
BLACK MOUNTAIN UTILITY DISTRICT
609 FOURMILE ROAD RPPCIX /r-r^

BAXTER. KY40806
606-573-1277

606-573-1276 FAX

May 6. 2015

MAY0 6 20J5
SERVICE

COMMISSION

Mr. Jeff Derouen

Executive Director

Kentucky Public Service Commission
211 Sower Blvd.

Frankfort, KY 40601

RE: Black Mountain Utility District; Harlan Co., KY
Alternative Rate Adjustment Application
PSC Case No. 2015-0088

Dear Mr. Derouen:

This letter and attachments serve as Black Mountain Utility District's (BMUD) responses
to the deficiencies noted in the April 21, 2015 letter from Mr. Linda Faulkner regarding
our Alternative Rate Adjustment Application, PSC Case No. 2015-0088.

Section 4 (1) (b) Copy of all outstanding evidences of Indebtedness

To supplement the previously submitted information, attached to this letter are copies of
the face of each of the bonds held by USDA - Rural Development, a copy of PSC Order
in Case No. 2006-00531 approving the assumption of the Wallins Creek bond. Bond
Ordinance 001-88A City of Wallins Creek, Kentucky relative to the Wallins Creek Bond,
and the BMUB Bond Resolution authorizing BMUD Water and Sewer Revenue Bonds,
Series 1998, which is the latest bond held by USDA-Rural Development.

If this information does not adequately address this deficiency, BMUD is hereby
requesting leave to deviate from the requirements of Section 4 (1) (b) pursuant to 807
KAR 5:076 Section 17 as this is the only information reasonably available from BMUD
or USDA - Rural Development.

Section 5(4) Does notice of proposed rate adjustment meet regulatory
requirements.

Pursuant to 807 KAR 5:076 Section 17, the Black Mountain Utility District is hereby
requesting leave to deviate from the required wording in 807 KAR 5:076 Section 5

C:\Users\ssergent\AppData\Loca^Temp\[)erouen0506^5.docx



May 6, 2015

Page 2 of2

Notice (4) Notice Content (g) in its Alternative Rate Adjustment Application submitted in
PSC case no. 2015-0088. Due to a typographical error in the notice provided to the
Marian Daily Enterprise (copy attached), the post office box number for the Public
Service Commission was incorrectly listed as box 625 instead of box 615 in the
sentence informing the public where it can submit comments to the Public Service
Commission on the proposed rate adjustment. To compensate for this misinformation,
BMUD included a statement on the bills mailed to each of its customers on April 30,
2015 explaining there was a typo on the published notice and giving the correct P.O.
box number (see attached copy). A copy of the corrected notice has also been
displayed at BMUD's office in the area where customers pay their bills, sign up for
service, etc.

Publishing the notice three times in the Marian Daily Enterprise cost BMUD $2,166.75.
Running a corrected notice at this cost would not appear to bejustified.

Thank you for your consideration on these two deficiencies.

Sincerely,

Steve Sergent
Chairman

Attachments
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UNITED STATES OF AMERICA

COMMONWEALTH OF KENTUCKY

COUNTY OF HARLAN

BLACK MOUNTAIN UTILITY DISTRICT
WATER AND SEWER REVENUE BOND, SERIES 1998

INTEREST RATE: 4.50% RRINGJPAL-ATOBNto

,t)DO

KNOW ALL MEN BY THESE PRESENTS; That the Black Mountain Utility District (the "DistricT), acting by and through its Board of Commissioners (the •Commission"), a public body corporate in Harlan County. Kentucky, for value
received, hereby promises topay toUNITED STATES OF AMERICA, acting by and through the U.S. DEPARTMENT OF AGRICULTURE. 771 Corporate Drive, Suite 200, Lexington, Kentucky 40503-5477, the registered owner hereof, orto
its registered assigns, solely from the fund hereinafter identified, the sum of

FOUR HUNDRED SEVENTY-TWO THOUSAND DOLLARS ($472,000)
on the flrst day of January, in years and Histallments as follows:

Payment Due
January 1.

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

Principal
Payment

$ 5,000
5,000

5,000

6,000

6,000

6.000

6,000

7,000

7,000

7,000

8,000

8,000

8.000

and In like manner, solely from said^d, to p'^nteri
remaining unpaid, at the Interest R^^pecifi^aboi^
each year,beginning with the first January or Ju^ly after'tl . .. _
the provisions hereinafter set forth with respect to prepayment may be and become applicaWe hereto, both
principal and interestbeing payable, without deduction forexchange or collection charges. In lawful moneyof

Payment Due
January 1.

2014

2015

2016

2017

2018

2019

2020

2021

2022

23

Bcretary

Principal

Payment
$9,000

9,000

10,000
10,000

10,000
11,000
11,000

12,000

12,000

•///yA^jQOO

Payment Due
January 1.

2027

2028

2029

2030

2031

2032

2033

2034

2035

2036 .y.

cfate of this Bond, until said sum is

Principal
Payment

$15,000
16,000

17,000

17,000

19,000

19,000

20,000

21,000
22,000

except as

/J.-P ;U
i/-

the United States of America, at the address of the registered owner shown on the registration book of the
District.

This Bond is issued by the District under and in full compliance with the Constitution and Statutes of the
Commonwealth of Kentucky, including Chapters58 and 74 of the Kentucky Revised Statutes (collectively the
"Act"), and pursuant to a dulyadopted Bond Resolution of the District authorizing same (the "CuiTent Bond
Resolution"), to which Current Bond Resolution reference Is hereby made for a description of the nature and
extent of the securitythereby created, the rightsand limitations of rights of the registeredowner of this Bond,
and the rights, obligations and duties of the District, for the purpose of financing the cost (not otherwise
provided) of the construction of extensions, additions and improvements to the existingcombined and con
solidated watenworks and sewer system of the District (said existing combined and consolidated waterworks
and sewer system, together withsaid extensions, additions and improvements, being hereinafter referred to
as the "System").

ON THE REVERSE HEREOF]

loi^fe. and things required to exist, happen
:ist, have happened and have been
! face amount of this Bond, together
led by the Constitution or Statutes of

. .by its Board of Commissioners, has
caused thisBond to be executed byitsChairman, itscorporate seal to be hereuntoaffixed, and attested byits
Secretary, onlhedateof this Bond, which is November 17 > 1998

ormed

all oth

Comm

f e

rfied
ed preced

for.

igaiions o
eaith of Ke

er a nd th

BLACK MOUNTAIN UTILITY DISTRICT

Harlan County, Kentucky



REGISTERED

aSfciSiNUMBER-5

UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY

COUNTY OF HARLAN

BLACK MOUNTAIN UTILITY DISTRICT
WATER AND SEWER REVENUE BONDS, SERIES 1995A

INTEREST RATE: 4.5% ^PRINCIPAL AMOUNT:;

1225,OQQi

C'W-

i^Mnuu <111 MPW RY THFRE PRESENTS' Thai the Black Mounlain Uffity Distria (Ihe "Disthcn. acting by and through its Board ot Commissioners (the -Commission-), apublic body corporate in Hartan County, Kentucky, tor value received hereby P'p^sm
to pay to UNITED STATES OF AlvtERICA, acting by and through the U.S. DEPARTMENT OF AGRICULTURE. 771 Corporate Drive. Suite 200. Levington. Kentucky 40503-5477, the registered oirmer hereot. or to its registered assigns, solely from u
hereinafter identified, the sum o(

1 thefirst day ofJanuary, inyearsand installments as follows:
Year Princioal Year

1998 $2,000 2011

1999 2,000 2012

2000 2,500 2013

2001 2,500 2014

2002 2,500 2015

2003 2,500 2016

2004 3,000 2017

2005 3,000 2018

2006 3,000 2019

2007 3,500 2020

2008 3,500 2021

2009 3,500 2022

2010 4,000 2023

ecxetary

t^Vs

Ihe registration book of tf*District. ///' ^
This Series 1995A Bond isissued Distrirt^conjt '̂cliw^rtffi207,00Cr'W^^^ fiV^er anifSfei^^^flevenoe

Bonds Series 1995B (the 'Series 1995B Bonds*) under and in full compliance with the Constitution and Statutes of the
Commonweafth of Kentucky, Including Chapters 58 and 74 of the Kentucky Revised Statutes (colledively the 'AcT), and pur^anl
10 a duly adopted Bond Resolution of the District authorizing same (the 'Current BorxJ Resolution*), towhich Current Bond

TWO HUNDRED TWENTY-FIVE THOUSAND DOLUVRS ($225,000)
Resolution reference is hereby made for a description of thenature andextent of thesecurity thereby created, the rights and
limitatior^ of rights of the registered owner ofthis Series t995A Borxf, and therights, obligations and duties oftheOistrict. lorthe
purpose of financing thecost (not otherwise provided) of the construction ofextensions, additions and improvements to the
existing ccHtiblned and consolidated waterworks and sewer system of the District (said existing combined and consolidated
watenworks andsewer system, together with said extensions, additions andimprovements, being hereinafter referred to as the
•System*),

ThisSeries1995A Bond is issuedona parity as to security andsourceofpayment with theSeries1995B Bondsand with
certain outstanding Black Mountain Utility District Water and Sewer Revenue Bonds of 1988, dated March 25, 1993 (the •Bonds
of 1988"). authorized by a Resolution enacted by theCommission of theDistrict onJanuary 17, 1989 (the "1988 Bond Resolu
tion*); and the outstanding Black Mountain Utility District Water and Sewer Revenue Bonds, Series 1994, dated December IS.
1994'{the "Bonds of 1994*), authorized by anResolution enacted by the Commission of the Oistrict on September 13, 1994 (the
*1994 Bond Resolution*) [hereinafier the Bonds ol 1988 andthe Bonds of 1994 shaK be collectively referred to as the •Prior
Bonds*, and the 1988 Bond Resolution and the 1994 Bond Resolution shall be collectively referred to as the "Prior Bond
Resolution*]. Accordingly, this Series 1995A Bond, together wiUi the Prior Bonds, the Series 1995B Bonds and any bonds
ranking on a parity herewith, is payable from and secured ona first lien basts by a pledge ofthe gross revenues tobe derived

IF T»g®OND'ATlE S^O^^^tlTHE REVERSE HEREOF]

Principal

$4,000
4.000

4,500

4,500
5,000
5,000
5.500
5,500

6,000
6,000

6,500
7,000
7,000

Year

2024

2025

2026

2027

2028

2029

2030

2031

2032

2033

2034

2035

and in like manner, solely from said fund.
at the Intwest Rate specified above, sem^drtually firs^^ys of January^^ July ifTd^h y^g^grf
January or July after the dale of this Serie^SA Bof^^ntil ^s^wid. ^pl asthe pwisio^ereic
respect to prepayment may be and becon%^€^^C^K'herelc^^potf^^
ex^ange or collection charges, in lawful of th^^edS^^s of America,'.;^J^e adorer

Pfincioal

$ 7,500
8,000
B.OOO

9,000
9,000

9,500

9.500
10,000
10,500

11,000
12,000
13,000

^ the^^ier^^wner'̂ ^^n on
Vi^ei

'̂t^frrHER T^;^Ni5'ATlE
^ It is t^jvpettilied. reeit^ and d^^ed t^^,lagj.,pcinditi& and thr^.required to exist, happen and be perlormed
^cedentt(j^pTi5®^suani«fefHs;^ies igg^^ew'̂ exisll^teve happe^and have been perlormed in due time, formfl manner^required by la^^W itia^ lac^^imount ol this ^#s 1995A^^d, together vrith all other obligations ot the

tria. doei^axfeed^py li^rrescrit^^by th^^Q^ytiog^r S^I^^M^^Commonwealth of Kentucky.
'n, IN wmiiKS?^S^^E<3feaid BlaSe^urSv-aiflly'̂ Bfetririff^ ol Commissioners, has caused this Series
1995A Bond to be executed by itsChairman, itscorporate seal tobe hereunto altixed, andanestedbyitsSeaetary, on the date
Septeiiber 7, 1995.

BLACK MOUNTAIN UTILITY DISTRICT
Harlan County, Kentucky

mmM

mm
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REGISTERED

NUMBER?^

UNITED STATES OF AMERICA

COMMONWEALTH OF KENTUCKY

COUNTY OF HARLAN

BLACK MOUNTAIN UTILITY DISTRICT
WATER AND SEWER REVENUE BONDS, SERIES 1995B

INTEREST RATE: 4.5%

REGISTERED

PRINCIPAL AMOUNT, j- ^
- - - -

KNOWALL MENBY THESE PRESENTS: That the Black Mountain Utility District (the 'District'), actlr>g by and through its Board ot Commissiooers (the 'Commission'), a public body cocporate in Harlan County, Kentucky, tor value received, hereby
promises to pay to UNITED STATES OF AMERICA, acting by and through the U.S. DEPARTMENT OF AGRICULTURE, 771 Corporate Drive.Suite 200, Lexington. Kentucky 40503-5477, the registered owner hereof, or to its registered assigns, solely from the
fund hereinafter identified, the sum of

TWO HUNDRED SEVEN THOUSAND DOLLARS ($207,000)
on the first day of January, in years artd installments as follows:

Year

2011

2012

2013

2014

2015

2016
2017

2018

2019

2020

2021

2022

2023

at the Interest Rale specified above, sem
January or July after the dale of this Serie:
respect to prepayment may beand becor^î
exchange orcollection charges, in lawful rno^)
the registration book of the District.

This Series 1995B Bond is issued

Prindoal

$4,000

4,000

4.000

4,500
4.500

5,000
5,000

5,000
5.500

5,500
6,000

6,000

6.500

Year Princioai

1938 $2,000

1999 2.500

2000 2,500
2001 2.500

2002 2,500

2003 2,500
2004 3,000

2005 3,000

2006 3,000

2007 3,000
2008 3,500
2009 3,500

2010 3,500

arxj in like manner, solely from said f
ualty 'oty^^ firsl^ys of Janua

Year

2024

2025

2026

2027

2028

2029

2030

2031

2032

2033

2034

2035

miin "

July 'iriS^h y._^
as theprovisic^^here

- wit

Pfincioai

$ 7,000
7,000
7,500

7,500
8,000
8,500

9,000
9,000

9,500

10,000
10,500
11,000

Revenue

Bonds, Series 199SA (the 'Series 1995A Bonds') under and in full compliance wi^ tfie Cortstilulion and Statutes of the
Commonwealth of Kentucky, includirtgChapters 58 and 74 of the Kentucky Revised Statutes (coilectiveiy the 'Act'), and pursuant
to a duly adopted Borxf Resolution of the District authorizing same (the 'Current Bond Resdution'), to which Current Bond

Resolution reference is hereby made tor a description of the nature and extent of the security thereby created, the rights and
limitations of rights of the registered owner of this Series 1995B Bond, and the rights, obligations and duties of the District, tor the
purpose of financing the cost (not otfterwise provided) of the construction of extensions, additions artd improvements to tf>e
existing combined and consolidated waterworks and sewer system of the District (said existing combined artd consondated
waterworks artd sewer system, together with said extensions, additions and improvements, being hereinafter referred to as tfte
"System').

This Series 1995B Bortdis issued on a parity as to security and source of payment withthe Series 1995A Bonds and with
certain outstanding Black Mountain UtilityDistrict Water and Sewer Revenue Bonds of 1988, dated March 25, 1993 (the 'Bonds
of 1988'), authorized by a Resolution enacted by the Commission of the District on January 17, 1989 (the '1988 Bond
Resolulion'); and the outstanding Black Mountain UtilityDistrict Water arxl Sewer Revenue Bonds, Series 1994, dated December
15, 1994 (the "Bonds of 1994"), authorized by an Resolution enacted by the Commission of the District on September 13, 1994
(the "1994 Bond Resolulion') (hereiriatter the Bonds of 1968 and the Baids of 1994 shall be colleciively referred to as the "Prior
Bonds', and the 1988 Bond Resdulion and the 1994 Bond Resolution shall be collectively referred to as the 'Prior Bond
Resolution']. Accordingly, this Series 199SB Bond, together with the Prior Bonds, the Series 1995A Bonds and any bonds
ranking on a parity herewith, is payable from and secured on a first Ken basis by a pledge of the gross revenues to be derived

fng witl^p r„sl M ^ITORTilER ThpSSKItfAHE
with II Is hec^^ce^Jjl^d, xi^-^^aa^t^cpndix^^ and Ihi^sVequired lo exist, happen and be pedofmed

'' ^::^edent \o'̂ ^jiwhe^uance;^^^0ap4s 199^>8<Sf '̂dci^xistv^,^e happero^and have been performed in due time, form
2^ manner a^equired by laW^tf '̂ll^af^^Jace/fi^ount of this Sdri^ 1995Bj '̂nd, together with all other obligations of the""-^rici. doe^^.ej^^^^y lii |̂>rescribw^y Sj^e^^of^^/Commonwealth of Kentucky.

— '̂• '̂̂ ^^lilify-tjfistricffC of Comrr«ssioners. has caused this Series

<roOAR''E REVERSE HEREOF]

IN wr

19958 Bondto be executed by its Chairman, its corporate seal lo affixed,and attested by its Secretary, on the dale
of this Series 1995B Bond, which is September 7, 1995.

BLACK MOUNTAIN UTILITY DISTRICT

Marian County, Kentucky

Chairman

mm

ssiitl-
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UNITED STATES OF AMERICA - COMMONWEALTH OF KENTUCKY - COUNTY OF HARLAN

BLAOK: MOUINTTAIIV UTII^ITY I> I STRIOT
WATER AND SEWER REVENUE BONDS. SERIES 1994A

INTEREST RATE: 4.50%

Fimw=! mWWi

JOW ALL MEN BY THESE PRESENTS: That the Black Mountain Utility District (the "District"), acting by and through its Board of Commissioners (the "Commission"), a public body corporate in Marian County,
cky, for value received, hereby promises to payto UNITED STATES OFAMERICA - FARMERS HOME ADMiNiSTRAIiON, 771 Corporate Drive, Suite 200, Lexington, Kentucky 40503-5477, the registered owner
i, or to its registered assigns, solely from the fund hereinafter identified, the sum of

THREE HUNDRED FIFTY-SIX THOUSAND DOLLARS ($356,000),

'St day of January, in years and installments as follows:

Year Principal Year Prindoal Year PrinclDa!

1997 $3,500 2010 $ 6.000 2023 $12,000

1998 3.500 2011 6.500 2024 12,000

1999 3.500 2012 7,000 2025 13.000

2000 4.000 2013 7,000 2026 13.500

2001 4.000 2014 7,500 2027 14,500

2002 4,000 2015 8.000 2026 15,000

2003 4.500 2016 8.500 2029 15.500

2004 4,500 2017 8.500 2030 16,500

2005 5,000 2018 9.500 2031 17,500

2005 5,000 2019 9,500 2032 18,500

2007 5.5W 2020 10,000 2033 19,500

2008 5.5M 2021 10,500 2034 20,500

2009 6,000 2022 11.000

46 manner, solely from said fund, to pay interest on the balance of said principalsum fromtime to time remaining unpaid, at the Interest
Kifted above, semiannualiy on firstdays ofJanuary and July in each year,beginning with the firstJanuary or Julyafter the date of this
994ABond,until said sum is paid,exceptas the provisions hereinafterset forthwith respect to prepaymentmaybe and become applicable
)Oth principaland interest being payable, withoutdeduction for exchange or collectioncharges, in lawfulmoney of the United States ot
. at the address o( the registered owr>ershown on the registration book of the District.
s Series t994A Bondis issued by the District in conjunctionwith $98,000 of the District'sWaterand Sewer Revenue Bonds. Series 19948
-ies 1994B Bonds') under and in fullcompliancewiththe Constitutionand Statutes of the Commonwealthof Kentudcy, includingChapters
'4 of^ KentuckyRevised Statutes (coliectivety the "Act"), and pursuant to a duly adopted BondResolutionof the District authorizingsame

acretary

(the 'Current Bond Resolution!, to which Current Bond Resolution reference is hereby made for a'description ot the nature and extent of the
security thereby created, the rights and limitations of rights of the registered ownerof this Series 1994A Bond,and the rights, obligationsand duties
of the District,lor the purpose of financing the cost (not otherwise provided) of the construction of extensions, additions and improvements to the
existing combirredand consolidated waterworks and sewer system of the District(said existingcombined and consolidated waterworks and sewer
system, together withsaid extensions, additions and improvements, being hereinafterreferred to as the "System'^.

