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Mountain Y er District
Current Sewer Loans.

Funding Loan

Source Project Name Number Project Description

KIA South Williamson A03-06 This project gave new sewer lines to the South Williamson area for more
than 70 residences and businesses.

KIA Shelby lIt Ph I A209-32  |This project installed sewer lines for approximately 50 new customers and
provided sanitary sewer service to an area of the county with high number
of straight pipes and/or failed septic systems.

RD Shelby Sewer 92-358 This project is for renovation of the existing 200,000 gallon wastewater
treatment plant and expand capacity to 500,000 gallons per day.
Wastewater collection lines was constructed to serve approximately 432
households.

RD Phelps Sewer Project 92-20 This project consists of the construction of a 250,000 GPD wastewater

treatment plant,along with approximately 165,000 L.F. of force main-

gravity collection lines. This project also includes 650 grinder pumps,one

belt filter press and one service truck.
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Kentucky Infrastructure Authority
375 Versailles Road
Franifort, Kentucky

RE: Assistance Agreement by and between Kentucky Infrastructure Authority and
Mountain Water District, dated as of November 1, 2003

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, “Governmental
Agency”. I am familiar with the organization and existence of the Goveromental
Agency and the laws of the Commonwealth applicable thereto. Additionally I am familiar with the
wastewater treatment works project South Williamson Phase II Sewer, Project No. A 03-06,
“Project” with respect to which the Assistance Agreement by and between the Kentucky
Infrestructure 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 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;

]? ‘ 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 Asgistance Agreement has been duly executed and delivered by the
Governmental Agency and js 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 bankruptey, reorganization, moratorivum, insolvency or similar
laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors’ rights or
remedies generally. |

b 3) The Govemnmental Agency has all necessary power and authority (i) to enter into,
perform and consummate all transactions contemplated by the Assistance Agreement, and (ii) to
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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 Govermimental Agency.

3) The exccution and delivery of the Assistance Agreement and the perfor‘maucle 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 goverunental 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 ofthe
Assistance Agreement and the imposition of the Setvice 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 tide of the members and officers of the Governumental 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
o'i'“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 ot authority heretofore had or takén by the Governmental
Agevcy for the anthorization, execution or delivery of the Assistance Agreement has or have been
repealed, rescinded, or revoked.

8) To the best of my knowledge, the Governmental A.gency has fully complied with all
federal and state labor and procurement laws in connection with the acquisition and 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 67.805 to 61.850 of the
Kentucky Revised Statutes.

Very truly yours,

STRATTON, HOGG, & MADDOX, P.S.C.
,%:,Wf/ /me

Daniel P. Stratton
email: dpstratton@setel.com

DPS/dr



Re:  Assistance Agreement between the Kentucky Infrastructure Authority ("KIA")
and Mountain Water District (the "Governmental Agency"), dated as of
November 1, 2003

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 Govermmmental 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.

2 The Govermnmental Agency is a duly organized and validly existing body
corporate and politic 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.

S 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’
rights 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 Govemmental 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.

o 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.

g, The Govermnmental 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 2’23/ day of [\fo;’j/mlge,/* , 2003,

GOVERNMENTAL AGENCY:
MOUNTAIN WATER DISTRICT

By: JML ﬁé/m/

Name: “Ton, Akerg
Title: Chairman

ATTEST:

Lo forr
By: J7 s P il
Name:Z lzg//rru. ﬁpeﬁrc
Title: Secretary

26576.1
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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"):

WITKRESSETH

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 February 1, 1990 (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 September 1, 1989 (the "Indenture") between
the Authority and National City Bank (F/K/A First Kentucky Trust Company) (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 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, 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:



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 224 A 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.

"Cabiner" 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 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.

"Federal Act" shall mean the Water Quality Act of 1987, 33 U.S.C. § 1251 et. seq.

"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 February 1, 1989 between
the Authority and the Trustee.

"Interagency Agreement" means the Interagency Agreement dated as of February 1, 1990
between the Authority and the Cabinet.

"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.

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

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

"Program" shall mean the program authorized by KRS 224A.111 and the Indenture as the
"federally assisted wastewater 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, a Treatment Works 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.

"Regquisition 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 Treatment Works 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.

ik reatment Works" shall mean Treatment works as defined in the Act.



ARTICLE [T

REPRESENTATIONS AND WARRANTIES

Section 2.1. Representations and Warranties of Authority. 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 the Federal Act
and any regulations issued thereunder.

Section. 2.2. Representations and Warranties of the Governmental Agency. 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’
rights 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 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 résolution -
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)y  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.

@O 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.

4)] 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.



ARTICLE HI
AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1. Determination of Eligibility. Pursuant to the terms of the Act and the
Indenture, the Authority has determined that the Governmental Agency's Project is a Treatment

Works 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.

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; 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 Agency's Right to Prepay 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 Toan. The Authority hereby agrees that, subject to
compliance by the Governmental Agency with the covenants and conditions set forth in Exhibit G
hereto, the 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 and all such Debt Obligations that may hereafter be issued on a parity with
the Debt Obligations identified in the Project Specifics; provided, however, the Authority shall
receive notice of any additional financings in accordance with Section 5.6 (D) hereof.
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ARTICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT;
REQUISITION FOR FUNDS

Section 4.1. Covenants of Governmental Agency and Conditions of T.oan. 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 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.

(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.
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(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.

(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.

@ 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.

Q)] 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 coniractors and Engineers. Provided, however, that in the

“event consiruction shall have been initiafed as of the date of this Assistance Agreement, this
provision may be waived.

(K) Al 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

12



agencies.

(O) 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. Govemment, respectively, 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 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 instrance (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
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 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
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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.

a i > Additional Conditi Disl Snticell Phlas i Eidar]
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)  That the Project shall be completed no later than the date set forth in the Project
Specifics.

(B)  Notwithstanding any other agreements contained herein regarding the maintenance
of books and records, that it shall maintain Project accounts in accordance with generally accepted
Governmental accounting standards, as required by Section 603(d) of the Federal Act. The
Governmental Agency 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.

(C)  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.

(D)  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.

(E)  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(B).

(F)  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.

(G)  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.

(H)  That final disbursement will not be allowed until approval by the Cabinet of a final
operations and maintenance manual.

(¢)) 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:
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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 curricula 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).

@ That it shall advise the Cabinet and the Authority in writing of the date for initiation
of operation of the Project.

8 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.

(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 construction of 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.

(O)  That it shall enact a sewer use ordinance complying with the requirements set forth
in the Federal Agreement and the Interagency Agreement.

Section 4.3. Disbursements of I.oan; 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 Project to be obligated by

contract or otherwise during the month in question, or already obligated and not included in any
previous accounting;
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(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 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 Y

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 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 Agency's Obligation to Repay Ioan. 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 Charges. 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, 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, 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
required deposits to the Maintenance and Replacement Reserve.

Section 5.4. Adequacy of Service Charges. 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 provide for the
operation of the System as required under this Assistance Agreement and to make required deposits
to the Maintenance and Replacement Reserve, subject to necessary governmental and regulatory
approvals.
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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 35.5. Covenanf to Fstablish 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 Charge Sufficient Rates; Reports; Inspection. 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 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, 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.

(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 Project, and will permit authorized agents of the
Authority to inspect all records, accounts and data of the Project 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.

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.

Section 5.8, Mandatory Sewer Connection. 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,
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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.
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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 Project. 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 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 Operate. The Governmental Agency hereby covenanis 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 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.
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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
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. Audit Requirements. 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. 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 OMB Circular A-133.

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 this Assistance
Agreement and any other Debt Obligations.

Section 6.10. System 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 confrol 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 Govemmental 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 6.12. Further Covenants under the Federal Agreement. 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 Authonty 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
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Sections 603 and 606 of 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.

(D)  The Governmental Agency shall comply with provisions contained in the following
federal regulations, orders, acts and circulars and the following statutes and regulations of the
Commonwealth.

