrying the Bonds and

financing the Project, equals or exceeds the Net Proceeds of the Bonds and income thereon.

11. No Other Obligations. No other governmental obligations have been or will be issued

by the Issuer or any other entity (a) at substantially the same time as the Bonds (b) pursuant to a plan

of financing common with that of the Bonds and (c)which either will be paid f'rom substantially the

same source of funds as the Bonds or will have substantially the same claim to be paid from

substantially the same source of funds as the Bonds.

To the best ofmy knowledge and belief, there are no facts, estimates or circumstances other

than those expressed herein that would materially affect the expectations herein expressed, and, to
the best of my knowledge and belief, the Issuer's expectations are reasonable.



Dated July 26, 2002.

MOUNTAIN WATER DISTRICT

By
Chairperson
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CERTIFICATE OF EXECUTION, NO LITIGATION
AND OF OUTSTANDING BOND ISSUES

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of $800,000 (Fedscreek/Mouthcard Project).

We, Toni Akers, Chairperson, and Mike Litafik, Secretary, do hereby certify that we are the
officers of the Board of Commissioners (the "Commission" ) of the Mountain Water District (the
"District" ), constituting the governing body of said District, in Pike County, Kentucky.

1. That pursuant to all legal requirements, including the Bond Resolution duly adopted by
said Commission on October 31,2001, there have been heretofore lawfully authorized the negotiable
"Mountain Water District Waterworks Revenue Bonds, Series 2001" (the "Current Bonds" ), in the

aggregate principal amount of $800,000, in the form of fully registered bonds, as such purchaser(s)

may determine, bearing interest fiom the date thereof, which is the same date as the date of this

Certificate.

2. That pursuant to the provisions ofsaid Bond Resolution, the purchaser thereof, the Rural

Development of the Department of Agriculture of the United States of America (the "RD"), duly

elected to take delivery of said Current Bonds in the form of a single fully registered bond,
representing the total authorized issue of Current Bonds, in the principal amount of$800,000, dated

as of the date of this Certificate, which is the date ofdelivery ofand payment for said Current Bonds,
payable to the registered owner (initially the RD), numbered R-l, bearing interest at the rate of
3.25%per annum. Interest on the Current Bonds is payable semiannually on January 1 and July 1,
with principal installments being payable on January 1 m each of the respective years, 2005 through

2042, inclusive, as set out in the maturity schedule contained in said Bond Resolution.

3. That said Current Bond has been executed with the genuine signatures ofthe undersigned

Chairperson and Secretary, with the corporate seal (the "Seal") of the District duly affixed to said

Current Bond by one of us who was then and is now duly authorized to affix said Seal to said

Current Bond, and that at that time, a true impression ofsaid Seal was duly affixed to this Certificate
at the place indicated below.

4. That on the date of execution of this Certificate we were, and now are, the duly

appointed, qualified and acting officials indicated in this Certificate, and that we were and now are

duly authorized to execute the same.

5. That said Current Bonds rank on a parity with certain outstanding bonds of the District
listed as follows:

(a) Mountain Water District Waterworks Revenue Bonds of 1993, dated June 7, 1994
(the "Series 1993 Bonds" );



(b) Mountain Water District Waterworks Revenue Bonds, Series 1995,dated August 10,
1995 (the "Bonds of 1995");

(c) Mountain Water District Waterworks Revenue Bonds, Series 1997, dated October
2, 1997 (the "Bonds of 1997");

(d) Mountain Water District Waterworks and Sewer Refunding Revenue Bonds, Series
1998, dated January 12, 1999 (the "Bonds of 1998")

but are subject to the vested rights and priorities in favor of owners of certain outstanding bonds of
the District listed as follows:

(a) the outstanding Mountain Water District Waterworks Revenue Bonds of 1988,dated

March 17, 1988 (the "Bonds of 1988");

(b) the outstanding Mountain Water District Waterworks Revenue Bonds of 1989,Series

B, dated June 20, 1990 (the "Bonds of 1989");

(c) the outstanding Mountain Water District Waterworks Revenue Bonds of 1990,dated

February 11, 1992 (the "Bonds of 1990");

(d) Kentucky Infrastructure Authority Loans issued in February, 1992, June, 1994 and

June, 1998 (the "KIA Loans" );

and the Bonds of 1988, the Bonds of 1989, the Bonds of 1990Bonds, the KIA Loan, the Bonds of
1993,the Bonds of 1995, the Bonds of 1997,the Bonds of 1998 and the Current Bonds represent the

only issues ofbonds (the "Outstanding Bonds" ) or obligations of said District outstanding which by
their. terms are in any manner secured'r payable 6'om the revenues of the District's waterworks

system (the "System" ) as of the date hereof.

6. That no controversy or litigation is pending, prayed or threatened involving the creation,

organization, existence or boundaries of said District, or the title of any of its officers to their

respective positions, or the validity of the Current Bonds, or the power and authority of the District

(1) to construct extensions, additions and improvements to its existing System; (2) to own and

operate the System, including said extensions, additions and improvements as a revenue-producing

undertaking; and (3)to provide and apply adequate revenues &om the System for the full and prompt

payment of the principal of and interest on the aforesaid Outstanding Bonds, on a parity, and for the

cost of operation and maintenance of the System, and that none of the proceedings or authority for
the issuance of said Current Bonds has been repealed, revoked, rescinded, modified, changed or
altered in any manner.



IN TESTIMONY WHEREOF, we have hereunto affixed our respective official signatures
and the Seal of said District, this July 26, 2002.

MOUNTAIN WATER DISTRICT

By ~~ 372cr
Chairperson

By
Secretary

(Seal of District)

CERTIFICATION OF ATTORNEY FOR DISTRICT

We, Stratton, Hogg & Maddox, P.S.C.,hereby certify that we are Local Counsel for the

Mountain Water District, that we have read the foregoing Certificate ofExecution, No Litigation and

of Outstanding Bond Issues, and that all of the facts stated therein are true to the best of our

knowledge and belief.

Dated this July 26, 2002.

STRATTON, HOGG & ~DOX, P.S.C
Pikeville, Kentucey
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CERTIFICATE AS TO OFFICIAL SEAL, INCUMBENCY
AND SIGNATURE IDENTIFICATION

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of $800,000 (Fedscreek/Mouthcard Project).

We, the undersigned Chairperson and Secretary of the Mountain Water District (the
"District" ) of Pike County, Kentucky, do hereby certify that the Seal affixed below is the Official
Seal of said District.

We further certify that we are the duly elected, qualified and acting officers of said District,
as indicated by our signatures set out below; that the following signatures are our true and genuine
signatures; and that our terms of office are as hereinafter set out:

Signatures
Beginning of

Term Date
Expiration of

Term Date

Toni Akers, Chairperson

Mike Litafik, Secretky

08-01-1998

08-01-2001

08-01-2002

08-01-2005

We further certify that the other members of the Commission and their terms are as follows:

Commissioner
Beginning of

Term Date
Expiration of

Term Date

Terry Spears
Randal Good
Earl Sullivan

08-01-1998
08-01-1999
08-01-2001

08-01-2002
08-01-2003
08-01-2005

(Seal ofDistrict)
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PRE-CLOSING - NOVEMBER 8. 2001

RE: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount of
$800,000 (Fedscreek/Mouthcard Water Supply Project)

SIGNATURE FIRM/COMPANY

RUBIN & HAYS
Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202



MEMO AS TO PRE-CLOSING

Re: Mountain Water District Waterworks Revenue Bonds, Series 2001, in the amount
of $800,000.

1. The pre-closing conference took place on November 8, 2001, at 1:00P.M., E.S.T.,at
the District's office in Pikeville, Kentucky, and each person present signed the List of Signatures.

2. The requirements of the Rural Development (the "RD") Letter of Conditions, dated
December 20, 1999, and the Closing Instructions, dated June 20, 2001, were discussed.

3. Matters pertaining to railroad crossings, County road easements, U.S. Highway
easements and Kentucky Department of Transportation Utility Access Permits were resolved.

4. The procedure for the payment of funds out of interim financing proceeds was double-
checked with the Mountain Water District (the "District" ) and the RD, and it was ascertained that
the District had established the "Mountain Water District Waterworks Construction Account" (the
"Construction Account" ), at Community Trust Bank, N.A., Pikeville, Kentucky (the "Depository
Bank" ), pursuant to Section 301 of the Bond Resolution..

Written approval of the Engineers will not be required for payment of items not under the
jurisdiction of the Engineers, consisting of administrative costs such as legal fees, land acquisition
and related items, in which instances such amounts shall be disbursed upon the issuance of a
Requisition Certificate signed by the Chairperson with written approval of the RD.

To the extent that such amounts on deposit in the Construction Account exceed $100,000
.at any time, such. Construction Account willbe.collateralized by:-a valid pledge ofU-.S;obligations.-= . --..

The approving legal opinion ofBond Counsel as to interim financing was handed to the RD
and Kentucky Rural Water Finance Corporation, Bowling Green, Kentucky (the "Interim Financing
Bank" ), and a copy of same was placed in the Transcript.

5. An Operating and Management Plan had been prepared and approved by the District and

approved by the RD, and a copy was obtained to be placed in the Transcript.

6. Evidence of the following had been or was obtained and placed in the Transcript:

(a)
(b)

(c)

Execution of Fidelity Bond of Treasurer ($452,000).
Insurance, including real property insurance on above-ground structures,
liability insurance, builders'isk insurance and Worker's Compensation.
Signing of color-coded map.



(d) Costs and expenses of the project to date, including amounts owed to Local
Counsel, Bond Counsel, Contractors, Engineers and any other persons (if
any) entitled to such payments, plus reimbursement to the District for
publication and other necessary costs (established in Statement prepared by
the Engineers).

7. RD Forms were obtained and placed in the Transcript, as follows:

(a)
(b)
(c)
(d)
(e)
(f)
(g)
(}1)

(i)

(j)
(k)
(})
(m)

(n)

Equal Opportunity Agreement.
Notice to Contractors and Applicants.
Assurance Agreement.

Compliance Review.
Preliminary Title Opinion as to each site.
Operating Budget.
Right of Way Certificate.
Opinion of Counsel Relative to Rights-of-Way.
Applicant Certification Federal Collection Policies or
Commercial Debts.
Request for Obligation of Funds.
Grant Agreement.
Loan Resolution.
Certification Regarding Debarment, Suspension and Other
Responsibility Matters.

AD-1049, Certification Regarding Drug-Free Workplace Requirement.

8. The following pre-closing documents and certificates, prepared by Bond Counsel, were
properly executed and placed in the Transcript:

(a)
(b)
(c)

(d)
(e)
(0
(g)
(11)

(i)
(})
(k)
(})
(m)

Opinion as to Due Incorporation and Continued Existence ofWater District.
Opinion as to Legal Sufficiency of Engineers'ontract.
Opinion ofCounsel Relative to Advertisement for Construction Bids, Award
of Contracts and the Execution Thereof.
Certificate as to Distribution System Operator.
Certificate as to Number of waterworks Users.
Certificate as to Official Seal, Incumbency and Signature Identification.
Certificate as to No Litigation and Outstanding Bond Issues.
Certificate of Engineers (For Purpose of Pre-Closing).
Certificate of RD Manager.
Certificate of RD as to Insurance and Bonding.
Title Opinion as to waterworks Project (For Purpose of Pre-Closing)
Legal Opinion of Bond Counsel as to interim financing.
Form of Bond Anticipation Note to Kentucky Rural Water Finance
Corporation.



(n) Signature Sheet.

9. It was determined that construction should proceed, and checks were issued in payment

of all items of expense contained in the Statement prepared by the Engineers.
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November 8. 2001

TITLE OPINION
AS TO KVATERWORKS PRO.JECT

<Ve. Stratton, Hogg 8: Macldox, P.S.C.,Attorneys at Laiv, Pikeville, Kentucky, representing the
I'vlountain 1Vater District of Pike County, Kentucl y (the "District ). certih:

( I ) fhat vve have investi atecl and ascertained the location of the v arious sites of major structures

ancl installations to be constructed in connection xvith certain proposed extensions, additions and

imp('oven1cnts (ihe 'roject" ) to the existin ivatcnvo('ks sx stem of the District (the "System" ),
(0 ethel'vith all I I hts L1t Nvay and cilscnlcnts ncccssill y in connection xv(th thc construct(on ol
the I'rojcct anil in connection ivith thc continued ovvnc('ship and operation of'he System.

(2) That ive have examined the records of the ownership ot'said sites ancl xvc are of the opinion
that said District now ovvns fee simple title to all of said sites and that said title is free and clear
of all liclls ancl enculllb(allccs vvhicl1 mi< ht adyerselv al'f'ect the right of tl1e District to the cise of
the same in operation of the System. subject to the encumbrances ref'erred to in Paragraph 12

hereo f.

(3) That ave have flirther examined the right-Of-ivay instruments. permits and!Or licenses obtained

from landowners, public bodies ancl public utilities.

(0) That we have taken co< nizance of'he fact that the District possesses the popover of'eminent

domain vvhich vvoulcl enable it to perl'ect title to any pertinent easements and/or right-of'-way as

to which its title might be clefectivc. and that the cost ol'perfecting any such title is considered to

be negligible in vieiv of thc fact that in virtually ex ery instance the easement or right-ot'-way

improves, rather than damages. the value ol'he property. by reason ol'brin <ing the System to

such property: ancl accordingl) . if and to any possible extent (hat the District does not have

adequate title to such eascnlcnts 'lncl/or rights-of-vvay I'or the purpose desired. the District can. in

our opinion. obtain such easements and/or rights-of-xvay, either through negotiation or thl'ollgh

thc excl'cise ot the popover of'eminent domain. >vithout exceeding the funds ax ailable.
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(5) That we have examined the instruments creating the aforesaicl easements and/or rights-of-way
and that it is our opinion that said instruments are valid as to form and substance for the purpose
intended. although we have not examined the title records as to each of such easements and/or

rights-of-way and express only a limited opinion as to the title thereto, based on such limited

examination as set out herein.

(6) That based on the subject to the foregoing, lve are of the opinion that the District now owns

the necessary permanent rights-of-way and easements for ingress to and egress from the

atoresaicl sites and the necessary permanent rights-of-way and/or easements for water lines to and

tiom said sites, connecting with the water mains and lines extending throughout the System, and

that the District has sufficient legal title and interest in said sites, rights-of-way and easements to
permit the construction of the necessary waterworks t'acilities thereon as contemplated and to

peilllit the operation and maintenance of such facilities thereon during the estimated life of such

tilcility or f'acilities by the District after conlpletion of construction.

(7) That the District h'ls accluiled the necessary permits, franchises ancl authorizations or other

instruments by whatsoevel'lallle designated. from public utilities and public bodies commissions

or agencies. authorizing the construction, operation and maintenance of the facilities upon or
across streets. roads. highways, railroads and public utilities. whenever and wherever the same

are affected.

. (8) That a rigllt-of-way nlap, as fuiilished by the District, shows the location and distribution of
all land ancl ri<<hts-of-way acquired by theI)istrict ancf/or necessary-to bea<cqitlred-by the=District —--
in connection with the Project. Attention is called to certitied copies of all deeds for said rights-

of-way and easements over adjacent properties. for the pui pose of ingress to and egress from said

site locations: also the necessary permits from the Department of Highways of the

Commonwealth of Kentucky and from Pike County. Kentucky, insofar as the same affect the

roads, streets. highways. and other properties belonging to them. These exhibits were furnished

with a prelinlinary celtiticate and opinion (RD Form 442-22) in connection with the tinancing of
the Project.

(9) That in that connection, we have conferred with Summit Engineering, Inc.. the engineers

employecl by the District in connection with the Project, concerning the lines set out in saicl map

ancl concerning the sites necessary, accorcling to said Engineers, for the construction of the

Project; that v,e have satistied ourselves that we are thoroughly familiar with the lines and sites

required by said map and by the Engineers f'r the construction of said Project. and that subject to

possible exceptions as to title. referrecl to in Paragraph 4 hereof, we are satistied that the District

has obtainecl deeds of easements and/or rights-of-way and/or sites required by the District, as set

out in saicl map, ancl according to infornliltion furnished to us by the Engineers. as being

necessary for the construction of said Project. We have also discussed with the Engineers the
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need tor being furnished prompt and accurate information as to the legal descriptions of any anl
all easements, rights-of-way and/or sites, as may be required in connection with any approved
chan»e-orders with reference to the Project which may be issued during the course of
construction.

(10) That the estate ancl interest of the District in such sites. easements and rights-of-way are

legal and valid, and that al Deecls, conveyances and documents pertaining to or eviclencing

ownership or other rights in any interest in land which will or may be utilized by or for the

Project or xvhich may be required in connection therewith have been duly recorded, except for

three (3) easements which are in hand ancl will be recorded uhen signed by Mountain Water
District. as required by law in the ofhce of the Pike County Clerk in Pikeville, Kentucky.

(11)That ive have esca>nined the various recorcls of Pike County. and other pertinent proceedings,
docunients and showin <s and have consulted with ofhcials ot'the District concerning the title of
lhe District to its existing ~vateru,orks System: ancl that it is a matter ot common knowledge and

in no way controverted bx such records that the District is the oivner ol'its existing xvaterworks

Systenl.

(12) That the title ot the District to all of the sites, rights-of-ivay and/or easements referred to

herein and to the existing System is encumbered by a lien on ancl an exclusive pledge of the

Ievenu<'s ol'the System. for the beneht of the owners of the outstanding bonds of an authorized

issue of $800,000 of Mountain Water District Waterworks Revenue Bonds, Series 2001 (the
-"-Cui ierit Boncls-'-');=ii'hich. lien and yledge ~~re-cieated ornate by the Distr'let is secifi'ity for the-

'ssuancenf saicl Current Bonds. Said Current Boncls rank on a parity as to security and source of
pai ment with certain outstanding Bonds of the District. as follows:

(a) Mountain KVater District Waterworks Revenue Bonds of 1993, elated.June 7, 1994
(the 'onds of 1993"):

(b) Mountain EVater District Waterworks Revenue Bonds, Series 1995.datecl August

10. 1995 (the "Bonds of 1995");

(c) lvlountain SVater District Waterworks Revenue Bonds, Series 1997.dated October

2. 1997 (the "Boncls of 1997");ancl,

(d) t<~lountain 9<ater District Waterworks and Server Rel'unding Revenue Bonds.
Series 1998.dated January 12. 1999 (the "Bonds ol'1998"):

but are subject to the vested rights and priorities ol'the owners of the outstanding:
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(a) lilountain Water District Waterworks Revenue Bonds of 1988, datecl ivlarch 17,

1988 (the "Bonds of 19SS");

(b) ivlountain Water District Waterworks Revenue Bonds of 1989.Series B. dated

June 20, 1990 (the 'onds of 1989"):

(c) iVIountain Water District Waterworks Revenue Bonds of 1990.dated February 11,
1992 (the 'Boncls of 1990");and,

(d) Kentucky Infrastructure Authority Loans issued in February, 1992,.June, 1994
and .June. 1998 (the -KIA Loans':

ancl saicl title of the District is subject to no other encumbrances of record.

(13) 'I'hat there are no taxes or assessments now delinquent or becoming delinquent relative to or

al'I'ecting any sites. easements and/or rights-of-Ivay pel talnlng to the S) stem.

(14) That the Project shall be constructecl in a manner ivhich is consistent vvith the

comprehensive area water ancl server plan, is in compliance xvith all applicable zoning laws, ancl

is not inconsistent ivith any clevelopment plans of the Commonwealth of Kentucky. Pike County.

or «ny multi-jurisdictional area in ~vhich the District is located.

(15)-Tlrit-re cantro~ ersycn. litigation is pendin<~, prayed- o'-threatened-.-involving-the creation-,--

organization. existence or boundaries of the District. or the title of any of its officers to their

respective positions, or the valiclity of the Current Bonds. as and ivhen issued. or the power and

authol ity of the District to construct the Project. to o'<vn anct operate the System as a revenue-

proclucing unclertaking. ancl to provicle ancl apply aclequate revenues therefrom for the full and

prompt payment of'he principal of and interest on the at'oresaid Bonds ol 1988. Boncls of 1989,

Boncls ol'1990, KlA Loans. Boncls of 1993, Boncls of 1995, Boncls ol'1997. Bonds of 199S ancl

the Current Bonds, as and when issuecl, and that none of the proceedings or authority for the

issuance ot the Current Bonds has been repealecl, revol ecl, rescinded, modihed. changecl or

altered ln ally nlallnel.

IVi TESTIMOVi Y WHEREOF. ivitness our signatures this November 8. 2001.

STRATTOiil HOGG k ivIADDOX P S C

BY
~Pikevllle. Kentucky /



U$ PP United States
Department nt

1
Agriculture

Rural

Development
220 West First Street
Morehead, KY 40351
606/784-6447

FAX 606/784-2076

TTY 859/224-7422

11/OS/2001

Mr. Gary Larimore, Secretary/T'reasurer
Kentucky Rural Water Finance Corporation
P.O. Box 1424
Bowling Green, Ky. 42102-1424

Re: Mountain Water District
RD Commitment of Permanent Financing

Dar Mr. Larimore:

Reference is made to a request from the Mountain Water District, Toni Akers, Chairperson,
for interim financing from the Kentucky Rural Water Finance Corporation to expand the
District's water system at the interest rate and terms and conditions agreed upon, as reflected
in the attached copy of your loan agreement.

This letter is to confirm certain understandings on behalf of Rural Development.

Final plans and specifications have been prepared and approved, bids have been taken, and
the Water District has awarded the construction contracts to the qualified low bidder(s). It
has been deterinined by the Water District and Rural Development that the conditions of the
loan closing can be met.

Funds in the amount of $800,000.00 have been obligated for the project, as evidenced by the
attached documentation.

It is proposed by the Water District with the approval of Rural Development that the
Corporation advance funds in accordance with the agreed terms and conditions stated in your
attached agreement, as needed to pay for construction and other authorized and legally
eligible expenses incurred by the Water District. It must be understood that advances of the
interim loan funds will be made only upon presentation of proper statements and partial
payment estimates prepared by the contractors, approved for payment by the Water District's
engineer, the Water District's authorized representative, and the authorized official of Rural
Development.

USDA Rural Development is an Equal Opportunity Lender, Provider, and Employer.
Complaints of discrimination should be sent to: USDA, Directorl, Office of Civil Rights,
Room 326-W, 1400 Independence Avenue SW, Washington, D.C. 20250-9410
Or Call f202) 720-5964 Voice and TDD



The loan will be scheduled for closing by Rural Development when construction to be
financed by the RD loan funds is substantially complete in accordance with the RD approved
contract documents, drawings, and specifications. At that time, funds not exceeding the RD
loan amount will be available to pay off the amount of loan advances your lending institution

has made for authorized approved purposes, including accrued interest to the date of closing.

Prior to loan closing, the Water District will also be required to provide Rural Development
with statements from the contractors, engineer and attorney, that they have been paid to date

in accordance with their contracts or other agreements and subcontractors have been paid.
The Water District must be able to execute the Certificate ofNo-Lit~iation in order for Rural

Development to close the loan.

Rural Development appreciates your assistance to the Water District and the community and

looks forward to working with you on this project.

If there are ariy questions, please call Ronnie Brooks of this office at (606)784-6447, Ext.
116.

JOSEPH C. FRAZIER
Rural Development Manager

Enclosures

CC: RD, State Director, Att: RUS
-RDe'; Area--Office -File- —--:-

Mountain Water District

Randy Jones, Rabin & Hays

H. Edward Maddox, Local Counsel

Kevin Howard, Summit Engineering, Inc.
Bob Pennington, Kirkpatrick Pettis



ATTORNEYSATLA%

Kentucky Home Trust Building, 450 South Third Street, Louisville, Kentucky 40202-1410
telephone (502) 569-7525 Telefax (502) 569-7555 Email: rhrubinhays.corn

CHARLES S. MUSSON
W. RANDALL JONES
CHRISTIAN L. JUCKETT

PARALEGAL
MARY M. EMBRY OPINION OF BOND COUNSEL

November 8, 2001

Loan Agreement by and between Kentucky Rural Water Finance Corporation
and Mountain Water District dated as ofNovember 8, 2001

We hereby certify that we have reviewed and are familiar with the proceedings of the Board
ofCommissioners (the "Governing Authority" ) of the Mountain Water District (the "Governmental

Agency" ), in connection with the authorization, execution and delivery of a Loan Agreement
between the Kentucky Rural Water Finance Corporation, (the "Corporation" ) and the Governmental

Agency, dated November 8, 2001 (the "Loan Agreement" ) and the form of the Loan Notes &om the

Governmental Agency to the Corporation (the "Loan Note" ) evidencing the loan in the amount not
to exceed $800,000 being issued by the Corporation to the Governmental Agency pursuant to the
Loan Agreement and the Loan Note to provide interim financing (the "Loan") for the construction
of a project (the "Project") consisting of improvements to the waterworks system of the

Governmental Agency (the "System" };and the proposed issuance of bonds by the Governmental

Agency in the amount of $800,000, to be dated the date of the issuance thereof (the "Bonds") to

repay the Loan and provide permanent financing for the Project.