This Series 1994A Bond ranks on a parity as to security and source of payment with the Series 1994B Bonds and with certain outstanding
Black Mountain Utility District Water and Sewer Revenue Bonds of 1988, dated March 2S, 1993 (the 'Prior Bonds'), authorized by a Resolution
adopted by the Commissionof the Districton January 17, 1989 {the "PriorBond Resolution"), Accordingly, this Series 1994A Bond, together with
any bonds rankingon a parity herewith, Is payable from and secured on a parity lien basts by a pledge of the revenues to be derived from the
operation of the System.

This Series 1994A Bond has been issued in fullcompliance with the Current Bond Resolution and the Prior Bond Resolution: and this Series
1994A Bond, and any bonds ranking on a parity therewith that may be issued and outstartding under ^e condKions and restrictions ot the Current
Bond Resolution and the Prior Bond Resolution, are and will continue to be payable from revenues which shall be set aside in a fund for that
purpose anti identifiedas the "BlackMountainUtility DistrictWater and Sewer Revenue Bond arrd Interest SinkingFund",created in the Prior Bond
Resolution.

FURTHER PROVISIONS OF THIS BOND ARE SET FORTH ON THE REVERSE HEREOF.

It is hereby certified, recited and declared that all acts, conditions and things required to exist, happen and t>eperformed precedent to and in
the issuance of this Series 1994A Bond, do exist, have happened and have been pertormed in due time, form and manner as required by taw, and
that the face amount of this Series 1994A Bond, together with ail other obligations of the Distiict, does not exceed any limit prescribed by the
Constitution or Statutes of the Commonwealth of Kentucky.

IN WITNESS WHEREOF said Black Mountain Utility District, by its Board of Commissioners, has caused this Series 1994A Bond to be
executed by its Chairman, its corporate sea) to be hereunto affixed, and attested by its Secretary, on the date of this Series t994A Bond,
which is

December 15, 1994

BLACK fVlOUNTAIN UTILITY DISTRICT

Harlan County. Kentucky

Chairman
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UNITED STATES OF AMERICA - COMMONWEALTH OF KENTUCKY - COUNTY OF HARLAN

BLAOK: MOXJ3VTAI1V UTILITY UISTRICT
WATER AND SEWER REVENUE BONDS, SERIES 1994B

INTEREST RATE: 4.50%

OW ALL MEN BY THESE PRESENTS: That the Black Mountain Utility District (the "District"), acting by and through its Board ofCommissioners (the "Commission"), a public body corporate in Harian County,
:ky, for value received, hereby promises to pay to UNITED STATES OF AMERICA - FARMERS HOME ADMINISTRATION, 771 Corporate Drive, Suite 200, Lexington, Kentucky 40503-5477, the registered owner
, or to its registered assigns, solely fromthe fund hereinafteridentified, the sum of

NINETY-EIGHT THOUSAND DOLLARS ($98,000),

Stday ot January, in years and installmentscisfollows:

3L Principai Year Principal Year Principal

i7 $1,000 2010 $1,800 2023 $3,200

)8 1,100 2011 1.900 2024 3,300

)9 1.100 2012 2.000 2025 3,500

>0 1,200 2013 2,000 2026 3,600

)1 1.200 2014 2,200 2027 3,800

)2 1,300 2015 2,200 2028 4,000

)3 1.300 2016 2.400 2029 4,200

)4 1.400 2017 2,400 2030 4,300

)5 1,400 2018 2.600 2031 4.600

>6 1,500 2019 2.700 2032 4,800

)7 1,600 2020 2,600 2033 5,000

)8 1,600 2021 2.900 2034 5,200

» 1,800 2022 3.100

« manner, solely from saidfund, to pay interest on the balance ofsaidprincipal sumfrom time to time remaining unpaid, at the Interest
ctfied above,semiannually on thefirst days ofJanuaryand Julyineachyear,beginning wHh the first Januaryor Julyafterthe date ofthis
t94BBond,untilsaid sum is paid,except as the provisions hereinafter set forth with respect to prepaymentmaybe and become applicatTle
ottiprincipal and interest being payable, without deduction lorexchange or coliection charges, in lawful money of the United Statesof
at the address of die registered owner shown on the registration book of the District.
Series 1994BBondis issued by the District inconjunction with $356,000ofthe District's Waterand Sewer Revenue Bonds.Series 1994A

tes 1994ABonds"} under and infull compliancewiththe Constitution and Statutes of the Commonwealth of Kentucky, including Chapters
4 ofthe Kentucky RevisedStatutes(coUeclivety the "Act"), and pursuantto a dulyadopted BondResolution of the District authorizing same

(the"Current Bond Resolution"), to which Current Bond Resolution reference is hereby madefora description of the nature and extentof the
security thereby created,therights andlimitations ofrights ofIheregistered owner ofthisSeries1994B Bond, andtherights, obligations andduties
of the District, forthe purposeof financing Uie cost (nototherwise provided) of the construction of extensions, additions and improvements to the
existing combined and consolidated waterworks and sewersystemofthe District (said existing combined and consolidated waterworks andsewer
system, together with saidextensions, additions andimprovements, being hereinafter referred toas the"System").

This Series 1994B Bondranks on a parityas to security and source of paymentwiththe Series 1994ABondsand withcertain outstanding
Black Mountain Utility District Waterand Sewer RevenueBonds of 1988.dated March 25. 1993(the "Prior Bonds"), authorized by a Resolution
adopted bytheCommission ofthe District onJanuary 17.1989(the"Prior Bond Resolution"). Accordingly, thisSeries t994BBond, together with
anybondsranking on a parity herewith. Is payable from and securedon a parity lien basisby a pledge ofthe revenues to be derived from the
operation of the System.

This Series 1994BBondhas been issued in full compliancewiththe CurrentBond Resolution and the PriorBond Resolution; and this Series
19948 Bond, and any bondsranking on a parity therewith thatmaybe issuedand outstanding underthe conditions and restrictions ofthe Current
Bond Resolution and the Prior Bond Resolution, are and willcontinue to be payable from revenues which shall be set a»de in a fund for that
purpose andidentified as tfie "Black Mountain Utility District Water andSewerRevenue Bond and Interest Sinking Fund", createdinthe Prior Bond
Resolution.

FURTHER PROVISIONS OF THIS BOND ARE SET FORTH ON THE REVERSE HEREOF.
tt is herebycertified, recitedand declaredthat allacts, conditions and thingsrequired to exist,happenand be performed precedentto and in

the issuance of this Series 1994B Bond,do exist, have happened and have been performedin due time, lormand manner as required by law.and
thai the face amount of this Series 1994B Bond, together with all other obllgaiions ol the District, does not exceed any limitprescribed by the
Constitution or Statutes of the Commonwealth of Kentucky.

IN WITNESS WHEREOF said Black Mountain Utility District, by its Board of Commissioners, has caused this Series 19946 Bond to be
executed by its Chairman,its corporateseal to be hereunto affixed, and attested by its Secretary, on the date of this Series 19948 Bond,
wh,.hi. _ .

December

BLACK fvtOUNTAlN UTILITY DISTRICT
Harian County, Kentucky

hairman
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UNITED STATES OF AMERICA - COMMONWEALTH OF KENTUCKY - HARLAN COUNTY

bi^ack: MOXJivrAiiv utilxty i:>is'rFMOT
i5®® WATER AND SEWER REVENUE BONDS OF 1988 ^%s

ANNUAL INTEREST RATE: 5%

NlOW ALL MEN BY THESE PRESENTS: That the Black Mountain Utility District (the "District"), acting by and through its Board of Commissioners, a public tmdy corporate, organized and existing pursuant to
ter 74 of the Kentucky Revised Statutes, in Marian County, Kentucky, for value received, hereby promises fo pay to UNITED STATES OF AMERICA, FARMERS HOME ADMiNISTRATION, 771 Corporate Drive,
200, Lexington, Kentucky 40503-5477, the registered owner hereof, or to its registered assigns, solely from the special fund hereinafter identified, the sum of

ONE HUNDRED FIFTY THOUSAND DOLLARS ($150,000)

first day of January, in years and installmentsas follows:
Year Princioal Year Principal Year Princioal

1995 $1,000 2008 $2,500 2021 $5,000

1996 1,500 2009 3,000 2022 5,000

1997 1,500 2010 3,000 2023 5,500

1998- 1.500 2011 3,000 2024 5,500

1999 1,500 2012 3,000 2025 6,000

2000 2.000 2013 3,500 2026 6.500

2001 2,000 2014 3,500 2027 6,500

2002 2,000 2015 4,000 2028 7.000

2003 2.000 2016 4,000 2029 7,500

2004 2,000 2017 4,000 2030 7,500

2005 2,500 2018 4,500 2031 6,000

2006 2,500 2019 4,500 2032 8,500

2007 2,500 2020 4,500

like manner, solely from said special fund, to pay interest on the balance of said principal sum from time
ing unpaid, at the Interest Rate specified above, semiannually on the first daysofJanuary andJuly ineachyear
:eruntil said sum is paid, exceptas the provisions hereinafter set forth with respect to prepayment maybe and
e applicable hereto, both principal and interest being payable, without deduction forexchange or collection

Secretary

charges, in lawful money of the United States of America, at the address of the registered owner shown on the
registration book of the District.

This Bond is issued by the District pursuant to the Constitution and Statutes of the Commonwealth of Kentucky,
including Chapter 74andSections 58.010 through 58.140 oftheKentucky Revised Statutes (the "Act"), andpursuant to
a duly adopted Bond Resolution of the District (the "Bond Resolution"), towhich Bond Resolution reference is hereby
made for a description of the nature and extent ofthe security thereby created, the rights and limitations ofrights ofthe
registered owner of this Bond, and the rights, obligations, and duties of the District, for the putpose of financing the cost
(not otherwise provided) of the acquisition and construction ofthe District's new waterworks system and a sewer .
system, which systems have been combined and consolidated in the Bond Resolution into a single, combined and
consolidated, revenue-producingpublicprojector system (the "System").

FURTHER PROVISIONS OF THISBOND ARESET FORTH ON THE REVERSEHEREOF.
This Bond is exempt from taxation in the Commonwealth of Kentucky.
It is hereby certified, recited, and declared that all acts, conditions, and things required to exist, happen, and be

performed, precedent to and in the issuance of this Bond, doexist, have happened, and have been performed, in due
time, form, and manner as required bylaw and thatthe face amount ofthisBond, together with allotherobligations of
the District, doesnot exceed anylimit prescribed bytheConstitution orStatutes oftheCommonwealth ofKentucky.

IN WITNESS WHEREOF, said Black Mountain Utility District, in the Commonwealth of Kentucky, by its Board of
Commissioners, has caused this Bondto be executed by its Chairman, its corporateseal to be hereuntoaffixed, and
attested by its Secretary,on the date of this Bond, whichis March25, 1993.

BLACK MOUNTAIN UTILITY DISTRICT
Harlan County. Kentucky

z>t.:2
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UNITED STATES OF AMERICA — COMMONWEALTH OF KENTUCKY — COUNTY OF HARLAN

CITY OF WAT-ILiIlSrS CHEEK

WATERWORKS REVENUE BOND OF 1988

ANNUAL INTEREST RATE: 5%

<NOW ALL MEN BY THESE PRESENTS: That the City of Wallins Creek, acting by and through its Commission, a public body corporate in Marian County. Kentucl^. for value received, hereby promises to pay to
ED STATES OF AMERICA FARMERS HOME ADMINISTRATION, the registered owner hereof, or to its registered assigns, solely from the special fund hereinafter identified, the sum of

TWO HUNDRED NINETY-SIX THOUSAND DOLLARS ($296,000)

18 first day of January, in years and Installments as follows: principal and Interest being payable, without deduction for exchange or collection charges, in lawful money
of the United States of America, to the registered owner hereof, at the address shown on the registration
book of the City.

This Bond is issued by the City pursuant to the Constitution and Statutes of the Commonwealth of
Kentucky, including Chapter 106 and Section 82.082 of the Kentucky Revised Statutes, and pursuant to a
duly enacted Bond Ordinance of the City, to which Bond Ordinance reference is hereby made for a
description of the nature and extent of the security thereby created, the rights and limitations of rights of
the holder or registered owner of this Bond, and the rights, obligations, and duties of the City, for the
purpose of financing the cost {not otherwise provided) of the construction of a new municipal waterworks
system (the "System") for the City.

FURTHER PROVISIONS OF THIS BOND ARE SET FORTH ON THE REVERSE HEREOF.

This Bond is exempt from taxation in the Commonwealth of Kentucky.

It is hereby certified, recited, and declared that all acts, conditions, and things required to exist,
happen, and be performed precedent to and in the issuance of this Bond, do exist, have happened, and
have been performed in due time, form, and manner as required by law and that the face amount of this
Bond, together with all other obligations of the City, does not exceed any limit prescribed by the
Constitution or Statutes of the Commonwealth of Kentucky.

IN WITNESS WHEREOF, said City of Wallins Creek, in the Commonwealth of Kentucky, by its
Commission, has caused this Bond to be executed by the Mayor of said City, Its corporate seal to be
hereunto affixed, and attested by its City Clerk, on the date ofthis Bond, which is AugUS t 24, 1988 .

CITY OF WALLINS CREEK. KENTUCKY

Year Principal Year Principal Year Principal

1990 $3,000 2003 $5,000 2016 $10,000

1991 3,000 2004 6,000 2017 10.000

1992 3.000 2005 6,000 2018 11.000

1993 3.000 2006 6,000 2019 11.000

1994 3.000 2007 6.000 2020 12.000

1995 4.000 2008 7,000 2021 13.000

1996 4.000 2009 7.000 2022 13.000

1997 4.000 2010 7.000 2023 13,000

1998 4.000 2011 8.000 2024 14,000

1999 4,000 2012 8,000 2025 15,000

2000 5.000 2013 9,000 2026 15,000

2001 5.000 2014 9.000 2027 16,000

2002 5.000 2015 9.000

)ut deduction for exchange or collection charges, in lawful money of the United States of America;
in like manner, solely from said special fund, to pay interest on the balance of said principal sum from
to time remaining unpaid, in like coin or currency, at the Annual Interest Rate specified above,

annually on the first days of January and July in each year hereafter until said sum is paid, except as
)rovisions hereinafter set forth with respect to prepayment may be and become applicable hereto, both

City Clerk f
By-

Mayor

(A) 'JOT ^
t.
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF BLACK MOUNTAIN
UTILITY DISTRICT AND THE COUNTY OF HARLAN

FOR APPROVAL OF ASSUMPTION OF DEBT

ASSOCIATED WITH THE ACQUISITION OF THE
WATER SYSTEM OF THE CITY OF WALLINS

ORDER

CASE NO.

2006-00531

On December 1, 2006, Black Mountain Water District ("Black Mountain") filed an

application for Commission approval to assume the Waterworks Revenue Bonds of

1988 In the name of the city of Walllns, Kentucky ("Walllns"), Issued by the U.S.

Department of Agriculture, Rural Development ("RD"). Black Mountain will assume the

obligations of these bonds as a direct result of Walllns transferring Its water utility assets

to Black Mountain.

The Commission, after considering the evidence of record and being otherwise

sufficiently advised, finds that:

1. Through the execution of the "Asset Purchase and Debt Assignment

Agreement," as Included In Black Mountain's application at Exhibit 2, between Walllns,

Black Mountain, and the Harlan County Fiscal Court all of the rights. Interest, and title to

Walllns' water utility assets will be transferred to Black Mountain.

2. Walllns Is not a regulated utility as defined by KRS 278.010 and as such

Its transfer of assets does not require the Commission's explicit approval.



3. KRS 278.300 requires Black Mountain to obtain Commission approval

prior to the assumption of Wallins' RD bonds.

4. The original amount of the Wallins' RD bonds was $296,000 which

accrued interest at a rate of 5 percent per annum on the unpaid principal balance with

the last principal retirement scheduled for 2027.

5. The anticipated outstanding bond principal balance at the asset transfer

date is $232,000.^

6. Black Mountain will be required to make bond principal retirements as

originally scheduled for Wallins and the annual rate of interest accruing on all unpaid

principal will continue to be the original rate of 5 percent per annum.

7. RD supports the proposed transfer of Wallins' water utility assets and

assumption of related waterworks revenue bonds by Black Mountain.^

8. The General Assembly of the Commonwealth of Kentucky has

determined that mergers and acquisitions such as the one proposed between the

parties of this case are in the public's interest.^

9. Subsequent to the asset transfer the customers formerly served by

Wallins will be subject to Black Mountain's tariff on file with this Commission and will be

assessed the rates for service as designated "Water Rate A" in that tariff.

^See Appendix A of this Order for the scheduled principal retirements.

^See Application, Exhibit 5.

^See KRS 74.631.

Case No. 2006-00531



IT IS THEREFORE ORDERED that Black Mountain is authorized to assume and

repay Wallins' 1988 waterworks revenue bonds which remain outstanding at the time of

the water utility asset transfer as described herein.

Nothing contained herein shall be construed as a finding of value for any purpose

or as a warranty on the part of the Commonwealth of Kentucky or any agency thereof

as to the securities authorized to be transferred and assumed herein.

Done at Frankfort, Kentucky, this 21®' day of December, 2006.

By Commission

ATTEST:

irector

Case No. 2006-00531



APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2006-00531 DATED December 21, 2006

Schedule of RD Bond Principal Retirements for Wallins as Assumed by Black Mountain

Year Amount

2006 $6,000
2007 8,000
2008 7,000
2009 7,000
2010 7,000
2011 8,000
2012 8,000
2013 9,000
2014 9,000
2015 9,000
2016 10,000
2017 10,000
2018 11,000
2019 11,000
2020 12,000
2021 13,000
2022 13,000
2023 13,000
2024 14,000
2025 15,000
2026 16,000
2027 16,000

Total $232,000



BOND ORDINANCE

001-88 A

CITY OF WALLINS CREEK, KENTUCKY

WATERWORKS REVENUE BONDS OF 1988

IN THE AMOUNT OF

$296,000
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BOND ORDINANCE
fl

CITY OF WALLINS CREEK, KENTUCKY

ORDINANCE OF THE CITY OF WALLINS CREEK, HARLAN COUNTY
KENTUCKY, AUTHORIZING THE CONSTRUCTION OF A NEW MUNICIPAL
WATERWORKS SYSTEM AND ALL APPURTENANT FACILITIES; AUTHOR
IZING AND PROVIDING FOR THE ISSUANCE AND SALE OF TWO
HUNDRED NINETY-SIX THOUSAND DOLLARS ($296,000) PRINCIPAL
AMOUNT OF CITY OF WALLINS CREEK WATERWORKS REVENUE BONDS
OF 1988, FOR THE PURPOSE OF FINANCING THE COST (NOT
OTHERWISE PROVIDED) OF THE AFORESAID CONSTRUCTION; SETTING
FORTH THE TERMS AND CONDITIONS UPON WHICH SAID BONDS MAY
BE ISSUED AND OUTSTANDING; PROVIDING FOR THE RIGHTS OF THE
HOLDERS OF SAID BONDS AND THE ENFORCEMENT THEREOF; AND
PROVIDING FOR AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF
SAID BONDS.