(1)  Federal:

(@) 49 CFR, Part 24, Implementing the Uniform Relocation Assistance and
Real properties Acquisition Policies Act of 1970

(b) 40 CFR, Part 6, the National Environmental Policy Act

(c) 40 CFR, Part 15, Administration of Clean Water Act with respect to grants
and loans

(d) 40 CFR, Part 7,8, and 12, Nondiscrimination and Equal Employment
Opportunity Act

(e) 40 CFR, Part 29, Intergovernmental Review

() 40 CFR, Part 32, Debarment and Suspension

(g) 40 CFR, Part 35, Subpart K

(h)  Executive Order 11246, as amended, 11625 and 12138

() Title VI of the Civil Rights Act of 1964, as amended

), Age Discrimination Act

(k) Rehabilitation Act of 1973

@ Contract work Hours and Safety Standards Act

(m) 40 CFR, Part 25, Public Participation Requirements

(2) State:

(@) KRS 224

(®) KRS 224A.111 Federally Assisted Wastewater Revolving Fund
(© KRS Chapter 337, Labor Laws

(d) 401 KAR Chapter 5

Section 6.13. Continuing Disclosure Obligation. 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 (10%)
or more of the debt service requirements on an issue of the Authority's Bonds and that compliance
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by the Governmental Agency with the requirements of Securities and Exchange Commission Rule
15¢2-12, 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 6.13 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 System. 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 - Casualty. 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.

Section 7.6. Authority 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.
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Section 7.7. Covenant to Insure - Liability. 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 Regarding 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 Casualty 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 bé 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
Govemnmental 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 7.10, 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
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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 7.11. 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.

26



ARTICLE Vil
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 8.2. 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.
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(D)  Submit a formal referral to the appropriate federal agency, as required by the
Federal Agreement.

The sole remedies for an Event of Default under this Assistance Agreement arising by
virtue of the failure of the Governmental Agency to comply with the provisions of Section 6.13
hereof shall be those remedies specifically set forth in Section 6.13 hereof

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 Remedy 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 Authority 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 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.

Section 8.7. Agreement fo Pay Attorneys' Fees 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 Unreasonably 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. Binding 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. Severability. 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 mot™~ ~
invalidate or render unenforceable any other provision hereof.

Section 9.6. Assignability. 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 Taw. 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.

29



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

AV v Lol )

Title: o[.,/azé/z/ Title: 5 %. /D/;ébéfw

ATTEST: GOVERNMENTAL AGENCY:
MOUNTAIN WATER DISTRICT
j é’/ By;‘—\—_’/jj%\, ' Ogé’/@/
T1t1 yetary Title: Chairman
APPROVED: EXAMINED:

A // é)/ Q J@/é%/@ Aty s 12

'SECRETARY/ CE AND LEGAL COUNS /To THE
, AQM_H\HE'RATI JN CABINET OF THE KENTUCKY STRUCTURE
COMMO TH OF KENTUCKY ~ AUTHORITY '

CABINET FOR NATURAL RESOURCES
AND ENVIRONMENTAL PROTECTION OF
THE COMMONWEALTH OF KENTUCKY

ByQJJJﬁL\) ZDW

Director
Division of Water
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EXHIBIT A
MOUNTAIN WATER DISTRICT
PROJECT SPECIFICS

A03-06

GOVERNMENTAL AGENCY: ENGINEER:

Name: Mountain Water District Summit Engineering, Inc.
P.Q. Box 3157 120 Prosperous Place
Pikeville, KY 41502 Lexington, KY 40509

Contact

Person:  Will Brown, Superintendent Kevin Howard, P.E.
606-631-9162 859-264-9860

SYSTEM: \Wastewater

PROJECT: Construction of new sewer lines to provide new service to 70 currently
unsewered residences and businesses.

PROJECT COST BREAKDOWN:

% of % of

Cost Classification Total Total Construction
Administrative/Legal $11,000 1.5%
Planning 4,500 0.6%
Engineering Design & Construction 55,292 7.6% 10.15%
Engineering Inspection 35,448 4.9% 6.50%
Construction - 545,003 74.7%
Miscellaneous 50,665 7.0%
Contingencies 2,230 3.7%
Total Project Costs $729,158 100%
FUNDING SOURCES:
Total %
Fund A Loan $226,776 31.1%
LGEDF Grant 266,718 36.6%
PRIDE/Section 531 Grant 234,664 32.2%
Local Funds (Tap Fees) 1,000 0.1%
Total Funding $729,158 100.0%
LOAN AMOUNT: $226,776
LOAN RATE: 1.0%
REPAYMENT TERM: 20 years

ESTIAMTED ANNUAL
DEBT SERVICE PAYMENT: $12,993



. AMORTIZATION COMMENCEMENT DATE: June 1 and December 1

Interest payments will commence within six months from first draw of funds (estimated
6/1/04).

Full principal and interest payments will commence within one year of initiation of operation

(estimated 12/1/04).

REPLACEMENT RESERVE ACCOUNT: Based on the OM&R budget, annual
replacement cost is $5,000. This amount should be added to the replacement account
each December 1 until the balance reaches $50,000. The balance should be maintained
for the life of the system.

ADMINISTRATIVE FEE: 0.2%
DEFAULT RATE: 8.0%

DEBT OBLIGATIONS CURRENTLY OUTSTANDING:

‘ 1998 EDA Grant $ 192,516 (Mossy Bottom)
1998 ARC Grant $ 112,515 (Mossy Bottom)
1998 AML Grant $2,702,947 (Freeburn/Magestic)
1998 AML Grant $ 11,500 (Feds Creek/Mouthcard)

1998 DOT Reimb $ 349,014 (Utility Relocation)

1998 COE Grant $ 97,170 (McCarr Sewer)

1999 AML Grant $ 156,489 (Freeburm/Majectic Water)

1999 AML Grant $ 59,326 (Feds Creek/Mouthcard)

1999 DOT Reimb $ 83,179 (Special Projects)

1999 RD Loan $ 800,000 (Feds Creek/Mouthcard)

1999 RD Grant $ 400,000 (Feds Creek/Mouthcard)
$

2000 ARC Grant 1,022,120 (Feds Creek/Mouthcard)
LIABILITY INSURANCE COVERAGE:
Death or Personal Injury (per person) b 3 o,

Death or Personal Injury (per occurrence) *’5?,, C‘O/C’rf i
Property Damage on System SEEMTACHED




Kentucky Association of Counties
All Lines Fund

380 King's Daughters Drive
Frankfort, Kentucky 40601

Declarations Page

Policy Number: KALF 0179 Policy Period: 7/1/2003 to 7/1/2004

Insured Name and Address:

Mountain Water Disfrict

P. 0. Box 3157
Pikeville, KY 41502

For customer service please call
(800) 264-5253

Issued: 6/4/2003

Business Description: Water District

In return for the payment of the premium, and subject to all the terms of the policy, we agree to provide the insurance stated

Representative:

7—%’;:74 iy @—a,ng_______ Date: 6/4/2003

in thfs binder.
Coverage Deductible
General Liability (Per OCC/AGG) 3,000,000 5,000,000 1,000
Law Enforcemnent (Per OCC/AGG) NCD NCD NCD
Errors / Omissions (Per OCC/AGG) 3,000,000 3,000,000 1,000
Employment Practices (Per claim/AGG) 3,000,000 3,000,000 1,000
Auto Liability (CSL) 1,000,000 0
Auto Comprehensive ACV 1,000
Auto Collision ACV 1,000
P.I.P. (No Fault) 10,000 0
Under Insured / Un-Insured 60,000 0
Non Owned Auto Coverage Primary O FExcess Only
Property - Buildings______ ___|As Per Statement on File 1,000
Personal Property As Per Statement on File 1,000
Boiler & Machinery 15,000,000 1,000
Infand Marine & EDP As Per Statement on File 1,000
Business Income 500,000 500,000 0
Flood 1,000,000 1,000,000 0
Earthquake N/A N/A N/A
Crime (Other than Employee Dishonesty) 150,000 0
Employee Dishonesty (Policy #3-764-754-7) 150,000 250
Legal Defense Coverage 100,000 0
Policy
Exceptions:
Authorized




EXHIBIT B

REQUEST FOR PAYMENT WITH RESPECT TO
ASSISTANCE AGREEMENT DATED NOVEMBER 1, 2003

Request No. ___ Dated

Original sent to: Kentucky Infrastructure Authority
375 Versailles Road
Frankfort, Kentucky 40601-3646

Copy sent to: Mr. William Gatewood
Facilities Construction Branch
Division of Water
Natural Resources and
Environmental Protection Cabinet
14 Reilly Road
Frankfort, Kentucky 40601

FROM: Mountain Water District (the "Governmental 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 "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 i$ in the amount so denotéd in this request totaling $

Documentation supporting the expenses incurred and identified per this request are

attached.