—Our--examination-ofzuch proceedings included (a$ the proceedings of the Governing

Authority held on October 31, 2001, adopting a resolution authorizing the Loan Agreement (the
"Resolution" ) (b) the proceeIhngs of the Governing Authority held on October 31, 2001, adopting
legislation authorizing the Bonds (the "Bond Legislation" );and (c) the proceedings ofthe Governing
Authority held on November 8, 2001, accepting the successful bid of the United States Department
of Agriculture, Rural Development (the "RD") for the purchase of the Bond.

Based upon our examination of the aforesaid proceedings, we are of the opinion that the

Governmental Agency has a valid contract with the RD, in which the Governmental Agency has

agreed to sell and RD has agreed to purchase Bonds at par, and that the Bonds, when issued in
accordance with the aforesaid proceedings, will be valid and legallybinding upon the Governmental

Agency and will be secured by and payable f'rom a pledge of the gross revenues of the System.

Based upon our review of such proceedings and applicable laws, it is our opinion that the
Loan Agreement has been validly authorized, executed and delivered by and on behalf of the
Governmental Agency.



The rights and remedies ofthe Corporation under the Loan Agreement may be limited by any

applicable bankruptcy, insolvency, reorganization, or similar laws, orjudicial decisions affecting the

rights ofcreditors generally, and by the application ofequitable principles where equitable remedies
are sought.

This opinion letter is issued to, and solely for the benefit and reliance of, the Corporation and

may not be relied upon by any persons other than the Corporation.

Respectfully Submitted,



RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT APPROVING AND
AUTHORIZING A LOAN AGREEMENT WITH THE KENTUCKY RURAL
WATER FINANCE CORPORATION

WHEREAS, the Board of Commissioners ("Governing Authority" ) of the Mountain

Water District, ("Governmental Agency" ) has previously determined that it is in the public interest

to acquire and construct certain facilities and improvements to the Governmental Agency's
Waterworks System (the "Project"); and

WHEREAS, the Governmental Agency desires the Kentucky Rural Water Finance
Corporation (the "Corporation" ) to act as its agency and instrumentality for the purpose ofproviding
monies to construct the Project and has made an application to the Corporation therefore; and

WHEREAS, in order to obtain such monies, the Governmental Agency is required to enter

into a Loan Agreement with the Corporation;

NOW, THEREFORE, BE IT RESOLVED by the Governing Authority of the Mountain

Water District, as follows:

SECTION 1.That the Governing Authority hereby requests to the Corporation to act as its

agency and instrumentality in obtaining interim financing and hereby approves and authorizes the

Loan Agreement between the Governmental Agency and the Corporation substantially in the form

on file with the Governmental Agency for the purpose ofproviding the necessary financing to the

Governmental Agency for the Project and the Loan Note &om the Governmental Agency to the

Corporation-in the amount-not.to. exceed-$ 809 000-.—.==---- -=- --

SECTION 2. That any officer of the Governmental Agency be and hereby is authorized,

directed and empowered to execute necessary documents or agreements, and to otherwise act on

behalf of the Governmental Agency to effect such financing.

SECTION 3. That this resolution shall take effect at the earliest time provided by law.



Adopted on October 31, 2001.

MOUNTAIN WATER DISTRICT

~~7ku
Chairperson

Attest:

CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

Mountain Water District; that the foregoing is a full, true and correct copy ofa Resolution adopted

by the Governing Authority of said District at a meeting duly held on October 31, 2001; that said

official action appears as a matter ofpublic record in the official records or Journal ofthe Governing

Authority; that said meeting was held in accordance with all applicable requirements ofKentucky

law, including KRS 61.810,61.815,61.820and 61.823;that a quorum was present at said meeting;
that said official action has not been modified, amended, revoked or repealed and is now in full force
and effect.

IN TESTIMONY WHEREOF, witness my signature this 31st day of October, 2001.

Secretary





ASSISTANCE AGREEMENT

BETWEEN

KENTUCKY RURAL WATER FINANCE CORPORATION

MOUNTAIN WATER DISTRICT

DATED

AUGUST 29, 2012

IN THE AMOUNT OF $6,270,000

This document was prepared by:

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

By( PPr.il it
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ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of August 29, 2012 (the "Assistance
Agreement" ) by and between the Kentucky Rural Water Finance Corporation, a non-profit
agency and instrumentality of various political subdivisions of the Commonwealth of Kentucky
duly organized and existing under the laws of the Commonwealth of Kentucky (the "Issuer" ) and
the Mountain Water District, P.O. Box 3157, Pikeville, Kentucky 41502 (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
Finance Corporation Multimodal Public Projects Revenue Bonds (Flexible Term Prograin),
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 Regions Bank, Nashville, Tennessee (as successor in interest to Fifth Third Bank
and The Bank of New York Trust Company, N.A.), as trustee (the "Trustee" ), the net proceeds of
which will be applied for the benefit of such goveminental 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 2012E (the "Series 2012E Bonds" ) in the aggregate principal amount of
$14,550,000, pursuant to a Supplemental Trust Indenture No. 47, dated as of August 29, 2012 by
and between the Issuer and the Trustee, which Series 2012E Bonds will rank on a parity with the
Series 2001 Bonds and the proceeds of which will be used by certain Governmental Agencies to
acquire, construct and equip public projects described in various Assistance Agreements by and
between the Governmental Agencies and the Issuer; and

WHEREAS, the Governmental Agency has outstanding its:

Mountain Water District Waterworks Revenue Bonds of 1988, dated March 17,
1988, in the original authorized principal amount of $500,000,

Mountain Water District Waterworks Revenue Bonds of 1989, Series B, dated
June 20, 1990, in the original authorized principal amount of $500,000,

Mountain Water District Waterworks Revenue Bonds of 1990, dated February 11,
1992, in the original authorized principal amount of $1,488,000,

Mountain Water District Waterworks Revenue Bonds of 1993, dated June 7,
1994, in the original authorized principal amount of $662,000,

Mountain Water District Waterworks Revenue Bonds, Series 1995, dated August
10, 1995, in the original authorized principal amount of $1,334,000.



(W
6. Mountain Water District Waterworks and Sewer Refunding Revenue Bonds,

Series 1998, dated January 12, 1999, in the original authorized principal amount

of $2,540,000, and

7. Mountain Water District Waterworks Revenue Bonds, Series 2004, dated May 20,
2004, in the original authorized principal amount of $1,760,000

(collectively the "Refunded Bonds" ), which bonds were issued by the Governmental Agency to
make improvements and extensions to the Governmental Agency's waterworks and sewer system

(the "System" ); and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable

and in the public interest to currently refund the Refunded Bonds, in order to effect substantial

debt service savings (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 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, in and by the Prior Bond Legislation (as hereinafter defined), the right and

privilege was reserved by the Governmental Agency under conditions and restrictions set out in

said Prior Bond Legislation, of issuing additional bonds from time to time, payable from the

income and revenues of the System and ranking on a parity with the 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 permit the issuance of certain proposed additional bonds so as to rank, when

issued, on a parity with the outstanding Prior Bonds; and

WHEREAS. it is deemed necessary and advisable for the best interests of the

Governmental Agency that it enter into this Assistance Agreement with the Issuer in order to
borrow funds (the "Loan") in the amount of $6,270,000 [the "Obligations"], for the purpose of
providing funds for the Project, and to reaffirm the conditions and restrictions under which

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 funds for the purpose aforesaid; and

WHEREAS, the Issuer is willing to cooperate with the Governmental Agency in making

available the Loan pursuant to the Act and the Indenture to be applied to the Project upon the



conditions hereinafter enumerated and the covenants by the Governmental Agency herein

contained; and

WHEREAS, the Issuer and the Governmental Agency have determined to enter into this

Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth their

respective duties, rights, covenants, and obligations with respect to the 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 MUTUALLY
COVENANT AND AGREE, EACH WITH THE OTHER AS FOLLOWS:

Section l. 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 Rubin 8t. Hays, Kentucky Home Trust Building, 450 South

Third Street, Louisville, Kentucky 40202, or any other nationally recognized individual or firm

in the field of municipal bond law.

"Bond Legislation of 1988" or "1988 Bond Legislation" refer to the Resolution

authorizing the Series 1988 Bonds, duly adopted by the Governing Body of the Governmental

Agency on February 25, 1988.

"Bond Legislation of 1989" or "1989 Bond Legislation" refer to the Resolution

authorizing the Series 1989B Bonds, duly adopted by the Governing Body of the Governmental

Agency on July 20, 1989.

"Bond Legislation of 1990" or "1990 Bond Legislation" refer to the Resolution

authorizing the Series 1990 Bonds, duly adopted by the Governing Body of the Governmental

Agency on January 10, 1991.

"Bond Legislation of 1993" or "1993 Bond Legislation" refer to the Resolution

authorizing the Series 1993 Bonds, duly adopted by the Governing Body of the Governmental

Agency on March 18, 1993.

"Bond Legislation of 1995" or "1995 Bond Legislation" refer to the Resolution

authorizing the Series 1995 Bonds, duly adopted by the Governing Body of the Governmental

Agency on July 19, 1995.



"Bond Legislation of 199,": PVater and Sewer)" or "1997 Water and Sewer Bond
Legislation" refer to the Resolution authorizing the Series 1997 Water and Sewer Bonds, duly

adopted by the Governing Body of the Governmental Agency on September 24, 1997.

"Bond Legislation of 1998 PVater and Sewer)" or "1998 8'ater and Sewer Bond
Legislation" refer to the Resolution authorizing the Water and Series 1998 Water and Sewer
Bonds, duly adopted by the Governing Body of the Governmental Agency on October 28, 1998.

"Bond Legislation of 2001" or "2001 Bond Legislation" refer to the Resolution
authorizing the Series 2001 Bonds, duly adopted by the Governing Body of the Governmental

Agency on October 31, 2001.

"Bond Legislation of 2003 (Sewer)" or "2003 Sewer Bond Legislation" refer to the

Resolution authorizing the Series 2003 Sewer Bonds, duly adopted by the Governing Body of
the Governmental Agency on July 30, 2003.

"Bond Legislation of 2004" or "2004 Bond Legislation" refer to the Resolution
authorizing the Series 2004 Bonds, duly adopted by the Governing Body of the Governmental

Agency on April 28, 2004.

"Bond Legislation of 2004 (Sewer)" or "2004 Sewer Bond Legislation" refer to the
Resolution authorizing the Series 2004 Sewer Bonds, duly adopted by the Governing Body of
the Govemrnental Agency on August 25, 2004.

".Bond Legislation. of 2005" or "2005 Bond Legislation" refer to the Resolution
authorizing the Series 2005 Bonds, duly adopted by the Governing Body of the Governmental

Agency on October 26, 2005.

"Bond Legislation of 2006 (Sewer)" or "2006 Sewer Bond Legislation" refer to the

Resolution authorizing the Series 2006 Sewer Bonds, duly adopted by the Governing Body of
the Governmental Agency on November 21, 2006.

"Bond Legislation of 2008" or "2008 Bond Legislation" refer to the Resolution
authorizing the Series 2008 Bonds, duly adopted by the Governing Body of the Governmental

Agency on February 27, 2008.

"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.

"Certified 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 Governmental Agency financial matters.



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

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

"Depreciation Fund" refers to the Mountain Water District Water System Depreciation
Fund, created in the Prior Bond Legislation and which Depreciation Fund will continue to be
maintained for the benefit of all of the Bonds.

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

"Fiscal Year" refers to the annual accounting period of the Governmental Agency,
beginning on January 1, and ending on December 31, of each year.

"Funds" refers to the Revenue Fund, the Sinking Fund, the Operation and Maintenance
Fund, the Depreciation 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.

"Governmental Agency" refers to the Mountain Water District, P.O. Box 3157, 6332
Zebulon Hwy, Pikeville, Kentucky 41502.

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

"Governmental Agency Clerk" refers to the Secretary of the Governing Body.

"Indenture" means the Trust Indenture, dated as of April 4, 2001, as originally executed
or as it may from time to time be supplemented, modified or amended by any supplemental
indenture, including the Supplemental Trust Indenture No. 47, dated August 29, 2012. by and
between the Issuer and the Trustee.

"Interest Payment Date" shall mean the 1" day of each month, commencing October 1,
2012 and continuing through and including July 1, 2039 or until the Loan has been paid in full.

"Issuer" refers to the Kentucky Rural Water Finance Corporation, Bowling Green,
Kentucky.

"XM Loans" refers to the outstanding Kentucky Infrastructure Authority loans to the
Governmental Agency, including notes: dated February 1992 in the original amount of $ 186,711,
dated June 1994, in the original amount of $5,165,093, dated June 1994, in the original amount



of $337,760, dated January 2002, in the original amount of $ 1,197,072, dated June 2004 in the

origiI1al arnour1t of $226,776.

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

aInount of $6,270,000, maturing July 1, 2039.

"Operation and Maintenance Fund" refers to the Mountain Water District Water System

Operation and Maintenance Fund created and confirmed in the Prior Bond Legislation, which

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 that have been

8efeased.

"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

d.cerned to include, nor to prohibit the issuance of, bonds ranking inferior in security to the

Obligations.

"Permitted Investments" refers to the following:

(a) Obligations of the United States and of its agencies and instrumentalities,

i@eluding obligations subject to repurchase agreements, if delivery of these obligations subject to

repurchase agreements is taken either directly or through an authorized custodian. These

ir1vestments may be accomplished through repurchase agreements reached with sources

ir1cluding but not limited to national or state banks chartered in the Commonwealth of Kentucky;

(b) Obligations and contracts for future delivery or purchase of obligations backed by
the full faith and credit of the United States or a United States government agency, including but

n.ot limited to:

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

Government National Mortgage Corporation; and

Merchant Marine bonds;

(c)
limited to:

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

Federal Horne Loan Mortgage Corporation:
Federal Farm Credit Banks;
Bank for Cooperatives;
Federal Intermediate Credit Banks;
Federal Land Banks;
Federal Home Loan Banks;



vii. Federal National Mortgage Association; and

viii. Tennessee Valley Authority;

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

surety bonds, permitted by KRS Section 41.240(4);

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan

institution rated on one (1) of the three (3) highest categories by a nationally recognized rating

agency;

(f) Banker's acceptances for banks rated in one (1) of the three (3) highest categories

by a nationally recognized rating agency;

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

agency;

(h) Bonds or certificates of indebtedness of the Commonwealth of Kentucky and of
its agencies and instrumentalities;

(i) Securities issued by a state or local government, or any instrumentality of agency
thereof, in the United States, and rated in one (1) of the three (3) highest categories by a
nationally recognized rating agency; and

(j) Shares of mutual funds, each of which shall h'ave the following characteristics:

The mutual fund shall be an open-end diversified investment compariy

registered under the Federal Investment Company Act of 1940, as

amended;
The management company of the investment company shall have been in

operation for at least five (5) years; and

All of the securities in the mutual fund shall be eligible investments under

this section.

Investments in the above instruments are subject to the following conditions and

limitations:

(a) The amount of money invested at any time by a local government or political
subdivision in one (1) or more of the categories of investments authorized by subsection (e), (f),
(g), and (i) of this definition shall not exceed twenty percent (20%) of the total amount of money

invested by the local government: and

(b) No local government or political subdivision shall purchase any investment

authorized herein on a margin basis or through the use of any similar leveraging technique.



"Prior Bond Legislation" refers to the 1997 Water and Sewer Bond Legislation, 2001
Bond Legislation, 2003 Sewer Bond Legislation, 2004 Sewer Bond Legislation, 2005 Bond
Legislation, 2006 Sewer Bond Legislation, and 2008 Bond Legislation.

"Prior Bonds" refers collectively to the Series 1997 Water and Sewer Bonds, Series 2001
Bonds, Series 2003 Sewer Bonds, Series 2004 Sewer Bonds, Series 2005 Bonds, Series 2006
Sewer Bonds, Series 2008 Bonds, and KIA Loans.

"Program" refers to the Issuer's Public Projects Flexible Term Program designed to
provide financing for the expansion, addition and improvement of public projects for

governmental entities.

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

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

pursuant to Section 4.2 of the Indenture.

"Project" refers to financing the cost to currently refund the outstanding Refunded

Bonds, with the proceeds of the Obligations.

"Refunded Bonds" refers to the Series 1988 Bonds, Series 1989B Bonds, Series 1990
Bonds, Series 1993 Bonds, Series 1995 Bonds, Series 1998 Water and Sewer Bonds, and Series
2004 Bonds.

"Revenue Fund" refers to the Mountain Water District Water System Revenue Fund
created in the Prior Bond Legislation and which Revenue Fund will continue to be maintained

for the benefit of all of the Bonds.

"Series 1988 Bonds" refers to the outstanding Mountain Water District Waterworks
Revenue Bonds of 1988, dated March 17, 1988, in the original authorized principal amount of
$500,000.

"Series 1989B Bonds" refers to the outstanding Mountain Water District Waterworks

Revenue Bonds of 1989, Series B, dated June 20, 1990, in the original authorized principal
amount of $500,000.

"Series 1990 Bonds" refers to the outstanding Mountain Water District Waterworks
Revenue Bonds of 1990, dated February 11, 1992, in the original authorized principal amount of
$1,488,000.

"Series 1993 Bonds" refers to the outstanding Mountain Water District Waterworks
Revenue Bonds of 1993, dated June 7, 1994, in the original authorized principal amount of
$662,000.



"Series 1995 Bonds" refers to the outstanding Mountain Water District Waterworks

Rev enue Bonds, Series 1995, dated August 10, 1995, in the original authorized principal amount

of $ 1,334,000.

"Series 1997 8'ater and Sewer Bonds" refers to the outstanding Mountain Water District
Waterworks and Sewer Revenue Bonds, Series 1997, dated October 2, 1997, in the original
authorized principal amount of $176,000.

"Series 1998 Water and Sewer Bonds" refers to the outstanding Mountain Water District
Waterworks and Sewer Refunding Revenue Bonds, Series 1998, dated January 12, 1999, in the

original authorized principal amount of $2,540,000.

"Series 2001 Bonds" refers to the outstanding Mountain Water District Waterworks

Rev enue Bonds, Series 2001, dated July 26, 2002, in the original authorized principal amount of
$800,000.

"Series 2003 Sewer Bonds" refers to the outstanding Mountain Water District Sewer
System Revenue Bonds, Series 2003, dated October 23, 2003, in the original principal amount of
$426.000.

"Series 2004 Bonds" refers to the outstanding Mountain Water District Waterworks
Revenue Bonds, Series 2004, dated May 20, 2004, in the original authorized principal amount of
$1,260,000.

"Series 2004 Sewer Bonds" refers to the outstanding Mountain Water District Sewer
System Revenue Bonds, Series 2004, dated July 22, 2005, in the original principal amount of
$740.000

"Series 2005 Bonds" refers to the outstanding Mountain Water District Waterworks
Revenue Bonds (Lower John's Creek Water Project), Series 2005, dated June 22, 2007, in the

original authorized principal amount of $ 1,650,000.

"Series 2006 Server Bonds" refers to the outstanding Mountain Water District Sewer

System Revenue Bonds (Cowpen Sewer Project), Series 2006, dated June 22, 2007, in the

origina1 authorized principal amount of $650,000.

"Series 2008 Bonds" refers to the outstanding Mountain Water District Waterworks
Revenue Bonds (Water Treatment Plant Project), Series 2008, dated April 30, 2009, in the

original principal amount of $650,000.

"Sinking Fund" refers to the Mountain Water District Water System Sinking Fund created
in the Prior Bond Legislation and which, Sinking Fund will continue to be maintained for the

benefit of all of the Bonds.

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



Adopted on 2012.

MOUNTAIN WATER DISTRICT

Attest:

By
Chairman

By
Secretary

CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

District; that the foregoing is a full, true and correct copy of a Resolution adopted by the Board

of Commissioners of the District at a meeting duly held on , 2012; that said

official action appears as a matter ofpublic record in the official records or Journal of the Board

of Commissioners; that said meeting was held in accordance with all applicable requirements of
Kentucky law, including KRS 61.810,61.815,61.820 and 61.823; that a quorum was present at

said meeting; that said official action has not been modified, amended, revoked or repealed and

is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature this , 2012.

Secretary



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 &om the income and revenues

of said System with said outstanding Prior Bonds.

Section 8, Flow of Funds, All proceedings preliminary to and in connection with

the issuance of the Outstanding Bonds, including provisions made for (i) the receipt, custody and

application of the proceeds of the Outstanding Bonds; (ii) the operation of the System on a
revenue-producing basis; (iii) the segregation, allocation and custody of the revenues derived

from the operation of the System; (iv) the enforcement and payment of the Outstanding Bonds
and (v) the depreciation of the System; and all other covenants for the benefit of Bondowners 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 Outstanding Bonds, the same as if such provisions
and proceedings were set out in full herein; provided, further, that after the issuance of the

Obligations, 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. There shall be transferred from the Revenue Fund and deposited
into the Sinkiri j Fund on or before the 20tti day of each month, for payment of interest on and

principal of the Outstanding Bonds, a sum equal to the total of the following:

(1) A sum equal to one-sixth(ll6) of the next succeeding interest payment to become
due on the Outstanding Bonds, plus

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

Said Sinking Fund shall be used solely and only and is hereby pledged for the purpose of paying
the principal of and interest on the Obligations and Prior Bonds.

If the Governmental Agency for any reason shall fail to make any monthly deposit as

required, then an amount equal to the deficiency shall be set apart and deposited into the Sinking
Fund out of the first available revenues in the ensuing months, which amount shall be in addition

to the monthly deposit otherwise required during such succeeding months. Whenever there shall

accumulate in the Sinking Fund amounts in excess of the requirements during the next twelve

months for paying the principal of and interest due on the Outstanding Bonds, as same fall due,
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such excess may be used for redemption or prepayment of any Outstanding Bonds, subject to the

terms and conditions set forth therein, prior to maturity.

C, Depreciation Fund. Pursuant to the provisions of the Prior Bond Legislation,
there shall next be transferred from the Revenue Fund a sum sufficient, each month, to maintain

a balance in said Depreciation Fund of at least the sum required by the Prior Bond Legislation,
which shall be deposited into the Depreciation Fund.

Moneys in the Depreciation Fund may be withdrawn and used by the Governmental

Agency, upon appropriate certification of the Governing Body, in accordance with the provisions
of the Prior Bond Legislation, for the purpose of paying the cost of unusual or extraordinary

maintenance, repairs, renewals and replacements not included in the annual budget of current

expenses and/or of paying the costs of constructing future extensions, additions and

improvements to the System which will either enhance its revenue-producing capacity or will

provide a higher degree of service, and when necessary, for the purpose of making payments of
principal and interest on the Bonds if the amount on deposit in the Sinking Fund is not sufficient
to make such payments.

D. Operation and Maintenance Fund. There shall 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 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 0r providing for the payment of debt service on any subordinate obligations, there shall

be transferred, within sixty days after the end of each fiscal year, the balance of excess funds in

the Revenue Fund on such date, to the Depreciation Fund for application in accordance with the

terms of this Assistance Agreement or to the Sinking Fund to be applied to the maximum extent
feasible, to the prompt purchase or redemption of Outstanding Bonds.

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

Section9. Disposition of Proceeds of the Obligations; Governmental Agency
Account. Upon (i) the execution of this Assistance Agreement, (ii) the delivery of this
Assistance Agreement to the Trustee, (iii) certification of the Compliance Group that the Loan is

13



to be accepted in the Program, anti (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 bc approved by the Governmental Agency Chief Executive,
including but not limited to the Governmental Ageiicy'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.

(b) Governmental Agency Account, It is hereby acknowledged that a fund entitled
"Mountain Water District Governinental Agency Account" (the "Governmental Agency
Account" ) has been created and maintained by the Trustee pursuant to the Indenture; and such
amount on deposit in said Governmental Agency Account shall be transferred to the Rural
Development (the "RD") of the Department of Agriculture of the United States of America, the
holder of the Refunded Bonds, as may be required:

(1) To pay the interest on the Refunded Bonds to and including August 31,
2012; and

(2) To redeem on August 31, 2012 at a price equal to 100';0 of principal
amount the Refunded Bonds that as of that date have not been redeemed, retired or
otherwise paid, thereby defeasing the pledge of revenues and the property securing the

Refunded Bonds.

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

The Trustee shall be obligated to send written notice to the Governmental Agency of the
need for investment directions if and whenever funds in excess of $50,000 shall remain
uninvested for a period of more than five days. In the absence of written direction from the
Goverimiental 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.

No expenditure shall be made from the Governmental Agency Account except for proper
and authorized expenses relating to the Project as approved by the Governmental Agency.

After completion of the Project, any balance then remaining on deposit in the
Governmental Agency Account shall, subject to any and all applicable legal provisions and

applicable arbitrage regulations necessary to assure the exemption of interest on the Obligations



from Federal income taxation, upon orders of the Governing Body, be transferred to the Sinking
Fund, to be used for the purposes thereof.