WHEREAS, the City of Wallins Creek, a sixth class City of Harlan
County, Kentucky, has no central waterworks system and it is necessary for the
preservation of the health and welfare of the citizens of said City that the
City provide for the construction of a new waterworks system (the "System") in
accordance with certain plans and specifications prepared by Vaughn &Melton
Consulting Engineers, 109 South 24th Street, P.O. Box 1425, Middlesboro,
Kentucky 40963, now on file in the office of the City Clerk of said City, and

WHEREAS, it is the desire and intent of this City Commission at this
time to adopt this Ordinance pursuant to the provisions of Chapter 106 and
Section 82.082 of the Kentucky Revised Statutes, to authorize and provide for
the issuance of revenue bonds (the "Bonds") in the principal amount of
$296,000, for the purpose of financing the cost (not otherwise provided) of the
System for the City and to prescribe the covenants of the City, the rights of
bondowners, and the details of the issuance and sale of said Bonds, and

WHEREAS, the proceeds of said Bonds will be supplemented by an
approved Federal (FmHA) grant in the approximate amount of $709,600, together
with waterworks connection charges in the amount of $52,400, of which amount
(a) at least $22,400 is to be deposited into the Construction Account,
(b) $20,000 is to be deposited into the Initial Operation and Maintenance
Reserve Fund, and (c) $10,000 is to be deposited into the Operation and
Maintenance Fund,

NOW THEREFORE, BE IT ORDAINED BY THE CITY OF WALLINS CREEK
KENTUCKY, AS FOLLOWS;

- 1 -



ARTICLE 1.
t

DEFINITIONS; PURPOSE; NEW WATERWORKS SYSTEM;
AUTHORITY; AUTHORIZATION OF BONDS.

SECTION 101. DEFINITIONS.

As used in this Ordinance, unless the context requires otherwise:

"ACT" refers to Chapter 106 and Section 82.082 of the Kentucky
Revised Statutes, as amended.

"BEGINNING MONTH" means the month following the month in which the
waterworks system is completed and becomes revenue-producing, as certified by
the Engineers.

"BEGINNING MONTH" means the month following the month in which the
Bonds are issued, sold, and delivered to the purchaser thereof.

"BOND," "OWNER," "HOLDER," and "PERSON" shall include the plural as
well as the singular number unless the context shall otherwise indicate.

"BONDHOLDER" or "BONDOWNER" means and contemplates, unless the
context otherwise indicates, the registered owner(s) of the Bonds at the time
issued and outstanding hereunder, or any of them.

"BONDS" or "CURRENT BONDS" means any of the Bonds of the original
authorized issue of $296,000, specifically authorized by this Ordinance.

"CITY" refers to the City of Wallins Creek, in Harlan County,
Kentucky.

"COMMISSION" means the Commission of the City of Wallins Creek, in
Harlan County, Kentucky, or such other body as shall be the governing body of
said City under the laws of Kentucky at any given time.

"DEPOSITORY BANK" means the bank which shall serve as the depository
of all of the various funds created in this Ordinance, which bank is the Harlan
National Bank, Harlan, Kentucky, or its successor.

"ENGINEER" or "ENGINEERS" means the engineers or any one of them,
who prepared the plans and specifications for the construction of the System
and who will supervise the construction thereof, and shall be deemed to refer
to the firm of Vaughn & Melton Consulting Engineers, 109 South 24th Street,
P.O. Box 1425, Middlesboro, Kentucky 40963, or a member of said firm, or their
successors or successor.

"FmHA" means the Farmers Home Administration of the Department of
Agriculture of the United States Government.

- 2 -
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SECTION PURPOSE; CONSTRUCTION OF WATERWORKS
SYSTEM; CONSTRUCTION AWARD APPROVED.

n A City shall construct the new waterworks System, which is eener-^ly described In the plans, specifications, and report prepared by Vaughrs
^eituckf4096r"® "th Street. P.O. Box 1425. Mlddlesboro.Kentucky 40963, now on file with the City Clerk of the City.

^ Commission hereby authorizes, approves, ratifies and
® action in awarding the contracts for the Constructionbidders and further approves the action of theCty officials in entering into formal contracts with said bidders, subject to

approvals being obtained. Authority is hereby given for under-
klng the Construction Project according to the aforesaid plans and specifi

cations, after all necessary approvals have been obtained.

SECTION DECLARATION OF PERIOD OF USEFULNESS; DECLARATION
OF REVENUE-PRODUCING PUBLIC PROJECT OR SYSTEM.

The City Commission hereby declares (a) that the period of
usefulness of the proposed new System is more than forty (40) years from the
date of completion thereof, (b) that the System constitutes a revenue-producing
public project or System under the Act, and (c) so long as any of the Bonds
authorized herein shall be Outstanding, the City shall operate the System as a
revenue-producing System under the Act.

SECTION 104. AUTHORIZATION OF BONDS.

It has been heretofore determined that the total cost of the Con
struction Project, including preliminary expenses, land and rights-of-way
engineering expense, capitalized interest during construction, legal and
administrative costs, publication costs, and all Incidental expenses, will be
not exceeding $1,058,000. Accordingly, it is hereby determined to be necessary
n order for the City to finance the cost of the new System that the City issue

a total of $296,000 of Bonds, based on the following calculation:

TOTAL COST OF CONSTRUCTION PROJECT $1,058,000

LESS:

FmHA Grant $709,600
Connection Charges 52,400

Total Non—Bond Funds 762,000

BALANCE, TO BE FINANCED BY BONDS $ 296,000

- 4 -



Accordingly, for the purpose of financing the cost (not otherwise
provided) of the Construction Project," under the provisions of the Act, there
are hereby authorized to be Issued and sold Two Hundred Nlnety-Slx Thousand
Dollars ($296,000) principal amount of City of Walllns Creek Waterworks Revenue
Bonds of 1988.

All of said Bonds shall be dated as of the date of delivery to the
purchaser thereof, shall bear Interest from such date at such rate as may be
fixed by supplemental resolution as a result of the advertised sale and com
petitive bidding for such Bonds, as hereinafter provided, and shall be Issued
and delivered according to the form of "Fully Registered Bond," as prescribed
In Section 205 hereof.

Interest on the Bonds shall be payable semlannually on January 1 and
July 1 of each year, provided that the first Interest payment period will cover
Interest only from the date of delivery of the Bonds to the ensuing January 1
or July 1, as the case may be. Principal Installments on the Bonds shall be
payable on January 1 of each of the respective years until maturity, as set out
In Section 201 hereof.

SECTION 105. BONDS PAYABLE OUT OF GROSS REVENUES AND

SECURED BY FIRST STATUTORY MORTGAGE LIEN.

All of said Bonds, together with the Interest thereon, and any addi
tional Parity Bonds that may be Issued under the conditions and restrictions
hereinafter set forth, shall be secured by a first pledge of and payable solely
out of the gross revenues of the System, shall be a valid claim of the owners
thereof against the Sinking Fund created for the benefit of such owners, and
shall be further secured by a first statutory mortgage Hen against the System,
as provided by the Act.

SECTION 106. LIEN ON CONTRACT.

In addition to the revenue pledge and statutory mortgage lien
securing the Bonds, a first Hen Is hereby created and granted In favor of the
Bonds on all contracts and on all other rights of the City pertaining to the
System, enforceable by assignment to any Receiver or other operator proceeding
by authority of any court.

ARTICLE 2.

THE BONDS; REGISTERED' BONDS; PRINCIPAL INSTALLMENTS;
EXECUTION; PREPAYMENT: AND BOND FORM.

SECTION 201. PRINCIPAL INSTALLMENTS.

Principal Installments due on the Bonds shall be as follows;
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Principal
Payments Due « ^ ,
January 1. ' Principal

— Installments

J99J $ 3,000
3,000
3,000

1992

1993
1994 3,000

3,000

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2001

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

202 6

2027
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4,000
4,000
4,000
4,000
4,000

5,000
5,000
5,000
5,000
6,000

6,000
6,000
6,000
7,000
7,000

7 ,000
8,000
8,000
9,000
9,000

9,000
10,000
10,000
11,000
11,000

12,000
13,000
13,000
13,000
14,000

15,000
15,000
16,000



SECTION 202. ISSUANCE OF BOND(S); NUMBERING.
•

The purchaser of the Bonds at the public sale shall take delivery of
the Bonds in the form of a single or a series of Fully Registered Bonds, as
prescribed in Section 205 below, amounting in the aggregate to the principal
amount of the Bonds authorized herein, maturing as to principal in Installments
as set out above. Such Fully Registered Bond(8) shall be numbered R—1 (and
consecutively thereafter, R-2, etc.), shall be of type composition, shall be on
paper of sufficient weight and strength to prevent deterioration until the last
day of maturity of any installment of principal as stated therein, and shall
conform in size to standard practice. Such Fully Registered Bond(s) shall,
upon appropriate execution on behalf of the City as prescribed, constitute the
entire bond issue herein authorized, shall be negotiable (subject to regis
tration requirements as to transferability), without interest coupons, regis
tered as to principal and interest, payable as directed by the registered
owner, and shall be in substantially the form hereinafter set forth.

SECTION 203. PLACE OF PAYMENT AND MANNER OF EXECUTION.

Both principal of and interest on the Bonds shall be payable at the
place and in the manner set out in the form of Fully Registered Bond prescribed
in Section 205 below. The Bonds shall be executed on behalf of the City by
being signed manually by the Mayor, with the Corporate Seal of the City affixed
thereto and attested by the manual signature of the City Clerk.

If either of the officers whose signatures appear on the Bonds
ceases to be such officers before delivery of said Bonds, such signatures shall
nevertheless be valid for all purposes the same as if such officers had
remained in office until delivery.

SECTION 204. PROVISIONS AS TO PREPAYMENT.

Except when all of the Bonds are held by the Government, install
ments of principal falling due prior to January 1, 1999, shall not be subject
to prepayment. Installments of principal falling due on and after January 1,
1999, shall be subject to prepayment by said City on any interest payment date
falling on and after January 1, 1998, upon terms of par plus accrued interest,
without any prepayment penalty.

So long as all of the Bonds are held by the Government, all or any
of the Bonds, or installments in a multiple of $1,000, may be prepaid at any
time in inverse chronological order of installments due at face amount plus
accrued interest without any prepayment penalty.

SECTION 205. BOND FORM.

The Bonds shall be in substantially the following form, with appro
priate insertions, omissions, and variations consistent with or as provided or
permitted in this Ordinance.

- 7 -



(FORM OF FULLY REGISTERED BOND)

BOND NUMBER R-1

UNITED STATES OF AMERICA

COMMONWEALTH OF KENTUCKY
COUNTY OF HARLAN

CITY OF WALLINS CREEK

WATERWORKS REVENUE BOND OF 1988

NO- R-l ANNUAL INTEREST RATE:

KNOW ALL MEN BY THESE PRESENTS:

$296,000

That the City of Wallins Creek, acting by and through its
Commission, a public body corporate in Harlan County, Kentucky, for value
received, hereby promises to pay to

the registered owner hereof, or to its registered assigns, solely from the
special fund hereinafter identified, the sum of

TWO HUNDRED NINETY-SIX THOUSAND DOLLARS ($296,000)

on the first day of January, in years and installments as follows;

Principal Year Principal Year Principal

(Here the printer of the Bond will print the maturities of the Bond purchased
by the individual purchaser (registered owner)).

without deduction for exchange or collection charges, in lawful money of the
United States of America; and in like manner, solely from said special fund, to
pay interest on the balance of said principal sum from time to time remaining
unpaid, in like coin or currency, at the Annual Interest Rate specified above,
semiannually on the first days of January and July in each year hereafter until
said sum is paid, except as the provisions hereinafter set forth with respect
to prepayment may be and become applicable hereto, both principal and interest
being payable, without deduction for exchange or collection charges, in lawful
money of the United States of America, to the registered owner hereof, at the
address shown on the registration book of the City.

This Bond* is issued by the City pursuant to the Constitution and
Statutes of the Commonwealth of Kentucky, including Chapter 106 and Section
82.082 of the Kentucky Revised Statutes, and pursuant to a duly enacted Bond

*If more than one Fully Registered Bond is issued, all references to "this
Bond" will be changed to "these Bonds."
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Bond Ordinance of the City, to which Bond Ordinance reference is hereby made
for a description of the nature and extent of the security thereby created the
rights and limitations of rights of the holder or registered owner of this*
Bond, and the rights, obligations, and duties of the City, for the purpose of
financing the cost (not otherwise provided) of the construction of a new
municipal waterworks system (the "System") for the City.

This Bond, with the interest hereon, is payable from and secured by
a first pledge of the gross income and revenues to be derived from the opera-

the System, a sufficient portion of which income and revenues to pay
the principal of and interest on this Bond and any additional parity bonds, has
been ordered set aside as a special fund and pledged for that purpose and
identified as the "City of Wallins Creek Waterworks Revenue Bond and Interest
Sinking Fund."

The City has reserved the right to issue additional bonds ranking on
a parity as to security and source of payment with this Bond, to finance future
extensions, additions, and/or improvements to the System, provided the neces
sary showings as to the earnings coverage required by the Bond Ordinance are in
existence and properly certified.

This Bond does not in any manner constitute an indebtedness of the
City within the meaning of the Statutes and Constitution of Kentucky, but is
payable solely out of the revenues of the System, and the City is not and shall
not be obligated to pay this Bond or the interest hereon except from said
special fund. The City, acting by and through its Commission, covenants that
so long as this Bond is outstanding, the System will be continuously owned and
operated by the City as a revenue-producing undertaking, within the meaning of
the aforesaid Statutes, for the security and source of payment of this Bond,
and that the City will fix and revise such rates and charges for the services
and facilities of the System and collect and account for the income and
revenues therefrom sufficient to pay the principal of and interest on this Bond
promptly as the same become due, to pay the cost of operation and maintenance
of the System, and to provide for the depreciation thereof.

This Bond shall be registered as to principal and interest in the
name of the owner hereof, after which it shall be transferable only upon
presentation to the City Clerk as the Bond Registrar, with a written assignment
duly acknowledged by the registered owner or his duly authorized attorney,
which assignment shall be noted upon this Bond and upon the book of the City
kept for that purpose.

The City, at" its option, shall have the right to prepay, on any
interest payment date on and after January 1, 1998, in the inverse chrono
logical order of the installments due on this Bond, the entire principal amount
of this Bond then remaining unpaid, or such lesser portion thereof, in a
multiple of One Thousand Dollars ($1,000), as the City may determine, at a
price in an amount equivalent to the principal amount to be prepaid plus
accrued interest to the date of prepayment, without any prepayment premium.
Notice of such prepayment shall be given by registered mail to the registered
owner of this Bond or his assignee, at least thirty days prior to the date
fixed for prepajnnent. Notice of such prepayment may be waived with the written
consent of the registered owner of this Bond.
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So long as the registered ovmer of this Bond is the United
Government, or any agency thereof, the entire principal amount ofthls Bond or

5 prepaid at any t mrin"n.erBe'Chronological order of the installments due. > e in inverse

Section 10fi^08n''n^ mortgage lien upon the System is created by
OrdJiance Lftn f Statutas and by tha aforesaid Bond0 dinance, to and in favor of the registered owner of this Bond and same is

f binding; and said System and all appurtenLLs
lien 1-iT^ extensions thereto shall remain subject to said statutory mortgagelien until payment in full of the principal of and interest on this Lnd ®

this Bond payment of any principal or interest payment onthis Bond or upon failure by the City to comply with any other proviL^ of
mav frwro'^l ^ provisions of the Bond Ordinance, the registered owner
said Ordinance i^^stitute all rights and remedies provided by law or by

This Bond is exempt from taxation in the Commonwealth of Kentucky.

tions and certified, recited, and declared that all acts, condi-
the i t required to exist, happen, and be performed precedent to and

In d exist, have happened, and have been performed
Itit required by law and that the face amount ofthis Bond, together with all other obligations of the City, does not exceed any
i it prescribed by the Constitution or Statutes of the Commonwealth of

Kentucky.

of V ^ VIN WITNESS WHEREOF, said City of Wallins Creek, in the Commonwealth
Mavor^r I'd Commission, has caused this Bond to be executed by the
i^Citv TllrV hereunto affixed, and attested byIts City Clerk, on the date of this Bond, which is

CITY OF WALLINS CREEK. KENTUCKY

By

Attest:

City Clerk

(Seal of City)
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PROVISION FOR REGISTRATION

lfo„^ f registered on the registration book of the Citykept for that purpose by the City Clerk, as Bond Registrar, upon presentation
ereof to said City Clerk, who shall make notation of such registration In the

registration blank, and this Bond may thereafter be transferred only upon
bitten transfer acknowledged by the registered owner or his attorney, such
ransfer to be made on said book and endorsed hereon.

Date of

Registration
Name and Address of

Registered Owner

Signature of City Clerk of
the City of Walllns Creek,
Kentucky, Bond Registrar

(FORM OF ASSIGNMENT)

For value received, this Bond Is hereby assigned, without recourse
and subject to all of its terms and conditions, unto
this day of , ^

By:
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ARTICLE 3.

CONSTRUCTION ACCOUNT; SUPPLEMENTAL FUNDS; INTERIM
FINANCING; INVESTMENT OF PROCEEDS; AND FEDERAL
ARBITRAGE LIMITATIONS.

SECTION 301. THE CONSTRUCTION ACCOUNT; FIDELITY BOND OF
TREASURER; APPLICATION OF PROCEEDS OF BONDS.

The City Treasurer shall be the custodian of all funds belonging to
and associated with the waterworks System, and such funds shall be deposited in
the EarIan National Bank, Harlan, Kentucky (the "Depository Bank"), which bank
is a member of the Federal Deposit Insurance Corporation. All moneys in excess
of the amount insured by the FDIC in the Construction Account (hereinafter
created) shall be secured by the Depository Bank in accordance with the U. S.
Treasury Department Circular No. 176.

The Treasurer and/or other City officials shall execute a Fidelity
Bond in the amount of not less than $30,000, which Fidelity Bond shall be
effective and secured by a surety company approved by the Farmers Rome Admini
stration of the United States Department of Agriculture so long as it is the
holder of any of the Bonds; and the FmHA and the City shall be named
co-obligees in such surety bond, and the amount thereof shall not be reduced
without the written consent of the FmHA; provided that whenever sums in the
various accounts referred to herein (other than the Construction Account) shall
exceed $30,000, the Fidelity Bond shall be increased accordingly as requested
by and with the approval of the FmHA. The City will segregate and earmark its
various funds, consistent with this Ordinance, in such a manner as to enable
the City to obtain the lowest possible surety premium rate on such Fidelity
Bond.

A. Covenants Applicable if FmHA Purchases Bonds.

It is acknowledged that all covenants herein with reference to the
necessity for approval of the FmHA, the necessity of observing FmHA procedure,
and the necessity of using FmHA Forms, shall apply only if the FmHA is the
purchaser of the Bonds and only so long as the FmHA holds the Bonds thereafter.
In the event that the FmHA shall not be the purchaser of the Bonds, or, after
purchasing same, shall sell or transfer the Bonds to a nongovernmental holder,
all covenants herein with reference to the necessity for approval of the FmHA,
the necessity or observing FmHA procedure, and the necessity of using FmHA
Forms, shall be inapplicable.