ELIGIBLE PROJECT EXPENSES INCURRED

Expenses this Expenses to
Contractor Request Date
Total



ALLOCATION OF FUNDING FOR EXPENSES

Portion of Portion of Expenses
Funding Source Expenses this Request [otal 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:

Amount of Payment Date of Payment
P Requisit; Requisiti
Respectfully submitted,
MOUNTAIN WATER DISTRICT
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



APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO 2002-00467 DATED gJanuary 13, 2003.

The following rates and charges are prescribed for the customers in the area
served by Mountain Water District. All other rates and charges not specifically
mentioned herein shall remain the same as those in effect under authority of the

Commission prior to the effective date of this Order.

Monthly Rates

5/8"x3/4" Meter:

First 2,000 gallons $18.06 Minimum Bill
Next 8,000 gallons 6.03 per 1,000 galions
Over 10.000 gallons 5.24 per 1,000 gallons
1" Meter:

First 5,000 gallons $36.15 Minimum Bill
Next 5,000 gallons 6.03 per 1,000 gallons
Over 10,000 galions 5.24 per 1,000 gallons
2" Meter:

First 20,000 gallons $118.70 Minimum Bill
Over 20,000 gallons 5.24 per 1,000 galions
3" Meter:

First 30,000 gallons $171.10 Minimum Bill
Over 30,000 gallons 5.24 per 1,000 gallons
4" Meter:

First 50,000 gallons $275.90 Minimum Bill
Over 50,000 gallons 5.24 per 1,000 galions
68" Meter:

First 100,000 galions $537.90 Minimum Bill
Over 100,000 gallons 5.24 per 1,000 gallons

Line Leak Adjustment Rate 3.37 per 1,000 gallons



Form for filing Rate Schedules For: _Entire Service Area
Community, Town or City

PG, IKY RO, ]

Sixth Revised Sheet No. 2

Mountain Water District | Cancelling P.S.C. KY No. 1
Name of Issuing Corporation

First Revised Sheet No. 2

CLASSIFICATION OF SERVICE

Sewer Rales

Monthly Rates
First 2,000 Gallons $12.00 Minimum Bill
Over 2,000 Gallons 6.00 Per 1,000 Gallons

Connection Fee

5/8 x 3/4 Inch $700.00 - 5
PUBLIC SERVICE COMMISS!CA,

All additional size connections - Actual Cost O[;gFEE%T#%Y

MAR 71 1997
PURSUANT TO 807 KAR 5011,
SECTION 9 {1)
BY:_ (e C. 7l

FOR THZ PUBLIC SERYVICE COMMISSIOMN

DATE OF ISSUE;__ March 11, 1997 DANE BEFFECTIVE:  Mareh 11, 1887

ISSUED BY: Will Brown THLE: Manager
Name of Officer '

.\\//". Issued by authority of an Order of the Public Service Commission of Kentucky in Case
No. 97-112 dated March 11, 1997. '

ks,



EXHIBIT D
RESOLUTION

A RESOLUTION APPROVING AND AUTHORIZING AN ASSISTANCE
AGREEMENT BETWEEN THE MOUNTAIN WATER DISTRICT AND THE
ENTUCKY INFRASTRUCTURE AUTHORITY TO PROVIDE UP TO $226,776
LOAN FUNDS FOR WASTEWATER SYSTEM IMPROVEMENTS.

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
Wastewater 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, IT IS RESOLVED by 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 dated as of November 1, 2003
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 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.

ADUPTED oy , 2003.

Chairman

Aftest:

Secretary
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CHIRTTEICATRER

L, 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 Board of Commissioners of said Agency at a meeting duly held on ; O,
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 TESTIMONY WHEREOF, witness my signature this __ dayof________ 2003.

Secretary
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EXHIBIT E
OPINION OF COUNSEL

[Letterhead of Counsel to Governmental Agency]

[Date]

Kentucky Infrastructure Authority
375 Versailles Road
Frankfort, Kentucky

RE:  Assistance Agreement by and between Kentucky Infrastructure Authority and
Mountain Water District, dated as of November 1, 2003

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 (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
wastewater treatment works 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, execiited and delivered. " el ey T o= o

I have reviewed the form of Assistance Agreement by and between the Authority and the
Governmental Agency, the 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 by bankruptcy, reorganization, moratorium, insolvency or
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similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors'
rights or remedies generally.

o 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 govemmental 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 matérial adverse impact om the
ability of the Governmental Agency to perform its obligations under the Assistance Agreement.

7) Norne 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 acquisition and 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 61.850 of the
Kentucky Revised Statutes.

Very truly yours,

E=2



EXHIBIT F

TO ASSISTANCE AGREEMENT BETWEEN
THE 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 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 WHEREQF, 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

By:

Title:

ATTEST:

Title:
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EXHIBIT G
ADDITIONAL COVENANTS AND AGREEMENTS
The Governmental Agency covenants and agrees must agree to adopt and use, on or before June 30,
2005, the Kentucky Uniform System of Accounting, or an alternative process (to be approved by
the Kentucky Infrastructure Authority) which includes an annual budget, a chart of accounts, and

monthly operating/management reporting. Sewer rates and charges must be based upon the cost of
providing such service.

26570.1
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RESOLUTION

A RESOLUTION APPROVING AND AUTHORIZING AN ASSISTANCE
AGREEMENT BETWEEN THE MOUNTAIN WATER DISTRICT AND THE
ENTUCKY INFRASTRUCTURE AUTHORITY TO PROVIDE UP TO $226,776
LOAN FUNDS FOR WASTEWATER SYSTEM IMPROVEMENTS.

WHEREAS, the Board of commissioners ("Governing Authority") of the Mountain Water
District ("Govermmental Agency'") has previously determined that it is in the public interest to
acquire and construct certain facilities and improvements to the Govemmental Agency's
Wastewater 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, IT IS RESOLVED by 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 dated as of November 1, 2003
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 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 N;m. 18, 2003.

e (2
S—F gnv (e

Chairman

Attest:

G

/ y Secretary



CERTFICATE

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 Board of Commissioners of said District at a meeting duly held on [\ ; v 02&/ , 2003, 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.

7
IN TESTIMONY WHEREOF, witness my signature this;_)é day of {\(Q vembp-ec2003.

Z—: fy/

Secretary
W L_/
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KENTUCKY INFRASTRUCTURE AUTHORITY
Minutes of the Full Board

Meeting Date/Location: 1:30 p.m. on September 4, 2003
Kentucky Infrastructure Authority
375 Versailles Road, Frankfort

Members present:

Chair, Secretary Hank List, Natural Resources and Environmental Protection Cabinet
Vice Chair Mayor Shirlee Yassney, representing the Kentucky League of Cities
Mr. Smith Mitchell, permanent alternate, Economic Development Cabinet
Mr. George Burgess, Executive Director, Office of Financial Management,
proxy for Secretary Gordon C. Duke, Finance and Administration Cabinet
Mr. Lawrence Wetherby, proxy for Commissioner Jody Lassiter,
Department for Local Government
Mr. Bob Amato, proxy for Mr. Tom Dorman, Executive Director,
Public Service Commission
Mr. Gregory Heitzman, representing the American Water Works Association
Mr. Roy Mundy, representing for-profit private water companies

Members absent:

Mr. Damon Talley, representing the Kentucky Rural Water Association
Mr. Hugh McCormick, representing the Kentucky Association of Counties

Guests:

Ms. Terri Fugate, Office of Financial Management

Ms. Kelli Rice, DOW, NREPC

Ms. Karen Crabtree and Ms. Nancy Osborne, LRC

Ms. Holly Nicholas, Tetra Tech, Inc.