Section 10. 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 ancUor 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) "Non-Exempt Revenues" within the meaning of the foregoing shall be deemed to
refer to revenues of the System deposited in any of the funds earmarked for or reasonably
expected to be used for the payment of debt service on the Obligations, in excess of "Exempt
Revenues," which Exempt Revenues are:

(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 date of enactment of this Assistance
Agreement, the Governmental Agency certifies as follows:

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

(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.
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(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.

(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 &om
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 from all federal income taxes and that the Obligations will not
constitute or be treated as arbitrage bonds.

Section 11. 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 &om the income and revenues of the System, shall, except as set out
hereiii, be subject to the priority of the Prior Bonds and the Obligations as may &om time to time
be outstanding; provided the Governmental Agency has in said Prior Bond Legislation reserved
the right and privilege, and does hereby reserve the right and privilege, of issuing additional
bonds from time to time payable from the income and revenues of the System ranking on a parity
with the Prior Bonds and with the Obligations, but only under the conditions specified in the
Prior Bond Legislation, which conditions are hereinafter repeated, taking into account the
issuance of the Obligations.

The Governmental Agency reserves the right to finance future extensions, additions,
and/or improvements to the System by the issuance of one or more additional series of bonds to
be secured by a parity lien on and ratably payable &om, the revenues of the System pledged to
the Prior Bonds and the Obligations, provided:
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(a) The facilities to be constructed from the proceeds of the additional Parity Bonds

are made a part of the System and their revenues are pledged as additional security for the

additional Parity Bonds and for the Outstanding Bonds.

(b) The Governmental Agency is in compliance with all covenants and undertakings

in connection with all of the Outstanding Bonds.

(c) The annual net revenues (defined as gross revenues less operating expenses), of
the then existing System for the Fiscal Year preceding the year in which such Parity Bonds are to

be issued, adjusted as hereinafter provided, shall be certified by an independent Certified Public

Accountant to be equal at least one hundred twenty percent (120%) of the average annual debt

service requirements for principal and interest on all Outstanding Bonds payable from the

revenues of the System, plus the anticipated debt service requirements of any Parity Bonds then

proposed to be issued. The calculation of average annual debt service requirements of principal

and interest on the additional Parity Bonds to be issued shall, regardless of whether such

additional Parity Bonds are to be serial or term bonds, be determined on the basis of the principal

of and interest on such Parity Bonds being payable in approximately equal annual installments.

(d) The annual net revenues referred to above may be adjusted for the purpose of the

foregoing computations to reflect:

(1) any revisions in the System's schedule of rates or charges being imposed

on or before the issuance of any such additional Parity Bonds, and

(2) any increase in the annual net revenues to be realized from the proposed

extensions, additions and improvements being financed (in whole or in part) by such

additional Parity Bonds;

provided all such adjustments shall be based upon and included in a certification of an

Independent Consulting Engineer.

(e) 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 from the

revenues of the System.

(f) The Governmental Agency hereby covenants and agrees that in the event any

additional Parity Bonds are issued, the Governmental Agency shall:

(1) Adjust the monthly amount to be deposited into the Sinking Fund on the

same basis as that prescribed in the provisions establishing such Sinking Fund, to reflect

the annual debt service requirements of the additional Parity Bonds; and

(2) Adjust the minimum annual amount to be deposited monthly into the

Depreciation Fund on the same basis as that prescribed in the provisions establishing
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such Depreciation Fund, taking into account the future debt service requirements of all

Bonds which will then be outstanding against the System.

(g) 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 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:

(1) after the issuance of the 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 the Parity Bonds, after taking into account the revised debt service

requirements resulting from the issuance of the Parity Bonds and from the elimination of
the Outstanding Bonds being refunded or refinanced thereby, are equal to not less than

120'o of the average annual debt service requirements then scheduled to fall due in any

fiscal year thereafter for principal of and interest on all of the Outstanding Bonds payable

from the revenues of the System, calculated in the manner specified above; or

(2) in the alternative, that the average annual debt service requirements for the

Prior Bonds, the Obligations, any previously issued Parity Bonds and the proposed Parity

Bonds, in any year of maturities thereof after the redemption of the Outstanding Bonds

scheduled to be refunded through the issuance of the proposed Parity Bonds, shall not

exceed the average annual 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 the proposed Parity Bonds and the redemption of the Outstanding Bonds

to be refunded.

Section 12, Rates and Charges for Services of the System. While the Obligations

remain 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 and just, taking into account and consideration the cost and value of said System, the

cost of maintaining and operating the same, the proper and necessary allowances for depreciation

thereof, and the amounts necessary for the retirement of the Outstanding Bonds and the accruing

interest on all 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 (as defined in Section 11 hereof) 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
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result from any such proposed rate decrease, are equal to not less than 120% of the average
annual debt service requirements for principal and interest on all of the then outstanding bonds

payable from the revenues of the System, calculated in the manner specified in Section 11
hereof.

The Governmental Agency also covenants to cause a report to be filed with the

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

Section 13, All Obligations of this Issue Are Equal. The Obligations authorized and

permitted to be issued hereunder, and &om 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 14. Defeasance and/or Refunding of Obligations. The 'Governmental

Agency reserves the right, at any time, to cause the pledge of the revenues securing the
outstanding Obligations to be defeased and released by paying ari amount into an escrow fund

sufficient, when invested (or sufficient without such investment, as the case may be) in cash
and/or U.S. Obligations, 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 U.S. Obligations 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 15. 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

19



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 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 16. 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:

(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 Governmental Agency) all exchanged, matured, retired and redeemed
Obligations, and to maintain adequate records relevant thereto;

(c) 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;

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

(e) 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 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.
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Section 17. 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 none of such other bonds shall be issued and delivered.

Section 18. 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 taxation (subject to certain exceptions set out below), the Governmental Agency
covenants to and with the Issuer that (1) the Governmental Agency will take all actions
necessary to comply with the provisions of the Code, (2) the Governmental Agency will take no
actions which will violate any of the provisions of the Code, or would cause the Obligations to
become "private activity bonds" within the meaning of the Code, (3) none of the proceeds of the
Obligations will be used for any purpose which would cause the interest on the Obligations to
become subject to federal income taxation, and the Governmental Agency will comply with any
and all requirements as to rebate (and reports with reference thereto) to the United States of
America of certain investment earnings on the proceeds of the Obligations.

The Governmental Agency reserves the right to amend this Assistance Agreement but
only with the consent of the Issuer (i) to whatever extent shall, in the opinion of Bond Counsel,
be deemed necessary to assure that interest on the Obligations shall be exempt from federal
income taxation, and (ii) to whatever extent shall be permissible (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.

This Assistance Agreement is executed in contemplation that Bond Counsel will render
an opinion as to exemption of principal of the Obligations from Kentucky ad valorem taxation
and as to exemption of interest on the Obligations from federal and Kentucky income taxation,
based on the assumption by Bond Counsel that the Governmental Agency complies with
covenants made by the Governmental Agency with respect to compliance with the provisions of
the Code, and based on the assumption of compliance by the Governmental Agency with
requirements as to any required rebate (and reports with reference thereto) to the United States of
America of certain investment earnings on the proceeds of the Obligations. The Governmental
Agency has been advised that based on the foregoing assumptions of compliance, Bond Counsel
is of the opinion that the Obligations are not "arbitrage bonds" within the meaning of Section 148
of the Code.
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Section 19. Insurance.

(a) Fire and Extended Coverage. If and to the extent that the System includes
structures above ground level, the Governmental Agency shall, upon receipt of the proceeds of
the sale of the Obligations, if such insurance is not already in force, procure fire and extended
coverage insurance on the insurable portion of all of the facilities of the System, of a kind and in

such amounts as would ordinarily be carried by private companies or public bodies engaged in

operating a similar utility.

The foregoing fire and extended coverage insurance shall be maintained so long as any of
the Obligations are outstanding and shall be in amounts sufficient to provide for not less than full

recovery whenever a loss from perils insured against does not exceed eighty percent (80%) of the
full insurable value of the damaged facility.

In the event of any damage to or destruction of any part of the System the Governmental

Agency shall promptly arrange for the application of the insurance proceeds for the repair or
reconstruction of the damaged or destroyed portion thereof.

(b) Liability Insurance on Facilities. So long as any of the Obligations are

outstanding, the Governmental Agency shall, procure and maintain, public liability insurance

relating to the operation of the facilities of the System, with limits of not less than $200,000 for
one person and $1,000,000 for more than one person involved in one accident, to protect the
Governmental Agency from claims for bodily injury and!or death; and not less than $200,000
from claims for damage to property of others which may arise from the Governmental Agency's
operations of the System and any other facilities constituting a portion of the System.

(c) Vehicle Liability Insurance. If and to the extent that the Governmental Agency
owns or 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 than one
person involved in one accident, to protect the Governmental Agency from claims for bodily

injury and!or death. and not less than $200,000 against claims for damage to property of others
which may arise from the operation of such vehicles by the Governmental Agency.

Section 20. Event of Default; Remedies. The following items 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 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; and/or

(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 Goveriunental 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 Systein a
reasonable amount, consistent with the requirements of this Assistance Agreement.

Section 21. Annual Reports. The Governmental Agency hereby agrees to provide or
cause to be provided to the Issuer and the Compliance Group audited financial statements

prepared in accordance with generally accepted accounting principles (commencing with the

fiscal year ended December 31, 2011) 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.

Section 22. 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, limitations and restrictions on the issuance of bonds,
other conditions, limitations and restrictions thereafter to be observeil;

(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
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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 23. 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 24. WVaivers. 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 25. Agreement to Pay Attorneys'ees 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.

Section26. Signatures of OQicers. 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 27. 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.

fSignature page follows
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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 Mountain 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

Att

By
ecretary/Treasurer

MOUNTAIN WATER DISTRICT

By
Chairman

Attest:

By
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 and the Mountain Water District has caused this Assistance Agreement to be
signed in corporate name and by its officer thereunder duly authorized, all as of the day and year
first above written.

KENTUCKY RURAL WATER FINANCE
CORPORATION

By
President

Attest:

By
Secretary/Treasurer

MOUNTAIN WATER DISTRICT

8y WilM<
Chai@Ran

Attest:

By
Secretary
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EXHIBIT A

Debt Service Schedule



Issuance of Bonds —The District Representatives will:

(a) Confirm the filing of the Form 8038-G (or applicable successor form) with
Internal Revenue Service ("IRS"). Filing of the applicable Form 8038-G is usually overseen by
bond counsel at or soon after the closing ofa bond issue.

(b) Obtain and store the Transcript of Proceedings prepared by bond counsel (which
typically includes the applicable Form 8038-6 and the Federal Tax Certificate containing the
District's expectations as of the date of issuance of the bond issue).

Recordkeeping —The District Representatives will:

(a) Establish a plan for keeping relevant books and records as to the investment and

the expenditure ofbond proceeds.

(b) Keep accurate records including:

~ Basic records relating to the bond transactions (including the bond resolutions,
loan agreements, and bond counsel opinion, which should be found in the
Transcript ofProceeding, above);

~ Documentation evidencing the expenditure of bond proceeds (e.g., construction
contracts, purchase orders, invoices, trustee requisitions and payment records);

~ Documentation evidencing use of bond-financed property by public and private
sources (e.g., copies ofmanagement contracts, and leases);

~ Documentation evidencing all sources ofpayment or security for the bonds; and
~ Documentation pertaining to any investment of bond proceeds (including the

purchase and sale of securities, SLGS subscriptions, investments, investment

agreements, guaranteed investment contracts, yield calculations for each class of
investments, actual investment income received fiom the investment of proceeds,
and rebate calculations).

(c) Keep all records in a manner that ensures their complete access to the IRS so long
—as -they —are -material. —While this is typically accomplished through the maintenance of hard

copies, records may be kept in an electronic forniat if certain requirements are satisfied, in
accordance with the guidelines in Revenue Procedure 97-22, 1997-1 C.B.652.

(d) Keep the relevant records for each issue of bonds for as long as such issue of
bonds is outstanding (including any bonds issued to refund such issue of bonds) plus three years
after the final redemption date of the bonds.

Arbitrage Rebate and Arbitrage Yield. Restriction —The District Representatives will:

(a) Engage the services of an arbitrage/rebate consultant for assistance in compliance
with arbitrage related issues.

(b) Work with the District's bond counsel, financial advisor and/or arbitrage/rebate

consultant to monitor compliance with "temporary period exceptions" for expenditure of bond

proceeds, typically three years for new money bonds, and provide for yield restriction of
investments or "yield reduction payments" if exceptions are not satisfied.

(c) Work with the District's bond counsel and financial advisor to ensure investments

acquired with bond proceeds are purchased at fair market value. This may include use of
bidding procedures under the regulatory safe harbor of the Regulations.



(d) Consult with the District's bond counsel prior to the creation of funds that would

reasonably be expected to be used to pay debt service on tax-exempt bonds to determine in

advance whether such funds must be invested at a restricted yield.

(e) Consult with the District's bond counsel and financial advisor before engaging in

post-issuance credit enhancement transactions (e.g., bond insurance, letter of credit) or hedging

transactions (e.g., interest rate swap, cap).

(f) Consult with the District's bond counsel, financial advisor, and/or arbitrage/rebate

consultant to identify situations in which compliance with applicable yield restrictions depends

upon subsequent investments and monitor implementation.

(g) Work with the District's arbitrage/rebate consultant to arrange for timely

computation of rebate/yield reduction payment liability and, if an amount is payable, for timely

filing of Form 8038-T, Arbitrage Rebate, Yield Reduction and Penalty in Lieu of Arbitrage

Rebate (or applicable successor form), and payment of such liability.

(h) Rebate payments are required no later than 60 days after each 5-year anniversary

of the issue date of the bonds, and no later than 60 days after the last bond of each issue is

redeemed.

Private Use of Bond-Financed Facilities - The District Representatives will:

(a) Create and maintain records of which proceeds of bond issues were used to

finance which facilities. These records shall incorporate the refunding or partial refunding of
any bond issues.

(b) Record the allocation of bond proceeds to expenditures, including

reimbursements. These records will be consistent with the expenditures used for arbitrage

purposes.

(c) Record the allocation of bond proceeds, and funds Rom other sources, in

connection with any bond funded project. Review expenditure of bond proceeds with bond

counsel and/or consulting engineer to ensure bond proceeds are used for qualifying costs,

(d) Review with bond counsel prior to the sale or lease of a bond-financed facility, or

the granting of a license or management contract, or any other arrangement allowing private use

of a bond financed facility, the terms of such arrangement.

(e) Keep records of private use, if any, of bond financed facilities to monitor the

amount ofprivate use ofbond financed facilities. Private use of bond-financed facilities shall be

reviewed once a year (in connection with the preparation of the annual financial statements). If a

change in private use occurs, bond counsel will be consulted to determine if remedial action is

necessary.

Reissuance —The District Representatives will:

(a) Consult with bond counsel to review any post-issuance modification to the terms

of bonds which could be treated as a current refunding of "old" bonds by "new" bonds, often

referred to as a "reissuance."

(b) Consult with bond counsel to determine whether any "remedial action" (see item

(e) under "Private Use of Bond-Financed Facilities" above) in connection with private use must

be treated as a "reissuance."
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August 13, 2012

Mr. Roy Sawyers
Mountain Water District

Post Office Box 3157
Pikeville, Kentucky 41502

RE: Kentucky Rural Water Finance Corporation Public Projects Revenue Bonds, Series 2012 E

Dear Mr. Sawyers:

The purpose of this summary letter is to confirm and itemize the proceeds from Mountain Water District's

(the "Water District" ) $6,270,000 loan through the Kentucky Rural Water Finance Corporation and to
outline the procedure on how to make future bond payments.

Project and Loan Sizing

This loan was issued to refund the Water District's Series 1988, Series 1990.Series 1991,Series 1993,
Series 1995, Series 1998, and Series 2004 Rural Development Bonds. The component costs funded by the
loan are itemized below:

Payoff of the Prior Bonds:

Underwriting Expenses:
Cost of Issuance Expenses:

Reoffering Premium

Less Sinking Fund Transfer to Regions:

Rounding Amount:

Loan Amount:

$6,359,972.89
105,119.87
84,010.00

(99,246.40)
(182,289.06)

2.432.70
$6,270,000.00

The transaction will close on August 29th, and a check will be cut and overnighted to the Morehead Area

Rural Development ("RD") office for"receipt by August 31st. On that date, the prior bonds will be fully

defeased. A listing of the payoffs for each RD bond issue is below:

Series 1988
Series 1990
Series 1991
Series 1993
Series 1995
Series 1998
Series 2004

$308,851.25
$1,042,733.56

$227, 126.99
$490,579.88

$1,053,673.06
$2,148,104.27
$1,088,903.88

Total: $6,359,972.89

As of August 31st, I calculate that you will have $182,289.06 in sinking funds associated with the prior

bonds. These proceeds represent the 1/6'f interest and 1/12'f principal deposits required by your

existing bond documents.

Following is a breakdown of the how the funds to retire the prior debt are derived:

489 East Main Street
Lexington, Kentucky 40515

859.232.8249
Morgan Keegan & Company, Inc., member FINRAfSIPC, is a subsidiary of Raymond James Financial, Inc,



Series 1988 Bonds

Amount needed to defease Series 1988 bonds: $ 308,851 25

Bond Proceeds:
Sinking funds to be wired to Regions Bank:

Total available to defease the 1988 bonds:

$ 299,409.58
$ 9,441.67
$ 83,419.90

Series 1990Bonds

Amount needed to retire the 1990 bonds: $ 1,042,733.56

Bond Proceeds:
Sinking funds to be wired to Regions Bank:

Total available to retire the 1990 bonds:

$ 1,016,841.90
$ 25.891.66
$ 1,042,733.59

Series 1991Bonds

Amount needed to retire the 1991bonds: $ 227,126.99

Bond Proceeds:
Sinking funds to be wired to Regions Bank:

Total available to retire the 1991bonds:

$ 1,016,911.93
$ 25,891.66
$ 1,042,733.59

Series 1993 Bonds

Amount needed to retire the 1993 bonds: $ 490,579.88

Bond Proceeds:
Sinking funds to be wired to Regions Bank:

Total available to retire the 1993 bonds:

$ 480,003.63
$ 10.576,25
$ 490,579.88

Series 1995 Bonds

Amount needed to retire the 1995 bonds: $ 1,053,673.06

Bond Proceeds:
Sinking funds to be wired to Regions Bank:

Total available to retire the 1995 bonds:

$ 1,034,000.56
$ 19.672.50
$ 1,053,673,06

Series 1998 Bonds

Amount needed to retire the 1998 bonds: $ 2,148,104.27

Bond Proceeds:
Sinking funds to be wired to Regions Bank:

Total available to retire the 1998 bonds:

$ 2,115,609.27
$ 32.495.00
$ 2,148,104.27



Annual Reports

Under the Assistance Agreement, you have agreed to provide audited financial statements and other

financial information as requested within 120 days of the completion of a fiscal year. This is a

requirement that Standard and Poor's imposes on the Kentucky Rural Water Finance Corporation's

program.

On behalf of the finance team and the Kentucky Rural Water Association, we appreciate your support of

the Kentucky Rural Water Finance Corporation. Please feel free to call me with any questions that you

have. I can be reached directly at 859-232-8249, and toll-free at 800-937-0160.

Sincerely,

.gy,lu(a

Kristen Millard

Enclosures

CC: Ms. Melissa Ragsdale-Bloom, Regions Bank

Mr. Gary Larimore, Kentucky Rural Water Finance Corporation

Mr. Christian Juckett, Rubin 5 Hays



WHEREAS, it is necessary for the parties hereto to enter into this Supplemental Tax

Certificate to ensure that interest paid on the Bonds and on the Loan shall all be and shall all

remain excludable from gross income for Federal income purposes, pursuant to the Internal

Revenue Code of 1986, as amended (the "Code") and is not and will not become a specific item

of tax preference under Section 57(a)(5)(C) of the Code for the federal alternative minimum tax

and to comply with the requirements of KRWFC's Tax Certificate (the "Tax Certificate" ) dated

as of April 4, 2001 issued with respect to the Bonds.

NOW, THEREFORE, the parties hereto agree and bind themselves as follows:

ARTICLE I
DEFINITIONS

Section 1.01. Definitions. In addition to words and terms defined elsewhere in this

Supplemental Tax Certificate, the Code and Regulations (each as herein defined), the Arbitrage

Certificate (as hereinafter defined), the Indenture and the Agreement, the following capitalized

words and terms used in this Supplemental Tax Certificate shall have the following meanings,

unless some other meaning is plainly intended:

"Arbitrage Bond" means any obligation of a Governmental Entity that is treated as an

arbitrage bond under Sections 103(b)(2) and 148 of the Code.

"Arbitrage Certificate" means the Tax Certificate under Sections 103(b)(2) and 148 of

the Internal Revenue Code of 1986, as amended, for the Bonds given by KRWFC, including

certifications given with respect thereto by the Financial Advisor, the Underwriter and KRWFC,

and for the Loan given by the District.

"Closing Date" means the date of this Supplemental Tax Certificate.

"Cost of1ssuance" means any expenditure incurred in connection with the issuance of the

Loan or the District's share of such expenditures relating to the Bonds, including such costs as

underwriters'pread, rating agency fees, appraisal costs, attorneys'nd accountants'ees and

printing costs, but excluding Qualified Guarantee Fees or expenditures incurred in connection

with the Project.

"Disposition Proceeds" means the amounts, including property, received from the sale,

exchange or other disposition of the Project.

"Federally-Guaranteed" means having the payment of either the principal of or interest

on any portion of the Loan or any loan made with the Proceeds of any portion of the Loan .

guaranteed, in whole or in part, directly or indirectly, by the United States, or acquiring any

Investment Property that is, directly or indirectly federally-insured, except as otherwise

permitted by Section 149(b) of the Code.



State.
"Governmental Entity" means any State and any political subdivision and agency of any

"Gross Proceeds" means Sale Proceeds and Replacement Proceeds, determined pursuant

to Treas. Regs. $ 1.148-1(b)and -1(c), all until spent.

"Investment Proceeds" means any amounts actually or constructively earned or received
from investing the Proceeds in Investment Property.

"Investment Property" means any security (as defined in Section 165(g)(2)(A) or (B) of
the Code), obligation (including any Tax-Exempt Bond), annuity contract or other investment-

type property.

Entity.
"Non-Governmental Entity" means any person or entity, other than a Governmental

"Pledged Fund" means any amount pledged, directly or indirectly, to pay principal of or
interest on the Loan and that provides reasonable assurance of such amounts being paid even if
the District experiences financial difficulties, including amounts subject to a negative pledge.

"Private Loan" means any loan, directly or indirectly, of any of the Proceeds of an

obligation of a Governmental Entity to any Non-Governmental Entity.

"Private Use" means the use of any Proceeds of the Loan or any facilities financed with

such Proceeds by Private Users.

"Private User" means any Non-Governmental Entity, other than a natural person not

engaged in a trade or business.

"Rebate Amount" means the amount determined by KRWFC pursuant to the Tax
Certificate.

"Rebate Payments" means any payment of the Rebate Amount made to the United States

Treasury.

"Redemption Date" means the date on which the last of the principal of and interest on

the Loan has been paid, whether upon maturity, redemption or acceleration thereof.

"Replacement Proceeds" means amounts replaced by Proceeds of the Loan, including any

sinking fund, Pledged Fund, restricted gifts (not including qualified endowment funds, pursuant

to Treas. Reg. $ 1.148-6(d)(3)(iii)(C)) or reserve or replacement fund, or other funds that would

be available, directly or indirectly, to pay debt service on the Loan, within the meaning of Treas.
Reg. $ 1.148-1(c).



"Research Agreement" means an agreement between the District and a Private User under

which the District or the Private User uses any portion of the System to carry on research.

"Sale Proceeds" means the Loan amount.

"Service Contract" means a contract between the District and a Service Provider under

which the Service Provider provides services involving any portion or function of a
Governmental Facility financed with Governmental Bonds.

"Service Provider" means any Private User that provides management or other services.

"State" means any state and possession of the United States and the District of Columbia.

"Treasury Regulation" and "Treas. Reg." means any Regulation, Proposed Regulation or
Temporary Regulation, as may be applicable, issued by the United States Treasury Department
pursuant to the Code or the 1954 Code, as appropriate.

"Yield" means, pursuant to Treas. Regs. $ 1.148-4 and -5, that discount rate that, when

computing the present value of all payments of principal and interest to be paid on an obligation,
produces an amount equal to, in the case of the Loan, the Issue Price and in the case of any
Investment Property, the fair market value, as provided in Treas. Reg. $ L148-5(d).

''Yield Recluction Amount" means the amount determined by KRWFC pursuant to the Tax
Certificate.

'Yield Reduction Payment" means any payment of the Yield Reduction Amount made-to

the United States Treasury.