Application of Proceeds of Bonds.

The proceeds of said $296,000 of Bonds shall be applied as follows:

(1) Immediate Repayment of Interim Financing.

There shall immediately be paid an amount sufficient to pay the
interest on and principal of any temporary loans (if any) borrowed by the City
in anticipation of the sale and delivery of the Bonds and/or of the receipt of
grant proceeds, or the interest on and principal of such temporary loans may be
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paid slmltaneously with the delivery of the Bonds (to the extent of part or
ti ^ Bonds, as piay be required by said Bank(8) and/or bythe FmHA), in which event the amount to be so deposited into the Construction
Account shall be reduced by such amount so paid. Also, at the time of delivery
of the Bonds, there shall be paid all amounts then due and payable in
connection with the costs of the Construction Project and in connection with
the issuance of the Bonds.

(2) Balance to be Deposited in Construction Account; Proceeds
of_ FmHA Grant to be Deposited in Construction Account;
Connection Charges ^ ^ Deposited ^ Construction Account.

If and to the extent that the proceeds of the Bonds shall be in
excess of the amount necessary to pay the Interest, principal, and costs
referred to in Subparagraph (1) of this Section, such excess amount shall
immediately be^deposited in the "City of Wallins Creek Waterworks Construction
Account (the Construction Account"), hereby created, which shall be estab
lished at the Depository Bank. There shall also be deposited in said Construc
tion Account the proceeds of said Federal grant as and when received, or said
grant proceeds may be applied, to the extent necessary, to liquidate or reduce
any interim financing owed by the City at the time of receipt of grant pro
ceeds. Simultaneously with or prior to the delivery of the Bonds, there shall
also be deposited in the Construction Account the proceeds of connection
charges in the minimum amount of $22,400 (less any amounts theretofore used for
authorized purposes), to supplement the proceeds of the Bonds and grant in
order to assure completion of the System. The remaining $30,000 of such
connection charges are allocated to the Initial Operation and Maintenance
Reserve Fund ($20,000) and to the Operation and Maintenance Fund ($10,000) as
hereinafter provided in Section 401.

(3) Procedure for Withdrawal of Funds from
the Construction Account.

(a) Prior to the expenditure by the City of any funds from the
Construction Account derived from the proceeds of the Bonds, the City must
obtain written approval from the FmHA as to such expenditures. The proceeds of
said Account shall be withdrawn only on checks signed by the City Treasurer, in
payment for services and/or materials supplied in connection with the acquisi
tion and construction of the System, as evidenced by (1) a certification of the
Engineers designated herein, and (2) written approval of the Mayor (or by such
other official of the City as may be authorized by the Governing Body).

(b) Prior to the expenditure by the City of any funds from the
Construction Account derived from-interim financing or from multiple advances
from the FmHA, the City must obtain approved invoices and/or Partial Payment
Estimates bearing the written approval of the Contractor, the Engineer, and the
Mayor, and which invoices and/or Partial Payment Estimates must have been
reviewed and approved for payment by the designated FmHA official.

(c) Written approval of the Engineers shall not be required
for matters not under the jurisdiction of the Engineers, such as legal fees
land acquisition, and related items. Executed certifications (authorizing
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city Treasure. ' " authorized to hoaor checks al8„«J by the

manner consistent rft"^^^?Mtructlori94LlMrt''(5)"orAr°^dr °

constrL^ion .sL.ate;/;°"aJ:irhi f^LS t:ed'"L'''?:H:'for;::r'"^
ance. Form SF-271 "Outlav Rpnnr^ ar,a t> ar review and accept-
Construction Programs " shLfS nrenar h'"'a' for Reimbursement forfunds expended in the'last 30 day^Jl^d' ' 1» F«HA to account for

After the Bonds are delivered thf* n-i 11 ••

f^d^r^rcis; ;::e^i::di r%';o'r\-t::'::sLi :f""•Estimate Of Punda Needed' Sr^S'oa'y'̂ Ir^d^c^JJLl^^ ''""P;,,,
L%a'L%'"£ plral clT'" b"' '"""'"a"' " °t1er that aperlodlf"
subnltted to P.HA swt'eou:!"""""'- ""

made by PnHfa^^diL?:":! bj u%"b'r:ec:s::"!"°°
(^) Transfer of Capitalized Interest to Sinking Fund.

sufficient to^nLv?f transferred from the Construction Account an amount
Hnrfi. ^ provide for capitalized interest (initially estimated at $20 000^
^«^o o:e"p°:u:d"Jroa°' ahaula" bai '

then need^^L^pariitLesrJur^\ir" '̂"i^j"^"''̂ ^ tftL^S^entSyste. such amo^un^ so tr^LJe-riS frL'ra'-conItr^-JlLlccZrshlu-b:'
deposited in the Sinking Fund hereinafter created.

(5) Investment of Funds in Construction Account.

Account airsuJh^f,md^"''® '̂°^"\°^ amounts on deposit in the Construction

crh"^h "• ObligaJionfwMch may^brcfnvSed^^Idily^in^^
a: '?o:rr:rt'h'̂ f" 'T' "

ously secured by a vaUd pledge "r^ S
market value. 1„ conformity with KRs'bblaSO. InvertL^H Srri?Jrr'"' f

uted, if the FmHA has purchased any of the Bonds, and investments in
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Certificates of Deposit or savings accounts may be made only in such Certifi
cates or accounts of an FDIC bank. Any such investments will be a part of the
Construction Account, and income from such investments will be credited to the
Construction Account. All such investments shall be subject to the limitations
set out in Section 303 hereof.

(6) Statements of Contractors , Engineers, and Attorneys
as to Payment Required Prior to Delivery of Current
Bonds, if Current Bonds Purchased by FmHA.

Prior to the delivery of the Bonds, if the FmHA is the purchaser of
the Bonds, the City will be required to provide FmHA with statements from the
Contractors, Engineers, and Attorneys that they have been paid to date in
accordance with their contracts or other agreements and, in the case of any
Contractor, that he has paid his suppliers and sub-contractors. Any exceptions
must be authorized under FmHA Instructions 1942-A, Subsection 1942.17 (n) (2).

(7) Disposition of Balance in Construction Account
After Completion of Project.

When the construction of the waterworks System has been completed
and all construction costs have been paid in full, as certified by the
Engineers for the City and/or by the FmHA, any balance then remaining in the
Construction Account may, with the consent of the State Director of the FmHA,
be applied to the cost of constructing extensions, additions, and/or improve
ments to the System, and/or such balance (subject to legal requirements as to
possible refund of any allocated portion of the balance derived from grant
proceeds) shall be transferred to the Sinking Fund hereinafter created,
whereupon said Construction Account shall be closed. If such additional
construction is to be undertaken by the contractor previously engaged in the.
construction of the System, such additional work may be authorized by a change
order. Such balance so transferred shall be used by the City immediately to
prepay installments due on the Bonds, provided further that any balance
insufficient to prepay at least $1,000 of the principal payment falling due in
any year on the Bonds, will be transferred to the Depreciation Reserve Fund
hereinafter created.

SECTION 302. INTERIM FINANCING AUTHORIZATION.

(a) Commercial Interim Financing.

The City shall use commercial interim financing for the System
during construction of that portion of the System financed by the Bonds, if
available at reasonable rates and'terms.

The borrowing of up to the aggregate sum of $296,000 from the Harlan
National Bank, Harlan, Kentucky (either alone or through its correspondent
bank), the Kentucky Pollution Abatement Authority and/or from any other interim
lender (hereinafter collectively and individually referred to as the "Banks")
is hereby authorized; and the Mayor of the City is hereby authorized to execute
in the name and on behalf of the City (1) a single note (the "Note") in the
amount of the interim loan with provision for advances against the amount of
such Note, or (2) any number of notes ("Notes"), in such form as may be
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p":ua"1o'Ls''58'!5o'"®Efcf """" *""=lP«Ion Note,fund, by the Bank^to ihe °f <="»
In connection with the construction rendered and/or materials supplied(f) acertification of rin^ln^rsles^ n^ n^er l '̂̂ no'w'rL::"^""'' "?

:;.;:: bS.=rirHVH\E3;i£E:=ii''
Interim financing shall be disbursed as follows:

authorize] ^^all beto disburse the proceeds of any such Note or Notes by cashier's

specified heleLrof' """" certification

ized 'bequest of the City, the Banks are and shall be author-
wh?]h proceeds of such Notes in the Construction Account, in
ro n, amounts of the City on deposit therein shall, until expendedo the extent that same shall exceed the amount insured by the FDIC be '

fmi "• Obligations, and aFidLity 3'in an
4*"^ maximum amount deposited in such Account

1 XT ^"tbority hereby given to the Mayor Includes the execution of
provided the^ ^ evidence of the renewal and extension of Notes becoming due,
^nrl K1 ^8S^®8abe of the principal amount of all such Notes outstanding
whicris ie M $29 6,000, and provided each Note
transmitted tTthe'ciT^retL'r.^'"^^'''"^^

Ing of $296^000°to'L\\^ '̂'̂ ^^ authorized interim financ-
RitL $29 6,000 to be the maximum indebtedness which the City may owe to said
owed by the^Clir^o'srid however, that the City may reduce the amountea oy tne City to said Banks from time to time as and when funds are ava-ll-
a le to the City, whether derived from the proceeds of the Federal grant the

Ba^s additional founts in anticipation of the further receipt by the City of
dltional proceeds froih said grant or Bonds in order thus to enable the City

other ? ] "id Bonds and/or grLfor
eo«r Ttl immediately needed for thi S^enrof
tiorof saJd rntL'i'rfi'" 1 liquidation and/o? ^^duc-
flnLMn! ] interim financing loans until such time as additional interimancing loans are needed to provide additional funds for costs of said
ystem, as required by the City, subject to the limitation that the total
mount owed to said Banks at any given time shall not be in excess of $296 000
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The City hereby covenants and agrees with said Banks that upon the
issuance and delivery of said Bonds, arid/or the receipt of said Federal grant
the City will apply the proceeds thereof, to whatever extent may be necessary*
in payment of the principal amount of all such Note or Notes of the City then'
held by said Banks, together with interest thereon to the date of such payment*
and the first proceeds of said Bonds are hereby pledged therefor, and such
pledge shall constitute a first and prior charge against said proceeds. The
City further pledges the first proceeds of the gross revenues of the System to
the payment of said interim financing.

Although the proceeds of the Current Bonds and grant are pledged to
the repayment of said interim financing, it is recognized that the proceeds of
the grant may be applied to the extent required at the time of receipt of the
proceeds of said grant, to the payment of costs of the Construction Project due
and owing by the City at the time of receipt of such proceeds, rather than to
the repayment of portions of the interim financing at that time. If and to the
extent that the proceeds of said grant are in excess of any costs of the Con
struction Project due and owing at the time of receipt thereof, such proceeds
may be applied, in the same manner as hereinabove indicated, to the reduction
of the amount of the interim financing, after which, such interim financing may
again be increased as theretofore. In any event, the proceeds of said grant
and of any other grants earmarked for the Construction Project, are pledged,
together with the proceeds of the Current Bonds, to the repayment of such
interim financing.

It is understood that the foregoing constitutes an alternative
method of obtaining interim financing, and does not preclude the authorization,
public advertisement, and sale of Bond Anticipation Notes, Grant Anticipation
Notes, and/or Bond and Grant Anticipation Notes, to the most favorable bidder
on the open market, by concurrent or subsequent proceedings of the City.

(b) Possible Multiple Advances by FmHA if
Bonds Shall be Purchased by FmHA.

In the event the Bonds are purchased by the FmHA, and in the event
the City is unable to obtain a commitment for commercial interim financing for
the System dxiring construction from any Bank at reasonable rates and terms, the
Mayor is authorized to request multiple advances ("Multiple Advances") of loan
funds from the FmHA.

If the FmHA agrees to make Multiple Advances to the City pending the
delivery of the Bonds, the Mayor is hereby authorized to execute in the name
and on behalf of the City any number of Bond Anticipation Notes, each Note
evidencing an advance of funds by the FmHA to the City, such Note or Notes to
be in the form prescribed by the FmHA.

Each request for an advance from the FmHA shall be accompanied by
(1) a certification of the Engineers designated herein, and (2) written
approval of the Mayor or by such other official of the City as may be author
ized by the Governing Body; provided, however, that written approval of the
Engineers shall not be required for matters not under the jurisdiction of the
Engineers, such as legal fees, land acquisition, and related items. The City
will also furnish to the FmHA, prior to the receipt of each such advance.
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Supplemental Title Oplnlon°(updated)°of Locarc^ '̂""!a''" >Ptellmlnaty legal O^ulon (up5ftL1'„f^

be (1) dlsb^LrdJ^ctlftrihf «>de by the FmHA shall either^terlala supplied i„1o'„^„e"tjo: ^\"'tL%"o'„':i:lt'i\TJr°o^::t":rd\°''°'
vis1oi""£'L%tL"r3S!BC3; r' hl't""' «"ordance'»ith'the pr"'wi. oeution hereof, in which event amounts of the ru em

e^teed the a^Lnfi'Z^ed^by'jhrroic^brf" "" fr"Obligations (Without the'us^ oi's^p^s^^ IgriLrnroftS '•'•
thr^xlm ° ''"bliby bond in an amount equal Jo not less than
Sfi'al of the"citv L" a"'" """ furnished by the properorricial of the City, as provided in Section 301 hereof.

ef c K w proceeds of the Bonds are hereby pledged to the repayment
nle^r Advances, and such pledge shall constitute a first and priorpledge against such proceeds. The City further pledges the proceeds of ?he
evenues of the System to the repayment of said Multiple Advances.

SECTION 303. LIMITATIONS ON INVESTMENTS OF FUNDS.

^ty covenants and certifies, in compliance with Federal
arbitrage regulations, as follows;

certifies, on the basis of known facts and circumstances in existence on the date of adoption of this Bond Ordinance that it is
not expected that the proceeds of the Bonds or the revenues of the System will
be used in a manner which would cause such Bonds to be arbitrage bonds. The
City covenants to the purchasers and/or holders of the Bonds that (1) the City
r^aL^a^w" use\L been '
Bondr?^ h Of issue of such Bonds, would have caused suchonds to be arbitrage bonds, and (2) that the City will comply with (i) all of
the requirements of Section 103(c) of the Internal Revenue Code, and (ii) all
f the requirements of the applicable Income Tax Regulations thereunder, to

-ea^eras

„ . '"ify certifies, based on information furnished by thengineers, on known facts and reasonable expectations at this time, as follows:

(1) that the City has entered into contracts with the Engineers in
connection with the construction of the Construction Project financed by
the ^ the fees to be paid to such Engineers will exceed (i) the

p™ject- amount equal to 2-1/2% of the total cost of the
(2) that work on the Construction Project has commenced or will

commence within six months from the date of issuance of the Bonds or from
the ^te of the first interim financing loan made under this Ordinance,
whichever occurs first;
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(3) that the construction of the Project will proceed thereafter m
completion with due diligence on the part of the City;

(4) that at least 95Z of the spendable proceeds of the Bonds will
be expended on the costs of the Construction Project within less than three
years from the date of Issuance of the Bonds or from the alternate date
referred to In (b) (2) above;

5^^ that It Is anticipated that amounts on deposit In the SinkingFund will be used within thirteen (13) months from the date of deposit for
the payment of debt service on the Outstanding Bonds; and except for an
amount equal to not more than the greater of (a) one-twelfth (1/12) of debt
service requirements of the Bonds for the then ensuing year, or (b) one
year's earnings on the Sinking Fund, the Sinking Fund will be depleted
annually through such application, for current debt service requirements of
the Bonds;

(6) that It Is not anticipated that amounts will be accumulated In
any reserve fund anticipated to be used for debt service on the Outstanding
Bonds In excess of an amount reasonably required to sell the Current Bonds;
however. In no event shall such amount exceed the lesser of (1) the maximum
annual debt service, (11) 1.25 times the average annual debt service for
principal and Interest on the Outstanding Bonds, or (111) 10% of the face
amount (par) of any Outstanding Bonds, and It Is not anticipated that an
amount In excess of 10% of the proceeds (or any amount of the proceeds)
from the sale of the Current Bonds will be deposited In any such reserve
fund;

(7) that It Is not reasonably anticipated that amounts accumulated
In the Depreciation Fund will be used for payment of debt service on any
Outstanding Bonds, even though such Fund will be so available If necessary
to prevent a default In the payment of principal and Interest on such
bonds;

(8) that the original proceeds of the Issue will not exceed by more
than five percent (5%) (or by any percent) the amount required (after
deducting the proceeds of the FmHA grant and the aforesaid connection
charges), for the costs of the Construction Project; and there has there
fore been no overlssuance of the Bonds; and

(9) that the City has not been advised of any listing or contem
plated listing by the Internal Revenue Service determining that such
certification with respect tO' Its obligations may not be relied on.

(c) The City covenants that neither the proceeds of the Bonds, nor
Non-Exempt Revenues of the System", as defined herein, will be Invested In

Investments which will produce a net adjusted yield In excess of the net
Interest cost (effective yield) of the Bonds, If such Investment would cause
the Bonds to be treated as "arbitrage bonds" within the meaning of Section
103(c)(2) of the Internal Revenue Code, as amended, and the applicable regula
tions thereunder; provided, however, that such proceeds and/or revenues may be
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Whenever such Code and/or applicable Regula-tlons permit same to be invested without causing the Current Bonds to be
treated as "arbitrage bonds." co ne

A *. Non-Exempt Revenues" within the meaning of the foregoing shall bedeemed to refer to revenues of the System deposited in any of the funds ear-

the^Outstanding Bonds, in excess of "Exempt Revenues," which Exempt Revenues

debr amounts deposited in the Sinking Fund for the purpose of payingt service on any Outstanding Bonds within 13 months from the date of
deposit;

(2) amounts deposited in any reserve earmarked for or anticipated
to be used for debt service on Outstanding Bonds, to the extent that such
deposits do not cause the total amount amount of such reserves, deposits,
and other excess Non-Exempt Reserves to exceed the limitations referred to
in Cc)(6) above for which adequate provision was made to obtain the
appropriate exemption;

(3) amounts deposited in a Depreciation Fund, Reserve for
Replacements, Operation and Maintenance Fund, or any other fund (however
designated) reasonably expected to be used for extensions, additions,
improvements, repairs, or replacements to the System, and not reasonably
expected to be used to pay debt service (even if pledged to be used to pay
debt service in the event of the unexpected Inadequacy of other funds
pledged for that purpose) of Outstanding Bonds.

If, and to the extent that any Non-Exempt Revenues are on deposit
and are available for investment, such funds shall be subject to the investment
limitation referred to in Section 303 above.

M, . Accordingly it is anticipated that there will be no limitation onthe permissible yield on investments made from the proceeds of the Current
Bonds or from the revenues of the System.

delivery of the Bonds, the Mayor and/orCity Treasurer is authorized to execute the appropriate certification with

ntfrnT r "Otters referred to above, setting out all known and contemplated facts (apart from legal conclusions) concerning such anticipated con-
struction, expenditures and investments, including the execution of necessary
nd/or desirable certifications of the type contemplated by the "Proposed

n ^Sulations," as amended, in order to assure that interest on theBonds will be exempt from all Federal income taxes and that the Bonds will not
be treated as arbitrage bonds.
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ARTICLE 4.

CREATION OF FUNDS.

SECTION 401. CREATION OF FUNDS.