Mr. Len Hale, Hopkinsville Water Environment Authority
Mr. David Spenard, Office of the Attorney General

Mr. Tony Harover, Strand/PEH

Mr. Larry Herald, Paintsville Utilities

Mr. Mike Davis, Strand/PEH

Mr. Mark Wade, University of Louisville, Infrastructure Research
Ms. Peggy Rasnick-Justice, Summitt Engineering

Mr. Mike Bethurem, Kentucky League of Cities

Ms. Jane Brown, HMB Engineers
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Kentucky Infrastructure Authority
Minutes of the Full Board — September 4, 2003

PROCEEDINGS

Vice Chair Shirlee Yassney called a meeting of the Kentucky Infrastructure Authority
(KIA) Board to order. Vice Chair Shirlee Yassney noted a quorum was present and that
the press had been notified regarding the mesting.

L BUSINESS

A,

MINUTES

APPROVAL OF MINUTES OF THE KIA FULL BOARD MEETING OF AUGUST 7,
2003

Vice Chair Shirlee Yassney called for a motion to approve the minutes of the
August 7, 2003, Full Board meeting. Mr. Greg Heitzman moved to approve the
minutes; Mr. Smith Mitchell seconded and the motion carried.

At this time, Chair Hank List joined the meeting in progress.

MEW PROJECTS

{1

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS
FUND ALOANM

For: MOUNTAIN WATER DISTRICT

Amount: $226,778

Mr. Bill Gatewood, DOW, and Ms. Sandy Williams, KIA, presented the resolution.

for the Mountain Water District (MWD), which is seeking a loan from Fund A for
Phase | of a three-phase project. The proposed Phase | project includes
construction of new sewer lines to provide service to seventy (70) currently
unsewered residences and businesses. The project will eliminate failing septic
systems, straight pipes into stream courses and overloaded septic systems that
are discharging into Turkey Creek and its tributaries.

The total cost of the project is $729,158, of which $226,776 is requested from the
Fund A program. The interest rate is 1.0% with an estimated annual debt service
payment of $12,993 for a term of twenty (20) years.

This project is consistent with regional planning recommendations. There is
sufficient cashflow to repay the debt. Both DOW and Authority staff recommend
approval of the project with the following condition:

The Mountain Water District must agree to adopt and use, on or before
June 30, 2005, the Kentucky Uniform System of Accounting, or an alternative
process (to be approved by the Kentucky Infrastructure Authority) which
includes an annual budget, a chart of accounts, and monthly
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Kentucky Infrastructure Authority
Minutes of the Full Board — September 4, 2003

operating/management reporting. Sewer rates and charges must be based
upon the cost of providing such service.

Vice Chair Shirlee Yassney called for a motion to approve the resolution.
Chair Hank List moved to approve the resolution. Mr. Greg Heitzman
seconded and the motion carried.

2. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS
FUND A1 LOAN
For: CITY OF JUNCTION CITY
Amount: $143,500

Mr. Bill Gatewood, DOW, and Ms. Sandy Williams, KIA, presented the resolution
for the City of Junction City, which is seeking a loan from Fund A1 for planning
and design of wastewater system improvements. The proposed project is in
Boyle and Lincoln Counties and will serve approximately one hundred and sixty-
six (1668) homes in an area that has documented health hazards relating to
current public gravity system. The proposed project also includes an 18 to 24-
inch gravity interceptor sewer. The large capacity line will allow the Toombs
Curve PS to be removed from service and will provide gravity flow from Junction
City to the City of Danville. Completion of the project will alleviate the customer
tap-on ban currently being enforced by the Kentucky Division of Water against
Junction City.

The total cost of the project is $213,500 of which $143,500 is requested from the
Authority's Fund A1 program. The interest rate is 3.0% with an estimated annual
debt service payment of $46,728 for a term of five (5) years. If Junction City also
secures a Fund A construction loan through the Authority, the plannmg and
design loan will be rolled into the total amount of that loan.

The City's facility plan was approved in July 2003 and the anticipated date for
submitting plans and specifications is October 2003.

Both DOW and Authority staff recommend approval of the project with the
following conditions:

a. The City must have bids in hand and a construction contract legally
executed no later than September 30, 2004, for the project that the
$143,500 KIA loan funds were expended to design. Should the City not
have bids in hand and a construction contract legally executed by this
time, the City must begin repayment of this loan. The repayment term
will be for a term of 5 years at an interest rate of 3.0%.

b. Should this project not proceed, the City must enact adequate rates to
cover operating costs, existing debt and the new KIA loan.

c. The City must agree to adopt and use, on or before June 30, 2005, the
Kentucky Uniform System of Accounting, or an alternative process (to be
approved by the Kentucky Infrastructure Authority) which includes an
annual budget, a chart of accounts, and monthly operating/management



Kentucky Infrastructure Authority
Minutes of the Full Board — September 4, 2003

reporting. Sewer rates and charges must be based upon the cost of
providing such service.

It was noted that monitoring of the project would be a joint effort between the
DOW and the Authority staff.

Chair Hank List called for a motion t{o approve the resolution. Vice Chair
Shirlee Yassney moved to approve the resolution. Mr. Roy Mundy
seconded and the motion carried.

3. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS
FUND F LOAN
For: CARROLL COUNTY WATER DISTRICT
Amount: $1,952,656

Mr. Kent Anness, KIA, illustrated the location of the project via the WRIS.
Ms. Donna Marlin, DOW, and Ms. Sandy Williams, KIA, presented the resolution
for the Carroll County Water District (the District), which is seeking a loan from
Fund F to construct water lines to two (2) areas of Carroll County. A line will be
installed in the Bucks Run / Bethel Church area connecting to the Tri Village
Water District. Another line will be extended from the existing line along
Route 42 to pick up a trailer park located along Route 42 and the Ohio River.
The trailer park’s water system will be taken off line.

The total cost of the project is $1,956,156 of which $1,952,656 is requested from
the Authority’s Fund F program. The interest rate is 3.0% with an estimated
annual debt service payment of $135,425 for a term of twenty (20) years.

This project is consistent with regional planning recommendations. Debt
coverage over the past four (4) years has been more than adequate ranging from
1.86 in 1998 to 1.95 in 2001. Both DOW and Authority staff recommend
approval of the project with the following condition:

The Carroll County Water District must agree to adopt and use, on or before
June 30, 2005, the Kentucky Uniform System of Accounting, or an alternative
process (to be approved by the Kentucky Infrastructure Authority) which
includes an annual budget, a chart of accounts, and monthly
operating/management reporting. Sewer rates and charges must be based
upon the cost of providing such service.

Chair Hank List called for a motion to approve the resolution. Mr. Smith
Mitchell moved to approve the resolution. Mr. George Burgess seconded
and the motion carried.

4. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS
FUND F1 LOAN
For: CITY OF PAINTSVILLE
Amount: $500,000

Ms. Donna Marlin, DOW, and Ms. Sandy Williams, KIA, presented the resolution
for the City of Paintsville, which is seeking a loan from Fund F loan for planning



Kentucky Infrastructure Authority
Minutes of the Full Board — September 4, 2003

and design of a new water treatment process and plant to serve as a regional
supplier of water in Johnson, Floyd, Lawrence, Magoffin and Morgan Counties.
The current water treatment facility serves 20,000 people.

Mr. Larry Herald stated that there was no means of expanding the existing water
treatment plant to meet increasing federal regulatory requirements. There have
also been recent contaminations of the Big Sandy River, and the site for the new
plant at the Paintsville Lake Reservoir would greatly relieve this situation. The
new plant would be the new source of water to the City of Painisvile. A
feasibility study was made in regard to building a water plant on the Big Sandy
River and it was determined that the cost would be considerably more than
building on the Paintsville Lake Reservoir.