Section 1.02. Interpretative Rules. For all purposes of this Supplemental Tax Certificate,

except as otherwise expressly provided or unless the context otherwise requires (a)
"Supplemental Tax Certificate" means this instrument, as originally executed and as it may from

time to time be supplemented or amended pursuant to the applicable provisions hereof; (b) all

references in this instrument to designated "Articles", "Sections" and other subdivisions are to
the designated Articles, Sections and other subdivisions of this instrument as originally executed;

(c) the words "herein", "hereof", "hereunder", "herewith" and other words of similar import refer
to this Supplemental Tax Certificate as a whole and not to any particular Article, Section or other

subdivision; (d) the terms defined in this Article have the meanings assigned to them in this

Article and include the plural as well as the singular; (e) all accounting terms not otherwise

defined herein have the meanings assigned to them in accordance with generally accepted
accounting principles; (f) the terms defined elsewhere in this Supplemental Tax Certificate shall

have the meanings therein prescribed for them; (g) words of the masculine gender shall be
deemed and construed to include correlative words of the feminine and neuter genders; (h) the

headings used in this Supplemental Tax Certificate are for convenience of reference only and

shall not define or limit the provisions hereof.



ARTICLE II
COVENANTS, REPRESENTATIONS, ACKNOWLEDGMENTS AND DIRECTIONS

Section 2.01. Authority and Organization. (a) The District represents for the benefit of

KRWFC that it is a political subdivision of the Commonwealth of Kentucky with the power,

among others, to enter into the Agreement in furtherance of its corporate purposes, including

financing the cost of the Project.

(b) KRWFC represents for the benefit of the District that (i) KRWFC is duly organized

and validly existing under the laws of the Commonwealth of Kentucky; and (ii) KRWFC has full

power and authority to establish a program to enter into loans and assistance agreements with

political subdivisions and public agencies of the Commonwealth of Kentucky.

Section 2.02. Use of Proceeds. The District represents that:

(a) Deposit and Use of Proceeds.

i. $6,359,972.89 (Loan proceeds in the amount of $6,177,683.83, plus transfers

from the Refunded Bonds sinking fund in the amount of $182,289.06) will be.

used to currently refund the Refunded Bonds;

ii. $84,010.00 of the face amount of the Loan will be used on the date hereof to

pay costs associated with the making of the Loan; and

iii. A rounding amount of $2,432.70 will be deposited to the Sinking Fund (as

defined in the Agreement) and used to pay interest on the Loan.

The remaining difference between the face amount of the Loan and the above

deposits results from the fact that the Loan is being acquired from the District at a

discount from its face amount in the amount of $5,873.47 (underwriter's discount of

$ 105,119.87less an original issue premium of $99,246.40).

(b) No Private Use of Proceeds. No more than 5% of the Proceeds of the Loan will be

used for private business use, in accordance with the rules contained in Treas. Reg. 1.141-3.The

District expects to use the System for the entire stated term of the Agreement.

(c) Expectations. Reserved.

(d) Use of the System. The District will own and operate the System during the entire

term of the Agreement and will not change the use or ownership of any part of the System during

the entire term of the Agreement without the prior written consent of KRWFC.

(e) Reimbursement Allocations. Reserved.



(f) Investment Limitations. (i) The District will invest the Gross Proceeds of the Loan
and any Disposition Proceeds of the Loan under the Investment Agreement unless otherwise
authorized in writing by KRWFC.

(ii) If at any time, either the District determines or is informed that the Yield on
the investment of moneys held by itself or any other person must be restricted or limited in order
to prevent the Bonds from becoming Arbitrage Bonds, the District shall, and shall so instruct any
holder of the Sale Proceeds or Investment Proceeds of the Loan, to take such action or actions as

may be necessary to restrict or limit the yield on such investments as set forth in, and in
accordance with, such instruction.

(g) Temporary period for amounts in District's Governmental Agency Account.
Reserved.

(h) Federal Guarantees. The Gross Proceeds will not be invested in any Investment

Property that is Federally-Guaranteed.

(i) No Transferred Proceeds. All of the proceeds of the Refunded Bonds have been
expended and there are therefore no Transferred Proceeds with respect to the Refunded Bonds.

Section 2.03. Service Contracts. The District represents that it will not enter into any
Service Contracts or management contracts with respect to the System without the prior written

consent of KRWFC and agrees that any Service Contracts or management contracts relating to
bond-financed property will comply with the management contract safe harbors of Rev. Proc.
97-13.

Section 2.04. Research Agreements. The District represents that it will not enter into any
Research Agreements with respect to the System without the prior written consent of KRWFC.

Section 2.05. Changes in Use or User of System. The District represents that (a) no part
of the System will be sold, or otherwise disposed of without the prior writte'n consent of
KRWFC; (b) it will not permit any use of its System by any person or entity other than itself
without the prior written consent of KRWFC; (c) any portion of the System consisting of
personal property may be sold in the ordinary course of an established governmental program if
(i) the weighted average maturity of the portion of the Loan financing the personal property was

not greater than one hundred twenty percent (120%) of the reasonably expected actual use of
such personal property by the District, (ii) the District expected at the date of the Agreement that

the fair market value of the personal property at the time of disposition would not be greater than

twenty-five percent (25%) of its cost and (iii) at the time of disposition, the personal property is
no longer suitable for the governmental purpose for which it was acquired.

Section 2.06. Investments. The District will expend the proceeds of the Loan on the date
hereof and does not contemplate investing the Gross Proceeds of the Loan.



Section 2.07. Loan is a Purpose Obligation of the Bonds. The Bonds were issued to
establish a program to make loans to Governmental Agencies pursuant to assistance agreements
and therefore constitute a governmental program for the acquisition of purpose investments. At
least 95% of the payments made by the District pursuant to the Agreement will be used to pay
principal, interest, or redemption prices on the Bonds, or to pay administrative costs of the
Bonds. The District covenants not to acquire the Bonds or other bonds of KRWFC related to the

Program. The yield on the Loan to the District does not exceed the yield on the Bonds by more
than 1.5percent.

Section 2.08. No Abusive Arbitrage Device. Both KRWFC and the District agree that

they will not take any action that will enable KRWFC or the District to take any action that (a)
has the effect of enabling KRWFC or the District to exploit the difference between tax-exempt
and taxable interest rates to gain a material financial advantage or (b) overburdens the market for
tax-exempt obligations in any manner. The amount of proceeds of the Loan is not reasonably
expected to exceed the amount necessary for the District to accomplish the governmental

purposes described in the Agreement.

Section 2.09. Records. The District represents that proper records and accounts,
containing complete and correct entries of all transactions relating to the Agreement, the use of
the Gross Proceeds of the Agreement and the expenditures made in connection with the Project,
will be maintained. The information described in this Section will be retained for at least six (6)
years after the Redemption Date.

Section 2.10. Payment of Arbitrage Compliance Amounts. The District represents that

all actions necessary to comply with the Yield limitations applicable to investments of the Sale
Proceeds and Investment Proceeds of the Loan and the rebate requirements contained in Section
148(f) of the Code and the Treasury Regulations thereunder will be taken. Immediately upon the

request of KRWFC, the District will assemble copies of records concerning investments of Gross
Proceeds of the Loan, including any amounts held by any provider of a letter of credit or
guarantor under a reimbursement or other similar agreement. In particular, the District will

provide KRWFC with information that will enable KRWFC to determine if any Rebate Amount

is payable. The District will pay any Rebate Payment and any Yield Reduction Payment owed
with respect to the Gross Proceeds of the Loan, as determined by KRWFC. The information

described in this Section will be retained for at least six (6) years after the Redemption Date.

Section 2.11. Election to Apply Rebate Exception Separately to the Loan. The District

hereby elects and KRWFC has previously elected to have the spending exceptions of Treas. Reg.
1.148-7and the small issuer exceptions of Treas. Reg. 1.148-8applied separately to the Loan.

The applicable beginning date in applying the spending exceptions of Treas. Reg. 1.148-7
is the Closing Date. The spending exceptions include the six month exception described in

Treas. Reg. 1.148-7(c), the eighteen month exception described in Treas. Reg. 1.148-7(d), and

the two year exception described in Treas. Reg. 1.148-7(e).



Section 2.12. Information Reporting Requirements. The District represents that it will

timely execute and file any information reports required under Section 149(e) of the Code (Form
8038-6) or as required by KRWFC.

Section 2.13. Compliance with Supplemental Tax Certificate. (a) The District may, at
any time, employ bond counsel, independent certified public accountants, or other qualified

experts acceptable to KRWFC to perform any of the requirements imposed upon the District by
this Supplemental Tax Certificate.

(b) KRWFC and the District agree, to the extent reasonably possible, to comply with any
amendments to the Code or any applicable Regulations, effective retroactively, and KRWFC and
the District shall take all actions necessary to amend this Supplemental Tax Certificate to comply
therewith.

(c) Whenever any action or direction is required of the District hereunder, such action or
direction may, or in the absence of any such action or direction shall, be made by KRWFC.

(d) Any restriction or covenant contained in this Supplemental Tax Certificate need not
be observed or may be changed if KRWFC and the District receive an opinion of Tax Counsel to
the effect that such nonobservance or change will not adversely effect the exclusion of interest
on any of the Bonds from gross income for purposes of Federal income taxation.

lN WITNESS WHEREOF, KRWFC and the District have each caused this Supplemental
Tax Certificate to be executed in its own name and on its behalf by its duly authorized officers,
all as of the date set forth above.

KENTUCKY RURAL WATER FINANCE
CORPORATION

By
Treasurer

MOUNTAIN WATER DISTRICT

Cha(rman



CERTIFICATE OF OFFICERS OF
MOUNTAIN WATER DISTRICT

Re: Loan in the amount of $6,270,000, dated August 29, 2012, to the Mountain Water
District fi.om the Kentucky Rural Water Finance Corporation Public Projects
Refunding Revenue Bonds (Flexible Term Program), Series 2012E.

The undersigned officials of the Mountain Water District (the "District" ) under the
Assistance Agreement (the "Agreement" ) between the District and the Kentucky Rural Water
Finance Corporation ("KRWFC"), dated the date hereof, do hereby certify as follows:

l. That they are the duly elected or appointed, qualified and acting incumbents of
their respective offices of the District, as set forth aQer their signatures hereto, and as such are
familiar with the books, records and affairs of the District.

2. That the District is a body politic and corporate, validly organized, existing and in
good standing under and by virtue of the laws of the Commonwealth of Kentucky with all
requisite power and authority to operate a water and sewer system (the "Systein") and to carry on
its business as now being conducted.

3. That the below-named persons were on the date or dates of the execution of the
Agreement and are on the date of this Certificate the duly elected or appointed and qualified
incumbents of the respective offices of the District set forth opposite their names and that the
signatures set forth opposite their names are their genuine signatures:

Name Title Signature

Rhonda James Chairman

~i.'c'++
JUllll MVlllll5 Secretary

4. That included in the transcript of which this Certificate forms a part is a true,
correct and complete copy of the resolution duly adopted by the Governing Body of the District
on April 25, 2012 (the "Resolution" ), authorizing the appropriate officials of the District to
execute the Agreement. The Resolution was duly adopted in accordance with all applicable
laws.

5. The Resolution duly authorized the current refunding of the following outstanding
bonds of the District:

i. Mountain Water District Waterworks Revenue Bonds of 1988, dated
March 17, 1988, in the original authorized principal amount of $500,000,

ii. Mountain Water District Waterworks Revenue Bonds of 1989, Series B,
dated June 20, 1990, in the original authorized principal amount of $500,000,

iii. Mountain Water District Waterworks Revenue Bonds of 1990, dated



February 11, 1992, in the original authorized principal amount of$ 1,488,000,

iv. Mountain Water District Waterworks Revenue Bonds of 1993, dated June
7, 1994, in the original authorized principal amouiit cif$662,000,

v. Mountain Water District Waterworks Revenue Bonds, Series 1995, dated
August 10, 1995, in the original authorized principal amount of$ 1,334,000,

vi. Mountain Water District Waterworks and Sewer Refunding Revenue
Bonds, Series 1998, dated January 12, 1999, in tile original authorized principal amount
of $2,540,000, and

vii. Mountain Water District Waterwork~evenue J3onds, Series 2004, dated
May 20, 2004, in the original authorized principal amount of $ 1,760,000

(collectively, the "Refunded Bonds" ).
6. The Agreement has been duly authorized, executed and delivered by the District

and constitutes a legal, valid and binding obligation of the District, enforceable against the
District in accordance with its terms.

7. The representations and warranties of the District msde in the Agreement are true
and correct in all material respects on and as of the date hereof as if made on and as of the date
hereo f; the Resolution has not been amended or supplermnt ed and is Ui full force and effect; and
the Agreement has been entered into and is in full force aiid effect.

8. That we are familiar with the provisions of the Agreement, and we hereby certify
that at the time of or immediately after the issuance, sale and delivery of the Loan, the proceeds
of the Loan authorized by the Agreement were applied or will be applied as itemized in the
Distribution of Loan Proceeds Schedule attached hereto as Exhibit A, and this certification
constitutes the instruction to and authorization of the Trustee to snake such payments and
deposits specified in said Exhibit A.

9. The District has entered into an agreemerit with the United States Department of
Agriculture, acting through Rural Development ("Rural Development" ), for the purpose of
increasing the balance maintained in its Mountain W>ter District Waterworks Depreciation
Reserve, which depreciation reserve fund was created pursuarit to the District's outstanding
bonds held by the Rural Development.

10. The District has entered into an agreeriient with the K.entucky In&astructure
Authority (the "KIA") for the purpose of increasing the balance maintained in its Repair and
Maintenance Fund, which fund was created pursuant to the District's outstanding loans &om the
KIA.

11. With the exception of the agreements referenced in paragraphs 9 and 10 above,
the District is not in default under or in violation of (i) any provisions of applicable law, (ii) the
Agreement, or (iii) any indenture, mortgage, lien, apeement, contract, deed, lease, loan
agreement, note, bond, order, judgment, decree or other instrument or restriction of any kind or
character to which it is a party or by which it or its properties are or maybe bound, or to which it
or any of its assets is subject, which default would liave a material adverse effect on the



condition, financial or otherwise, of the District or on the ability of the District to perform its
obligations under the Agreement. Neither the execution and delivery of the Agreement nor
compliance by the District with the terms, conditions and provisions of the Agreement will
conflict with or result in a breach of, or constitute a default under, any of the foregoing.

12. Since the date of the financial information provided to KRWFC, there have not
been any material adverse changes in the business, properties, condition (financial or otherwise)
or results of operations of the District, whether or not arising &om transactions in the ordinary
course of business, and since such date, except in the ordinary course of business, the District has
not entered into any transaction or incurred any liability material to the financial position of the
District.

13. There is no claim, action, suit, proceeding, inquiry or investigation, at law or in
equity, before or by any court, governmental agency, or public board or body, pending or, to the
best of our knowledge, threatened against or affecting the District wherein an unfavorable
decision, ruling or finding would materially adversely affect the business, properties, condition
(financial or otherwise) or the results of operations of the District or the ability of the District to
perform its obligations under the Agreement.

14. All authorizations, consents and approvals of, notices to, registrations or filings
with, or other actions in respect of or by, any governmental body, agency or other instrumentality
or court required in connection with the execution, delivery and performance by the District of
the Agreement have been duly obtained, given or taken (and copies thereof have been provided
to KRWFC).

15. Any certificate signed by any official of the District and delivered to KRWFC
will be deemed to be a representation by the District to KRWFC as to the statements made
therein.

WITNESS our hands this August 29, 2012.

MOUNTAIN WATER DISTRICT

Attest:
Chairman

By
Secretary P



EXHIBIT A

DISTRIBUTION OF LOAN PROCEEDS SCHEDULE

Re: Loan in the amount of $6,270,000, dated August 29, 2012, to the Mountain Water
District &om the Kentucky Rural Water Finance Corporation Public Projects
Refunding Revenue Bonds (Flexible Term Program), Series 2012E.

SOURCES OF FUNDS

Par Amount of Loan
Transfer fiom Refunded Bonds Sinking~Fund

Plus Original Issue Premium

$6,270,000.00
182,289.06
99.246.40

Total Sources

USES OF FUNDS

$6,551,535.46

Deposit to Mountain Water District Governmental

Agency Account to refund the Refunded Bonds
Underwriter's Discount
Deposit to Mountain Water District Sinking Fund
Deposit to Costs of Issuance Account

Total Uses

6,359,972.89
105,119.87

2,432.70
84.010.00

$6,551,535.46

MOUNTAIN WATER DISTRICT



ARBITRAGE CERTIFICATE

Re: Loan in the amount of $6,270,000, dated August 29, 2012, to the Mountain Water

District from the Kentucky Rural Water Finance Corporation Public Projects

Refunding Revenue Bonds (Flexible Term Program), Series 2012E.

The undersigned officer of the Mountain Water District (the "District" ) hereby certifies

with respect to the loan in the amount of $6,270,000 (the "Loan") made pursuant to the

Assistance Agreement (the "Agreement" ) by and between the Kentucky Rural Water Finance

Corporation ("KRWFC") and the District, derived from the proceeds of the $ 14,555,000

Kentucky Rural Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible

Term Program), Series 2012E (the "Bonds") issued by KRWFC, which Agreement is entered

into for the purpose of currently refunding certain obligations of the District, secured by the

District's existing water and sewer system (the "System" ) and made as of the date hereof (the

"Closing Date" ), which is the date of delivery of, and payment for, the Loan, that the following

facts, estimates and circumstances regarding the amount and use of all of the Proceeds, as

defined in Treas. Reg. $1.148-1(b),issued under the Internal Revenue Code of 1986, as amended

(the "Code"), of the Loan are, as of the Closing Date and according to the District's best

knowledge, information and belief, reasonably expected to exist or to occur:

1. Proceeds. The Proceeds of the Loan consist, and will consist, of the Sale

Proceeds and Investment Proceeds, each as defined in Treas. Reg. $ 1.148-1(b), issued under the

Code, and equal the Loan amount.

2. Purpose of Loan.

a. The Proceeds of the Loan, together with certain other funds, will be used

to provide funds to pay the costs of issuance of the Loan and finance the current

refunding of the outstanding:

i. Mountain Water District Waterworks Revenue Bonds of 1988,

dated March 17, 1988, in the original authorized principal amount of $500,000,

ii. Mountain Water District Waterworks Revenue Bonds of 1989,
Series B, dated June 20, 1990, in the original authorized principal amount of
$500,000,

iii. Mountain Water District Waterworks Revenue Bonds of 1990,
dated February 11, 1992, in the original authorized principal amount of
$ 1,488,000,

iv. Mountain Water District Waterworks Revenue Bonds of 1993,
dated June 7, 1994, in the original authorized principal amount of $662,000,

v. Mountain Water District Waterworks Revenue Bonds, Series 1995,

dated August 10, 1995, in the original authorized principal amount of $1,334,000,

vi. Mountain Water District Waterworks and Sewer Refunding

Revenue Bonds, Series 1998, dated January 12, 1999, in the original authorized

principal amount of $2,540,000, and

vii. Mountain Water District Waterworks Revenue Bonds, Series 2004,

dated May 20, 2004, in the original authorized principal amount of $ 1,760,000



(collectively, the "Refunded Bonds" ), which constitutes a valid governmental purpose
(the "Governmental Purpose" ).

b. The total amount of Proceeds received by the District will not exceed the
amount necessary to finance the Governmental Purpose. The Agreement is being entered
into at this time in such amount because the Borrower expects to redeem the Refunded
Bonds on August 31, 2012.

3. Yield on the Loan.

a. The price at which the Loan was sold to the Issuer, which intends to hold
the Loan for investment purposes and not for resale to the general public, is equal to the
Loan Amount.

b. The Yield on the Loan, as defined in Treas. Reg. )L148-4, issued under
the Code, is 3.1351148%. The term "yield", as used herein, means that yield which,
when used in computing the present worth of all payments of principal and interest on an
obligation, produces an amount equal to, in the case of the Bonds, the amount actually
received by the District as a result of the sale of the Bonds (including any accrued
interest),

4. Application of Proceeds. All of the Sale Proceeds will be used to pay the cost of
the Governmental Purpose, including issuance expenses and any accrued interest to the Closing
Date. No amount received as Proceeds of the Loan will be used in a manner not set forth in this
section.

5. Expenditure of Proceeds for the Project. An amount of the "Net Sales
Proceeds" (defined in Treas. Reg. $ 1.148-1(b)as Sales Proceeds less an amount that is the lesser
of five percent (5%) of the Sales Proceeds or $100,000) of the Loan as specified in the
Supplemental Tax Certificate executed by the District and dated of even date herewith will be
deposited into the Governmental Agency Account with Regions Bank, Nashville, Tennessee,
then transferred-to the Rural Development (the "RD") of the Department of-Agriculture of the
United States of America, the holder of the Refunded Bonds, as may be required;

a. To pay the interest on the Refunded Bonds to and including August 31,
2012; and

b. To redeem on August 31, 2012 at a price equal to 100% of principal
amount the Refunded Bonds that as of that date have not been redeemed, retired or
otherwise paid, thereby defeasing the pledge of revenues and the property securing the
Refunded Bonds.

6. Investment of Proceeds.

a. The District has agreed in the Supplemental Tax Certificate executed by
the District and dated of even date herewith that it will not invest any of the Proceeds of
the Loan without the express consent of KRWFC, and any such investments will be done
so that such investment will not cause interest on either the Loan or the Bonds to be
includable in the holder's gross income for purposes of federal income taxation or the



debt to be treated as "arbitrage bonds" under Sections 103(b)(2) and 148 of the Code and
the Treasury Regulations thereunder.

b, Not more than fifty percent (50%) of the Proceeds of the Loan will be
invested in investments that both do not carry out the Governmental Purpose of the

Agreement and have a substantially guaranteed yield for at least four (4) years.

c. Amounts deposited in the District's Sinking Fund will be used to pay the
principal of and interest on the Loan, and the District reasonably expects that there will
be no other funds that will be so used or that will be pledged to payment of the Loan
under circumstances such that the holder of the Loan is reasonably assured that such fund
will be available for payment of debt service on the Loan. The Sinking Fund is a fund
that is used primarily to achieve a proper matching of revenues and debt service within
each bond year. Money deposited in the Sinking Fund will be used within thirteen (13)
months from the date of deposit for the payment of debt service on the District's
outstanding Loan and other parity obligations and, except for an amount equal to not
more than the greater of (i) one-twelfth (I/12) of debt service requirements of such Loan
and other parity obligations for the then ensuing year or (ii) one year's earnings on the
Sinking Fund, the Sinking Fund will be depleted annually through such application for
current debt service requirements of the Loan and other parity obligations. Any income
earned from the investment of amounts deposited in the Sinking Fund will be retained in
the Sinking Fund and expended within one year Rom the date of receipt.

d. Any unexpended portion of the Proceeds of the Loan, including any
amounts in any reasonably required reserve or replacement fund, will be invested in the
investment contract described in the Trust Indenture for the Bonds and other than any
funds described herein invested during a temporary period permitted under Treas. Regs.
)L148-1 tlirough -11, issued under the Code, if any, or any amounts in any reasonably
required reserve or replacement fund, as described in Treas. Reg. $ 1.148-2(f), no
Proceeds of the Loan, .or any moneys that may become Replacement Proceeds, as defined
in Treas, Reg. )L148-1(c), of the Loan, in excess of the lesser of (i) five percent (5%) of
such Proceeds or (ii) $ 100,000, have been invested in "higher yielding investments", as
defined in the Code and the Treasury Regulations thereunder.

7. General.

a. The District reasonably expects that neither the project financed with the
proceeds of the Refunded Bonds, nor any part thereof, will be sold or otherwise disposed
of by the District prior to the final principal maturity date of the Loan.

b. There are no amounts, other than any funds specifically contributed by the
District and the Gross Proceeds of the Loan, that are available for the Governmental
Purpose and the term of the Loan is not longer than reasonably necessary for the
Governmental Purpose.

c. Any Rebate Payments and any Yield Reduction Payments (each as defined
in the Supplemental Tax Certificate), owed pursuant to Section 148(f) of the Code, will



be remitted to the United States Treasury as directed by KRWFC, pursuant to the

Supplemental Tax Certificate entered into with respect to the Bonds.

d. The District has not'employed in connection with the Loan a transaction or
series of transactions that attempts to circumvent the provisions of Sections 103(b)(2) and
148 of the Code and the Treasury Regulations thereunder, enabling the District to exploit
the difference between tax-exempt and taxable interest rates to gain a material financial
advantage and/or increasing the burden on the market for tax-exempt obligations through
actions such as issuing more obligations, issuing obligations sooner or allowing them to
remain outstanding longer than would otherwise be necessary for the Governmental
Purpose.

e. KRWFC has never been advised of any listing or contemplated listing by
the Internal Revenue Service to the effect that the District's certification with respect to
its obligations may not be relied upon and no notice to that effect has been published in
the Internal Revenue Bulletin.

f. Certain of the facts, estimates and circumstances contained herein are
based upon representations made by KRWFC in the attached certificate, or in other letters
and reports that accompany the sundry closing documents related to the sale and delivery
of the Loan. The District is not aware of any facts, estimates or circumstances that would
cause it to question the accuracy of such representations. To the best of the knowledge,
information and belief of the undersigned, who is authorized by the District to sign this
certificate on behalf of the District, the above expectations of the District as stated herein
are reasonable and there are no other facts, estimates or circumstances that would
materially change the foregoing conclusion.