The City covenants that beginning with the date of delivery of the
Bonds, and so long as any of the Bonds and any additional Parity Bonds are
issued and outstanding, all of the income and revenues of the System shall be
deposited to the credit of a separate and special account designated as the
"City of Wallins Creek Waterworks Revenue Fund" (the "Revenue Fund"), hereby
created, which Fund shall be maintained at the Depository Bank named above, and
said Fund shall be maintained and preserved so long as any of the Bonds are
outstanding. The Revenue Fund shall then be expended, used, and apportioned by
the City Treasurer, as follows:

A. Sinking Fund. At or after the time that the Bonds have been
delivered, there shall be transferred from the Construction Account an amount
sufficient (currently estimated at $20,000) to provide for capitalized interest
during the construction of the System, as approved by the Engineers and by the
FmHA, if and to the extent not theretofore expended in paying interest on
interim financing and if and to the extent then needed to pay interest during
the remaining period of construction of the System. Such amount so transferred
from the Construction Account, shall be deposited in the "City of Wallins Creek
Waterworks Revenue Bond and Interest Sinking Fund" (the "Sinking Fund"), hereby
created.

After the expiration of the month in which interest is last payable
out of the sum set aside into the Sinking Fund as capitalized interest, there
shall be transferred in each month from said Revenue' Fund and deposited into,
said Sinking Fund on or before the 20th day of each month, for payment of
interest on and principal of the Bonds, a sum equal to the total of the
following:

(1) An amount equal to one-sixth (or such larger amount as is
necessary) of the next succeeding six-month interest install
ment to become due on the bonds, plus

(2) Beginning in January, 1989, a sum equal to one-twelfth (or such
larger amount as is necessary) of the principal of any Bonds
maturing on the next succeeding January 1.

If the City for any reason shall fail to make any monthly deposits
as required, then an amount equal to the deficiency shall be set apart and
deposited into the Sinking Fund out of the first available revenues in the
ensuing month or months, which amount shall be in addition to the monthly
deposit otherwise required during such succeeding month or months. Whenever
there shall accumulate in the Sinking Fund amounts in excess of the require
ments during the next twelve months for paying the principal of and interest on
outstanding Bonds as same fall due, such excess may be used for redemption of
such Bonds prior to maturity, as set forth in Section 205 hereof.
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B. Monthly Payments of Principal and Interest So Long
£8 FmHA Holds or Insures All of the Bonds.

Citv Rhsn held or insured by the FmHA. the
S Lf ^ ' "^"^sted by the FmHA and/or by the Insured owner, make payments
L T . subsection Aabo^e. bei^^hrotal of the monthly principal and interest requirements on the Bonds, in
^nthly payments to said FmHA. or to the insured owner of the Bonds, ^ut of
said Sinking Fund; provided further that at the option of any other owner of
all of the Bonds, such payments shall similarly be made in monthly payments to
such other owner. j f j

c j Operation and Maintenance Reserve Fund. As specified inSection 301B(2) hereof, at or prior to the delivery of the Bonds there shall be
eposited into the Initial Operation and Maintenance Reserve Fund." hereby

created the sum of not less than $20,000 derived from connection charges.
Such Initial Operation and Maintenance Reserve Fund may be used by the Dis
trict. proportionately over the first five years of operation of the waterworks
System, upon appropriate certification by the Commission, when necessary, for
the purpose of (1) making payments of principal and interest on the Bonds if
the moneys on deposit in the Sinking Fund are not sufficient to make such
payments; (2) meeting the requirements of this Ordinance for operation and
maintenance of the System; and/or (3) making deposits to appropriate reserve
accounts. However, if an emergency condition should occur during the first

ve (5) years of operation of the System, upon appropriate certification of
the Commas ion and written consent by the FmHA. any funds remaining in such
Initial Operation and Maintenance Reserve Fund at that time, may be used for
the purpose of alleviating the emergency. At the end of such 5-year period
any sums remaining on deposit in such Initial Operation Reserve Fund shall be
transferred into the Depreciation Reserve Fund, hereinafter created, and used
or the same purposes as other sums in such Depreciation Reserve Fund.

•30WVN/ON and Maintenance Fund. As specified in Section301(b)U), at or prior to the delivery of the Bonds there shall be deposited
rh on Maintenance Fund, hereby created, the sum of not lessthan $10 000 (less any amounts thereof used for authorized purposes), derived

rom collected connection charges, to provide for the initial operation and
^intenance of the System. After the transfers required in subsection Aabove
have been made in each month, there shall next be transferred monthly from the
Revenue Fund, as and when revenues of the System are available in said Revenue
und. and deposited in the Operation and Maintenance Fund, sums sufficient to

current expenses-of operating and maintaining the System. The balance
maintained in said Fund shall not be in excess of the amount required to cove^
anticipated expenditures for a two-month period pursuant to the annual budget.

. p ^ Depreciation B^sej^ jW. After all of the transfers requiredParagraphs Aand D above have been made, there shall next be transferred
rom the Revenue Fund to the Depreciation Reserve Fund, hereinafter referred to

as the Reserve Fund, the sum of $150.00 each month until there is accumulated
in such Reserve Fund the sum of $18,000. after which no further deposits need
e made into such Fund except to replace withdrawals. In addition to such
onthly transfers from the Revenue Fund, there shall be deposited in said
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proceeds collected from potential customers (except the
amounts necessary to pay the actual costs of the respective meters and service

thrrr?°°f potential customers), to aid in the financing of
nlus rM rh " extensions, additions, and/or improvements to such Systemj
rpnl Jo H property damage insurance (not otherwise used toreplace damaged or destroyed property); and any such amounts or proceeds so

posited shall be used solely and only for the purposes intended.

Moneys in the Reserve Fund may be withdrawn and used by the Citv
upon appropriate certification by the Board, for the purpose of paying the cost
of unusual or extraordinary maintenance, repairs, renewals, and replacements

included in the annual budget of current expenses and/or paying the cost of
extensions, additions, and/or improvements to the System

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

All funds in said Sinking Fund and in said Reserve Fund shall be
eposited in the Depository Bank, or such portion of said amounts on deposit in

said respective Funds as is designated by the City Council shall be invested
for the benefit of such respective Funds in Certificates of Time Deposit
savings accounts, or U. S. obligations which may be converted readily into
cash, having a maturity date prior to the date when the sums invested will be
needed for meeting interest and/or principal payments, to mature or be called
provided that to the extent that any amounts on deposit in said Bank shall

deposits of the City in said Bank to exceed the amount insured
y he FDIC, such excess amount shall be continuously secured by a valid pledge

°^^^Sations, having an equivalent market value, in conformity with KRS
66.480. Investments in Certificates of Time Deposit may be made only if a
separate FmHA Form 402-4 Agreement is executed, if the FmHA has purchased any

I investments will be a part of the respective Funds from
w i proceeds invested are derived, and income from such investments willbe credited to such respective Funds. All investments shall be subject to the
applicable limitations set out in Section 303 above.

However, as is certified in Section 303 above, it is not reasonaly
anticipated that any amounts in the Depreciation Fund will be used to pay debt
service on any bonds.

Funds. Subject to the provisions for the disposition of
revenues of the System in subparagraphs A, D, and E of this

ction, which provisions are cumulative, and after paying or providing for the
subordinate obligation, tSre sLll be^tranJferred within sixty days after the end of each calendar year, the balance of

excess f^^ds in the Revenue Fund on such date to the Depreciation Reserve Fund
to be earmarked for the purpose of paying or financing the cost of future

improvements to the System, or, at the option of
y, such excess funds may be applied to the maximum extent feasible to

the prepayment of installments of outstanding Bonds. '
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article 5.

COVENANTS TO BONDHOLDERS

SECTION 501. RATES AND CHARGES.

All rates and charges for all services and facilities rendered by
the System shall be reasonable and just, taking into account and consideration
the cost and value of the System, the cost of maintaining, repairing, and
operating the same and the amounts necessary for the retirement of all Bonds
and the accruing interest on all Bonds, and there shall be charged such rates
and charges as shall be adequate to meet the requirements of this and Section
401 above.

City covenants that it will not reduce the rates and charges for
the services rendered by the System without first filing with the City Clerk a
certification of an Independent Consulting Engineer, as defined herein, to the
effect that the annual net revenues (defined as gross revenues less essential
operation and maintenance expenses) of the then existing System for the fiscal
year preceding the year in which such reduction is proposed, as such annual
revenues are adjusted, after taking into account the projected reduction in
revenues anticipated to result from any such proposed rate decrease, are equal
to not less than 120% of the annual debt service requirements for principal and
interest on all of the then outstanding bonds payable from the revenues of the
System, calculated in the manner specified in Section 604 hereof.

SECTION 502. BOOKS AND ACCOUNTS.

The City shall install and maintain proper records and accounts
relating to the operation of the System and its financial affairs; and the
owners of any of said Bonds, or their authorized representatives, shall have
the right at all reasonable times to inspect the facilities and all records,
accounts, and data relating thereto. An annual audit on a fiscal year basis
shall be made of the books and accounts pertinent to said System by a Certified
Public Accountant licensed in Kentucky. No later than sixty days after the
close of each calendar year, copies of such audit reports certified by such
Accountant shall be promptly mailed to the Government without request, so long
as the Government is the owner of any of the Bonds, and to any bondowner that
may have requested same in writing. Monthly operating reports shall be
furnished to the FmHA and to any bondowner requesting same, during the first
two years of operation and whenever and so long as the City is delinquent in
any of the covenants set out herein. Quarterly operating reports shall be
furnished to such parties at all other times.

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

While any Bonds are outstanding and unpaid and to the extent not now
prohibited by law, the System shall be operated and maintained on a fiscal year
basis commencing on July 1 of each year and ending on June 30 of each
succeeding year, which period shall also constitute the budget year for the
operation and maintenance of the System. Not later than 60 days after the
beginning of each fiscal year, beginning immediately after the issuance of
these Bonds, the City and the Commission agree to cause to be prepared a
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detailed statement of income and expenditure for the past year, a current
financial statement and a "Proposed Annual Budget of Current Expenses" of the
System for the then calendar year, itemized on the basis of monthly,require-
ments. Acopy of said "Proposed Annual Budget of Current Expenses" shall be
mailed to any bondowner who may request in writing a copy of such Budget and
to the Government without request if the Government is the owner of any of said
Bonds. If the owners of 50% in amount of the outstanding Bonds so request the
Commission shall hold an open hearing not later than thirty days before the
beginning of the ensuing fiscal year, at which time any bondowner may appear by
agent or attorney and may file written objections to such proposed budget.
Notice of the time and place of such hearing shall be mailed at least 15 days
prior to the hearing to each registered bondowner and to the Government.

The City and its Commission covenant that annually before the first
day of September, the annual budget of current expenses for the then current
fiscal year will be adopted substantially in accordance with the preliminary or
proposed annual budget, and no expenditures for operation and maintenance
expenses of said System in excess of the budget shall be made during such
fiscal year unless directed by said Commission by a specific ordinance duly
adopted.

SECTION 504. GENERAL COVENANTS.

The City through its Commission hereby covenants and agrees with the
holder or holders of the Bonds that;

(1) It will faithfully and punctually perform all duties with reference
to the System required by the Constitution and laws of the
Commonwelth of Kentuckyj

(2) It will make and collect reasonable and sufficient rates and charges
for services and facilities rendered by the System;

(3) It will segregate the revenues and income from the System and make
application thereof consistent with and as provided by this
Ordinance;

(A) Unless the written consent of the owners of a majority in amount of
the outstanding Bonds has been obtained, it agrees not to sell,
lease, mortgage, or in any manner dispose of any integral part'of
the System, including any and all appurtenances thereto and
extensions, additions, and/or improvements that may be made thereto
until all of said Bonds shall have been paid or provided for in
full; subject to the provisions of Section 608 hereof;

(5) It will maintain in good condition and continuously operate the
System and appurtenances thereto and will charge such rates and
charges for the services rendered thereby so that the gross income
and revenues of the System will be sufficient at all times to pay
the interest on and principal of the Bonds herein authorized and any
Parity Bonds as same become due, to pay the costs and expenses of
operating and maintaining the System, and to provide for an adequate
depreciation account.
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(6) It shall carry and maintain insurance on properties of the System
subject to loss or damage in amounts and against hazards substan
tially in accordance with the practices of other corporations which
own and maintain waterworks systems under similar conditions; and it
will, so long as the Government is the owner of any of such Bonds,
list the Government as a co-beneficiary on any such policy; and the
City shall further comply with all of the requirements of Section
506 hereof (involving insurance on motors, tanks, and structures).

SECTION 505. GENERAL COVENANTS APPLICABLE SO LONG AS FmHA
HOLDS ANY BONDS; LOAN RESOLUTION.

So long as the FmHA shall hold any of the Bonds, the City shall
comply with such regulations, requirements, and requests as shall be made by
the FmHA, including the furnishing of operating and other financial statements
in such form and substance and for such periods as may be requested by the
FmHA, the carrying of insurance of such types and in such amounts as the FmHA
may specify, with insurance carriers acceptable to the FmHA, and compliance
with all of the terms and conditions of the Loan Resolution (FmHA Form AA2-47)
adopted and executed by the City, which is hereby authorized, approved, rati
fied, and affirmed.

SECTION 506. INSURANCE OF MOTORS, TANKS, AND STRUCTURES.

The City shall at the time of final acceptance of the Construction
Project from the contractor(s), insure all electric motors, pumping stations,
and other major structures of the entire System, in an amount recommended by
the City's Engineers and approved by the FmHA, so long as the FmHA is the
holder of any Bonds, for the hazards usually covered in such area, and shall
similarly insure same in an amount recommended by the City's Engineers, without
the necessity of approval by the FmHA if and whenever the City has Bonds
outstanding against the System and such Bonds are not held by the FmHA.

ARTICLE 6.

STATUTORY MORTGAGE LIEN; INFERIOR BONDS AND PARITY BONDS.

SECTION 601. . STATUTORY MORTGAGE LIEN.

For the further protection of the holders of the Bonds, a first
statutory mortgage lien upon the System and all properties connected therewith,
and all appurtenances thereof and extensions thereto, is granted and created by
Section 106.080 of the Kentucky Revised Statutes and by this Ordinance, which
statutory mortgage lien is hereby recognized and declared to be valid and
inding upon the City and upon all of the properties constituting the System;

and said lien shall take effect immediately upon the delivery of the Bonds
authorized herein.
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SECTION 602. INFERIOR BONDS..

Inno Except as provided below in this Section, the City shall not, solong as any of the Current Bonds (and any bonds ranking on a parity) are out-
anding issue any additional bonds payable from the revenues of the System

^less the security and/or pledge of the revenues and statutory mortgagj lien
to secure such additional bonds is made inferior and subordinate in all
respects to the security of the Current Bonds and any Parity Bonds.

u ^ expressly reserves the right at any time or times to issueits bonds or other obligations payable from the revenues of the System and not
ranking on a basis of equality with the Current Bonds without any proof of
previous earnings or net revenues, provided the consent of the FmHA must be
o tained prior to the issuance of any inferior bonds so long as the FmHA holds
any of the Current Bonds or any Parity Bonds, and provided further that (after

e initial construction of the System) such inferior bonds may be issued only
for the purpose of providing for future extensions, additions, and/or improve
ments to the System, and only in express recognition of the priorities liens
and rights created and existing for the security, source of payment and
protection of the Current Bonds and any Parity Bonds; provided, further that
nothing in this Section is intended to restrict or shall be construed as a
restriction upon, the ordinary refunding of the Current Bonds and of such
Parity Bonds.

.section 603. PARITY BONDS TO COMPLETE THE CONSTRUCTION PROJECT.

hereby certifies, covenants, and agrees that in the event
at the costs of completion of the Construction Project, as hereinbefore

described, shall exceed the moneys available to the City from any and all
sources, the City shall have the right, if necessary, to provide for such
excess, and only such excess, through the issuance of Parity Bonds provided '
the City has complied with Section 604 below or has obtained a certification
from the Engineers to the effect that it is necessary to issue the desired
amount of additional Parity Bonds in order to enable the City to pay the cost
(not other^se provided) of the completion of the Construction Project and
provided the City has obtained (a) the consent of the Government, or (b) the
consent of the owners of three-fourths (3/4) in principal amount of the Current
Bonds outstanding, if the Current Bonds have been issued, sold, and delivered
and are not held by the Government.

SECTION PARITY BONDS TO FINANCE FUTURE EXTENSIONS, ADDITIONS
AND/OR IMPROVEMENTS; CONDITIONS OR SHOWINGS REQUIRED!

further reserves the right to add new waterworks and/or
rented auxiliary facilities and/or to finance future extensions, additions
and/or improvements to the System by the issuance of one or more additional'
series of bonds to be secured by a parity lien on and ratably payable from the

pr:vSdT' ^ -
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(1) That the facility or facilities to be constructed from th^
proceeds of the additional Parity Bonds is or are made a nart c ^
and its or their revenues are pledged as additional security for the addi^
tional Parity Bonds and the outstanding Current Bonds.

(2) The City is in compliance with all covenants and undertakines
in connection with the Current Bonds (and any Parity Bonds).

revenues (defined as gross revenues less essen-

^hfflSl maintenance expenses), of the then existing System forthe fiscal year preceding the year in which such Parity Bonds are to be
ssue , shall equal at least one hundred twenty percent (120Z) of theaverage debt service re,uire.e„ta for prirdpal aL InterL^ on all
utstanding bonds payable from the revenues of the System, including such

then oTt-ing plus the anticipated requirements of the additional Parity Bonds
then proposed to be issued. The calculation of average annual debt service
shall revard^* interest on the additional bonds to be issued
bond^ ^ f additional bonds are to be serial or term
Paritv B^d^ bT" principal of and interest on suchParity Bonds being payable in approximately equal annual installments.

"annual net revenues" referred to above may be adjusted for
the purpose of the foregoing computations to reflect:

(a) any revisions in the schedule of rates or charges being imposed
for the services of the System at the time of the issuance of
any such additional Parity Bonds, and

(b) any increase in the "annual net revenues" to be realized from
the proposed extensions, additions, and improvements to the
Syst^ being financed (in whole or in part) by such additional
Parity Bonds; provided all such adjustments shall be based upon
and included in a certification of an Independent Consulting
Engineer, as defined herein.

(5) Compliance with Section 604 (1) through (4) shall not be

^itterLn"'' Parity Bonds if the City has obtained thethe FmHA for the issuance of such Parity Bonds, if the
FmHA is the owner of all of the Current Bonds at the time of issuance of
such Parity Bonds; or the written consent of the owners of three-fourths in
amount of the then outstanding Current Bonds and any Parity BonL Pro-
vided that if the City obtains the written consent of the ownerf;! Ill
Illlnld'Jfjfprerequisite need becomplied with by the City in order to issue Parity Bonds.

7^^ additional Parity Bonds, the issuance of which is restricted and
income ^ Section, shall be understood to mean bonds payable from theIncce and ravenues of tha Systm on a parity with th. tha CurrL^ Bonds L
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any Parity Bonds, and shall not be deemed to include nor to prohibit the issu
ance of any other obligations, the security and source of payment of which is
subordinate and subject to the priority of the required payments into the
Sinking Fund maintained for the benefit of the Current Bonds.

SECTION 605. COVENANTS TO BE COMPLIED WITH AT TIME OF
ISSUANCE OF PARITY BONDS.