The total cost of the project is $1,056,500, of which $500,000 is requested from
the Authority’'s Fund F1. The interest rate is 3.0% with an estimated annual debt
service payment of $109,684 for a term of five (5) years. The City of Paintsville
is also on the priority list for a construction loan in the amount of $4 million.

This project is consistent with regional planning recommendations. Both DOW
and Authority staff recommend approval of the project with the following
conditions:

a. The City must submit the Preliminary Engineering Report for this project
to the Kentucky Division of Water within six (6) months of the date of the
binding commitment letter. ‘

b. Should the Utility Commission have inadequate revenues to cover the
required debt service on this planning and design loan, the City agrees to
raise water rates to an amount sufficient to meet debt service on ail
outstanding debt as well as the Fund F 1 loan.

c. Should this project not proceed, the City is required to enact adequate
rates to cover operating costs, existing debt and the new KIA loan.

d. The City must agree to adopt and use, on or before June 30, 2005, the
Kentucky Uniform System of Accounting, or an alternative process (to be
approved by the Kentucky Infrastructure Authority) which includes an
annual budget, a chart of accounts, and monthly operating/management
reporting. Sewer rates and charges must be based upon the cost of
providing such service.

Ms. Sandy Williams noted that, per the Division of Water's request, an
amendment would be made to condition (a) above to read as follows:

a. The City must submit the Preliminary Engineering Report for this project
to the Kentucky Division of Water by August 2004.

Mr. Larry Herald stated that the Corps of Engineers has assured him that the
property acquisition paperwork will be completed by the end of September 2003.
The environmental assessment and policies have been sent to Washington
(EPA) for final approval. Mr. Mike Davis noted the preliminary engineering
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report deals primarily with water quality, treatment process, location and the
projection demand. The report also deals with the distribution system with
opportunities to expand the distribution system.

With respect to regional opportunities, the City is not a primary supplier to any
other county but is a secondary and backup service supplier to several areas.
This project is a regional interconnect project and the Paintsville Lake Reservoir
is a pristine source of water.

Mr. Greg Heitzman suggested that in the future when an application is submitted
for the building of a water treatment facility that is 5 mgd or larger, the DOW may
want to determine what other facilities exist within a 10-20 mile radius of the
proposed facility and have those utilities integrated into the planning effort. This
may assist in the regional solution with coordinating all investments in the area.

Mr. Greg Heitzman made a motion to approve the resolution. Chair Hank
List acknowledged the motion and called for a second. WMr. Roy Mundy
seconded and the motion carried.

2. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS
FUND C LOAN - Second Supplementa! Assistance Agreement
For: JONATHAN CREEK WATER DISTRICT

Mr. John Covington, KIA, presented the resolution for a Second Supplemental
-Assistance Agreement for Jonathan Creek Water District.

On September 29, 1993, the Authority approved a Governmental Agencies
Program (Fund C) loan to the Jonathan Creek Water District (the District). The
‘District constructed a new 2.0 mgd-water treatment plant to replace an existing
450,000 mgd plant and an interconnection with North Marshall Water District. At
the time the plant was proposed, the District was under-a tap-on ban from the
DOW due to inability to meet peak time water demand. The project was funded
by $2,300,733 from Fund C, along with-a $750,000 Community Development
Block Grant.

The District has become delinquent on the Fund C loan and is currently $120,400
in arrears and has accrued $27,913 in penalties. Several factors have
contributed to this situation:

--The Public Service Commission (PSC) did not approve the rates
requested by the District due to intervention by the Kentucky Department of
Parks on behalf of Kenlake State Resort Park.

--The District's electric bill increased by a factor of four (4) in 1999 due to
a billing error by the West Kentucky Rural Electric Corporation.

--The District also incurred an unexpected capital expense of $112,123 to
repair a well and remove lead point from a water storage tank.

The combination of these factors has created a financial strain on the District,
leading to its being delinquent on the Fund C loan.
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Currently the District has 2,079 customers and a flat rate of $4.85 per 1,000
gallons and a monthly charge according to meter size. The residential meter
charge is $6.12. The residential bill for 4,000 gallons of water is $25.52.

The District, with input from the Authority, has examined different alternatives to
improve its financial situation. One option was a merger with the North Marshall
County Water District; however, after careful consideration, it was determined
that there was no significant financial gain for either system.

The District will take three (3) steps to address its financial problems:

1. The District, in an effort to cut operating expenses, will eliminate two (2)
positions. The District will coniract meter reading and line repair.

2. The District has contacted PSC to develop an adequate rate structure.
The District's engineer has prepared a cost base rate analysis and
recommended an increase in the flat rate of $1.34 that will raise the rate
from $4.75 to $6.09 per 1,000 gallons.

3. The District has requested that the Authority restructure the Fund C loan
extending the term to allow them to make level debt service payments.
Extending the loan from July 1, 20014 to July 1, 2019 at a rate of 5.0%
would reduce the annual debt service from approximately $226,000 to
$199,321 and semiannual payments to approximately $99,660. By
restructuring the loan the Authority will be collecting all the past due
interest.

With the proposed rate increase the District would generate $927,000 in
revenues and with the cost cutting measures in place operating expenses should
be $459,344. This will give the system $467,344 for annual debt service of
$282,129 and a projected debt coverage ratio of 1.66. This will allow the District
to not only cover operating expenses and debt service but to fund reserves to
maintain the system adequately.

The District has three (3) GMAC Commercial Mortgage loans outstanding at a
rate of 5.0%. The District is current on all three (3) of these loans.

Based on the information, the Authority staff recommends the restructuring of the
Jonathan Creek Water District Fund C loan with the following conditions:

a. The District implements the PSC-approved rate increase.

b. The District will make an interest payment for the July 1, 2003 billing and
will begin making payments from the revised amortization schedule on
January 1, 2004.

c. The Authority waive 50% of accrued penalties upon execution of the
Supplemental Assistance Agreement and the balance on loan maturity, or
earlier at the Authority’s discretion, provided the District has complied with
all terms and conditions of the Original and Supplemental Assistance
Agreements.
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Mr. Bob Amato suggested that condition (a) be amended to read as follows:

a. The District implements the PSC-approved rate. (eliminate the word
“increase”)

Chair Hank List called for a motion to approve the resolution with the
amended condition. Vice Chair Shirlee Yassney moved to approve the
resolution. Mr. Greg Heitzman seconded and the motion carried.

E. AUTHORIZATION FOR REIMBURSEMENT OF CAPITAL EXPENDITURES
Mr. John Covington, KIA, 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 listed below are covered under this resolution.

APPLICANT FUND AMOUNT
Mountain Water District A $ 226,776.00
City of Junction City Al $ 143,500.00
Carroll County Water District P $1,952,656.00
City of Paintsville F1 $ 500,000.00

Chair Hank List called for a motion to approve the resolution. Mr. Roy Mundy
moved ic approve the resolution. Mr. Greg Heitzman seconded and motion
carried.

F. OTHER ACTION: PROPOSED MOA BETWEEN PSC AND KA

Mr. Roger Recktenwald noted that the draft Memorandum of Agreement (MOA)
between the Public Service Commission (PSC) and KIA was presented to the Board
at the August 7" meeting. The MOA provides funding to PSC-to provide cost of
service analyses for municipal systems across the Commonwealth. The Authority
will pay for the cost of performance for the service (including travel and other related
expenses) not to exceed $8,500 per service contract with each system. If the PSC
prepares the system’s customer usage data, the not-to-exceed amount of the
contract will increase to $11,000.

Municipal systems may voluntarily participate in this initiative. The system would
enter into a three-party agreement with the Authority and PSC for a cost-of-service
assessment to be done. The system would agree to provide PSC access to staff,
documents and records needed by PSC. The only cost to the system would be a
minimum of two (2) hours of consultation time with the Certified Public Accountant
(CPA) performing the annual audit for the system and providing PSC staff access to
the related work papers of the CPA.