This certificate is being executed and delivered pursuant to Treas. Regs. )L148-1
through -11 issued under the Code, of which the undersigned, with the advice of counsel, is
generally familiar. On the basis of the foregoing, it is, not expected that the proceeds of the Loan
will be used in a manner that would cause the Loan or the Bonds to be "arbitrage bonds" under
Sections 103(b)(2) and 148 of the Code or the Treasury Regulations thereunder.

Dated as of August 29, 2012.

MOUNTAIN WATER DISTRICT

Chairman



OMB No. 1545-0720(Rev. September 2011) W Under Internal Revenue Code section 149(e)
W See separate instructions.

Department of the Treasury
Caution: If the issue price is under $100,000, use Form 8038-GC.

~~el ~ Reporting Authority
Issuer's name

If Amended Return, check here k
2 Issuer's employer identification number (EIN)

Mountain Water District
3a Name of person (other than issuer) with whom the IRS may communicate about this return (see in

Christian L. Juckett
4 Numberand street (or P,O. box If mall le not delivered to street address)

450 South Third Street
6 City, town, or post office, state, and ZIP code

Louisville, Kentucky 40202
6 Name of issue

Loan from Public Projects Revenue Refunding Bonds (Flexible Term Program), Series 2012E
10a Name and title of officer or other employee of the issuer whom the IRS may call for more information (see

instructions)

structlons) 3b Telephone number of other person shown on 3a

502-569-7525
Room/suite 5 Report number (For IRS I/se Only)

7 Date of issue

August 29, 2012
9 CUSIP number

NIA

10b Telephone number of officer or other
employee shown on 10a

8038 Q Information Return for Tax-Exempt Governmental Obligations

Mr. Roy Sawyers, administrator

~ ~ill ~ Type of Issue (enter the issue price). See the instructions and attach schedule.
11 Education .
12 Health and hospital
13 Transportation

14 Public safety .
15 Environm'ent (including sewage bonds)
16 Housing

17 Utilities

18 Other. Describe W

19 If obligations are TANs or RANs, check only box 19a
If obligations are BANs, check only box 19b

20 If obligations are in the form of a lease or installment sale, check box

606-631-6156

11
12
13
14
15
16
17 6,369,246 40

18

(b) Issue price (e) Yield

3 1351

0 00

6,369,246 40

6,366,813 70

2,432 70

d....> See Exhibit A years
d. vears

08/31/2012

See Exhibit A

Cat. No. 63773S Form 8038-G (Rev. 9-2011)

I~all(I Description of Obligations. Complete for the entire issue for which this form is being filed.

(a) Final matudity date (c) Stated redemption (d) Weighted
price at maturity average matudity

21 07/01(2039 $ 6,369,246.40 $ 6,270,000.00 11.124 years
I~e4ifl Uses of Proceeds of Bond Issue (including underwriters'iscount)
22 Proceeds usedTor accruedinterest................';.;; 22
23 Issue price of entire issue (enter amount from line 21, column (b))...........23
24 Proceeds used for bond issuance costs (including underwriters'iscount) .. 24 189,129 87
25 Proceeds used for credit enhancement............ 25 0 00 .;-.'-.;.

26 Proceeds allocated to reasonably required reserve or replacement fund . 26 0 00 „''''

27 Proceeds used to currently refund prior issues .........27 6,177,683 83 „.:
'8

Proceeds used to advance refund prior issues .........28 o oo,,"-;;.-
29 Total (add lines 24 through 28).......................29
30 Nonrefunding proceeds of the issue (subtract line 29 from line 23 and enter amount here)... 30

~ ~earI Description of Refunded Bonds. Complete this part only for refunding bonds.
31 Enter the remaining weighted average maturity of the bonds to be currently refunde
32 Enter the remaining weighted average maturity of the bonds to be advance refunde
33 Enter the last date on which the refunded bonds will be called (MM/DD/YYYY) .
34 Enter the date(s) the refunded bonds were issued k (MM/DD/YYYY)

For Paperwork Reduction Act Notice, see separate instructions.
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36a

Farm et038-G (Rev. 9-201tj~sf i Miscellaneous
35 Enter the amount of the state volume cap allocated to the issue under section 141(b)(5).... 35
38a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract

(GIC) (see instructions)

b Enter the final frtaturity date of the GIC W

o Enter the name of the GIC provider W

37 Pooled fin ancings: Enter the amount of the proceeds of this issue that are to be used to make loans
to other governmental units................... 37

38a If this issue is a loan made from the proceeds of another tax-exempt issue, check box W ~v'nd enter the following information:
b Enter the date of the master pool obligation 6 08/29/2012

c Enter the EIN of the issuer of the master pool obligation W 61-1286160
d Enter the name of the issuer of the master pool obligation W Kentucky Rural Water Finance Corporation

49 Uf thejssueJjtas designated the issue under section 265(b)(3)(B)(i)(ill) (small issuer exception), check box
If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box

41a If the issuer has identified a hedge, check here > and enter the following information:
b Nameofhedge provider>
c Type ofhedge W
d Term ofhedge W

42 Ifthe issuerhas superintegrated the hedge, check box .
If the issuer has established written procedures to ensure that all nonqualified bonds of this issue are remediated
according to the requirements under the Code and Regulations (see instructions), check box

44 If the issuer has established written procedures to monitor the requirements of section 148, check box .
45a If some portion of the proceeds was used to reimburse expenditures, check here k and enter the amount

of reimbursement
b Enter the date the official intent was adopted W

Signature
a ttd

I eneent

Paid
Preparer
LIse Only

Check if

self-employed pp1391045

I Firm's EIN a 31-1488290

I Phone no, 502-569-7525

Form 8038-G (Rev. 9-2011)

Christian L. Juckett

Firm's name e. Rubin 6 Hays

Firm's address i 450 South Third Street, Louisville, Ky. 4p2p2

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements, and to the best of my knowledge
and belief, they are true, correct, and complete. I further declare that I consent to the IRS's disclosure of the Issuer's return information, as necessary to
process thol, to the rson ave authorized above.

) c g Rhonda James, Chairman
Signature of issuer's autftorized representative Date P Type or print name and title

Print/Type preparer's name Preparer's signature Date PTIN



MOUNTAIN WATER DISTRICT

RESOLUTION 12-04-009

AUTHORIZATION TO PROCEED WITH REFINANCING OF THE
DISTRICT'S BONDS

WHEREAS, THE BOARD OF COMMISSIONERS of the Mountain Water District

agrees that it would be in the best financial interests of the District to refinance

their long term bonds at a lower rate, which see a savings of over six hundred

thousand dollars ($600,000) over the life of the bonds.

NOW, THEREFORE, BE IT RESOLVED THAT the Board of Commissioners of

the Mountain Water District votes to authorize Mike Spears, CPA, to proceed

with the refinancing of the District's bonds pending review and acceptance of

terms by Mr. Spears.

MOTION FOR ADOPTION of this resolution was made the 25th day of April,

2012, by Commissioner Casey and seconded by Commissioner Adkins.

Commissioner voting as follows:

Commissioner James
Commissioner Collins
Commissioner Friend
Commissioner Casey
Commissioner Adkins

Aye
Aye
Aye
Aye
Aye

THEREUPON, said motion was declared passed and the resolution adopted.

Dated this the 25th day of April, 2012.

Rhonda James, Chairperson

Ancie Casey, Secretary



RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT
ADOPTING CERTAIN PROCEDURES IN CONNECTION
WITH THK ISSUANCE OF TAX-EXEMPT OBLIGATIONS;
AND OTHER MATTERS RELATING THERETO.

WHEREAS, the Board of Commissioners of the Mountain Water District (the "District" )
has previously issued certain bonds and obligations the interest on which is excluded Rom the
gross income of the holders thereof for federal income tax purposes (the "Bonds"); and

WHEREAS, federal income tax law requires that issuers of tax-exempt bonds comply
with certain post-issuance requirements set forth in the Internal Revenue Code; and

WHEREAS, for the purpose of maximizing the likelihood that certain applicable post-
issuance requirements of federal income tax law needed to preserve the tax-exempt status of the
Bonds are met, the District desires to adopt the Written Procedures Related to Tax-Exempt
Obligations, attached hereto as Exhibit A;

NOW, THEREFORE, BE IT RESOLVED by the Board of Commissioners of the
Mountain Water District as follows:

Section l. Approval of Written Procedures. The Written Procedures Related to
Tax-Exempt Obligations attached hereto as Exhibit A are hereby incorporated into this section
as if expressly set forth herein. The District hereby covenants that unless it receives an opinion
of bond counsel to the effect that failure to comply with such policies will not adversely affect
the exclusion &om gross income of interest on the applicable Bonds, it will comply with the
Procedures to the extent necessary to maintain the exclusion Born gross income of interest on the
Bonds for purposes of federal income taxation.

Section 2. Amendment of Written Procedures. The District hereby delegates to
the Chairman of the Board of Commissioners, in consultation with bond counsel, the power to
amend the Post-Issuance Tax Compliance Procedure for Tax-Exempt Bonds (Exhibit A) on a
case by case basis, as deemed necessary.

Section 3. Authorizations. All officials and employees of the District, including the
District's treasurer, are authorized and empowered, collectively or individually, to take all other
actions and steps as they shall deem necessary or desirable in connection with the adoption and
compliance with the Procedures.

Section 4. Effective Date. This Resolution shall take effect immediately upon its
adoption.



EXHIBIT A

MOUNTAIN WATER DISTRICT

WRITTEN PROCEDURES
Related to Tax-Exempt Obligations

The Internal Revenue Code of 1986, as amended (the "Code") and the regulations
promulgated thereunder (the "Regulations" ) impose certain requirements on tax-exempt
obligations, including but not limited to, restrictions on the use of bond proceeds and bond-
financed property, arbitrage yield restrictions, and the arbitrage rebate requirement. These
requirements are generally applicable throughout the period that the bonds remain outstanding.

The September 2011 revision to the Form 8038-G, Information Return for Tax Exempt
Governmental Obligations ("Form 8038-G") requires the issuer to represent whether it has
established written procedures to (a) monitor the requirements of Section 148 of the Code,
including, but not limited to, the arbitrage rebate and arbitrage yield restriction requirements; and

(b) ensure that any nonqualified bonds (within the meaning of Section 1.148-12(j) of the
Regulations) are remediated in accordance with the Code and the Regulations.

In addition to the above-described Forin 8038-G representations, the Mountain Water
District (the "District" ) has been advised that additional procedures are recommended in order
for the District to document compliance with the applicable federal tax requirements. Actions
pursuant to these procedures (collectively referred to as post-issuance tax compliance) are
intended to assist the District in documenting compliance with the applicable federal tax
requirements. Post-issuance tax compliance begins with the process of issuing bonds itself and
includes a continuing focus on investment ofbond proceeds and use of bond-financed property.
Post-issuance tax compliance requires identifying the responsible people and the applicable
procedures.

References herein to a "bond" or to "bonds" apply to all forms of tax-exempt obligations
including, but not limited to, notes and lease/purchase agreements.

Procedures

The manager and the bookkeeper (hereinafter referred to as the "District
Representatives" ) of the District are designated as being responsible for post-issuance tax
compliance. The District Representatives may delegate to their staff or contract with
independent contractors (such as an arbitrage/rebate consultant or a consulting engineer)
responsibility for'iferent aspects of post-issuance tax compliance. For example, coordinating
and documenting the expenditure of bond proceeds on projects may be delegated to the
consulting engineer. However, the District Representatives will be ultimately responsible for
implementing the procedures described herein.

The District recognizes that it has issued tax-exempt debt prior to the adoption of these
procedures. With respect to this prior issued debt, the District Representatives will take
reasonable steps to collect and maintain appropriate documentation of compliance with these
procedures. However, the District recognizes that such documentation may not exist with
respect to some of the items enumerated in these procedures.



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

"Trustee" refers to Regions Bank, Nashville, Tennessee.

"US. Obligations" refers to bonds, notes, or Treasury Bills, which are direct obligations
of the United States of America or obligations fully guaranteed by the United States of America,

including book-entry obligations of the United States Treasury-State and Local Government

Series, and Trust Receipts representing an ownership interest in direct obligations of the United

States.

Section 2. Reaffirmation of Declaration of Watenvorks and Sewer System. That
all proceedings heretofore taken for the establishment of and the supplying of water and sewer
service in and to said Governmental Agency as a waterworks and sewer system are hereby in all

respects ratified and confirmed; and so long as any of the Obligatioiii 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 the Obligation>. Said System is hereby
declared to constitute a public project within the meaning and applicatioz 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 through 58.140, inclusive, of the Kentucky Revised Statutes, the Governmental

Agency hereby authorizes the borrowing of $6,270,000 from the Program, for the purpose of
providing funds for the Project.

Said Obligations shall mature in such principal amounts, and shall bear interest as set

forth in Exhibit A attached hereto.

The principal of, redemption price, if any, and interest on the Obligations shall be

payable in lawful money of the United States of America on the Interest Payment Date 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 on or before each Interest Payment Date, from the Sinking Fund, the amounts set forth as

sinking fund payments on Exhibit A attached hereto.

In addition, in the event the Issuer is required to withdraw tnoneys kom 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

10



Trustee, each amount set forth as sinking fund payments on Exhibit A attached hereto, 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. The Obligations maturing prior to July 1, 2022 shall not be

subject to optional redemption prior to maturity. Subject to the prior written approval of the

Compliance Group, the Obligations maturing on or after July 1, 2022 are subject to optional

redemption, in whole or in part, by the Governmental Agency prior to their stated maturity, at

any time falling on or after July 1, 2021 at a redemption price equal to 100'r'0 of the principal
amount of the Obligations called for redemption, plus unpaid interest accrued to the date of
redemption.

In the event that the Governmental Agency desires to optionally redeem a portion of its

Obligations, such redemption shall be in a denomination equal to $5,000 or any integral multiple
thereof.

(b) Notice of 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
oii the redemption date.

Section 5. Recognition of Prior Bonds. The Governmental Agency hereby

expressly recognizes and acknowledges that the Governmental Agency has previously created
for the benefit and protection of the owners of the Prior Bonds, a certain lien and pledge and

certain security rights relating to the System, all as set forth in the Prior Bonds and in the Prior
Bond Legislation.

Section 6. Obligations Payable Out of Revenues on a Parity with Prior Bonds.
All of the Obligations and Prior Bonds, together with the interest thereon and such additional
bonds ranking on a parity therewith heretofore issued and outstanding and that may be hereafter
issued and outstanding from time to time under the conditions and restrictions hereinafter set
forth, shall be payable out of the Sinking Fund, as heretofore created in the Prior Bond
Legislation and as hereinafter more specifically provided and shall be a valid claim of the holder

thereof only against said fund and the fixed portion or amount of the income and revenues of the

System of said Governmental Agency pledged to said fund.

Section 7. Compliance with Parity Coverage Requirements of the Prior Bond
Legislation. It is hereby declared that in accordance with the provisions of the Prior Bond

11



SUPPLEMENTAL TAX CERTIFICATE

Re: Loan in the amount of $6,270,000, dated August 29, 2012, to the Mountain Water
District from the Kentucky Rural Water Finance Corporation Public Projects
Refunding Revenue Bonds (Flexible Term Program), Series 2012E.

THIS SUPPLEMENTAL TAX CERTIFICATE (the "Supplemental Tax Certificate" ) is
made and entered into as of August 29, 2012 by and between the Kentucky Rural Water Finance
Corporation ("KRWFC") and the Mountain Water District (the "District" ):

WITNESSETH:

WHEREAS, the District has agreed, in an Assistance Agreement dated the date hereof
(the "Agreement") to borrow $6,270,000 (the "Loan") pursuant to a Program administered by
KRWFC and funded with a portion of the proceeds of the $ 14,555,000 Kentucky Rural Water
Finance Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program), Series
2012E that were issued on August 29, 2012 (the "Bonds") by KRWFC pursuant to and secured
by a Trust Indenture, dated as of April 4, 2001 between the Issuer and Regions Bank, Nashville,
Tennessee (as successor in interest to Fifth Third Bank and The Bank of New York Trust
Company, N.A.), as supplemented by a Supplemental Trust Indenture No. 46, dated August 29,
2012 (collectively the "Indenture" ), between the Issuer and Regions Bank;

WHEREAS, the District has agreed in the Agreement to use the proceeds of the Loan to
finance the current refunding of the outstanding:

i. Mountain Water District Waterworks Revenue Bonds of 1988, dated
.Marsh 17, 1988, in the original authorized principal amount of $500.,000,

ii. Mountain Water District Waterworks Revenue Bonds of 1989, Series B,
dated June 20, 1990, in the original authorized principal amount of $500,000,

iii. Mountain Water District Waterworks Revenue Bonds of 1990, dated
February 11, 1992, in the original authorized principal amount of $1,488,000,

iv. Mountain Water District Waterworks Revenue Bonds of 1993, dated June
7, 1994, in the original authorized principal amount of $662,000,

v. Mountain Water District Waterworks Revenue Bonds, Series 1995, dated
August 10, 1995, in the original authorized principal amount of $1,334,000,

vi. Mountain Water District Waterworks and Sewer Refunding Revenue
Bonds, Series 1998, dated January 12, 1999, in the original authorized principal amount
of $2,540,000, and

vii. Mountain Water District Waterworks Revenue Bonds, Series 2004, dated
May 20, 2004, in the original authorized principal amount of $ 1,760,000

(collectively, the "Refunded Bonds" ) (The refunding of the Refunded Bonds is referred to herein
as the "Project") for the District's water and sewer system (the "System" ); and



RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT
APPROVING AND AUTHORIZING AN ASSISTANCE
AGREEMENT WITH THE KENTUCKY RURAL WATER
FINANCE CORPORATION FOR THE PURPOSE OF
REFINANCING AND CURRENTLY REFUNDING
CERTAIN OBLIGATIONS OF THE DISTRICT.

WHEREAS, the Board of Commissioners ("Governing Authority" ) of the Mountain

Water District (the "District" ) has previously determined that, in order for the District to obtain
substantial interest cost savings, it is in the public interest to refinance and currently refund its
outstanding:

1. Mountain Water District Waterworks Revenue Bonds of 1988, dated

March 17, 1988, in the original authorized principal amount of $500,000.

Mountain Water District Waterworks Revenue Bonds of 1989, Series B, dated
June 20, 1990, in the original authorized principal amount of $500,000.

Mountain Water District Waterworks Revenue Bonds of 1990, dated February 11,
1992, in the original authorized principal amount of $ 1,488,000.

Mountain Water District Waterworks Revenue Bonds of 1993, dated June 7,
1994, in the original authorized principal amount of $662,000.

Mountain Water District Waterworks Revenue Bonds, Series 1995, dated August

10, 1995, in the original authorized principal amount of $ 1,334,000.-

Mountain Water District Waterworks and Sewer Refunding Revenue Bonds,
Series 1998, dated January 12, 1999, in the original authorized principal-amount
of $2,540,000.

7. Mountain Water District Waterworks Revenue Bonds, Series 2004, dated May 20,
2004, in the original authorized principal amount of $1,760,000.

(The above-referenced bonds are hereinafter collectively referred to as the "Prior Bonds" )
which Prior Bonds were issued by the District to make improvements and extensions to
the District's water and sewer system (the "System" ); and

WHEREAS, the District desires the Kentucky Rural Water Finance Corporation (the
"Corporation" ) to act as its agency and instrumentality for the purpose of providing inonies to
refinance and currently refund the outstanding Prior Bonds and has made an application to the

Corporation therefore; and

WHEREAS, in order to obtain such monies, the District is required to enter into an

Assistance Agreement with the Corporation;

NOW, THEREFORE, BE IT RESOLVED by the Governing Authority of the

Mountain Water District as follows:

1. Authorization of Assistance Agreement and the Obligations Thereunder. For
the purpose of paying the costs, not otherwise provided, of the refinancing and current refunding

of the Prior Bonds, the District hereby authorizes and approves the issuance of its obligations



pursuant to the Assistance Agreement in the aggregate principal amount of $6,345,000 (subject
to adjustment plus or minus ten percent (10%)) (which aggregate principal amount may be
adjusted downward in the event that the Chairman determines it is in the District's best interest to
not refund some of the Prior Bonds) [the "Obligations"], which amount as adjusted shall be the

maximum amount of such Obligations to be outstanding at any one time under the Assistance
Agreement, issued as fully registered Obligations, in said maturities and terms as more fully
provided for in the Assistance Agreement. The Obligations shall bear interest at such rates and

shall be payable in such amounts and at such times as specified in the Assistance Agreement, all

as agreed upon by the District and the Corporation.

2. Approval and Authorization of Execution of Assistance Agreement. The
Assistance Agreement by and between the District and the Corporation in such form as may be
approved by the Chairman, is hereby approved, subject to such minor changes, changes of dates,
insertions or omissions as may be approved by the Chairman, such approval to be conclusively
evidenced by the execution of said Assistance Agreement, in order to effectuate the purposes of
this Resolution; and the Chairman, or any other officer of the District, is hereby authorized to
execute and acknowledge same for and on behalf of the District; and the Secretary is authorized
to attest same and to affix thereto the corporate seal of the District. The Assistance Agreement is

hereby ordered to be filed in the office of the Secretary with this Resolution in the official
records of the District.

3. Disbursement of Proceeds of Obligations. The District's officers, employees
and agents are authorized to carry out the procedures specified in the Assistance Agreement for
the refinancing and current refunding of the Prior Bonds and for the payment from time to time
of the costs and related expenses associated therewith.

4. Revenues of the System. The revenues of the System are determined to be
sufficient to pay the principal of and interest on the Obligations, as the same become due and

payable; and said revenues, pursuant to the terms of the Assistance Agreement, are hereby

pledged to secure all such payments, and in addition, for such other purposes as are more fully

specified in the Assistance Agreement.

5. Chairman and Other District Officials to Take Any Other Necessary Action.
Pursuant to the Constitution and Laws of the Commonwealth of Kentucky, the Chairman,

Treasurer, Secretary and all other appropriate officials of the District are hereby authorized and

directed to file any and all applications necessary to obtain approval of the issuance of the

Obligations from the Kentucky Public Service Commission and to take any and all further action
and to execute and deliver all other documents as may be reasonably necessary to effect the

issuance and delivery of the Obligations and the Assistance Agreement.

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

Resolution shall be ruled by any court of competent jurisdiction to be invalid, the invalidity of
such section, paragraph, clause or provision shall not affect any of the remaining provisions
hereof.

7. Captions of Clauses. The captions of this Resolution are for convenience only
and are not to be construed as part of this Resolution nor as defining or limiting in any way the

scope or intent of the provisions hereof.



8. Provisions in Conflict Repealed. All resolutions and orders, or parts thereof, in

conflict with the provisions of this Resolution, are, to the extent of such conflict, hereby
repealed.

9. Effective Date of Resolution. This Resolution shall take effect from and after its
adoption and approval.

Adopted on April 25, 2012.

MOUNTAIN WATER DISTRICT

Attest:

Chaknan

By
Secretary

CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

District; that the foregoing is a full, true and correct copy of a Resolution adopted by the

Governing Authority of the District at a meeting duly held on April 25, 2012; that said official
action appears as a matter of public record in the official records or Journal of the Governing

Authority; that said meeting was held in accordance with all applicable requirements of
Kentucky law, including KRS 61.810,61.815,61.820 and 61.823; that a quorum was present at

said meeting; that said official action has not been modified, amended, revoked or repealed and

is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature this April 25, 2012.

Secretary



CERTIFICATE OF OFFICERS OF
MOUNTAIN WATER DISTRICT

Re: Loan in the amount of $6,270,000, dated August 29, 2012, to the Mountain Water
District Rom the Kentucky Rural Water Finance Corporation Public Projects
Refunding Revenue Bonds (Flexible Term Program), 3eries 2012E.

The undersigned officials of the Mountain Water District (the "District" ) under the
Assistance Agreement (the "Agreement" ) between the District and the Kentucky Rural Water
Finance Corporation ("KRWFC"), dated the date hereof, do hereby certiQ as follows:

1. That they are the duly elected or appointed, qualified and acting incumbents of
their respective offices of the District, as set forth after their signatures hereto, and as such are
familiar with the books, records and affairs of the District.

2. That the District is a body politic and corporate, validly organized, existing and in
good standing under and by virtue of the laws of the Commonwealth of Kentucky with all
requisite power and authority to operate a water and sewer system (tht: "System" ) and to carry on
its business as now being conducted.