The City hereby covenants and agrees that in the event any addi
tional Parity Bonds are issued, the City shall;

(1) Adjust the monthly deposits into the Sinking Fund on the
same basis as that prescribed in the provisions establishing such
Fund, to reflect the average annual debt service requirements on the
additional Parity Bonds;

(2) Adjust the minimum annual amount to be deposited monthly
into the Depreciation Reserve Fund on the same basis as that
prescribed in the provisions establishing such Fund, taking into
account the future replacement costs of the facilities to be
constructed and acquired with the proceeds of such additional Parity
Bonds; and

(3) Make such additional Parity Bonds payable as to principal
on January 1 of each year in which principal falls due, and payable
as to interest on January 1 and July 1 of each year until the final
maturity of such Parity Bonds.

SECTION 606. PREPAYMENT PROVISIONS (CONDITIONS) APPLICABLE
TO PARITY BONDS.

If, in connection with any subsequently issued series of bonds
secured by a parity lien on the revenues of the System, it is provided that
excess revenues in the Revenue Fund shall be used to prepay bonds (or install
ments thereof) in advance of scheduled maturity, or if the City at its option
undertakes to prepay outstanding bonds in advance of scheduled maturity, it is
agreed and understood:

(a) That prepayment of bonds will be applied to each series of
bonds on an equal pro-rata basis (reflecting the proportion of
the original amount of each series of bonds outstanding at the
time of such call);

(b) That prepayment of bonds for each series of bonds will be in
accordance with the prepayment provisions of the respective
series of bonds. Provided, however, the City shall have the
right to prepay, subject to the prepayment provisions of the
respective series of bonds, any or all outstanding bonds which
may be prepaid at par prior to prepaying any bonds that are
prepayable at a premium.
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SECTION 607. CITY SHALL NOJ ISSUE ANY FUTURE BONDS OR
OBLIGATIONS AGAINST THE SYSTEM WITHOUT THE
WRITTEN CONSENT OF THE FmHA, SO LONG AS
FmHA HOLDS ANY BONDS AGAINST THE SYSTEM.

Notwithstanding any other provisions of this Ordinance, the Citv
agrees that so long as the FmHA holds any bonds outstanding against and/or
payable from the revenues of the System, the City will not issue any future
Bonds, Notes, or other obligations against, secured by, or payable from the
revenues of the System without the written consent of the FmHA.

SECTION 608. PRIORITY OF LIEN; PERMISSIBLE DISPOSITION OF
SURPLUS OR OBSOLETE FACILITIES; CONDITIONS.

The City covenants and agrees that so long as any of the Current
Bonds are outstanding, the City will not sell or otherwise dispose of any of
the facilities of the System, or any part thereof, and, except as provided for
above, the City will not create or permit to be created any charge or lien on
the revenues thereof ranking equal or prior to the charge or lien of the
Current Bonds. Notwithstanding the foregoing, the City may at any time
permanently abandon the use of, or sell at the fair market value, any part of
the facilities of the System, provided that:

(a) It is in compliance with all covenants and undertakings in
connection with all of the bonds then outstanding and payable
from the revenues of the System, and the Sinking Fund (and/or
Depreciation) Reserve(s), for such bonds has been fully
established.

(b) It will, in the event of any such sale, apply the proceeds to
either (1) redemption of outstanding bonds in accordance with
the provisions governing prepayment of bonds in advance of
maturity, or (2) replacement of the facility so disposed of by
another facility, the revenues of which shall be incorporated
into the System, as hereinbefore provided;

(c) It certifies, in good faith, prior to any abandonment of use,
that the facility or facilities to be abandoned are no longer
economically feasible of producing net revenues;

(d) It certifies, in good faith, that the estimated net revenues of
the remaining facilities of the System for the then next
succeeding fiscal year, plus the estimated net revenues of the
facility or facilities, if any, to be added to the System,
comply with the earnings requirements hereinbefore provided in
the provisions and conditions governing the issuance of
additional Parity Bonds; and

(e) Notwithstanding any other provisions hereof, so long as any of
the Bonds are held by the United States Government, the City
shall not dispose of its title to the System or to any part
thereof, without first obtaining the written consent of the
Government.
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article 7.

DEFAULT; CONSEQUENCES.

SECTION 701. EVENT OF DEFAULT.

part Of constitute an "avant of default" on the

principal of the Bonds uhen due and payable
either at maturity or by proceedings for redemption. '

(b) failure to pay any installment of interest on the Bonds

^erelfLr^""^ become due and payable or within 30 days
(c)

(e)

(f)

The failure to promptly repair, replace, or reconstruct
facilities of the System that have been damaged and/or
destroyed.

The entering of an order or decree with the consent or the
acquiescence of the City appointing a receiver of all or any
part of the System or any revenues thereof; or if such order or
decree shall have been entered without the acquiescence or
consent of the City, its failure to have the order vacated
discharged, or stayed on appeal within 60 days after entry!
The default by the City in the due or punctual performance of
any of the covenants, conditions, agreements, and provisions
contained in the Bonds or in this Ordinance.

SECTION 702. CONSEQUENCES OF ACT OF DEFAULT,

duties aud obLg^L'j'orthfclty^s set°frrtrher: '̂'' T

and ertbrsjrtri^the laws of the Commonwealth of Kentucky. urainance and with

V hereby agrees to transfer to any bona fide Receiver or

:p reedS-bru::jbr:r::fepL"c:i?re:-; ^r-Lror^brJiiy""LL':ri ^
r y of the Court. Upon the occurrence of an event of default the

Ordlnauce. ° tPaP™at>l. amount, consistent with the requirements of this
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ARTICLE 8.

CONTRACTUAL PROVISIONS; GRANT APPROVAL*
AND MISCELLANEOUS PROVISIONS.

SECTION this ORDINANCE CONTRACTUAL WITH BONDHOLDERS.

provisions of this Ordinance constitute a contract between the

All to 1-^ Commission and the owners of the Bonds as may be outstanding fromtime to time; and after the issuance of any of said Bonds, no change, altera-
n, or variation of any kind of the provisions of this Ordinance shall be

TonVA 17 an owner's rights except with the writtenconsent of all bondowners until such time as all of said Bonds and the interest
thereon have been paid in full or fully provided for; provided that the
Governing Body of the City may adopt any Ordinance for any purpose not
inconsistent ^th the terms of this Ordinance and which shall not impair the
security of the owners of the Bonds and/or for the purpose of curing any
ambiguity, or of curing, correcting, or supplementing any defective or incon
sistent provisions contained herein or in any ordinance or other proceedings
ocyt " hereto; and provided further that the owners of seventy-five percent
Au principal amount of the Bonds at any time outstanding shall have ther ght to consent to, and approve the adoption of ordinances, orders, resolu

tions, or other proceedings, modifying or amending any of the terms or provi
sions contained in this Ordinance, subject to the conditions (a) that this
Ordinance shall not be so modified in any manner that may adversely affect the
rights of any certain owners without similarly affecting the rights of all
owners of the Current Bonds (and any Parity Bonds) then outstanding, or to
reduce the percentage of the number of owners whose consent is required to
effect a further modification; and (b) no such change may be effected without
the consent of the FmHA so long as the FmRA owns any of the Current Bonds.

SECTION 802. ALL BONDS OF THIS ISSUE ARE EQUAL.

The Bonds authorized herein shall not be entitled to priority one
over the other in the application of the income and revenues of the System, or

the security for their payment, regardless of the time or times

tL H intention that there shall be no priority amongthe Bonds authorized by this Ordinance regardless of the fact they may be
actually issued and delivered at different times.

SECTION 803. CITY OBLIGATED TO REFUND BONDS HELD BY
.GOVERNMENT WHENEVER SAME IS FEASIBLE;
DEFEASEMENT PROHIBITED.

So long as the Government is the owner of any of the Bonds, if it
appears to the Government that the City is able to refund such Bonds, in whole

or rirr' ^ for such purposes from responsible cooperativeor private credit sources, or to sell bonds of the City in the open market at

nerior f 17^^ issues for similar purposes and
loan fL/or 1 ^ 77 7^^' Government, obtain such
till sufficient amount to repay the Govermnent, andtake all such action as may be required In connection with such loan.
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Also, so long as the Government is the owner of any of the Current
Bonds, the City shall not issue any bonds or other obligations for the purpose
of defeasing or otherwise terminating the lien of the Current Bonds, without
immediately prepaying all of the then outstanding Current Bonds.

SECTION 804. ALTERNATE STATUTORY AUTHORITY.

If it shall ever by held that the City did not have the authority to
issue the Bonds and/or to construct said waterworks System under the provisions
of KRS Chapter 106, then this Ordinance shall be deemed to hav been authorized
under the provisions of KRS 96.350 through 96.510, inclusive, with the Bonds
being secured by a statutory mortgage lien as provided in KRS 96.400.

SECTION 805. AUTHORIZATION OF THE USE OF CITY STREETS IN THE
CONSTRUCTION AND MAINTENANCE OF THE WATEROWRKS SYSTEM.

The use of all City streets, highways, alleys, and public ways for
the construction and maintenance of the waterworks System, is hereby author
ized, without the necessity of further permits, licenses, or other certifica
tions from the City.

SECTION 806. APPROVAL AND ACCEPTANCE OF FmHA GRANT AGREEMENT.

As set out in Section 104 hereof, the FmHA has agreed to make a
grant to the City in the amount of $709,600 to supplement the proceeds of the
Bonds in order to provide the total cost of the Construction Project, and in
that connection the FmHA has requested the City to execute a certain Grant
Agreement (FmHA Form 1942-31) setting out the terms and conditions upon which
said grant will be made. Said Grant Agreement is hereby approved, and the
Mayor and the City Clerk are authorized to accept and execute said Grant Agree
ment on behalf of the City. The Mayor and City Clerk are also authorized on
behalf of the City to accept any and all other grants offered to the City in
connection with the Construction Project and to execute any and all Grant Agree
ments and any other documents as may be requested by such agency in connection
with grant(s) which have been and/or which may hereafter be approved for such
Project, and/or any other agency which approves a grant to the City, with
reference thereto.

SECTION 807. AUTHORIZATION, RATIFICATION, AND CONFIRMATION OF
APPROVAL AND EXECUTION OF VARIOUS DOCUMENTS, INCLUDING
LEGAL SERVICES AGREEMENTS OF BOND COUNSEL AND LOCAL
COUNSEL; AGREEMENT FOR ENGINEERING SERVICES; LETTER OF

- INTENT TO MEET CONDITIONS OF LETTER OF CONDITIONS OF
FmHA; AND LOAN RESOLUTION.

The City Council of the City hereby authorizes, approves, ratifies,
and confirms the previous action of the officers of the City in approving and
executing various documents related to the financing of the Project, including
the following: ^
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(a) Legal Services Agreement with the firm of Rubin &Hays as Bond
Counsel.

(b) Legal Services Agreement with Robert Thomas as Local Counsel.

(c) Letter of Intent to Meet Conditions of FmHA Letter of
Conditions (FmHA Form A42-46).

(d) Loan Resolution (FmHA Form 442-47).

(e) Agreement for Engineering Services with Vaughn &Melton,
Consulting Engineers. *

SECTION 808. AUTHORIZATION OF CONDEMNATION TO ACQUIRE EASEMENTS
AND/OR SITES.

the event that (a) any necessary deeds of easement to allow water
line construction over the property of any property owner or (b) any necessary
deed to the necessary site of any water facility of the Project shall not be
obtained through negotiation within 10 days after the date of enactment of this
Ordinance and in the event that (1) such water lines cannot be located within
the right-of-way of the State and/or County road involved, and/or (2) such
water facilities cannot be located on a site already owned by the City, Local
Counsel employed by the City is hereby authorized and directed to file condemna
tion actions to obtain such necessary rights—of—way and/or sites forthwith,
without further authorization or direction from this Commission. Local Counsel
is further directed to follow the same condemnation procedure in the event that
it becomes necessary, through change orders, line extensions, and/or errors in
the location of property lines and/or property owners, to obtain additional
easements, rights—of—way, and/or sites for completion of the Project and
whenever the necessary deed of easement and/or deed to site is not obtained by
negotiation at least 20 days prior to the date on which construction is contem
plated in or on the respective easement, right-of-way, and/or site.

The City further approves the payment from the funds available
therefor (proceeds of Bonds, grant and/or other funds) allocated to the costs
of the System to pay any judgment, award, or compromise, determined by Local
Counsel with the acquiescence of this Commission, toward the costs of such
easements, rights-of-way, and/or sites, provided, in each instance, that the
payment of such funds to satisfy any judgment, award, or compromise, must first
be approved by the FmHA; and this Commission further determines that if and to
whatever extent the furids available from the proceeds of the Bonds, grant,
and/or other funds shall be inadequate to pay any judgment, award, or compro
mise amount for such easements, rights-of-way, and/or sites, or if the City is
unable to obtain the approval of the FmHA for such payments, the Commission
shall take all reasonably necessary actions to make such additional amount
available from all other available City resources.
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ARTICLE 9.
•

SALE OF BONDS.

SECTION 901. SALE OF BONDS.

The Bonds shall be offered publicly for sale upon the basis of
sealed, competitive bids at such time as the City Commission shall designate.

A suggested form of "Notice of Bond Sale", a suggested form of
Official Notice of Sale of Bonds", and a suggested form of "Bid Form", having

been prepared in advance by Rubin &Hays, Municipal Bond Attorneys, Louisville
Kentucky, and a suggested form of Statement of Essential Facts having been
prepared in advance by Vaughn &Melton Consulting Engineers, Middlesboro,
Kentucky, and all of such documents having been found to be in satisfactory
form, the same are hereby approved, and a copy of each is hereby ordered to be
filed in the records of the City Clerk with the Minutes of the meeting at which
this Ordinance is adopted. The Notice of Bond Sale shall be signed by the City
Clerk and may be used for the purpose of publishing notice of the sale of the
Bonds. Copies of such documents shall be furnished to any interested parties
who may request same.

In the event that there is no bid or that all bids are rejected, the
City may readvertise the sale pursuant to this Ordinance.

SECTION 902. POSSIBLE ADJUSTMENT IN DATE OF CURRENT BONDS,
MATURITIES, PREPAYMENT PROVISION, AND OTHER DATES,
WITH CONSENT OF PURCHASER IF DELIVERY IS DELAYED.

In the event that delivery of the Current Bonds authorized herein is
delayed for any reason until after January 1, 1989 (or January 1, 1990), the
name of the Bonds may, pursuant to Order adopted by the Governing Body of the
City, with the written consent of the purchaser of the Bonds, be changed to
"City of Wallins Creek Waterworks Revenue Bonds of 1989" (or "Bonds of 1990"),
with maturities, the applicable prepayment date, and all other dates being *
adjusted accordingly.
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ARTICLE 10.

CONCLDDING PROVISIONS.

SECTION 1001. COVENANT OF CITY TO TAKE ALL NECESSARY ACTION TO
ASSURE COMPLIANCE WITH INTERNAL REVENUE CODE.

In order to assure the purchaser (and any subsequent owner) of the
Current Bonds that such Current Bonds shall continue to be legal and that
Interest thereon will continue to be excludable from gross income for Federal
tax purposes and exempt from Kentucky income taxation, the City covenants to
and with the owners of the Current Bonds as follows:

(a) The City will (1) take all actions necessary to comply with the
provisions of the Code, necessary to assure that interest on the Current Bonds
will not be includable in gross income for Federal income tax purposes, (2) the
City will take no actions which will violate any of the provisions of the Code,
and (3) none of the proceeds of the Current Bonds will be used for any purpose
which will cause interest on the Current Bonds to become includable in gross
income for Federal income tax purposes.

(b) The City hereby designates the Current Bonds and any interim
financing as "qualified tax—exempt obligations" within the meaning of
Section 265(b)(3) of the Code, and the City hereby certifies that it does not
reasonably anticipate that the total principal amount of qualified tax-exempt
obligations which the City, or any subordinate entity of the City, will issue
during the calendar year in which the Current Bonds and/or such interim
financing are to be issued will exceed $10,000,000; also the City certifies
that these Bonds and any interim financing are not "private activity bonds"
within the meaning of the Code.

(c) The City hereby certifies that neither the City nor any
subordinate entity reasonably expects to issue more than $5,000,000 of tax-
exempt bonds (other than private activity bonds) during the calendar year in
which the Current Bonds are to be issued and that 95% or more of the net
proceeds of the Current Bonds are to be used for governmental activities of the
City.

(d) Although the City has certified that neither the City, nor any
subordinate entity of the City, reasonably expects to issue bonds or other
obligations as a local bond within the meaning of Section 103(a) of the Code in
a principal amount in excess of $5,000,000 during the calendar year in which
the Current Bonds and/or interim financing are to be issued, and that there
fore, the funds created herein are not subject to the "rebate requirements" on
excess earnings in favor of the United States of America imposed by
Section lA8(f) of the Code, the City covenants and agrees that in the event it
is subsequently determined by the City, upon the advice of nationally
recognized Bond Counsel, that the Construction Fund, or any other Fund estab
lished hereunder, is subject to said rebate requirements and does in fact
generate earnings from "non-purpose investments" in excess of the amount which
said investments would have earned at a rate equal to the "yield" on the
Current Bonds, plus any income attributable to such excess, there shall be
established a separate and special Fund with the Depository Bank or the
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Construction Account Depository, or both. If applicable, which Fund shall be
designated the "Excess Earnings and Rebate Fund", which shall be utilized for
the collection and payment of any excess generated from Investments and the
remittance thereof to the United States on or before five years from the date
of Issue, and once every five years thereafter until the final retirement of
the Current Bonds; the last Installment, to the extent required, to be made no
later than sixty days following the date on which funds sufficient for the
complete retirement of the Current Bonds are deposited with the Depository
Bank. The City further covenants to file any and all reports. If any, as may
be required to be filed with the United States Government, with regard to the
liability or non-llablllty of the City as to any such rebate requirements and
to maintain records In regard thereto for the period of time required by
applicable Treasury Regulations.

SECTION 1002. SEVERABILITY CLAUSE.

If any section, paragraph, clause, or provision of this Ordinance
shall be held Invalid, the Invalidity of such section, paragraph, clause, or
provision shall not affect any of the remaining provisions of this Ordinance.

SECTION 1003. ALL PROVISIONS IN CONFLICT REPEALED.

All motions, ordinances, resolutions, and orders, or parts thereof.
In conflict with the provisions of this Ordinance, are to the extent of such
conflict hereby repealed. It Is hereby specifically ordered and provided that
any proceedings heretofore taken for the Issuance of other Bonds of the City
payable or secured in any manner by all or any part of the Income and revenues
of said System or any part thereof, and which have not been heretofore Issued
and delivered, are hereby revoked and rescinded, and none of such other bonds
shall be Issued and delivered. If part hereof Is Invalid, the remainder shall
continue In effect. The City covenants to repeat any required procedure
previously taken Invalldly.

SECTION 1004. EFFECTIVE DATE OF ORDINANCE.

This Ordinance shall take effect and be effective ten days after Its
enactment In order to enable Notice of the enactment hereof to be published
pursuant to KRS 106.250.

Introduced and given first reading on Feb. 8th. , 1988.

Given second reading and enacted on Feb. 15th. , 1988.