Mr. Recktenwald explained that the Authority is committed to the legislatively-
mandated goal of establishing cost-based rates for municipal systems funded by the
Authority, and will work in partnership with the PSC and other public and private
agencies toward that goal.
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Chair Hank List calied for a motion to approve the authorization of the
Memorandum of Agreement. Mr. Roy Mundy moved to approve the
Memorandum of Agreement. Mr. George Burgess seconded and motion
carried.

Mr. Bob Amato abstained from voting in regard to the Memorandum of
Agreement between the Public Service Commission and the Kentucky
Infrastructure Authority.

il. PROGRAM INFORMATION

A.

UPDATE ON DELINQUENT 2020 PROJECTS

Ms. Vicki Pettus, KIA, gave a brief update on the delinquent 2020 projects.
Correspondence had been mailed to all forty-one (41) grantees that were delinquent
in sending in paperwork for their grants. All forty-one (41) grantees have responded
and the Authority has received confirmation that three (3) projects from the 2020
fund, one (1) project from Fund B, and two (2) projects from the special conditions
will not be pursuing funding. These projects total $2.8 million in grant dollars. The
recaptured grant funds will be reallocated to the 2020 program.

A final report, with recommendations from KIA staff for formal withdrawal of funds
from specific projects, will be presented to the Board members at the October 2003
meeting.

eCLEARINGHOUSE UPDATE

Ms. Vicki Pettus, KIA, demonstrated the eClearinghouse process via the web. The
eClearinghouse program is ready to be utilized by water and wastewater applicants.
When an applicant completes an application via the eClearinghouse process it will
go to the Clearinghouse, then to the review agencies, back to the Clearinghouse and
a clearance letter will then be sent to the applicant. The eClearinghouse web site is:
hitps://eclearinghouse.ky.gov.

The following state agencies provided financial and staff support for development of
the eClearinghouse and eApplication: the Depariment for Local Government, the
Natural Resources and Environmental Protection Cabinet, the Public Service
Commission and the Kentucky Infrastructure Authority. The Governor's Office of
Technology created the software for the eClearinghouse.

AREA WATER MANAGEMENT PLAN - CHAPTERS 18-26 - WASTEWATER

Mr. Kent Anness, KIA, demonstrated the wastewater component of the Area Water
Management Plan, which is contained in Chapters 18 — 26. The goal is to plan for
the entire region — providing seamless coverage with sewer lines and other
alternative measures (such as septic tanks, package plants, etc.). The plan will
delineate the most appropriate wastewater system, and identify the best provider for
each system. This information will be mapped via GIS.

Mr. Anness noted that the plan is not a binding commitment but, rather, an exercise
that focuses on the management of wastewater services in a truly regional manner.

BDAama A =L 4N
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As with the other chapters of the Area Water Management Plan, the Water Service
Coordinators housed at each of the ADDs will be working with KIA staff on the
wastewater component.

Mr. Kent Anness also noted that the Authority’'s web site name is changing to
http://wris.ky.gov.

SUBLEASE BETWEEN THE FINANCE AND ADMINISTRATION CABINET
AND THE KENTUCKY INFRASTRUCTURE AUTHORITY

Mr. Roger Recktenwald, KIA, noted that there is a subleasing arrangement between
the Authority and the Finance and Administration Cabinet as it relates to the State
Property and Building Commission. State Property and Building Commission bonds
will be sold September 24" and funds will be available October 9",

The Authority staff will review the Sublease Agreement (the Agreement) and if
execution is required before the next board meeting, the Executive Committee may
be asked to convene to take action. The agreement would then be presented to the
October board meeting for review.

ISSUES AND STATUS REPORTS

STATUS REPORTS FOR FUNDS

A.
B.
C.

2620 Account/Fund B Grants
Coal Severance Granis
Funds &, A1, B, B, C, E,F, Fi

Chair Hank List noted that a copy of the above mentioned status repons were
included in the board book for information purposes.

AMNOUNCEMENTS/NOTIFICATIONS

A.

RECOGNITION OF ANTIQUITY/QUALITY SERVICE

Mr. Roger Recktenwald, KIA, recognized Ms. Denise Pitts, KIA, for her sixteen (16)
years of dedicated state government service. Ms. Denise Pitts began working with
state government at the Auditor of Public Accounts office and has been with the
Authority office for four and one half (4 12) years.

Next Scheduled Kentucky Infrastructure Authoerily Board Meeting
Thursday, October 2, 2003, 1:30 p.m.
KIA Office, 375 Versailles Road, Frankfort

There being no further business the meeting was adjourned at 3:30 p.m.

/%/V@ 73202

Wieki M. Pettus, Secretary Date
Kentucky Infrastructure Authority
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Kentucky Infrastructure Authority
375 Versailles Road
Frankfort, Kentucky 40601-3646
502-573-0260 » 502-573-0157 fax
hetp://wris.state.ky.us/kia/

November 7, 2003

Mr. Will Brown, Superintendent
Mountain Water District

P, Box 3187

Pikeville, Kentucky 41502

RE: Correction to Conditional Commitment Letter
A03-06

Dear Mr. Brown:

The Fund A project for the Mountain Water District was inadvertently assigned the incorrect
project number. Please note that future correspondence will reference project number

A03-06 not A04-01.

| apologize for any inconvenience this may have caused.

Sincerely, . -
Sandy Willidms, Financial Analyst
Kentucky Infrastructure Authority

g Mr. Bill Gatewood, Division of Water
Ms. Kelli Rice, Division of Water
Mr. Kevin Howard, P.E., Summit Engineering, Inc.
Mr. Dirk Bedarff, Peck, Shaffer & Williams LLP
State Local Debt Office, DLG

An Equal Opportunity Employer M/F/D
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Kentucky Infrastructure Authority
375 Versailles Road
Frankforr, Kentucky 40601-3646
502-573-0260 = 502-573-0157 fax
heep:/fwris.state.ky.us/kia/

September 5, 2003

Will Brown, Superintendent
Mountain Water District
.0, 'Box 2157

Pikeville, KY 41502

KENTUCKY INFRASTRUCTURE AUTHORITY
FEDERALLY ASSISTED WASTEWATER REVOLVING LOAN FUND
CONDITIONAL COMMITMENT LETTER AQ4CT ADZ -0

Dear Mr. Brown :

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 new
sewer lines was approved by KIA on September 4, 2003. The total cost of the project shall
not exceed $729,158 of which the KIA loan shall provide up to $226,776. 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 (March 5, 2004) 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:

N The KIA project loan shall not exceed $226,776.

2. The loan shall bear interest at the rate of 1.0% per annum commencing with
the first draw of funds.

3. The loan shall be repaid over a period not to exceed 20 years from the date
the loan is closed.

An Equal Opportunity Employer M/F/D
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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. 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 two-tenths of one percent 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 “A” loan funds are considered federal funds. OMB Circular A-133,
“Audits of States, Local Governments and Non-Profit Organizations, requires
that all recipients and subrecipients expending $200,000 or more in a year
in federai awards must have a singie 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).

T

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.



Mr. Brown

September 5, 2003
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3.

4.

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 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)

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 comimunity and the
Commonwealth as a whole.

Sincerely,

Sandy Wl%ams

Kentucky Infrastructure Authority

Attachments

c:

Bill Gatewood, Division of Water

Kelli Rice, Divislon of Water

Kevin Howard, P.E., Summit Engineering, Inc.
Dirk Bedarff, Peck, Shaffer & Williams, L.L.P.
State Local Debt Office, DLG



Mr. Brown
September 5, 2003
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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.