3. That the below-named persons were on the date or Cktes of the execution of the
Agreement and are on the date of this Certificate the duly elected or appointed and qualified
incumbents of the respective offices of the District set forth opposite their names and that the
signatures set forth opposite their names are their genuine signatures:

Name Title Signature

Rhonda James Chairinan

~JILL &U JLJQB Secretary

4. That included in the transcript of which this Certificate forms a part is a true,
correct and complete copy of the resolution duly adopted by the Governing Body of the District
on April 25, 2012 (the "Resolution" ), authorizing the appropriate oKcials of the District to
execute the Agreement. The Resolution was duly adopted in accord. ance with all applicable
laws.

5. The Resolution duly authorized the current refunding of the following outstanding
bonds ofthe District:

i. Mountain Water District Waterworks Reveiiue Bonds of 1988, dated
March 17, 1988, in the original authorized principal amount of $500,000,

ii. Mountain Water District Waterworks Revenut, Bonds of 1989, Series 8,
dated June 20, 1990, in the original authorized principal amoutit of$500,000,

iii. Mountain Water District Waterworks Reveiiue Bonds of 1990, dated



February 11, 1992, in the original authorized principal amount of$ 1,488,000,

iv. Mountain Water District Waterworks Revenue Bonds of 1993, dated June

7, 1994, in the original authorized principal amount of$662,000,

v. Mountain Water District Waterworks Revenue Bonds, Series 1995, dated

August 10, 1995, in the original authorized principal amount of$1,334,000,

vi. Mountain Water District Waterworks and Sewer Refunding Revenue

Bonds, Series 1998, dated January 12, 1999, in the original authorized principal amount

of$2,540,008, and

vii. Mountain Water District Waterworks Revenue Bonds, Series 2004, dated

May 20, 2004, in the original authorized principal amount of $ 1,760,000

(collectively, the "Refunded Bonds" ).

6. The Agreement has been duly authorized, executed and delivered by the District
and constitutes a legal, valid and binding obligation of the District, enforceable against the
District in accordance with its terms.

7. The representations and warranties of the District made in the Agreement are true
and correct in all material respects on and as of the date hereof as if made on and as of the date
hereof; the Resolution has not been amended or supplemented and is in full force and effect; and

the Agreemeat has been entered into and is in full force and effect.

8. That we are familiar with the provisions of the Agreement, and we hereby certify
that at the time of or irrjmediately after the issuance, sale and delivery of the Loan, the proceeds
of the Loan authorized by the Agreement were applied or will be applied as itemized in the
Distribution of Loan Proceeds Schedule attached hereto as Exhibit A, and this certi5cation
constitutes the -instruction to—and- authorization of—the —Trustee-to make such payments--and-
deposits specified in said Exhibit A.

9. The District has entered into an agreement with the United States Department of
Agriculture, acting through Rural Development ("Rural Development" ), for the purpose of
increasing the balance maintained in its Mountain Water District Waterworks Depreciation
Reserve, which depreciation reserve fund was created pursuant to the District's outstanding
bonds held by the Rural Development.

10. The District has entered into an agreement with the Kentucky Infrastructure
Authority (the "KIA") for the purpose of increasing the balance maintained in its Repair and
Maintenance Fund, which fund was created pursuant to the District's outstanding loans fiom the
KIA.

11. With the exception of the agreements referenced in paragraphs 9 and 10 above,
the District is not in default under or in violation of (i) any provisions of applicable law, (ii) the
Agreement, or (iii) any indenture, mortgage, lien, agreement, contract, deed, lease, loan

agreement, note, bond, order, judgment, decree or other instrument or restriction of any kind or
character to which it is a party or by which it or its properties are or may be bound, or to which it
or any of it> assets is subject, which default would have a material adverse effect on the



condition, financial or otherwise, of the District or on the ability of the District to perform its
obligations under the Agreement. Neither the execution and delivery of the Agreement nor
compliance by the District with the terms, conditions and provisions of the Agreement will
conflict with or result in a breach of, or constitute a default under, any of the foregoing.

12. Since the date of the financial information provided to KRWFC, there have not
been any material adverse changes in the business, properties, condition (financial or otherwise)
or results of operations of the District, whether or not arising fi.om transactions in the ordinary
course of business, and since such date, except in the ordinary course ofbusiness, the District has
not entered into any transaction or incurred any liability material to the financial position of the
District.

13. There is no claim, action, suit, proceeding, inquiry or investigation, at law or in

equity, before or by any court, governmental agency, or public board or body, pending or, to the
best of our knowledge, threatened against or affecting the District wherein an unfavorable
decision, ruling or finding would materially adversely affect the business, properties, condition
(financial or otherwise) or the results of operations of the District or the ability of the District to
perform its obligations under the Agreement.

14. All authorizations, consents and approvals of, notices to, registrations or filings
with, or other actions in respect of or by, any governmental body, agency or other instrumentality
or court required in connection with the execution, delivery and performance by the District of
the Agreement have been duly obtained, given or taken (and copies thereof have been provided
to KRWFC).

15. Any certificate signed by any.oKcial of the District and delivered to KRWFC
will be deemed to be a representation by the District to KRWFC as to the statements made
thelein.

WITNESS our hands this August 29, 2012.

MOUNTAIN WATER DISTRICT

Attest:
Chairi6an

Secretary



EXHIBIT A

DISTRIBUTION OF LOAN PROCEEDS SCHEDULE

Re: Loan in the amount of $6,270,000, dated August 29, 2012, to the Mountain Water
District fiom the Kentucky Rural Water Finance Corporation Public Projects
Refunding Revenue Bonds (Flexible Term Program), Series 2012E.

SOURCES OF FUNDS

Par Amount of Loan
Transfer fiom Refunded Bonds Sinking Fund

Plus Original Issue Premium

$6,270,000.00
182,289.06
99.246.40

Total Sources $6,551,535.46

USES OF FUNDS

Deposit to Mountain Water District Governmental

Agency Account to refund the Refunded Bonds
Underwriter's Discount
Deposit to Mountain Water District Sinking Fund
Deposit to Costs of Issuance Account

6,359,972.89
105,119.87

2,432.70
84.010.00

Total Uses $6,551,535.46

MOUNTAIN WATER DISTRICT

By:
Chairman



ARBITRAGE CERTIFICATE

Re: Loan in the amount of $6,270,000, dated August 29, 2012, to the Mountain Water
District Rom the Kentucky Rural Water Finance Corporation Public Projects
Refunding Revenue Bonds (Flexible Term Program), Series 2012E.

The undersigned officer of the Mountain Water District (the "District" ) hereby certifies
with respect to the loan in the amount of $6,270,000 (the "Loan") made pursuant to the
Assistance Agreement (the "Agreement" ) by and between the Kentucky Rural Water Finance
Corporation ("KRWFC") and the District, derived from the proceeds of the $14,555,000
Kentucky Rural Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible
Term Program), Series 2012E (the "Bonds") issued by KRWFC, which Agreement is entered

into for the purpose of currently refunding certain obligations of the District, secured by the
District's existing water and sewer system (the "System" ) and made as of the date hereof (the
"Closing Date" ), which is the date of delivery of, and payment for, the Loan, that the following
facts, estimates and circumstances regarding the amount and use of all of the Proceeds, as
defined in Treas. Reg. )1.148-1(b),issued under the Internal Revenue Code of 1986, as amended

(the "Code"), of the Loan are, as of the Closing Date and according to the District's best
knowledge, information and belief, reasonably expected to exist or to occur:

1. Proceeds. The Proceeds of the Loan consist, and will consist, of the Sale
Proceeds and Investment Proceeds, each as defined in Treas. Reg. $ L148-1(b), issued under the
Code, and equal the Loan amount.

2. Purpose of Loan.

a. The Proceeds of the Loan, together with certain other funds, will be used

to provide funds to'ay the costs of issuance of the Loan and finance the current

refunding of the outstanding:

i. Mountain Water District Waterworks Revenue Bonds of 1988,
dated March 17, 1988, in the original authorized principal amount of $500,000,

ii. Mountain Water District Waterworks Revenue Bonds of 1989,
Series B, dated June 20, 1990, in the original authorized principal amount of
$500,000,

iii, Mountain Water District Waterworks Revenue Bonds of 1990,
dated February 11, 1992, in the original authorized principal amount of
$1,488,000,

iv. Mountain Water District Waterworks Revenue Bonds of 1993,
dated June 7, 1994, in the oriel authorized principal amount of $662,000,

v. Mountain Water District Waterworks Revenue Bonds, Series 1995,
dated August 10, 1995, in the ori~al authorized piincipal amount of $1,334,000,

vi. Mountain Water District Waterworks and Sewer Refunding

Revenue Bonds, Series 1998, dated January 12, 1999, in the original authorized

principal amount of $2,540,000, and

vii. Mountain Water District Waterworks Revenue Bonds, Series 2004,
dated May 20, 2004, in the original authorized principal amount of $1,760,000



(collectively, the "Refunded Bonds" ), which constitutes a valid governmental purpose
(the "Governmental Purpose" ).

b, The total amount of Proceeds received by the District will not exceed the
amount necessary to finance the Governmental Purpose. The Agreement is being entered

into at this time in such amount because the Borrower expects to redeem the Refunded
Bonds on August 31, 2012.

3. Yield on the Loan.

a. The price at which the Loan was sold to the Issuer, which intends to hold
the Loan for investment purposes and not for resale to the general public, is equal to the

Loan Amount.

b. The Yield on the Loan, as defined in Treas. Reg. $ 1.148-4, issued under

the Code, is 3.1351148%. The term "yield", as used herein, means that yield which,
when used in computing the present worth of all payments of principal and interest on an

obligation, produces an amount equal to, in the case of the Bonds, the amount actually
received by the District as a result of the sale of the Bonds (including any accrued
interest).

5. Expenditure of Proceeds for the Project. An amount of the "Net Sales
Proceeds" (defined in Treas. Reg. )1.148-1(b)as Sales Proceeds less an amount that is the lesser
of five percent (5%) of the Sales Proceeds or $100,000) of the Loan as specified in the

Supplemental Tax Certificate executed by the District and dated of even date herewith will be
deposited into the Governmental Agency Account with Regions Bank, Nashville, Tennessee,
then transferred to the Rural Development (the "RD") of the Department of Agriculture of the

United States of America, the holder of the Refunded Bonds, as may be required:

To pay the interest on the Refunded Bonds to and including August 31,a.
2012; and

b. To redeem on Au~t 31, 2012 at a price equal to 100% of principal
amount the Refunded Bonds that as of that date have not been redeemed, retired or
otherwise paid, thereby defeasing the pledge of revenues and the property securing the

Refunded Bonds.

6. Investment of Proceeds.

a. The District has agreed in the Supplemental Tax Certificate executed by
the District and dated of even date herewith that it will not invest any of the Proceeds of
the Loan without the express consent of KRWFC, and any such investments will be done

so that such investment will not cause interest on either the Loan or the Bonds to be
includable in the holder's gross income for purposes of federal income taxation or the

4. Application of Proceeds. All of the Sale Proceeds will be used to pay the cost of
the Governmental Purpose, including issuance expenses and any accrued interest to the Closing
Date. No amount received as Proceeds of the Loan will be used in a manner not set forth in this
section.



debt to be treated as "arbitrage bonds" under Sections 103(b)(2) and 148 of the Code and

the Treasury Regulations thereunder.

b. Not more than fifty percent (50%) of the Proceeds of the Loan will be
invested in investments that both do not carry out the Governmental Purpose of the

Agreement and have a substantially guaranteed yield for at least four (4) years.

c. Amounts deposited in the District's Sinking Fund will be used to pay the

principal of and interest on the Loan, and the District reasonably expects that there will

be no other funds that will be so used or that will be pledged to payment of the Loan
under circumstances such that the holder of the Loan is reasonably assured that such fund

will be available for payment of debt service on the Loan. The Sinking Fund is a fund

that is used primarily to achieve a proper matching of revenues and debt service within

each bond year. Money deposited in the Sinking Fund will be used within thirteen (13)
months Rom the date of deposit for the payment of debt service on the District's

outstanding Loan and other parity obligations and, except for an amount equal to not
more than the greater of (i) one-twelfth (1/12) of debt service requirements of such Loan
and other parity obligations for the then ensuing year or (ii) one year's earnings on the

Sinking Fund, the Sinking Fund will be depleted annually through such application for
current debt service requirements of the Loan and other parity obligations. Any income
earned from the investment of amounts deposited in the Sinking Fund will be retained in

the Sinking Fund and expended within one year Rom the date of receipt.

d. Any unexpended portion of the Proceeds of the Loan, including any
amounts in any reasonably required reserve or replacement fund, will be invested in the
investment contract described in the Trust Indenture for the Bonds and other than any
funds described herein invested during a temporary period permitted under Treas. Regs.

$1.148-1 through -11, issued under the Code, if any, or any amounts in any reasonably
required reserve or replacement fund, as described in Treas. Reg. $ 1.148-2(f), no
Proceeds of the Loan, or any moneys that may become Replacement Proceeds, as defined

in Treas. Reg. $ 1.148-1(c),of the Loan, in excess of the lesser of (i) five percent (5%) of
such Proceeds or (ii) $ 100,000, have been invested in "higher yielding investments", as

defined in the Code and the Treasury Regulations thereunder.

7. General.

a. The District reasonably expects that neither the project financed with the

proceeds of the Refunded Bonds, nor any part thereof, will be sold or otherwise disposed

of by the District prior to the final principal maturity date of the Loan.

b. There are no amounts, other than any funds specifically contributed by the

District and the Gross Proceeds of the Loan, that are available for the Governmental

Purpose and the term of the Loan is not longer than reasonably necessary for the

Governmental Purpose.

c. Any Rebate Payments and any Yield Reduction Payments (each as defined

in the Supplemental Tax Certificate), owed pursuant to Section 148(f) of the Code, will



be remitted to the United States Treasury as directed by KRWFC, pursuant to the
Suppletnental Tax Certificate entered into with respect to the Bonds.

d. The District has not employed in connection with the Loan a transaction or
series of transactions that attempts to circumvent the provisions of Sections 103(b)(2) and
148 of the Code and the Treasury Regulations thereunder, enabling the District to exploit
the difference between tax-exempt and taxable interest rates to gain a material financial
advantage arid/or increasing the burden on the market for tax-exempt obligations through—actions such ~s issuing more obligations, issuing obligations sooner or allowing them to
remain outstanding longer than would otherwise be necessary for the Governmental
Purpose.

e. KRWFC has never been advised of any listing or contemplated listing by
the Internal Revenue Service to the effect that the District's certification with respect to
its obligations may not be relied upon and no notice to that effect has been published in
the Internal Revenue Bulletin.

f. Certain of the facts, estimates and circumstances contained herein are
based upon representations made by KRWFC in the attached certificate, or in other letters
and reports that accompany the sundry closing documents related to the sale and delivery
of the Loan. The District is not aware of any facts, estimates or circumstances that would
cause it to question the accuracy of such representations. To the best of the knowledge,
information and belief of the undersigned, who is authorized by the District to sign this
certificate on behalf of the District, the above expectations of the District as stated herein
are reasonable and there are no other facts, estimates or circumstances that would
materially change the foregoing conclusion.

This certificate is being executed and delivered pursuant to Treas. Regs. $ 1.148-1
ttuough -11 issued under the Code, of wbich the undersigned, with the advice of counsel, is
generally familiar. Gn the-basis-of the foregoing, -it is, Iiot expected that the proceeds of the Loan
will be used in a manner that would cause the Loan or the Bonds to be "arbitrage bonds" under
Sections 103(b)(2) and 148 of the Code or the Treasury Regulations thereunder.

Dated as of August 29, 2012.

MOUNTAIN WATER DISTRICT

ChairmE
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RESOLUTION

RESOLUTION OF THE MOUNTAIN WATER DISTRICT
APPROVING AND AUTHORIZING AN ASSISTANCE
AGREEMENT WITH THE KENTUCKY RURAL WATER
FINANCE CORPORATION FOR THE PURPOSE OF
REFINANCING AND CURRENTLY REFUNDING
CERTAIN OBLIGATIONS OF THE DISTRICT.

WHEREAS, the Board of Commissioners ("Governing Authority" ) of the Mountain

Water District (the "District" ) has previously determined that, in order for the District to obtain
substantial interest cost savings, it is in the public interest to refinance and currently refund its
outstanding:

1. Mountain Water District Waterworks Revenue Bonds of 1988, dated
March 17, 1988, in the original authorized principal amount of $500,000.

Mountain Water District Waterworks Revenue Bonds of 1989, Series B, dated

June 20, 1990, in the original authorized principal amount of $500,000.

Mountain Water District Waterworks Revenue Bonds of 1990, dated February 11,
1992, in the original authorized principal amount of $ 1,488,000.

Mountain Water District Waterworks Revenue Bonds of 1993, dated June 7,
1994, in the original authorized principal amount of $662,000.

Mountain Water District Waterworks Revenue Bonds, Series 1995, dated August

10, 1995, in the original authorized principal amount of $ 1,334,000.

Mountain Water District Waterworks and Sewer Refunding Revenue Bonds,
Series 1998, dated January 12, 1999, in the original authorized principal amount

of $2,540,000.

7. Mountain Water District Waterworks Revenue Bonds, Series 2004, dated May 20,
2004, in the original authorized principal amount of $1,760,000.

(The above-referenced bonds are hereinafter collectively referred to as the "Prior Bonds" )
which Prior Bonds were issued by the District to make improvements and extensions to
the District's water and sewer system (the "System" ); and

WHEREAS, the District desires the Kentucky Rural Water Finance Corporation (the
"Corporation" ) to act as its agency and instrumentality for the purpose of providing monies to

refinance and currently refund the outstanding Prior Bonds and has made an application to the

Corporation therefore; and

WHEREAS, in order to obtain such monies, the District is required to enter into an

Assistance Agreement with the Corporation;

NOW, THEREFORE, BE IT RESOLVED by the Governing Authority of the

Mountain Water District as follows:

1. Authorization of Assistance Agreement and the Obligations Thereunder. For
the purpose of paying the costs, not otherwise provided, of the refinancing and current refunding

of the Prior Bonds, the District hereby authorizes and approves the issuance of its obligations



pursuant to the Assistance Agreement in the aggregate principal amount of $6,345,000 (subject
to adjustment plus or minus ten percent (10%)) (which aggregate principal amount may be
adjust'ed downward in the event that the Chairman determines it is in the District's best interest to
not refund some of the Prior Bonds) [the "Obligations"], which amount as adjusted shall be the
maximum amount of such Obligations to be outstanding at any one time under the Assistance
Agreement, issued as fully registered Obligations, in said maturities and terms as more fully
provided for in the Assistance Agreement. The Obligations shall bear interest at such rates and

shall be payable in such amounts and at such times as specified in the Assistance Agreement, all
as agreed upon by the District and the Corporation.

2. Approval and Authorization of Execution of Assistance Agreement. The
Assistance Agreement by and between the District and the Corporation in such form as may be
approved by the Chairman, is hereby approved, subject to such minor changes, changes of dates,
insertions or omissions as may be approved by the Chairman, such approval to be conclusively
evidenced by the execution of said Assistance Agreement, in order to effectuate the purposes of
this Resolution; and the Chairman, or any other officer of the District, is hereby authorized to
execute and acknowledge same for and on behalf of the District; and the Secretary is authorized
to attest same and to affix thereto the corporate seal of the District. The Assistance Agreement is
hereby ordered to be filed in the office of the Secretary with this Resolution in the official
records of the District.

3. Disbursement of Proceeds of Obligations. The District's officers, employees
and agents are authorized to carry out the procedures specified in the Assistance Agreement for
the refinancing and current refunding of the Prior Bonds and for the payment from time to time
of the costs and related expenses associated therewith.

4. Revenues of the System. The revenues of the System are determined to be
sufficient to pay the principal of and interest on the Obligations, as the same become due and

payable; and said revenues, pursuant to the terms of the Assistance Agreement, are hereby

pledged to secure all such payments, and in addition, for such other purposes as are more fully

specified in the Assistance Agreement.

5. Chairman and Other District Officials to Take Any Other Necessary Action.
Pursuant to the Constitution and Laws of the Commonwealth of Kentucky, the Chairman,
Treasurer, Secretary and all other appropriate officials of the District are hereby authorized and

directed to file any and all applications necessary to obtain approval of the issuance of the

Obligations from the Kentucky Public Service Commission and to take any and all further action
and to execute and deliver all other documents as may be reasonably necessary to effect the
issuance and delivery of the Obligations and the Assistance Agreement.

6. Severability Clause. If any section, paragraph, clause or provision of this
Resolution shall be ruled by any court of competent jurisdiction to be invalid, the invalidity of
such section, paragraph, clause or provision shall not affect any of the remaining provisions
hereof.

7. Captions of Clauses. The captions of this Resolution are for convenience only
and are not to be construed as part of this Resolution nor as defining or limiting in any way the

scope or intent of the provisions hereof.



8. Provisions in Conflict Repealed. All resolutions and orders, or parts thereof, in
conflict with the provisions of this Resolution, are, to the extent of such conflict, hereby
repealed.

9. Effective Date of Resolution. This Resolution shall take effect from and after its
adoption and approval.

Adopted on April 25, 2012.

MOUNTAIN WATER DISTRICT

Chy'fman

„9
Secretary

CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the
District; that the foregoing is a full, true and correct copy of a Resolution adopted by the
Governing Authority of the District at a meeting duly held on April 25, 2012; that said official
action appears as a matter of public record in the official records or Journal of the Governing
Authority; that said meeting was held in accordance with all applicable requirements of
Kentucky law, including KRS 61.810,61.815, 61.820 and 61.823; that a quorum was present at
said meeting; that said official action has not been modified, amended, revoked or repealed and
is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature this April 25, 2012.