Attest: Kayor ^

City Clerk

(Seal of City)
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CERTIFICATION

.-4 I, FREIDA BLANTON, hereby certify that 1 am the duly qualified and
Ordinance Is a true copy of an Ordinance given first reading at a meeting of
refld^°™™ ssion of said City duly held on February 8, 1988, and given second
me as CitrClIrk'af attested under Seal by
TehrLrt U ^llf^ properly convened meeting of said Commission held on
11/ r,7 ' f official records of said City in my custodyu er my control, that it has been ordered that the title and a certified
Sum^ry of said Ordinance be published as required by law, and that sS
Ordinance has been duly recorded in the official City Ordinance Book of said

11 certify that said meetings were duly held in accordancerequirements of Kentucky law, including KRS 61.810, 61.815,
« of &1-825, that a quorum was present at each of said meetings, thatsa d Ordinance has not been modified, amended, revoked, or repealed, and that

same is now in full force and effect.

o 1 TESTIMONY WHEREOF, witness my signature as City Clerk and theSeal of said City this ISthday of Feb. ^ 1988«

(Seal of Cltv'ifbeal of City)
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BOND RESOLUTION

RESOLUTION OF THE BLACK MOUNTAIN UTII^ITY DISTRICT' OF
HARLAN COUNTY, KENTUCKY, AUTHORIZING AND PROVIDING FOR
THE ISSUANCE AND SALE OF $472,000 PRINCIPAL AMOUNT OF
BLACK MOUNTAIN UTILITY DISTRICT WATER AND SEWER
REVENUE BONDS, SERIES 1998 FOR THE PURPOSE OF FINANCING
THE COST (NOT OTHERWISE PROVIDED) OF THE CONSTRUCTION
OF EXTENSIONS, ADDITIONS AND IMPROVEMENTS TO THE
EXISTING COMBINED AND CONSOLIDATED WATERWORKS AND
SEWER SYSTEM OF SAID DISTRICT; SETTING FORTH TERMS AND
CONDITIONS UPON WHICH SAID BONDS MAY BE ISSUED AND
OUTSTANDING; PROVIDING FORTHE COLLECTION, SEGREGATION
AND DISTRIBUTION OF THE REVENUES OF SAID COMBINED AND
CONSOLIDATED WATERWORKS AND SEWER SYSTEM; AND
PROVIDING FOR AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF
SAID BONDS.

WHEREAS, the combined and consolidated waterworks and sewer system (the "System")
of the Black Mountain Utility District (the "District") is owned and operated by said District
pursuant to Chapters 58 and 65 ofthe Kentucky Revised Statutes (the "Act"), and

WHEREAS, the District presently has outstanding certain Prior Bonds (as hereinafter
defined), which Prior Bonds are payable from and secured by apledge ofthe revenues derived from
the operation of the System, and

WHEREAS, all ofthe Prior Bonds presently outstanding are current as to payment ofboth
principal and interest, and for the security ofwhich acertain Sinking Fund and certain reserves are
being maintained in the manner and by the means prescribed in the Prior Bond Resolution (as
hereinafter defined) ofthe District, authorizing the Prior Bonds, and

WHEREAS, it is the desire and intent ofthe District at this time to authorize and provide for
the issuance ofrevenue bonds in the principal amount of $472,000 (the "Current Bonds"), for the
purpose offinancing the cost (not otherwise provided) ofthe construction ofextensions, additions
and improvements to the Systemofthe District, in accordance with plans and specifications prepared
by Quest Engineers, Inc. and to prescribe the covenants ofthe District, the rights ofBondowners and
the details of the issuance and sale of the proposed Current Bonds, and

WHEREAS, the District desires and intends that the Current Bonds be issued so as to rank
on a parity basis with the Prior Bonds, and



fh. n. "o^ by the Rural Development ofhe Department ofAgnculture of the United States ofAmerica (the "RD"), and

Certific^m,Ht r' Commission of Kentucky has granted to the District aCert ficate ofPublic Convemence and Necessity, authorizing the constraetion ofsaid extensions
additions and improvements, and

Wlffi^AS the proceeds ofthe Current Bonds will be supplemented by Grant Proceeds (as
hereinafter defined) in the amount of approximately $1,007,000, and by connection charges in the
amount of at least $34,400, to provide the total cost of such construction,

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE BLACK MOUNTAIN UTILITY DISTRICT OF HARLAN
COUNTY, KENTUCKY, AS FOLLOWS:



ARTICLE 1. DEFINITIONS; PURPOSE; AUTHORIZATION OF BONDS-
SECURITY.

Section 101. Definitions. As used in this Resolution, unless the context requires otherwise:

Act refers to Chapters 58 and 74 ofthe Kentucky Revised Statutes.

ARC Grant refers to the Appalachian Regional Commissiongrant described in Section 805
of this Resolution.

Beginning Month "refers to the month following the month in which the Current Bonds
authorized herein are issued, sold and delivered to the Purchaser thereof.

Bond Counsel refers to an attorney or firm of attorneys recognized nationally as experts
in the field ofmunicipal bond law and shall be deemed to refer to Rubin &Hays Louisville
Kentuclcy, or their successors.

"Bondowner"or "Owner" refer to registered Owners ofthe Current Bonds at the time issued
and outstanding hereunder.

Bonds collectively refers to the outstanding Current Bonds, Prior Bonds and the Paritv
Bonds.

"Bonds of1988" or "Series 1988 Bonds" refer to the outstanding Black Mountain Utility
District Water and Sewer Revenue Bonds of1988, dated March 25,1993, in the original authorized
principal amount of $150,000.

"Bonds of1994" or "Series 1994 Bonds" refer to the outstanding Black Mountain Utility
District Water and Sewer Revenue Bonds, Series 1994A and 1994B, dated December 15, 1994, in
the original authorized principal amount of $454,000.

"Bonds of1995" or "Series 1995 Bonds" refer to the outstanding Black Mountain Utility
District Water and Sewer Revenue Bonds, Series 1995A and 1995B, dated September 7, 1995, in
the original authorized principal amount of$432,000.

Bond Resolution of1988" or "1988 Bond Resolution" refer to the Resolution authorizing
the Bonds of1988, duly adopted by the Board ofCommissioners ofthe District on January 17,1989.

Bond Resolution of1994" or "1994 Bond Resolution" refer to the Resolution authorizing
the Bonds of1994, duly adopted by the Board ofCommissioners ofthe District on September 13
1994. ^

Bond Resolution of1995" or "1995 Bond Resolution" refer to the Resolution authorizing
the Bonds of 1995, duly adopted by the Board ofCommissioners of the District on May 16,1995.



Chairman"refers to the elected or appointed Chairman or Chairperson ofthe Commission.

"Code" refers to the Intemal Revenue Code of 1986, as amended, and the Treasury
Regulations relating thereto.

Commission"refers to the Board of Commissioners of the District, or such other body
shall be the governing body ofsaid District under the la>vs ofKentucky at any given time.

"Construction Account" x&krs to the Black Mountain Utility District Construction Account
created m Section 301(B) of this Current Bond Resolution.

"Contractors" refers to the general contractors who have been employed by the District to
construct the Project.

"Current Bond Resolution"or "Resolution"refer to this Resolution authorizing the Current
Bonds.

"Current Bonds"refers to the $472,000 ofBlack Mountain Utility District Water and Sewer
Revenue Bonds, Series 1998 authorized by this Resolution, to be dated as ofthe date ofissuance
thereof.

"Depository Bank" refers to the bank, which shall be amember ofthe FDIC, which bank is
Harlan National Bank, Harlan, Kentucky, or its successor.

"Depreciation Fund" refers to the Black Mountain Utility District Depreciation Reserve
Fund, described in Section 402 of this Resolution.

District refers to the Black Mountain Utility District ofHarlan County, Kentucky.

Engineers refers to the Engineers or any one of them, who prepared the plans and
specifications for the construction ofthe Project and who will supervise the construction thereof
and/or will furnish full time resident inspection of the construction of the Project, and shall be
deemed to refer to Quest Engineers, Inc., or amember ofsaid firm, or their successors.

"Event ofDefault" xeiexs to one or more ofthe Events ofDefault set forth in Section 701 of
this Resolution.

FDIC refers to the Federal Deposit Insurance Corporation, orits successors.

Fiscal Year refers to the annual accounting period of the District, beginning on January 1
and ending on December 31 of each year.

"Funds" refers to the Construction Account, the Revenue Fund, the Sinking Fund, the
Depreciation Fund and the Operation and MaintenanceFund.

as



"Government" refers lo the United States of America, or any agency thereof, including the
RD.

"Grant Proceeds" refers to the proceeds ofthe RD Grant and the ARC Grant.

"Independent Consulting Engineer" refers to aconsulting engineer or afirm ofconsulting
engineers ofrecogmzed excellent reputation in the field ofcombined and consolidated waterworks
and sewer system engineering, and such definition includes the Engineers named above.

"Interim Lender" refers to Kentucky Rural Water Finance Corporation, Bowling Green,
Kentucky, its successors or assigns; or any other financial institution or governmental agency
approved by the District.

"Local Counsel" refers to Mark R. Ford, Esq., Harlan, Kentucky, or any other attorney or
firm of attorneys designated by the District.

"Multiple Advances" refers to the advance of loan funds from the RD as described in
Section 302 of this Resolution.

"Note"refers to asingle note or any number ofnotes, in such form as may be prescribed by
the Interim Lender, including any revenue bond anticipation notes issued pursuant to Chapter 58 of
the Kentucky Revised Statutes, including any renewal or extensions ofthe Note, issued by the
District evidencing the interim financing for the Project as prescribed in Section 302 of this
Resolution.

"Operation andMaintenance Fund" refers to the Black Mountain Utility District Operation
and Maintenance Fund described in Section 401 of this Resolution.

"OutstandingBonds" refers to the outstanding Bonds, and does not refer to, nor include, any
Bonds for the payment of the principal and interest of which sufficient funds will have been
deposited and earmarked for payment ofBonds; provided all Outstanding Bonds ofany series held
by the RD shall be deemed to constitute Outstanding Bonds until paid regardless ofthe deposit of
funds to pay for same.

"Parity Bonds" refers to bonds which may be issued in the future which, pursuant to this
Resolution, rank on abasis ofparity with the outstanding Bonds, as to priority, security and source
ofpayment, and does not refer to bonds which might be issued so as to rank inferior to the security
and source of payment of theoutstanding Bonds.

"Prior Bonds" refers collectively to the Series 1988 Bonds, the Series 1994 Bonds and the
Series 1995 Bonds.

"Prior Bond Resolution" refers collectively to the 1988 Bond Resolution, the 1994 Bond
Resolution and the 1995 Bond Resolution.



specifically to the construction of the currently proposed extensions

ofAme™" '° Development ofthe Department ofAgriculture ofthe United States
"RD Grant" refers to the RD grant described in Section 804 of this Resolution.

"RequiredSignatures"xtiQrs to the signatures necessary to be obtained with reference to the
approval of he expenditures to be made from the Constmction Account, which required signatures
shall consist of the signatures of (1) the Chairman; (2) the Engineers; and (3) the PiShaser;
provided, however, any expenditures for issuance and administrative costs and the costs of any
equipment whch is not permanently affixed to the real estate shall not require the signature or the
approval of the Engineers. -i &

"Revenue Fund" refers to the Black Mountain Utility District Water and Sewer Revenue
Fund, descnbed in Section401 of this Resolution.

"Secretary" refers to the elected or appointed Secretary of the Commission.

"SinkingFund" refers to the BlackMountain Utility District Bond and InterestSinking Fund
descnbed in Section 401 of this Resolution.

"System"refers to the existing combined and consolidated waterworks and sewer system of
the Distnct, together with all extensions, additions and improvements to said System.

"Treasurer" refers to the elected or appointed Treasurer ofthe Commission.

US. Obligations" refers to bonds or notes which are the direct obligations of the United
States of^enca, or obligations the principal ofand interest on which are guaranteed by the United
States of Amenca.

All words and terms importing the singular number shall, where the context requires, import
the plural number and vice versa. Unless otherwise indicated, references to Articles or Sections
refers to those m this Resolution.

Section 102. Purpose. The Current Bonds shall be issued for the purpose of financing the
cost (not otherwi^se provided) of the Project, as set out in the plans and specifications prepared by
the Engineers. The Commission hereby declares the System ofthe District, including the extensions
a itions and improvements to be constructed, to constitute arevenue producing public project, and



said System shall continue to be owned, controlled, operated and maintained by the District as a
revenue producing public project pursuant to the Act, so long as any Bonds remain outstanding.

Section 103. Construction Award Approved: Work Authoriypd. The Commission
hereby authorizes, approves, ratifies and confirms its previous action in advertising for and taking
steps toward awarding the contracts for the construction ofthe Project to the lowest and best bidders,
and further approves the action of the District officials in entering into formal contracts with said
bidders, subject to the necessary approvals being obtained. Authority is hereby given for under
taking the construction ofthe Project according to the plans and specifications heretofore prepared
by the Engineers for the District, after all necessary approvals have been obtained.

Section 104. Declaration of Period ofUsefulness. The Commission hereby declares that
the period ofusefulness of the System is more than forty (40) years from the date ofcompletion of
the Project.

Section 105. Authorization ofBonds. The District has heretofore determined that the total
cost of the Project, including preliminary expenses, land and rights-of-way, engineering expense,
capitalized interest during construction, legal and administrative costs, publication costs, initial
deposits required and all incidental expenses, will not exceed $1,513,400. Therefore, it is hereby
determined to be necessary in order for the District to finance the cost (not otherwise provided) of
the Project that the District issue a total of $472,000 of Current Bonds, based on the following
calculation:

Total cost ofProject $1,513,400

Less:

RD Grant $707,000
ARC Grant 300,000
Connection Charges 34.400

Total Non-Bond Funds: d.041.400i

Balance to be fmanced by Current Bonds $472,000

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project,
under the provisions ofthe Act, there is hereby authorized to be issued and sold $472,000 principal
amount ofBlack Mountain Utihty District Water and Sewer Revenue Bonds, Series 1998.

The Current Bonds shall be dated as ofthe date ofdelivery to the Purchaser thereof; shall
bear interest from such date at such interest rate as may be fixed by supplemental resolution as a
result ofthe advertised sale and competitive bidding for such Current Bonds, as hereinafterprovided;
and shall be issuedand delivered as prescribed in Section 202 hereof.



, w, K '̂'oe°itio.. of Prfor Bo.i_ds, The District hereby expressly reeogruzes andactaowledges that the Distnct has previously created for the benefit and protection of
set forth™^b° P '" security rights relating to the System, all asset forth in the Pnor Bonds and in the Prior Bond Resolution.

R H *"• "" Ravenna. TU.
he°reinate sTforth'Tal b'̂ '̂ I","
Systetn, on a"«,le

,. . Section 108. I.ien on Contrarts. In addition to the revenue pledge securing the Bonds ahen IS hereby created and grrated in favor ofthe Bondowners on all contracts, and on all other rights
ofthe Distnct pertaining to the System, enforceable by assignment to any receiver or other operLr
proceedmgbyauthonty of any court.



ARTICLE 2. THE BONDS; BOND FORM; PREPAYMENT.

Section 201. Principal Payments Principal payments due on the Current Bonds shall be
as set forth mthe schedule of maturities set out in Exhibit Aattached to this Resolution and
incorporated herein.

Section 202. Issuance of Current Bonds: Bond Form. The Purchaser of the Current
Bonds at the public sale shall take delivery of the Current Bonds in the form of one or more folly
registered bonds, as set forth in Exhibit Battached hereto and incorporated herein, amounting in the
aggregate to the principal amount ofthe Current Bonds authorized herein, maturing as to principal
as set out in Section 201. The Current Bonds shall be numbered R-1 and consecutively upward
thereafter. Such Current Bonds shall, upon appropriate execution on behalf of the District as
prescnbed, constitute the entire bond issue herein authorized, shall be negotiable (subject to
registration requirements as to transferability), registered as to principal and interest and payable as
directed by the registered Owner.

Section 203. Place of Payment and Manner of Execution. Both principal ofand interest
on the Current Bonds shall be payable at the place and in the manner set out in the form ofsuch
Current Bond. The Current Bonds shall be executed on behalf of the District by the manual or
facsimile signature ofthe Chairman ofthe District, with the Corporate Seal ofthe District affixed
thereto and attested by the manual or facsimile signature of the Secretary of said District.

If either ofthe officers whose signatures appear on the Current Bonds ceases to be such
officer before delivery ofsaid Current Bonds, such signatures shall nevertheless be valid for all
purposes the same as ifsuch officers had remained in office until delivery.

Section 204. Provisions as to Prepayment, Except when all ofthe Current Bonds are held
by the Government, principal maturities falling due prior to January 1,2009, shall not be subject to
prepayment. Principal maturities falling due on and after January 1, 2009, shall be subject to
prepayment by the District on any interest payment date falling on and after January 1,2008, at par
plus accrued interest, without any prepayment penalty.

So long as all ofthe Current Bonds are owned by the Government, all or any of the Current
Bonds, or mamultiple of $100, may be prepaid at any time in inverse chronological order of the
principal maturities due, at par plus accrued interest without any prepayment penalty.

Notice ofsuch prepayment shall be given by certified mail to the Bondowner or his assignee,
at least 30 days prior to the date fixed for prepayment. Notice of such prepayment may be waived
with the written consent of the Bondowner.



ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING-
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS.

DcS^yi: ApplicnHon ofProceeds OfBon^therTransfersand Deposits The Treasurer, or such other District official as shall be designated by the
Commission, shall be the custodian of all funds belonging to and associated with thfsystm All
moneys mexcess ofthe amount insured by the FDIC in the Construction Account shall be secured

accordance with U. S. Treasury Department Circular No. 176. Theo icials of the Distnct entrusted with the receipt and disbursement of revenues of the System and

^ — ofno^rthan
!ha11 hlf? f A a\^ Fidelity BondshaU be effective and secured by asurety company approved by the RD so long as it is owner ofany
o eCurrent Bonds. The RD and the Distnct shall be named co-obligees in such Fidelity Bond and
the ^o^t thereof shall not be reduced without the written consent of the RD. Whenever sums in
the Funds shall exceed $85,000, the Fidelity Bond shall be increased accordingly as requested by
and with the approval of the RD. 5 q y

Purchases CurrentBonds. Itisacknowledgedthat all covenants herein with reference to the necessity for approval of the RD, the necessity of
0 serving RD regulations and procedures and the necessity ofusing RD forms (the "RD Forms")
shall apply only if the RD is the Purchaser of the Current Bonds and only so long as the RD holds
the Current Bonds thereafter. In the event that the RD shall not be the Purchaser of the Current
Bonds or, after purchasing same, shall sell or transfer the Current Bonds to an Owner who shall not
be the Government, all covenants herein with reference to the necessity for approval ofthe RD the
necessity ofobserving RD regulations and procedures, and the necessity of using RD Forms shall
not be applicable. '

, ^PP''cation of Proceeds of Current Bonds. The proceeds of the CurrentBonds shall be applied as follows:

(1) Payment of Interim Financing, Costs of Project and Costs of
hsuance. Simultaneously with the delivery of the Current Bonds, there shall immediately
be paid to the Intenm Lender (or the RD if Multiple Advances are made) an amount
sufficient to pay principal of and interest on any temporary loans borrowed by the District
manticipation of the sale and delivery of the Current Bonds and/or of the receipt ofGrant
Proceeds. Also, at the time ofdelivery ofthe Current Bonds, there shall be paid all amounts
men due and payable mconnection with the costs ofthe Project and in connection with the
issuance of the Current Bonds.

Construction Account. Ifand to the extent that the proceeds ofthe
urrent Bonds shall be in excess of the amount necessary to pay the interest, principal and

costs referred to in subparagraph B(l) ofthis Section, such excess amount shall immediately
be deposited in the "Black Mountain Utility District Construction Account" hereby created
which shall be established at the Depository Bank. There shall also be deposited in said
Construction Account the Grant Proceeds, as and when received, or said Grant Proceeds may
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eapplied, to the extent necessary, to liquidate or reduce any interim financing owed by the
istnct at the time ofreceipt ofGrant Proceeds. Simultaneously with orprior to the delivery

u deposited in the Construction Account the proceedsot the Distnct contributionmthe mimmum amount of$34,400 anv tt^^rgfofom
used for authorized purposes), to supplement the proceeds of the Current BondV^id GraJit
Proceeds morder to assure completion ofthe Project.