MWM 7 08/0 >

%Ccepted Date
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LAW OFFICES OF

STRATTON, HOGG & MADDOX, P.S.C.
P.0. BOX 1530
PIKEVILLE, KY 41502
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DAVID C. STRATTON HENRY D. STRATTON (1925-1989)
STEPHEN L. HOGG F. BYRD HOGG (1922-1999)
DANIEL P. STRATTON H. EDWARD MADDOX(1946-2003)

February 5, 2010

Kentucky Infrastructure Authority
1024 Capital Center Drive, Suite 340
Frankfort, Kentucky 40601

RE: Assistance Agreement by and between Kentucky Infrastructure
Authority and Mountain Water District, dated as of January 1, 2010

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 Mountain Water District
(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 treatment works 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 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
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 (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.

(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 acquisition and 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 61.850 of the Kentucky Revised

Statutes.

Very truly yours,
Stratton, Hogg & Maddox, PSC

Mo/ Mot

Daniel P. Stratton
email: dpstratton@setel.com

DPS/dsm



Re:  Assistance Agreement between the Kentucky Infrastructure Authority (“KIA”)
and Mountain Water District (the “Governmental Agency”), dated as of January
1, 2010

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 A gency 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 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 actiorrof the goveining body of
the Governmental Agency.

3. 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’

rights 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

N



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.

WITNESS our signatures, this / /VM‘ day of_g Mu,a\, , 2010.

GOVERNMENTAL AGENCY:
MOUNTAIN WATER DISTRICT

By: %7/: QW

Name: Rhonda Jame§
Title: Chairman

ATTEST:

By: __Lester “Doh” Collins

Namfe, At ’Qé/a/f A//
Title: Semetéuy

46653\1.DOC
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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"):

WITHWESSETH

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 February 1, 1990, as amended, supplemented or restated from time to time (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 September 1, 1989 (the "Indenture") between
the Authority and U.S. Bank, National Association, as lawful successor in interest to National
City Bank (F/K/A First Kentucky Trust Company) (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 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 trom 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, 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:
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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.

"ARRA" shall mean the American Recovery and Reinvestment Act of 2009.

"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 "Revenune 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 Energy and Environment 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 Govermnmental
Agency identified in the Project Specifics outstanding as of the date of this Assistance

(W8]



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.

"Federal Act" shall mean the Water Quality Act of 1987, 33 U.S.C. § 1251 et. seq.

"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 February 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.

"Memorandum of Agreement" means the Memorandum of Agreement dated as of
February 1, 1990, as amended, supplemented or restated fromi tiffié to fime, between the
Authority and the Cabinet.

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

"Program" shall mean the program authorized by KRS 224A.111 and the Indenture as the
"federally assisted wastewater 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, a Treatment Works project, and when used in
specific reference to the Governmental Agency, the Project described in the Project Specifics.

"Project Commencement Date" means the date construction ot the Project commences, or
the date contracts have been executed for construction of the Project.

"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.

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

"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 System 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 Treatment Works 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.

"Treatment Works" shall mean Treatment works as défined in the Act.



ARTICLE II
REPRESENTATIONS AND WARRANTIES

Section 2.1. Representations and Warranties of Authority. 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, the Federal Act,
ARRA and any regulations issued thereunder.

Section 2.2. Representations and Warranties of the Governmental Agency. 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'

rights 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 Govemmental 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 Govemmental Acrency in connectlon 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.

(D 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.

) 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.



ARTICLE 111
AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1. Determination of Eligibility. Pursuant to the terms of the Act and the
Indenture, the Authority has determined that the Governmental Agency's Project is a Treatment
Works Project or other Infrastructure Project permitted 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 Payments: Dishursement of
Funds. The principal amount of the Loan shall be the Loan Amount as identified in the Project
Specifics, subject to such adjustments, including principal foregiveness, 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 such Requisition of Funds shall be
accompanied by a Buy-American Certification in substantially the same form as Exhibit B-1
attached 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 I'V 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 Agency's Right to Prepay 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, subject to
compliance by the Governmental Agency with any covenants and conditions set forth in Exhibit
G hereto, the 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 and all such Debt Obligations that may hereafter be issued
on a parity with the Debt Obligations identified in the Project Specifics; provided, however, the
Authority shall receive notice of any additional financings in accordance with Section 5.6 (D)

hereof.




ARTICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT;
REQUISITION FOR FUNDS

Section 4.1. Covenants of Governmental Agency 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 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 Govemmental 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
the lump-sum (fixed price) 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.

3] 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 and the United States Government as may be charged with responsibility will
have reasonable access to the construction work whenever it is in preparation or progress, and
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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.

(D 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.

@) 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 participatidgﬁébs-t_s; it
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.
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(O)  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
American Recovery and Reinvestment Act 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 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 Govemmental 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 Govemmental 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 Cabinet, any involved state or federal agencies, and the
Govermnmental 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 as of the submission of the initial Requisition for Funds.

(V)  The Project Commencement Date shall be no later than February 16, 2010.



Section 4.2. -Additional Conditions to Disbursement Required Under the Federal
Agreement and ARRA. 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
generally accepted governmental accounting standards, as required by the Federal Agreement.
The Governmental Agency 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, as required by 40 CFR 352218, 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; and

2] The training of operating personnel, including preparation of curricula and
training material for operating personnel.

{Fi That it shall advise the Cabinet and the Authority in writing of the date for
initiation of operation of the Project.

(G)  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.

(H)  That it shall notify the Authonty and the Cabinet of the completion date of the
Project.



(0 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.

J) That all measures required to minimize water pollution to affected waters shall be
employed in the construction of 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
mmplementation dates, or dates established by enforcement proceedings.

(K)  That no portion of the proceeds of the Loan shall be disbursed unless the Project
Commencement Date is on or prior to February 16, 2010.

(L) That the Project is comprised of improvements constituting green infrastructure,
water or energy efficiency improvements or other environmentally innovative activities.

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 Exhibit B-1 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 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 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 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 Agency's Obligation to Repay 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 Charges. 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, 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, 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 required deposits to the Maintenance and Replacement

Reserve.

Section 5.4. Adequacy of Service Charges. 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 provide
for the operation of the System as required under this Assistance Agreement and to make
required deposits to the Maintenance and Replacement Reserve, subject to necessary

governmental and regulatory approvals.
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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.

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 Charge Sufficient Rates: Reports: Inspection. 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 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, 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.

(B) That it will furnish to the Authonty and the Cabinet 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.

(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. 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.

Section 5.8. Mandatory Sewer Connection. 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
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premises where the bill for sewer services is delinquent and foreclosure and decretal sale in
respect of improvement benefit assessments which are delinquent.
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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 Project. 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 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 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 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 (1v)
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.
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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
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. Audit Requirements. Within one hundred eighty (180) 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. All recipients and
subrecipients expending $500,000 or more in a year in Federal awards must have a single or
program-specific audit conducted for that year in accordance with OMB Circular A-133.

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 this Assistance
Agreement and any other Debt Obligations.

Section 6.10. System 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 Governmental Agency may retire
obsolete and wom 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, 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 6.12. Further Covenants under the Federal Agreement. 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
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Sections 603 and 606 of the Federal Act can be maintained and (iii) the Authority can fumish 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.

(D) The Governmental Agency shall comply with provisions contained in the
following federal regulations, orders, acts and circulars and the following statutes and regulations

of the Commonwealth.
(1d Federal:

(a) 49 CFR, Part 24, Implementing the Uniform Relocation
Assistance and Real Properties Acquisition Policies Act of
1970

(b) 40 CFR, Part 6, the National Environmental Policy Act

(c) 40 CFR, Part 15, Administration of Clean Water Act with
respect to grants and loans

(d) 40 CFR, Part 7,8, and 12, Nondiscnmination and Equal
Employment Opportunity Act

(e) 40 CFR, Part 29, Intergovermmental Review

(H 40 CFR, Part 32, Debarment and Suspension

(g) 40 CFR, Part 35, Subpart K

(h)  Executive Order 11246, as amended, 11625 and 12138

(i) Title VI of the Civil Rights Act of 1964, as amended

6); Age Discrimination Act

(k) Rehabilitation Act of 1973

(D Contract Work Hours and Safety Standards Act

(m) 40 CFR, Part 25, Public Participation Requirements

(2) State:
(a) KRS 224
(b) KRS 224A.111 Federally Assisted Wastewater Revolving
Fund

(c) KRS Chapter 337, Labor Laws
(d) 401 KAR Chapter 5

Section 6.13. Covenants Under ARRA. The Governmental Agency covenants and
agrees that it shall comply with all further requirements or conditions which may arise from time
to time in order to insure compliance with ARRA, including but not limited to the following:




(A)  The Governmental Agency shall require all laborers and mechanics employed by
contractors and subcontractors on the Project shall be paid wages at rates not less
than prevailing on projects of a character similar in the locality as determined by
the Secretary of Labor in accordance with subchapter IV of Chapter 31 of title 40,

United States Code.