Ah-C~ ~

Secretary@



Mountain Water District
Revenue Bonds

Kentucky infrastructure Authority

I Indian Creek Interest Rate 3.00% I Loan Number B291-01

Due Date
Principal
Payment Interest Payment

Total Principal &
Interest

Servicing
Fee Total Payment

Principal Balance
to Date

Principal Paid to
Date

6/1/1 995
12/1/1 995

$
$

3(6,18:58'$:...;4,960.30 ( $
3,670.83 $ 4,906.05 $

6/1I1.996 . $
12/1/1 996 $
,6/1,/1 997 $ ;
12/1/1 997 $

3,'725,90', $ ,
4,850.98; $

3,781.78 $ 4,795.10 $
3,838.51 „$ ,.',''4,738.37'- $
3,896.09 $ 4,680.79 $

6/1/1998: $ 3,954.'53 '$
12/1/1 998 $ 4,013.85 $
6/111999 $ 4,074.06 $

4,622(35 $
4,563.03 $
4,502.82,', $

6/1/1994 $ ',510.49.,'$, 6,357.29
12/1/1994 $ 3,563,14 $ 5,013.74 $

$ 337,760.00
9,867,78, $ .-,, -„337;76 '$,, 10,205.,54. --$'„,. '34;249.51:.;$ . ',,3,510.49

',576.88$ 334.25 $ 8,911.13 $ 330,686.37 $ 7,073.63
8,576,88 $ '.; '; 330;69,'$ ;;," ',907,6'7,'::$,„::" '27,069,79 '.';$., „, 10,690.21',:.
8,576.88 327.07 8,903.95 323,398.95 14,361.05

8,576.SB $ 312.05 $ 8,888.93 $ 308,156.67 $
8,576;88 $,,: $08.16,('$,', 8;885(04,' ', „304;202,14-..:,$
8,576.88 $ 304.20 $ 8,881.08 $ 300,188.30 $
8576.88 $ . 300(1'9,$ '.8,'87707;'.$ :,.296,1'l42).; $

29,603.33
33(557(86
37,571.70
41j645,76

8,576,88''-.','' 323.40,$ ',900 28, '.$:, .319,673.tl6';; '$,"', ';.-;" -':18;-086;.94.
8,576.88 $ 319.67 $ 8,896.55 $ 315,891.27 $ 21,868.73
8,576.88 . $ ', . 315.89: ''$ '; 8;892.77.'',./ '312,052;76'$ ', '5;707,24;

12/1/1 999
6/1/2000
12/1/2000

$
$
$

4,135.17 $ 4,441.71 $
4,197,19 .,$,„(

.4,379.69. $ -

4,260.15 $ 4,316.73 $

8,576.88 $ 296.11 $ 8,872.99 $ 291,979,07 $
8,576(88" $„', 291;98"'$, '8,868.86 --:$::.::,.287,781,88'' .$
8,576.88 $ 287.78 $ 8,864.66 $ 283,521.73 $

45,780.93
4ii;978.12
54,238.27

.6/1/2001
12/1/2001
6/1/2002
12/1/2002
,6/1„/2003

12/1/2003

$
$
$
$
$
$

4,324.05. $
4,388.91 $

4(252.83" $
4,187.97 $

4(454;75 $ ',122.13, '

4,521.57 $ 4,055.31 $
4,589,;39 . $ ',987:49:,$
4,658.23 3,918.65

6/1/2004 $
12/1/2004 $

4;728;1,1 $ , .3,848.77~. $ «

4,799,03 $ 3,777.85 $

6/1/2008 $
12/1/2008 $

5,326(18',406.07

$

3;250.70 '

3,170.81 $

6I1/2005 '$, ', 4,8?1:.01 $ , 3(705,87.;$
12/1/2005 $ 4,944.08 $ 3,632.80 $
6/1/2006,. $

' ',018;24 .$ ':.:3(558.64"'
12/1/2006 $ 5,093.51 $ 3,483.37 $
6/1I2007 $

' '5,169'.'92-,'$ '- 3,406(96; $
12/1/2007 $ 5,247.47 $ 3,329.41 $

8,576.88 ",$ . 283;52 .$ : '.,8,860.'40 $";; 279(197;67,.„'; '- 58,562;36
8,576.88 279.20 8,856.08
8,576.88 $

'- 274.81::;,$.:8,851'.,69 $
270.35 8,847.238,576.88

274,808.76
270;354.01.':'$
265,832.44

62,951.24
67.;405;,99,
71,927.56

8,576;88'.', 265,83' $ ,.8,842.71:..$;, .'61,243.05,',$;:,76,516.;95;
8,576.88 $ 261.24 $ 8,838.12 $ 256,584.81 $ 81,17519
8,576(88 '",' -'256'.58".:.'$-: ':,:,8,833;46-'-$.',:25'1;856:70".;.$.'.,-,', -.'85,903 30:
8,576.88 $ 251.86 $ 8,828.74 $ 247,057.68 $ 90,702.32
8,576(88, $"';,:.247;06,. ',$ :.' -;8823,94:,-.$ „',', 242,'386;66; '$,:; i 95(5/3(34,
8,576.88 $ 242.19 $ 8,819.07 $ 237,242.58 $ 100,51742
8;576.88,.($ '37,,24 '.':, 8,'8 t'4',12 $ ':, '32,224:34 '$ . 105,'535,66
8,576.88 $ 232.22 $ 8,809.10 $ 227,130.82 $ 110,629.18
8,576;88( ((I: 227,.13,

' ",.', S 804.01', $ ..;,221,960,'91,'$ ;
' 115,,?99,.09,(

8,576.88 $ 221.96 $ 8,798.84 $ 216,713.44 $ 121,046.56
8;576.88" $: '16,'?] .$" ';793'59'','211,38726!".$".; .: 126,37274,
8,576.88 $ 211.39 $ 8,788.27 $ 205,981.19 $ 131,778.81

6/1/2009 . $
12I1/2009 $
,6/1/2010,'$
12/1/2010

5,487.16 - $ ''3,089.72 $
5,569.47 $ 3,007.41 $
5,653.01 $ ,

'- '2,923.87, $
2,839.075,737.81

8,576.88 '$' 205.98' " 8,782;86'. $ '200,494,'03,;:$ . 137,265(97:
8,576.88 $ 200.49 $ 8,777.37 $ 194,924.56 $ 142,835.44
8 57688. $ ',;194 92..;$ ';. ' 771.80„, $"',';189271:5'S,"'"($„",;,,;:,

'148(I8845',576.88

$ 189.27 $ 8,766.15 $ 183,533.74 $ 154,226.26

6/1/2015
12/1/2015

$ ; 6,560,55
"

$
'

2,016.33 $
$ 6,658.96 $ 1,917.92 $

6/1/2016
12/1/2016

$
$

6/1/2017 . $
12/1/2017 $

6,758.84
6,860.23

$' 1,818.04
$ 1,716.65

$
$

1;613.75
1,509.30

6,963.13;,$
7,067.58 $

$
$

6/1/2018 ( $ . '.. 7,173.59 $,,1,403.29,.$
12/1/2018 $ 7,281.19 $ 1,295.69 $
BI1/2019 $ ',390.41 1,186.47 '$
12/1/2019
6/1/2020
12/1/2020

$
$
$

7,501.27 $ 1,075.61
7,613(79:—.$ 963.09
7,727.99 $ 848.89

$

$

'6/1/2011: $ .:;,5,:823.87 $ -'"2,'753.'01 ''$
,

12/1/2011 $ 5,911.23 $ 2,665.65 $
. 6/1/2012' $ ,:, .; 5,999;90 '$ (

" '2,'576(98 $
12/1/2012 $ 6,089.90 $ 2,486.98 $
6/1/2013, ', ',,181:25':,$':.';395;63'.,
12/1/2013 $ 6,273.97 $ 2,302.91 $
;:6/1/201,4;,; $

' "6,368.08 '„". '2;208.80. $
'2/1/2014$ 6,463,60 $ 2,113.28 $ 8,576.88 $ 140.89 $ 8,717.77 $ 134,421,95 $ 203,338.05

8,576(88: $
8,576.88 $
8,576,88
8,576.88 $

134,42,, $.. Bi?1f „-30.„,:;$ - '27,861.40 -':;$ : '

209,898,60.-
127.86 $ 8,704.74 $ 121,202.44 $ 216,557.56
121.20",'$ '8,698.08„'$ '14,443.60:$ ":,:,223,316(40.,
114.44 $ 8,691.32 $ 107,583.37 $ 230,176.63

8;576.88.-.$'. 10?!58, $ ".,. 8,684:.46::$,'::,100,620.24;;:"$:,','..237,,139,'?6;
8,576.88 $ 100.62 $ 8,677.50 $ 93,552.66 $ 244,207.34
8,576(88 ( $ ';, 93(55'.,':,$,; -: ';67043:;.:$'", ' 86(379(07.:;;:$„"(: i '25'I,,380;93:
8,576,88 $ 86.38 $ 8,663.26 $ 79,097.88 $ 258,662.12
8,576,88" $ ', 79,10,' " "'8,655.98„'$ ': '. '71,707.47; ':$ .

'66,052;53',576.88

$ 71.71 $ 8,648.59 $ 64,206.20 $ 273,553.80
8(576,.88:$''(:64.21: $ ;., " ',641 09-;, $ 56,592 4 I „':,$ ",':,281,167';59.;;
8,576.88 $ 56.59 $ 8,633.47 $ 48,864.42 $ 288,895.58

8,576(88, $,',, '.1.83:53;:,.:$",'. (6;760,41,' ",, 177,709.87;;,'($'-,::,, i;;;,, 160,0503,3.,
171,798.63 . $$8,754.59 165,961.378,576.88 $ 177,71 $

8,576.88.',',.( 171.80:$. '': 8,;748,68",; $ ,
'', '165;798 73/:"$ ,

"
'I?1;961.,'27,

8,576.88 $ 165.80 $ 8,742.68 $ 159,708.83 $ 178,051,17
8,576'.88 $ ,1,59.71 ".'$ ':,:8('736„59, $ "-:.; 153,527,59; .$;,, .; 1,84;232;41,"
8,576.88 $ 153.53 $ 8,730.41 $ 147,253.62 $ 190,506.38
8',5?6.88i '$ '147.25:$

' ' 8,'/2413 $ ,.'40,885:;55:='$::," . I96,874,45

6I1/2021,. "$'*- '' .'7;84391" .$

12/1/2021 $ 7,961.57 $
'6/1/2022 .$ 8,081;00 $
12/1/2022 $ 8,202.21 $
8/1/2023 $ 8,325.24 $
12/1/2023 $ 8,450.48 $

251,64
126.76

$
$

732.97":$
615.31 $
495.88 $

'74.67$ 8,576.88
8,576,88
8,576.88

24.98 8,601.86 $
16;78 ' .'8593.66'
8.45 $ 8,585.33 $

320,984.2716,775.73 $
8,450(48 $- ' 329,309.52,

(0.00) $ 337,760.00

8(576 88 '$ '
" 48 86" $

' S(625'74-'' '$ '.'1(020 S'1 i''$ ''" '"''
' '296(739 49

8,576.88 $ 41.02 $ 8,617.90 $ 33,058.93 $ 304,701.07
8,576.8S,$ ..33;06 ': 8,'609,94;.',, $,,: 24,977.94:,,'$, '12,782.06:,

Total $ 337,760.00 $ 178,144.06 515,903.70 111790.21 $ 527(693.91 ¹ Payments 60



Mountain Water District
Revenue Bonds

Kentucky infrastructure Authority

Fedscreek Water Plant Interest Rate 1.80%) Loan Number F01-07

Principal Paid to
Date

Total Principal 8
Interest

Serv/cing
Fee Total Payment

Principal
Payment

Principal Balance
to Date

$ 1,197,072.00
Interest PaymentDue Date

37,170.93 101,339.961,095,732.0425,676.496/1/2006 1,401.76 $35,769.1710,092.68
') 2/1')200 '' $

' '5'9IIT ''58 ','...' .:986)'5Q'l„$ ', ':35/69,"l7' ' '.-',I '369 '67'$ ;:'-,':„37'>'I $8 Ii4" 7>i>
"""'* ''„'',

6/1/2007 $ 26,140.75 $ 9,628,42 $ 35,769.17 $ 1,337.28 $ 37,106.45 $ 1,043,683.71 $ 153,388.29
12/'i/2007 "$-': * 2to,'376,02." $ ';, 9,393 15",,'$ ''5,"769.'1'/„: $.'",,"f;30380'$"":, .37;07)gg'',...-$'",,'..„"»: 1 01$30Qj9'',"$ ':; .„::;1>Tag'7643<]
6/1/2008 $ 26,613.40 $ 9,155.77 $ 35,769.17 $ 1,271.63 $ 37,040.80 $ 990,694.29 $ 206,377.71
12l1/2008: '$ ': "-26.852 92 '$ '-.';0/6.25 . $ .'5,769,::IT $ ," —. 1,238;3/'",;37>007,'54,'., $ „:;.;:,,:96364437 . $,,':;

.233„230,,63,„'I1/2009

$ 27,094.60 $ 8,674.57 $ 35,769.17 $ 1,204.80 $ 36,973.97 $ 936,746,77 $ 260,325.23

,12/1/2004..„$ ..'.: 24995 52,, $ ,
.'. '..1'0 71321', $ .,35?08'73.:,$:-''.'1'496'34: $',:5720507.'..':.$i:;;:;11?207648;:,$.:',-,,?4995 52;"

6/1/2005 $ 25,220.48 $ 10,548.69 $ 35,769.17 $ 1,465.10 $ 37,234.27 $ 1,146,856.00 $ 50,216.00
121'1'/2005":$.;"','' "25+747".':$>",:::''I0621.?0, $ , ';.',,35769.'37:,$,',,'11;43357,':$>;,,37,

12/1/2009 ', '2?,338;45 $.:,','430>72,-;. $
8,184,67 $
7»936;41 $

6/1/2010 $ 27,584.50 $
12/1/2010 $,:>27,';832;76 .$
6/1/2011 $ 2B,083.25 $ 7,685,92 $

'.I2/f/2011, '.:$ ,
': 28,336 00,'.$, .„7 433:,'f7> '$

6/1/2012 $ 28,591.02 $ 7,178.15 $

3S,?69.17,:;..;,$, '1,'170:93,:..$ .;":„36,940,19::;. 0,;," ':909;40/732„: $ ':",',',;287:663,68;I
35,769.17 $ 1,136.76 $ 36,905.93 $ 881,823.83 $ 315,248.17
3g 769.17,$ 1;;i 02 28..'$ . '. ''36,"',8?'I,45 .$':,'.':-".*,'53;99,"I:,07,,$"'..",.":.,3&,080,93;",
35,769.17 $ 1,067.49 $ 36,836.66 $ 825,907.82 $ 371,164.18
35,'769.'17 $ ',.'1;03238 '$'. '680'..'55:,"$': -.,'797571'i82 „'",-'., 399„:560,18,;
35,769.17 $ 996.96 $ 36,766.13 $ 768,980.80 $ 428,091.20

'-12/1'/2/12 '$'. ':;2B,848;34'.::$. '," 6,'92083" ', '.' .'35,/69;,1'7 $;
'', 961:.23'.$" ': 36'>739.'40'. $ ; '>,-740'„]$ 2>45, „"$ ,''.', i456~939.55~

6/1/2013 $ 29,107.98 $ 6,661.19 $ 35,769.17 $ 925 17 $ 36,694.34 $ 71 1,024.48 $ 486,047.52
-1/1/2013'.'-'$;, "','.'29,,369 95;."$',6;399;22 ':;$.': ':35'?6917,',$ ':.";8887

701.88 $35,769.176/1/2016 5,053.57 36,471.0530,T15.60 530,791.93 666,280.07
'l2/'f'/2016::.$

, ',30;,992 tl4„. >$,', -,,' "4 777 13,''. '.-,' 35'7691'7. $ ';,663 '49;;,$ ;:
" .3643286',."$; .:,.',"4997)gr89 „';;;>i,.',.''::„'-'697'2'Tj')'i"

6/1/201 7 $ 31,270.97 $ 4,498,20 $ 35,769.17 $ 624.75 $ 36,393.92 $ 468,528.92 $ 728,543.08
i2/'f/2017;$ ,' ',:31;552>41> $ ;, '4,216;76 .:$, . 35c?69,1'7,:,,$

>
585,68.;$ -36 364';83,';,>$ ;;:;.„;-.;:436,9?6'.p1'.;,$ :;> '.,'".,760;.095;49:.,

6/1/2018 $ 31,836,38 $ 3,932.79 $ 35,769.17 $ 546.22 $ 36,315.39 $ 405,140.13 $ 791,931.87
35,'769.17.: $ '506!43;;$".','::36,275>60,, $:,:,:„'.;; 373;017@2', $ ':.'',;:824,:05478

„

35,769.17 $ 466.27 $ 36,235.44 $ 340,605.21 $ 856,466.79
32;,122.91,'!$ : 3,646.26.;, $
32,412.02 $ 3,357.15 $

12/1/201 8
6/1/2019

$
$

35,769.'1?:;:$,:.".';'425,,76"$"''. 36;",l94,53.-',*$.;„'." 307ttI01',"48 $ .; '.;889,1l0;52 I12/1/2019,: $ ' .',32,"'703.?2,>:,$. 3;065,45",,'$
6/1/2020 $ 32,998.06 $ 2,771.11 $ 35,769.17 $ 384.88 $ 36,154,05 $ 274,903.43 $ 922,168.57

"I2/1j2020' '::.'.33;-29504,:.':$ ..';47413',, $,. '-,-::35'769.17.,'-$;:, '4363,'.$ 36i1!I2,'80,:.',$,'..',:"'r-'.241',608„59.':.".$,',.'..;:-'::,,955',>i636$'„;

6I1/2021 $ 33,594.69 $ 2,174.48 $ 35,769.17 $ 302.01 $ 36,071.18 $ 208,013.69 $ 989,058.31
12/i/2023,:

''
$,",,, r33'89)'05: '$ „' . 'I '8+2 12',rr$ '',, " "35769v17'.„''-$ : * '-„';260)02'",

6/1/2022 $ 34,202.12 $ 1,567.05 $ 35,769.17 $ 217.65 $ 35,986.82 $ 139,914.52 $ 1,057,157.48
-12/1/2J)+2" "$' '~4'>5II9 94:,'.0>: '.';,125923M: ', .35$691~$,:,:;:.-,:17'@39. $-:.;,3PP+06.;.:,$„::;..',:i'ii404'59'.:.,':.$„';.'..." .1>09>1>667
6/1/2023 $ 34,820.53 $ 948.64 $ 35,769.17 $ 131.76 $ 35,900.93 $ 70,584.06 $ 1,126,487.94
12/1/2023': '; '$,',''."" ''

'.35>133911".$ .''' ",: 63'5 26 '"'$ " "r35 76ii'I'7. $'.'. -'" 88 23,'$ ;.
''

";35')8+7~'4g;.':-.>$.,:..";„:" 35'450 i4'' "$ " ':..""1'„'6'l>621>86;">

6/1/2014 $ 29,634.28 $ 6,134.89 $ 35,769.17 $ 852.07 $ 36,621.24 $ 652,020.25 $ 545,051.75
/12/1'/2014:" $ ;

'::-'9'900'99:,.$';-'86818::,"-'$'.- ., >-'.:,35TII91'7 $, ..'''8@50'3"$: '',,'','36'58420,'"'$ ';"",.'- 6221)906',:;$ ',",;:,- 574'952 (4",,
6/1/2015 $ 30.170.10 $ 5,599.07 $ 35,769.17 $ 777.65 $ 36,546.82 $ 591,949.16 $ 605,122.84

.12/$ /2015:...',$.;30t4>}f>63'.:-' =
" '.: 5.327 54,;:::.$ ,.:35>769„,:17- . $ '::.-73994 $.':,':.,36>509"I1:".$.;.,:,;;56)F507'5>j„.";,'„$ ,;:„...,,'''635 56$ 46

6/1/2024 35,450.14 319.05 35,769.19 44.31 $ 35,813.50 0.00 1,197,072.00

Total $ 1,197,072.00 $ 233,634.38 1,430,706.38 32,457.61 $ 1,463,163.99 ¹Payments 40



Mountain Water District
Revenue Bonds

Kentucky Infrastructure Authority

I IIiulti-Area Interest Rate 2.90% Loan Number B291-07

Servicing
Fee

Principal
Payment Interest PaymentDue Date

54,585.536/1/1994 $
55,377.02 $
56,179;99 $
56,994.60 $
57;821;02 $

12/I/1994 $
6/1/1995'$
12/I/1995 $
;6/1/1 996,. $
12/1/1996 $
.6/1/1997 ',
12/I/1997 $

58,659.42 $
59,509.99' $
60,372.88 $
61,248.29: $
62,136.39 $

6/1/1 996 $
12/I/1998 $
6/1I1999 - $

'2/I/1999$
63,037.37:: $
63,951.41 $
64,878;,70 . $
65,819.44 $

6/1/2000 .,'$

12/1/2000 $
6/1/2001. $ 66,773.83 $
12/I/2001 $ 67,742.05 $
6/1/2002 $ 68,724.31 '

12/1/2002 $ 69,720.81 $
'6/$ (2003 " $.:::70,731.76„$

71,757.3712/1/2003 $
72,797;,85: $6/1/2004 ': .$
73,853.42 $
74,924,30, $

12/1/2004 $
6/ I/2005

'

12/1/2005 $ 76,010.70
6/ I/20D6

"',.:,7?,112.85, $
12/1/2006 $ 78,230.99 $
6/1/2007', $ " '' 79,365.34 $
12/1/2007 $ 80,516.14 $

Tot

68,943.20 $
74 102 36 $
'73,299,.39 $
72,484.78 $
71,658'.36,, $
70,819.96 $
69,969.39„$
69,106.50 $
68,231.09 $
67,342.99 $
66,442.01: $
65,527.97 $
64;600;68,'
63 659 94 $
62,705,55 $
61,737.33 $
60,755.07. $
59,758.57 $
58,747;62 $
57,722.01 $
56,681:53 .$
55,625.96 $
S4,55'5.'OS'

53,468.68 $
52;366:53

'

51,248.39 $
50,114.04 '

48,963.24

al Principal &

Interest Total Payment

123,528.73
129,479.38 $ 134,589.89 $ $

. 129,479,38, $;,5,055;13''',, 1,34(534;51;",$ , „: 4,998,,950,46;:-',

129,479.38 $ .. 4,582.'21 $'',,134,061.59;,$" .'4,519,'170.51';$ ', 645,92;49
129,479,38 $ 4,519.17 $ 133,998.55 $ 4,455,219.10 $ 709,873.90

Principal Balance
to Date

$ 5,165,093.00
$ 5,165;09 '$', -1e28,'693.'82; $ :;,-" 5,110;5074$:;;,'$ 54,585.5,3„

109,952.555,055,130.45$ 5,110.51
166;1<2./54

129,479.38 $ 4,998.95 $ 134,478.33 $ 4,941,955.86 $ 223,137 14
129,479.,38,:$ ,. 4;941;96„'.",$ ;,: '134 421.5$'.;.;;,$;,.4,884,134,,84,,-':.$', ': ',280,9SI;16;
129,479.38 $ 4,884.13 $ 134,363.51 $ 4,825,475.42 $ 339,617.58
129,479.38.,''$ - 4,825,'48, "$ ':134,304.86:;,.:$'' 4,765,96543; $ '"; '399,1'.57,
129,479.38 $ 4,765.97 $ 134,245.35 $ 4,705,592.55 $ 459,5%.45.
129,479,38 $-,4;705.59 $ '.'..134,184,97.'. „. 4,644,344.26:;,,$ ,

'. 520,?48t?41,
129,479.38 $ 4,644.34 $ 134,123.72 $ 4,582,207.87 $ 582,885.13

129 4?9.38 . $
'

4,455.22 $:-...,133,934.60.;$,'., 4,390,340„40,''$, ', 774,762.60
129,479.38 $ 4,390.34 $ 133,869.72 $ 4,324,520,95 $ 840r572 05
129,479.38 $ ,;.4,324,'52,, $ . 133,SQ3;90'. $ ',257„747,)3;;, $

r,90?,345:87'29,479.38

$ 4,257.75 $ 133,737.13 $ 4,190,005.08 $ 975,08t 92
129,479.38', 4,19II;01; $ "133,'669;39'::$': -'4,121,280.77;$ ':.1,043,812;23,
129,479.38 $ 4,121.28 $ 133,600.66 $ 4,051,559.97 $ 1,113,533.03
129,479,38': 4,051.56-. $., 133,53094,.:$,;.'„3,980,828.2'1'.': $ :

1,184,2@"79'29,479.38

$ 3,980.83 $ 133,460.21 $ 3,909,070.83 '1,256.072.17
129,'479,38 "'$.',.:3,909,'07.,',$':133,388:45:': . 3 836,'272,98,:-,'.-$ " -':.1,328;.820'02'.
129,479.38 $ 3,836.27 $ 133,315.65 $ 3,762,419.56 $ 1,402,673.44
129 479t38': .$..:3762 42~.'-$

,
'133i241. 80.'-'$:; 3 687 495 26:-. $ :,-'ti'4??P9>.-"74

129,479.38 $ 3,687.50 $ 133,166.88 $ 3,611,484.56 $ 1,553,608.44
129,479.38'; $ 3,611';48''; "'133;090.'86::$ ',534,371.?1:'$ ' 1',630;721;29',
129,479.38 $ 3,534.37 $ 133,013.75 $ 3,456,140,72 $ 1,708,952 28
129;479;38' .3,456;14:: $ ',1,32,935.52,',. '.3,376,775.38 "'$ '' '- 1,788,31t;62
129,479.38 3,376.78 132,856.16 1,868,833 763,296,259.24

'6/1/2008
'

12/1/2008 $
.6/ I/2009 $
12/1/2009 $

81,683.;62 $
82,868.03 $
84,069.62 '

85,288.63
6/1/201,0 $ ,'. ', 86,525,31, $
12/1/2010 $ 87,779.93 $
6/1/20'1'.f . $ ',,

'2/1/2011$
89;052:74', $ :
90,344.01 $

12/1/2015 $
6I1/2016 $

101,371.47
102,841,36". $

12/1/2016 $ 104,332.56 $
6/1I2017 . $ , .105;845.88

"
$

12/1/2017 $ 107,380.14
6/1,/2018; $','08,93?;15
12/1/2018 $ 110,516.74

$
$

6/I/2019 $ ..112,119.23'
12/1/2019 $ 113,744.96 $
6/1/2020 '$. ':. 115,394;26: $
12/1/2020 $ 117,067.48 $
6/1/2025'; $ -:: '18,764,96. $

120,487.05 $
122,234.11, '$
124,006.51 $

12/1/2021 $
6/1/2022 . $
12/1/2022 $

6/ "I/20'1 2 $ '91,653;99, $
12/1/2012 $ 92,982.98 $
6/1/201 3 ' '$„94,33'1 i23 -".$
12/1/2013 $ 95,699.03 $
'6/1/2014 $ '",' 97~086,67-'. $
12/1/2014 $ 98,494.43 $
6/1/2015'

'
99,922,59 $

47 795,76 $
46,611.35 $
45,409:76 '$

44,190.75 $
,42,954;07, $
41,699.45 $
40,426,64;, $
39,135,37 $
37,825.39 $
36,496.40 $
35,148,15'; $
33,780.35 $
32;392.71 '

30,984.95 $
29,556.79. $
28,107.91 $
26,638.02
25,146.82 $
23,634,00, $
22,099.24 $
20,,542.23 '

18,962.64
1?,360,.'I5
15,734.42
14,085;12
12,411.90 $
10,714;42'- $
8,992.33 $
7,245.27
5,472.87

129,'479.38, '$, 3,296.26,,$ '- '32,775,64; $ 3,214,575.62-," .$ ", ',950,'51tr38,
129,479.38 $ 3,214.58 $ 132,693.96 $ 3,131,707.59 $ 2,033,365 41
129,479.38, $, 3,131.71 $ '132,611.09.',$ '3;047,63/;97', ':2;117;455:03,.
129,479.38 $ 3,047.64 $ 132,527.02 $ 2,962,349.34 $ 2,202.743.66
129I479,.38 ',. $
129,479.38 $