(B)  No portion of the Loan shall be used by the Governmental Agency for the
construction, alteration, maintenance or repair of a public building or public work
unless all of the iron, steel and manufactured goods used in the Project is
produced in the United States unless (1) a waiver is provided to the Governmental
Agency by the United States Environmental Protection Agency or (ii) compliance
would be inconsistent with the United States’ obligations under international

agreements.

(C) Not later than the 10th calendar day after the end of each calendar quarter, the
Governmental Agency shall submit reports to the Authority complying with the
requirements of Section 1512(c) and Title VII of ARRA.

(D)  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 ARRA.

(E) If the Project, or any portion thereof, has been qualified as a green infrastructure
~water or energy efficiency project, the Governmental Agency shall notify the
Authority in writing of any changes to the Project. No such changes shall be
undertaken unless the Authority shall have provided the Governmental Agency
with express written consent to such changes.

Section 6.14. Continuing Disclosure Obligation. 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 (10%) 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 15¢2-12, 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 6.13 by an action in
mandamus, for specific performance, or similar remedy to compel performance.




ARTICLE VII1
MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION

Section 7.1. Maintain System. 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 inciuded 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 - Casualty. 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.

Section 7.6. Authority 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 - Liability. 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
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(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 Regarding 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 Casualty 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

Govermnmental 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 7.10, 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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Section 7.11. 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.




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
1s 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 8.2. 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 1ts 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
virtue of the failure of the Governmental Agency to comply with the provisions of Section 6.13
hereof shall be those remedies specifically set forth in Section 6.13 hereof

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 Remedy 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 Authority 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 Govermnmental
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 aﬁy_ ag;eement ‘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 §.7. Agreement to Pay Attorneys' Fees 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.




ARTICLE IX
MISCELLANEOUS PROVISIONS

Section 9.1. Approval not to be Unreasonably 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 or Assistant Secretary of the Finance and
Administration Cabinet.

Section 9.3. Effective Date and Early Termination. 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. Notwithstanding the foregoing, in the event
the Project Commencement Date shall not have occurred on or prior to February 16, 2010, this
Assistance Agreement shall terminate on February 17, 2010.

Section 9.4. Binding 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. Severability. 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. Assignability. 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.



[N 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
AUTI—%ORI

%M(/}/Q/&Z&ﬁﬂ/\&w By: {

SEERETARY

Title: Tl EXECHTIVE DiR FSTOR

ATTEST: GOVERNMENTAL AGENCY:
MOUNTAIN WATER DISTRICT

A i T Y A By, A ol &Mf

il Sécrej, Ty Title: Chairman
APPROVED EXAMINED:

EMpo Minley fo” Lok S o () Ml 1S
SECRETARY/FINANCE ?:( LEGAL COUNSE{//TO THE
ADMINISTRATION CABINET OF THE KENTUCKY INPKASTRUCTURE
COMMONWEALTH OF KENTUCKY AUTHORITY

ENERGY AND ENVIRONMENT CABINET OF e
THE COMMONWEALTH OF KENTUCKY APPROVED ASTO

M & LEGALITY
By’vﬂ% @7(/MZ,Z’/

Director FCEEIRT,
~ Division of Water FINANCE & ADRINISTRATION CAcINET




EXHIBIT A
Mountain Water District
PROJECT SPECIFICS
A2 09-32

GOVERNMENTAL AGENCY:

Name:

Contact
Person:

SYSTEM:
PROJECT:

Mountain Water District
830 Zebulon Highway, Route 119, PO Box 3157
Pikeville, KY 41502

Rhonda James
(606) 886-8040

Wastewater

The Mountain Water District is requesting a Fund A loan in the amount of
$750,000 from the American Recovery and Reinvestment Act of 2009 for
the Shelby Sanitary Sewer Project - Phase Ill. This project includes the
installation of 2" to 6" collector sewer lines. The project will serve
approximately 50 new customers and will provide sanitary sewer service to
an area of the county with a high number of straight pipes and / or failing
septic systems.

PROJECT BUDGET:

FUNDING SOURCES:

KIA DEBT SERVICE:

Total

Administrative Expenses $ 7,500

Legal Expenses 5 6,840

Engineering Fees $ 55,910

Construction $ 550,000

Equipment 3 66,000

Contingency $ 55,000

Other $ 8,750

Total $ 750,000

Amount e

Fund A Loan $ 750,000 100%
Total $ 750,000 100%
Construction Loan $ 750,000
Less: Principal Forgiveness (0%) $ 390,750
Amortized Loan Amount $ 359,250
Interest Rate 1.00%
Loan Term (Years) 20
Estimated Annual Debt Service $ 19,863
Administrative Fee (0.20%) $ 719
Total Estimated Annual Debt Service $ 20,582



AMORTIZATION COMMENCEMENT DATE: June 1 and December 1

Interest payments will commence within six months from first draw of funds (estimated
06/01/10).

Full principal and interest payments will commence within one year of initiation of operation
(estimated 12/01/12).

REPLACEMENT RESERVE ACCOUNT: $ 1,875 ANNUAL AMOUNT
$ 18,750 TOTAL AMOUNT

The annual replacement cost is $1,875. This amount should be added to the replacement
account each December 1 until the balance reaches $18,750 and maintained for the life of

the loan.

ADMINISTRATIVE FEE: 0.20%
DEFAULT RATE: 8.00%

DEBT OBLIGATIONS CURRENTLY OUTSTANDING: (12/31/2008 balances)

Outstanding Maturity

Bonds Payable

Shelby Wastewater Project Bond 4.125% 2005 $716,000 Aug-05
USDA Rural Development 4.5% 1999 $2,248,000 Jul-05
USDA Rural Development 4.5% 1995 $1,120,000 Jul-05
USDA Rural Development 4.5% 1994 $527,000  Jul-05
USDA Rural Development 4.5% 1990 $282,000 Jul-05
USDA Rural Development 4.5% 2003 $407,000 Aug-05
USDA Rural Development 5.0% 1998 $345,000 Jul-05
USDA Rural Development 4.5% 2004 $1,398,000 Jul-05
USDA Rural Development 5.0% 1992 $1,134,000 Jul-05
USDA Rural Development 3.5% 2002 $742,000 Jul-05
USDA Rural Development 4.125% 2005 $1,615476  Jul-05
Notes Payable (capital leases in total)

KIA 3.3% 1992 $36,353  Jul-05
KIA 2.9% 1994 $3,131,708  Jul-05
KIA 3.0% 1994 $205,981  Jul-05
KIA 1.8% 2002 F01-07 $963,841  Jul-05
KIA 1.0% 2004 A03-06 $150,643  Jul-05
Various Capital Leases (22 leases) $210,293 various
Community Trust Bank Note 8.25% $376,525 Jan 2013
Community Trust Bank Note 3.25% $505,120 Dec 2010
Community Trust Bank Note 5.00% $49,212 July 2011
Community Trust Bank Line of Credit 5.25% $107,375 Jan-00

Total $16,271,527



LIABILITY INSURANCE COVERAGE:
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EBIT B

REQUEST FOR PAYMENT WITH RESPECT TO
ASSISTANCE AGREEMENT DATED JANUARY 1, 2010
LOAN NO. A2 09-32

Request No. Dated

Original sent to: Kentucky Infrastructure Authority
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