296235 $ '32441'73' '2875824'03 $
" 2289268'97

2,875.82 $ 132,355.20 $ 2,788,044.09 $ 2,377,04IL91
129 '479 SS ''$ '' 2 788'0)'.' $': ''1 32~267 42' !$'.

l i ''2 698~991 '35'' '"'$,!"""'2j)66 1 Ot~>65''

129,479.38 $
129)479,38 '"...$

2,698.99 $
2,608.65,',$

132,178.37 $ 2,608,647.35 $ 2,556,445.65
132;088.03:$ .'. 2,516,993.35..;$ ,, '2,648,0%768;

129,479.38 $ 2,136.89 $
129,479.38: $ 2;038.40,:- $
129,479.38 $ 1,938.48 $

131,616.27 $ 2,038,399.02 $ 3,126,693.98
'I 31,517,:78,-$ -:. ';938,4?6,43; $ ',: ',226,61(57,
131,417.86 $ 1,837,104.96'3,327,988.04

129,479,38 $ ',837.10;$,; I31,316,48 $ 1,734,263;60 $ 3,430;82},40
129,479.38 $ 1,734.26 $ 131,213.64 $ 1,629,931.04 $ 3,535,161.95
129,47S.38:$ ',629.93''.. 131~ 109,'31,'1,524,085.66,.;$,:; -

3;641;00/!34'29,479.38

$ 1,524.09 $ 131,003.47 $ 1,416,705.52 $ 3,748,38/.48
129,479,38;$ ,,1,4'16,71....$,':,: 130,896,09. $',: I,'3D?;768;37,'"$.: . ':3,857„324.63
129,479.38
129,479.38 '

129,479.38 $
129,479.38 '" $

1,307.77 130,787.15 1,197,251.64 3,967,841.36
1,197.25.'$ :130,6?6.63:.$ . 1,085,132.40' $

'

';0?S,SSII'.'SO
1,085.13 $ 130,564.51 $ 971,387.44 $ 4,193,705.56

971,39 $ , 130,450.77 '$:.' 855,S93,18,',.$ - 4;309,,0SI,'82
129,479.38 $ 855.99 $ 130,335.37 $
129,479,.38:.$',. '738,'93': $ ','".'130,21'8,'31'; $r
129,479.38 $
129,4?9.38, $
129,479.38 $

620.16 $
499.67: $
377.44 $

130,099.54 $
129,979.05'.$
129,856.82 $

738,925.70 $ 4,426,167.30
620,160,75."$ I': '4,544;9)3 25
499,673.70 $
377,439;58', $
253,433.08 $

4,665,419.30
4;787,653;42
4,911,659.92

129,479.38 $ 2,516.99 $ 131,996.37 $ 2,424,010.38 $ 2,741,082.62
129,479,;38 .-;$';424;01 ..'':;;131,903.39.:::$," 2,329,679;.$5 $ .', '2,835;413;85
129,479.38 $ 2,329.68 $ 131,809.06 $ 2,233,980.12 $ 2,931.112.88
129,479 38 $ ::2,233,'98 $ , 131,;713.36.$

'' ':2,136,II93.45: .$ ; 3,028,19I,55;

:6/1/2023 . $
12/1/2023 $

'I 25,804.60
127,628.48

$
$

3,674 78
1,850.61

129,479.38. $ "'53,'43; $ 129;732.81 ',$
129,479.38 $ 127.63 $ 129,607.01 $

127,628.48, "$ ',037,46t.52
0.00 $ 5,165.093.00

Total $ 5,165,093.00 $ 2,597,718.86 7,762,812.15 $ 179,563.41 $ 7,942,375,56 ¹Payments 60



REPORT 1/11/2008

BOND SCHEDULE, 1I11I2008
Name of Borrower: Mountain Water District

Amount of Loan

Number of Initial Interest Only
Payments
Payment Frequency
Principal Payment Units

650000

2

Annual

1000

Annual Interest Rate
Number of principal and/or Interest
Payments
This is a split payment bond.
Interest Payment Units

0.045

40

false
1

YEA
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
7019
2020
2021

2022

2023
2024

2025

2026

2027
2028

2029
2030
203.1---

2032
2033
2034
2035
2036
2037
2038
2039
2040

2041

2042

2043

2044
2045
7046

2047

2048

TOTAL

R PERIOD
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

--1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

S

N
1

2

3

4

5

6

7

8

9
10
11
12

13

14
15

16
17
18

19
20
21

22

23

24

25

26

27

28

29

30
31
32

33
34

35

36
37

38

39
40

UMBER PA
29250
29250
36250
35935
35620
36305
35945
35585
36225
35820
36415
35965
36515
36020
35525
36030
36490
35905
36320
35690
36060
36385
35665 =
35945
36180
36370
36515
35615
35715
35770
35780
35745
35665
35540
36370
36110
35805
36455
36015
35530
1426295

YMENT INTEREST
29250
29250
29250
28935
28620
28305
27945
27585
27225
26820
26415
25965
25515
25020
24525
24030
23490
22905
22320
21690
21060
20385

—
19648
18945
18180
17370
16515
15615
14715
13770
12780
11745
10665
9540
8370
7110
5805
4455
3015
1530
776295

PRINCIPAL
0

0

7000
7000
7000
8000
8000
8000
9000
9000
10000
10000
11000
11000
11000
12000
13000
13000
14000
14000
15000
16000
16000
17000
18000
19000
20000
20000
21000
22000
23000
24000
25000
26000
28000
29000
30000
32000
33000
34000
650000

BAL
650000
650000
643000
636000
629000
621000
613000
605000
596000
587000
577000
567000
556000
545000
534000
522000
509000
496000
482000
468000
453000
437000
421000
404000
386000
367000
347000
327000
306000
284000
261000
237000
212000
186000
158000
129000
99000
67000
34000
0

ANCE

Warning: This schedule is an estimate of payments. Rural Development calculates interest amounts and principle
reduction as of the date the payment is processed. Because over the life of the loan payments will be processed
on dates other than the due date, the actual interest amounts and principle reduction will not match the schedule
provided here.



USDA

I

Amount of Loan

Number of Initial Interest Only
Payments
Payment Frequency
Principal Payment Units

1650000

2

Annual

1000

Annual Interest Rate
Number of principal and/or Interest
Payments
This is a split payment bond.
Interest Payment Units

RURAL UTILITIES SERVIC(
BOND SCHEDULE, 9/27/2005

Name of Borrower: Iiountain Water District

/III> Pi

0.045

40

false
1

YEA
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

2021
2022
2023

2024

2025

2026

2027
202.8

2029
2030
2031
2032
2033
2034

2035
2036
2037
2038

2039
2040

2041

2042

2043

2044

2045

TOT

R PERIOD
1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

- 1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

ALS

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34
35

36

37

38

39
40

PAYMENT
74250
74250
91250
91485
91675
91820
91920
90975
91030
91040
91005
91925
91755
91540
91280
90975
91625
91185
91700
91125
91505
91795

. 90995
91150
91215
91190
91075
91870
91530
91100
91580
91925
91135
91255
91240
91090
91805
91340
91740
91960
3622305

NIJMBER INTEREST
74250
74250
74250
73485
72675
71820
70920
69975
69030
68040
67005
65925
64755
63540
62280
60975
59625
58185
56700
55125
53505
51795
49995.:
48150
46215
44190
42075
39870
37530
35100
32580
29925
27135
24255
21240
18090
14805

11340
7740

3960
1972305

PRI
0

0
17000
18000
19000
20000
21000
21000
22000
23000
24000
26000
27000
28000
29000
30000
32000
33000
35000
36000
38000
40000
41000
43000
45000
47000
49000
52000
54000
56000
59000
62000
64000
67000
70000
73000
77000

80000
84000

88000

1650000

NCIPAL
1650000
1650000
1633000
1615000
1596000
1576000
1555000
1534000
1512000
1489000
1465000
1439000
1412000
1384000
1355000
1325000
1293000
1260000
1225000
1189000
1151000
1111000
1Q70004
1027000
982000
935000
886000
834000
780000
724000
665000
603000
539000
472000
402000
329000
252000
172000
88000
0

CK

nl~~fnnnc P~v~ 1 nfl



Mountain Water District
Revenue Bonds

Series 2001

Qu,~ll FDr)c. LJTP
Bond Issue Date 7/26/20021

Principal Balance Principal Paid to
Due Date Principal Payment interest Payment Total Payment to Date Date

~MMR a BN=HMBHSHR DHIBIRSM a ~HMMSR 0

7/1/2003 $ $ 13,000.00 $ 13,000.00 $ 800,000.00 $
~aatSSRDDRHBMM ~. MISEEEH a DISSIRD -—SHIIESS

7/1/2004 $ $ 13,000.00 $ 13,000.00 $ 800,000.00 $
~MSHMMe. ~RMMDS= ~HMMS aHSHSMR. 'HHRIBSMIS- MISSM

7/1/2005 $ $ 12,821.25 $ 12,821.25 $ 789,000.00 $ 11,000.00
~IRMHH~ HHM =aIHMBM RRHRIIRDHR IEMI'IHRiiaa. HSMHRIIS

7/1/2006 $ $ 12,642.50 $ 12,642.50 $ 778,000.00 $ 22,000.00
SRIMMItaf—=:- —mmuiaeuuilt ~ .~m~81 Sh 6~BI~Hsstt~HKIItm

7/1/2007 $ - $ 12,447.50 $ 12,447.50 $ 766,000.00 $ 34,000.00~mM~ ~- ~B~ —=- ~~= ~~L——~mnttltmm
7/1/2008 $ $ 12,252.50 $ 12,252.50 $ 754,000.00 $ 46,000.00

~ItBmtiit Ig ~rDal989Ktaa NH
—~%6%%5rta sNH—~3ROIgg@ltt~mltMIIIQI

7/1/2009 $ $ 12,057.50 $ 12,057.50 $ 742,000.00 $ 58,000.00Ii~~~K ~GBBOI =- W65amus$ a.—
7/1/2010 $ $ 11,846.25 $ 11,846.25 $ 729,000.00 $ 71,000.00

~MSMI~a ~DMMR IMHRh —RMMM= SSHRIKR . RIBBSHM
7/1/2011 $ - $ 11,635,00 $ 11,635.00 $ 716,000.00 $ 84,000.00~i~~~ ItP ~~i- ' =tlstt88~ L snttKQ~I

7/1/2012 $ $ 11,407.50 $ 11,407.50 $ 702,000.00 $ 98,000,00
IHtmg~iI — - I5i ~ggLthtssgg =—=HIRQIQQOiQQj

7/1/2013 $ - $ 11,180.00 $ 11,180.00 $ 688,000.00 $ 112,000.00
~IIR~W as: SXIGGtlotN 's= "8+al@@tB===—EtlrI6%IR58til

7/1/2014 $ - $ 10,938.25 $ 10,936.25 $ 673,000.00 $ 127,000,00
~DHHMI HH RSMMM = Mg~ IK~HMDMM,

7/1/2015 $ $ 10,692.50 $ 10,692.50 $ 658,000.00 $ 142,000.00
~immy~ It — ~9~ ~ ~~ttl =—~t4tK9~

7/1/2016 $ - $ 10,432.50 $ 10,432.50 $ 642,000.00 $ 158,000.00
~Rlti2mmm sts——~8~ ' It'lttt Is—R%fGGEmil

7/1/2017 $ $ 10,172.50 $ 10,172.50 $ 626,000.00 $ 174,000.00
SIHSMI S'MHHRM $ 0a~aa = = DRSHIIBISS

7/1/2018 $ $ 9,898.25 $ 9,896.25 $ 609,000.00 $ 191,000.00

7iii2019 $ - $ 9,62D.OD $ 9,620.00 $ 692,000.00 $ 2DH,ODD.DD

==.SIMSM R==MHSESEM DMM=SHHMM I =MMM=
7/1/2020 $ - $ 9,327.50 $ 9,327.50 $ 574,000.00 $ 226,000.00

7/1/2021 $ $ 9,035.00 $ 9,035.00 $ 556,000.00 $ 244,000.00
~IBIEIHBSM a MRBSHM =- M6MR —= ~HISBSI Ha— RRMRMM

7/1/2022 $ - $ 8,726.25 $ 8,726.25 $ 537,000.00 $ 263,000.00
I~~sbh9tD~% =- '~~lst'-ttl s ~tas$ eaetetmltmll

7/1/2023 $ $ 8,417.50 $ 8,417.50 $ 518,000.00 $ 282,000.00~RMMRI= MBBMNR =MHIM- — HSMRa —~~MMHMHIF=
7/1/2024 $ - 5 8,092.50 $ 8,092,50 $ 498,000.00 $ 302,000.00

MHSIS!tts. =— =lHMMHB HI. — MHIM
7/1/2025 $ $ 7,751.25 $ 7,751.25 $ 477,000.00 $ 323,000.00

~HHH~H. It RIBHHHS—— —lz@Itlfmt~ ~- —HDEINMsssaa~

7/1/2026 $ $ 7,410.00 $ 7,410.00 $ 456,000.00 $ 344,000.00
=HtSt96~ stL— :EHEHIBIHS RR=—aMMMR

7/1/2027 $ - $ 7,052.50 $ 7,052,50 $ 434,000.00 $ 366,000.00
38IKQEihNHDD- Rgt~~e

7/1/2028 $ $ 6,678.75 $ 6,678.75 $ 411,000.00 $ 389,000.00
~MMHM~ RMHMM 5aaa: RRHHBH!Hl6 WlaÃRM

7/1/2029 $ $ 6,288.75 $ 6,288.75 $ 387,000.00 $ 413,000.00
~aaSSSIItla~ . ~I~..ENHHHNSSB ——

tmntHIIS
'/1/2030$ $ 5,898,75 $ 5,898,75 $ 363,000.00 $ 437,000.00

~DSSP a—'~MR — -~= MMIH'RHRIHMRRa
7/1/2031 $ $ 5,492.50 $ 5,492.50 $ 338,000.00 $ 462,000.00

~R~I8tH 2gggQi~i HL" = atHLEr ~QQgHt It
7/1/2032 $ $ 5,070.00 $ 5,070.00 $ 312,000.00 $ 488,000.00

MRMSMRMM:MBOIMM a a aaRM ~ggMMlh
7/1/2033 $ $ 4,631.25 $ 4,631.25 $ 285,000.00 $ 515,000.00



Mountain Water District
Revenue Bonds

Series 2001

Due Date Pr

7/1/2034 $

7/1/2035 $

7/1/2036 $

7/1/2037 $

7/1/2038 $

7/1/2039 $

7/1/2040 $

7/1/2041 $
~IKRRB+69P~ ~

incipal Payment interest

$RIME~ ~
$

Principal Paid to
Date

543,000.00

571,000.00

Payment Total Payment

4,176.25 $4,176.25 $

3,721.25 $

3,233.75 $ 3,233.75 $ 601,000.00199,000.00 $

2,746.25 $

2,226.25 $

1,706.25 $

1,153.75 $

585.00 $

2,746.25 $

2,226.25 $

1,706.25 $

1,153.75 $

585.00 $

169,000.00 $

137,000.00 $

105,000.00 $

71,000.00 $

36,000.00 $

631,000.00

663,000.00

695,000.00

729,000.00

764,000.00

Princi pal Balance
to Date

257,000.00 $

3,721.25 $ 229,000.00 $

Total $ 800)000 00 $ 643>922 50 $ 1y443g922 50 ¹ Payments 79



KRWFC Flexible Term Program Series 2012 E
Sinking Fund Payment Schedule

/ QQ~
Pr/'(rI< v c.M

Borrower:
Closing Date:

Mountain Water District
08/29/12

Monthly
Principal

Monthly
Interest

Monthly
Admin.Fees

Total Monthly
Sinking Fund

Payments

10/12-1/13
2/13-7/13
8/13-1/14
2/14-8/14
8/14-1/15
2/15-7/15
8/15-1/16
2/16-7/16
8/16-1/17
2/17-7/17
8/17-1/18
2/18-7/18
8/18-1/19
2/19-7/19
8/19-1-20
2/20-7/20
8/20-1/21
2/21-7/21
8/21-1/22
2/22-7/22

8/22-1/23
2/23-7/23
8/23-1/24
2/24-7/24
8/2'I-1/25
2/25-7/25
8/25-1/26
2/26-7/26
8/26-1/27
2/27-7/27

8/27-1/28
2/28-7/28
8/28-1/29
2/29-7/29
8/29-1/30
2/30-7/30
8/30-2/31
2/3 1-7/31
8/3 1-1/32
2/32-7/32
8/32-1/33
2/33-7/33
8/33- 1/34
2/34-7/34
8/34-1/35
2/35-7/35
8/35-1/36
2/36-7/36
8/36- 1/37
2/37-7/37
8/37- 1/38
2/38-7/38
8/38-1/39
2/39-8/39

17,000,00
17,000.00
28,750.00
28,750.00
29,583.33
29,583,33
30,000,00
30,000.00
30,416,67
30,416,67
31,250.00
31,250.00
31,666,67
31,666,67
32,916.67
32,916.67
20,000,00
20,000.00
18,333.33
18,333,33
18,750,00
18,750.00
19,583.33
19,583,33
20,000,00
20,000.00
20,416.67
20,416.67
21,250.00
21,250.00
19,583,33
19,583.33
20,000.00
20,000.00
20,416.67
20,416.67
14,166.67
14,166.67
14,583.33
14,583.33
12,083.33
12,083,33
12,083,33
12,083.33
12,500.00
12,500,00
7,083.33
7,083.33
7,500.00
7,500.00
7,500.00
7,500,00
7,916.67
7,916,67

6,270,000.00

18,516.42
14,618.23
14,334.90
14,334,90
13,759.90
13,759.90
13,168.23
13,168.23
12,568.23
12,568.23
11,959,90
11,959.90
11,256,77
11,256.77
10,306.77
10,306.77
9,319.27
9,319.27
8,719.27
8,719.27
8,169.27
8,169.27
7,606.77
7I606,77
7,019.27
7,019.27
6,419.27
6,419.27
5,806.77
5,806.77
SI169.27
5,169.27
4,581.77
4,581.77
3,956,77
3,956.77
3,318.75
3,318.75
2,858,33
2,858.33
2,384,38
2,384,38
1I976.56
1,976.56
1,553,65
1,553.65
1,116,15
1,116.15

859.38
859.38
578.13
578.13
296.88
296,88

2,190,550.27

1,640.07
1,294.79
1,259.38
1,259.38
1,187,50
1,187,50
1,113.54
1,113.54
1,038,54
1,038.54

962.50
962,50
884,38
884.38
805,21
805,21
722.92
722,92
672.92
672,92
627.08
627.08
580,21
580.21
531,25
531,25
481.25
481.25
430,21
430.21
377,08
377.08
328.13
328.13
278,13
278,13
227.08
227.08
191.67
191.67
155.21
155.21
125.00
125,00
94.79
94,79
63.54
63.54
45.83
45.83
30,83
30.83
15.83
15,83

173,089.03

37,156 49
32I913.02
44,344.27
44,344.27
44,530.73
44,530,73
44,281,77
44,281.77
44,023.44
44,023,44
44,172.40
44,172.40
'l3,807,81
43,807,81
44,028,65
44,028.65
30,042.19
30,042.19
27,725.52
27,725.52
27,546,36
27,546.36
27,770.31
27,770,31
27,550.52
27,550.52
27,317,19
27,317.19
27,486,98
27,486.98
25,129,69
25,129,69
24,909,90
24,909,90
24,651.56
24I651.56
17,712.50
17,712.50
17,633.33
17,633.33
14,622,92
14,622.92
14,184.90
14,184,90
14,148.44
14,148.44
8,263.02
8,263.02
8,405,21
8,405,21
8,108.96
8,108.96
8,229.38
8,229.38

8,633,639.30



Mountain WD PSC financing cases:

Case No.

9864

loan/bond amount

$500,000 water

source

fmha

PSC order date

7/27/87

10080

10150

$5.4M

$2M

water

water

aml

aml

3/9/88

4/14/88

92-00227 $10K

$5.1M

water fmha

kia 6/19/92

93-00308 $662K

$337k

water fmha

kia 3/11/93

95-00280

97-00112

98-00604

02-00099

03-00282

04-0130

04-00194

05-00436

06-00438

08-00052

09-00541

$1.3M water fmha

kia

$2.54M refinance bonds

$426k sewer Id

$227k sewer kia

$1.7M

$740K

$1.65

water

sewer

water

bonds

bonds

bonds

$650k sewer bonds

$650k water

$750k sewer kia

$176 bond sewer

$484k

7/21/95

3/11/97

1/11/99

4/25/02

11/6/03

4/28/04

6/24/04

11/14/05

11/1/06

3/12/08

1/29/10

12-00317 $6.3M water krwfc 8/7/12



Mountain WD PSC financing cases:

Case No.

9864

loan/bond amount

$500,000 water

source

fmha

PSC order date

7/27/87

10080 $5.4M water aml 3/9/88

10150

92-00227 $10K

$5.1M

water

water

aml

fmha

kia

4/14/88

6/19/92

93-00308 $662K

$337k

water fmha

kia 3/11/93

95-00280

97-00112

98-00604

02-00099

03-00282

04-0130

04-00194

05-00436

06-00438

08-00052

09-00541

$1.3M water fmha

kia

$2.54M refinance bonds

$426k sewer Id

$227k sewer kia

$1.7M

$740K

$1.65

$650k

water

sewer

water

sewer

bonds

bonds

bonds

bonds

$650k water

$750k sewer kia

$176 bond sewer

$484k

7/21/95

3/11/97

1/11/99

4/25/02

11/6/03

4/28/04

6/24/04

11/14/05

11/1/06

3/12/08

1/29/10

12-00317 $6.3M water krwfc 8/7/12



Mountain WD PSC financing cases:

Case No.

9864

loan/bond amount

$500,000 water

source

fmha

PSC order date

7/27/87

10080 $5.4M water aml 3/9/88

10150 $2M water aml 4/14/88

92-00227 $10K

$5.1M

water fmha

kia 6/19/92

93-00308 $662 K

$337k

water fmha

kia 3/11/93

95-00280

97-00112

$1.3M water

$176 bond sewer

$484k

fmha

kia

98-00604

02-00099

03-00282

04-0130

04-00194

05-00436

06-00438

08-00052

$2.54M

$426k

$227k

$1.7M

$740K

$1.65

$650k

$650k

refinance bonds

sewer Id

sewer kia

water

sewer

water

sewer

bonds

bonds

bonds

bonds

water rd

sewer

water

kia

krwfc

09-00541 $750k

12-00317 $6.3M

7/21/95

3/11/97

1/11/99

4/25/02

11/6/03

4/28/04

6/24/04

11/14/05

11/1/06

3/12/08

1/29/10

8/7/12



Mountain WD PSC financing cases:

Case No.

9864

loan/bond amount

$500,000 water

source

fmha

PSC order date

7/27/87

10080 $5.4M water aml 3/9/88

10150

92-00227 $10K

$5.1M

water

water

aml

fmha

kia

4/14/88

6/19/92

93-00308 $662K

$337I<

water fmha

kia 3/11/93

95-00280

97-00112

98-00604

02-00099

03-00282

04-0130

04-00194

05-00436

06-00438

08-00052

09-00541

$1.3M water

$2.54M refinance

$426k sewer

$227k sewer

$1.7M water

$740K sewer

$1.65 water

$650k sewer

$650k water

$750k sewer

$176 bond sewer

$484k

fmha

kia

bonds

rd

kia

bonds

bonds

bonds

bonds

rd

kia

7/21/95

3/11/97

1/11/99

4/25/02

11/6/03

4/28/04

6/24/04

11/14/05

11/1/06

3/12/08

1/29/10

12-00317 $6.3M water krwfc 8/7/12



Mountain WD PSC financing cases:

Case No.

9864

10080

loan/bond amount

$500,000 water

$5.4M water

source

fmha

aml

PSC order date

7/27/87

3/9/88

10150

92-00227

$2M

$10K

$5.1M

water

water

aml

fmha

kia

4/14/88

6/19/92

93-00308 $662K

$337k

water fmha

kia 3/11/93

95-00280

97-00112

98-00604

02-00099

03-00282

04-0130

04-00194

05-00436

06-00438

08-00052

09-00541

$1.3M water fmha

kia

$2.54M refinance bonds

$426k sewer

$227k sewer kia

$1.7M

$740K

$1.65

$650k

water

sewer

water

sewer

bonds

bonds

bonds

bonds

$650k water Id

$750k sewer kia

$176 bond sewer

$484k

7/21/95

3/11/97

1/11/99

4/25/02

11/6/03

4/28/04

6/24/04

11/14/05

11/1/06

3/12/08

1/29/10

12-00317 $6.3M water krwfc 8/7/12