^i^lidrawal of Funds From Construction Account. Prior to theexpenditure by the District ofany moneys from the Construction Account, the District must
obtain wntten approval from the RD as to such expenditures, if the RD is the Owner ofanv
Outstanding Bonds. The proceeds ofsaid Construction Account shall be withdrawn only on
checks si^ed by the Chairman, the Treasurer (or by such other official ofthe District as may
be authorized by the Commission), provided such official shall be covered by the Fidelitv
Bond required by Section 301 of this Resolution, in payment for services and/or materials
supplied in connection with the Project, as evidenced by (1) aRequisition Certificate; and
(2) invoices and/or partial payment estimates bearing the written approval of the Engineers
and the Chairman (or by such other official of the District as may be authorized by the
Commission), and which invoices and/or partial payment estimates must have been reviewed
and approved for payment by the designated RD official.

Written approval or certification of the Engineers shall not be required for
matters not under the jurisdiction of the Engineers, such as legal fees, land acquisition and
related items.

During construction, the District shall disburse Construction Account fimds
in a manner consistent with RD Instruction 1942-A.

The District shall prepare and submit any and all RD Forms required by the
RD. Periodic audits ofthe District's Construction Account records shall be made by RD as
determined by it to be necessary.

(4) Transfer of Capitalized Interest to Sinking Fund. There shall be
transferred from the Construction Accomit an amount sufficient to provide for capitalized
interest (initially estimated at $25,000) during the construction of the Project, as approved
by the Engineers and by the RD. If and to the extent not theretofore expended in paying
interest on mtenm fmancing and ifand to the extent then needed to pay interest during the
remaining period of construction of the Project, such amount so transferred from the
Construction Account shall be deposited in the Sinking Fund.

(5) Investment of Funds in Construction Account. Pending
disbursement of amounts on deposit in the Construction Account, all such funds, or such
portion of said amounts on deposit in said Construction Account as is designated by the
Commission, shall be invested for the benefit ofsuch Construction Account mCertificates
ofDeposit, savings accounts or U.S. Obligations which may be converted readily into cash,
having amaturity date prior to the date when the sums invested will be needed for costs of
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Iv! .T""! by the Engineers, the Chairman and the RD) provided that to the
the n r ^ Depository Bank shall cause'the total deposits ofhe Distnct in said Depository Bank to exceed the amount insured by the FDIC the same
shall be continuously secured by avalid nled^e of U.S ObHfr^t'''̂ "':' v.o,,,"r.rT ' •mark^ value, in conformity with Section 66.480 of the Kentucky RevisL '̂S^rmte^

vestments in Certificates of Deposit may be made only if aseparate RD Form 402-4

r""'y» Certificates or
^ tnvestmeirts will be apart ofthe Construction Account,and income from such investments will be credited to the Construction Account. All such

rnvestments shall be subject to the limitations set out in Section 303 hereof.

Po , p »f Contractors, Errgineers and Attorneys as toyment. Pnor to the delivery of the Current Bonds, ifthe RD is the Purchaser of the
Current Bonds, the Distnct will be required to provide the RD with statements from the
Contractors, Engineers and attorneys for the District that they have been paid to date in
accordance with their contract or other agreements and, in the case of any Contractor, that
ehas paid his suppliers and subcontractors. Any exceptions must be authorized under RD

Instruction 1942-A.

inConstruction AccountAfter Completiono Project. When the Project has been completed and all construction costs have been paid
in frill, as certified by the Engineers for the District and/or by the RD, any balance then
remaining in the Construction Account may, with the consent of the RD, be applied to the
cost ofconstructing additional extensions, additions and improvements to the System (the
Additional Construction"). If such Additional Construction is to be undertaken by the

Contractors previously engaged in the Project, such Additional Construction may be
authonzed by a changeorder.

^ balance remaining in the Construction Account after suchitional Construction, such balance (subject to legal requirements as to possible refund
u balance derived from Grant Proceeds) shall be transferred tothe Sinking Fund, whereupon said Construction Account shall be closed. Such remaining

balance in the Construction Account so transferred to the Sinking Fund shall be used by the
Distnct immediately to prepay principal installments due on the Current Bonds in the inverse
order of matunties without prepayment penalty, provided further that any balance
insufficient to prepay at least $100 of the principal payment falling due in any year on the
Bonds will be transferred to theDepreciation Fund.

Section 302. Interim Financing Authorization.

. Interim Financing. The District shall use interim fmancing for the Projectdunng construction of that portion of the cost of the Project financed by the Current Bonds if
available at reasonable rates and terms.
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1, U .U • ofup to the aggregate sura of$472,000 frora the Interim Lender ishereby aufeonzed; and the Chairman is hereby authorized to execute the Note in the name and on
behalfof the District. Each advance under the Note shall evidence aloan by the Interim Lender to
the Distnct for services rendered and/or m-aterials supplied in connection with the Project as
evidenced by a Requisition Certificate. '

Interim financing shall be disbursed as follows:

(1) At the direction ofthe District, the Interim Lender shall disburse the
proceeds ofthe Note by cashier's checks directly to the parties entitled thereto as set forth in
the Requisition Certificate; or

(2) At the direction of the District, the Interim Lender shall deposit the
proceeds ofthe Note in the Construction Account, in which event amounts ofthe District on
deposit therein shall, until expended to the extent that same shall exceed the amount insured
by the FDIC, be fiilly secured by a pledge ofU.S. Obligations.

The aggregate ofthe principal amount ofall Notes shall not exceed $472,000. EachNote which is renewed or superseded shall be simultaneously cancelled by the Interim Lender and
transmitted to the Treasurer. The rate of interest applicable to each Note shall not exceed a
reasonable rate, which rate is subject to the approval ofthe RD.

The total authorized interim financing of $472,000 shall be the maximum
indebtedness which the District may owe at any one time to the Interim Lender for the purpose of
providing temporary construction financing for the Project; provided, however, that the District may
reduce the amount owed by the District to the Interim Lender from time to time as and when funds
are available to the District, whether derived from the proceeds ofthe Grant Proceeds, the proceeds
ofthesale oftheCurrent Bonds or otherwise, and may reborrow from the Interim Lender additional
amounts manticipation ofthe further receipt by the District ofadditional proceeds from the Current
Bonds and/or Grant Proceeds.

The District hereby covenants and agrees with the Interim Lender that upon the
issuance and delivery ofthe Current Bonds and/or the receipt ofsaid Grant Proceeds, the District
will apply the proceeds thereof, to whatever extent may be necessary, in payment ofthe principal
amount ofthe Note, together with accrued interest thereon to the date ofsuch payment; and the
proceeds ofthe Current Bonds and Grant Proceeds are hereby pledged therefor, and such pledge
shall constitute a first and prior charge against said proceeds.

Although the proceeds of the Current Bonds and Grant Proceeds are pledged to the
repayment ofsaid interim financing, it is recognized that the Grant Proceeds may be applied to the
extent required at the time of receipt of the Grant Proceeds, to the payment of costs of the Project
due and owing by the District at the time of receipt ofsuch Grant Proceeds, rather than to the
repayment of portions of the interim financing at that time. If and to the extent that the Grant
Proceeds are in excess ofany costs ofthe Project due and owing at the time ofreceipt thereof, such
Grant Proceeds may beapplied, in the same manner as set out hereinabove, to the reduction ofthe
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Zerfofe'SSiZh"'-,1" ^Sain be increased astheretofore. The Distnct ftirther pledges the revenues ofthe System to the repayment ofsaid interim
mancmg, subject to the vested nghts and priorities ofthe pledges securing the Outstanding Bonds.

It IS uriderstood that the foregoing constitutes an alternative method of obtainins
oTeZse"Z"!: Z authorization and sale, by public advertisement orotherwtse, ofbond anticipat.on notes and/or grant anticipation notes to the most favorable bidder on
the open market, by concurrent or subsequent proceedings ofthe District.

hv fh^ T?n tin Multiple Advances by RD. In the event the Current Bonds are purchasedby the RD ^d mthe event the Distnct is unable to obtain acommitment for interim financing for
the Project from any Intenm Lender at reasonable rates and terms, the Chairman is authorized to
request Multiple Advances of loanfimds from the RD.

^ Multiple Advances to the District pending the delivery ofeCunent Bonds, the Chairman is hereby authorized to execute in the name and on behalfof the
Distnct any number ofNotes. Each such Note, evidencing an advance of funds by the RD to the
Distnct, shall be in the form prescribed bythe RD.

™ ^hall beaccompanied by a RequisitionCertificate The Distnct will also furnish to the RD, prior to the receipt ofeach Multiple Advance
whatever additional documentationshallberequestedby the RD,includinganupdatedsupplementalfitle opimon of Local Counsel and an updated supplemental preliminary legal opinion of Bond
Counsel.

The proceeds of any Multiple Advances shall be either (i) disbursed directly to the
parties entitled thereto for services and/or materials supplied in connection with the Project; or
(ii) deposited into the Construction Account and disbursed in accordance with the provisions of

ection 301 hereof, in which event amounts on deposit in such Construction Account shall, until
expended, to the extent that same shall exceed the amount insured by the FDIC, be fully secured bv
a pledge ofU.S. Obligations.

1• , Aj proceeds of the Current Bonds are hereby pledged to the repayment of suchMultiple Advances, and such pledge shall constitute afirst and prior pledge against such proceeds.
The Distnct further pledges the revenues ofthe System to the repayment ofsaid Multiple Advances,
subject to the vested rights and priorities of the pledges securing the Outstanding Bonds.

Section 303. Arhitrape Limitations on Investment of Proceeds. The District covenants
and certifies, mcompliance with the Code, on the basis ofknown facts and reasonable expectations
on the date of adoption of this Resolution, that it is not expected that the proceeds of the Current
Bonds will be used in amanner which would cause the Current Bonds to be "arbitrage bonds" within
the rne^ing ofSection 148 ofthe Code. The District covenants to the Owners ofthe Current Bonds
that (1) the Distnct will make no use of the proceeds of said Current Bonds which, if such use had
been reasonably expected on the date of issue of such Current Bonds, would have caused such
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C^ent Bonds to be arbitrage bonds"; and (2) the District will comply with all ofthe requirements
of the Code to whatever extent is necessary to assure that the Current Bonds shall not be treated as
or constitute 'arbitrage bonds" and that the interest on the Bonds shall be excludable from gross
income for federal income tax purposes.

Prior to or at the time ofdelivery of the Current Bonds, the Chairman and/or the Treasurer
(who are jointly and severally charged with the responsibility for the issuance ofthe Current Bonds)
are authonzed to execute such certifications as shall be required by Bond Counsel, setting out all
known and contemplated facts concerning the anticipated construction, expenditures and
investments, including the execution of necessary and/or desirable certifications of the type
contemplated by Section 148 ofthe Code in order to assure that interest on the Current Bonds shall
be excludable from gross income for federal income tax purposes and that the Current Bonds will
not be treated as "arbitrage bonds".
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ARTICLE 4. FLOW OF FUNDS.

f ,, There was heretofore ereated in the Prior Bond Resolution thefollowing funds and accounts: ^c=>umiion me

(a) Black Mountain Utility District Water and Sewer Revenue Fund
(b) Black Mountain Utility District Bond and Interest Sinking Fund
(c) Black Mountain Utility District Depreciation Reserve Fund
(d) Black Mountain Utility District Operation and Maintenance Fund

Ml ofthe Funds shall be maintained with the Depository Bank so long as any Bonds remain
outstanding.

Section 402. Flow of Funds All proceedings preliminary to and in connection with the
issuance of the Outstanding Bonds, including provisions made for (i) the receipt, custody and
application ofthe proceeds ofthe Outstanding Bonds; (ii) the operation ofthe System on arevenue-
producing basis, (iii) the segregation, allocation and custody of the revenues derived from the
operation of the System; (iv) the enforcement and payment of the Outstanding Bonds and (v) the
depreciation ofthe System; and all other covenants for the benefit ofBondowners set out in the Prior
Bond Resolution, are hereby ratified and confirmed and shall continue in force and inure to the
security and benefit ofthe Outstanding Bonds, the same as ifsuch provisions and proceedings were
set out in full herein; provided, further, that after the issuance ofthe Current Bonds, the income and
revenues ofthe System shall be collected, segregated, accounted for and distributed as follows:

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

B. Sinking Fund. It is hereby recognized that the District is obligated upon the
issuance ofthe Current Bonds to provide for additional debt service requirements of the Cuirent
Bonds.

At or after the delivery of the Current Bonds, there shall be transferred from the
Construction Account to the Sinking Fund an amount sufficient to provide for capitalized interest
(initially estimated at $25,000) on the Current Bonds during the construction of the Project, if and
to the extent not theretofore expended in paying interest on interim financing and ifand to the extent
then needed to pay interest during the remaining period ofconstruction of the Project.

There shall be transferred from the Revenue Fund and deposited into the Sinking
Fund on or before the 20th day of each month, for payment of interest on and principal of the
Outstanding Bonds, a sum equal to the total ofthe following:
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(1) An amount equal to one-sixth (1/6) ofthe next sucoeeding six-month interest
payment to become due on the Bonds, plus

(2) Asum equal to one-twelfth (1/12) ofthe prineipal ofany Bonds maturing on
the next succeeding January 1.

If the Dis^ct for any reason shall fail to make any monthly deposit as required, then an
amount equal to the deficiency shall be set apart and deposited into the Sinking Fund out ofthe first
available revenues mthe ensuing months, which amount shall be in addition to the monthly deposit
otherwise required during such succeeding months. Whenever there shall accumulate in the SinkinR
Fmdfounts mexcess ofthe requirements during the next twelve months for paying the principal
of and interest due on the Outstanding Bonds, as same fall due, such excess may be used for
redemption or prepayment of any Outstanding Bonds, subject to the terms and conditions set forth
therein, pnor to maturity.

Pursuant tothe provisions ofthe Prior Bond Resolutionwhich requires that an adjustment be made in the Depreciation Fund upon the issuance of bonds
ranking on a panty with the Prior Bonds, it is hereby determined that upon the issuance of the
Current Bonds, and upon completion of the Project, as certified by the Engineers and by the RD,
there shall next be transferred from the Revenue Fund the sum ofat least $710 (increased from $490)
each month which shall be deposited into the Depreciation Fund until there is accumulated in such
Depreciation Fund the sum of at least $88,200 (increased from $61,800), which amount shall be
maintained, and when necessary, restored to said sum of$88,200, so long as any of the Bonds are
outstanding and unpaid.

As frirther security for tiie Bondowners and for the benefit ofthe District, it has been
and is hereby provided that in addition to the monthly transfers required to be made from the
Revenue Fund into the Depreciation Fund, there shall be deposited into said Depreciation Fund all
proceeds ofconnection fees collected from potential customers (except the amounts necessary to pay
the actual costs and service connections applicable to saidpotential customers) to aid in the financing
ofthe cost offuture extensions, additions and improvements to the System, plus the proceeds ofany
property damage insurance (not otherwise used to replace damaged or destroyed property); and any
such amounts or proceeds so deposited shall be used solely and only for the purposes intended.

Moneys in the Depreciation Fund may be withdrawn and used by the District, upon
appropnate certification ofthe Commission, for the purpose ofpaying the cost ofunusual or extra-
ordmary maintenance, repairs, renewals and replacements not included in the annual budget of
current expenses and/or of paying the costs of constructing future extensions, additions and
improvements to the System which will either enhance its revenue-producing capacity or will
provide ahigher degree of service, and when necessary, for the purpose of making payments of
principal and interest on the Bonds ifthe amount on deposit in the Sinking Fund is not sufficient to
make such payments.
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sa.d Oper:.rLanticipated System expenditures for atwo-month period pursuant to the District^s^^ual budg^"^

1 r?' T> Principal and Interest Payments if Requested bv the Rn «;nong as any of the Bonds are held or insured by the RD, the District shall, if requested by the RD

and revenues of the Sy!Zt fet fonh E pmvZtatZilZt'''ZX
paytng or provtd.ng for the paytnent ofdebt serviee on any subordinate obligations thL^M be
transferred, w.thtn s.xty days after the end ofeaeh fiscal year, the balance ofeZsZtds
Revenue Fuiid on such date, to the Depreciation Fund for application in accordance with the tenns
of this Resolutton or to the Sinlcing Fund to be applied to the maxitnunr extent feastb rtoT
prompt purchase or redemption ofOutstanding Bonds.

Allmonies in theSinkingFundmd the Deprecation Fund shall be deposited in the Depository Bank, or such portion thereofas is
esignated by the Commission. All monies in the Sinking Fund and the Depreciation Fund shall be

invested for the benefit ofsuch respective Funds in Certificates ofTime Deposit or savings accounts
of the Depository Bank or mU.S. Obligations which may be converted readily into cash having a
ma^ty date prior to the date when the sums invested will be needed for the purposes for which
such fimds my be expended, provided that to the extent that any amount ofthe District on deposit
mthe Dyository Bank shall cause the total deposits of the District in said Depository Bank to

Zd pXToru robl ''̂ '̂ ' FDIC, such excess amount shall be continuously secured by avalid P'«dS« of US Obligations, having an equivalent market value, in confoimity with
Section 66.480 ofthe Kentucky Revised Statutes.

nfr, > u ^ purchased any of the Outstanding Bonds, investments in CertificatesofDeposit may be made only ifaseparate RD Form 402-4 Agreement is executed. Any such invest-
nswill be apart of the respective Funds from which the proceeds invested are derived and

mcome from such investments will be credited to such respective Funds. All investments offimds

A tr tn pyments into the Funds shall be made on or before the twentieth (20th) day of
! iTbZaZb ^hall be aSaturday,Tunday orlegal holiday, then such payment shall be made on the next succeeding business day.

A I. uu ^ shall be kept apart from all other District fimdsand shall y deposited in the Depository Bank, and all such deposits which cause the aggregate of
all deposits of the Distnct therein to be in excess of the amount secured by FDIC, shaTc^^
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invested as herein authorized) be secured by asurety bond or bonds or by apledge of US
Obligations, having amarket value equivalent to such deposit.

The Treasurer shall keep appropriate records as to payment ofprincipal and interest
installments and as to payment ofprincipal ofand interest on any Bonds.

Section 403. Current Bonds on aParity with Prior RnnHv It is hereby certified and
declared that pnor to the issuance of any of the Current Bonds, there will have been procured and
filed with the District (i) aletter from the RD to the effect that the RD agrees to the issuance of the
Current Bonds ranking on aparity as to security and source ofpayment with the Prior Bonds, all of
which are owned by the RD, together with (ii) acertification signed by the RD to the effect that a
legend has been typed, stamped or otherwise affixed on each of the Prior Bonds held by the RD
evidencing the agreement of the RD as the then Owner ofthe Prior Bonds, to the issuance of the
Current Bonds so as to rank on aparity with the Prior Bonds, such legend to be in substantially the
following form:

The holder ofthis Bond has consented to the issuance of$472,000 of
Black Mountain Utility District Water and Sewer Revenue Bonds,
Series 1998 ranking on aparity as to security and source ofpayment
with this Bond.

Accordingly, it is hereby found and declared that the Current Bonds shall rank and be
payable on aparity with said outstanding Prior Bonds fi-om the gross income and revenues ofthe
System.
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ARTICLE 5. COVENANTS OF DISTRICT

. Section 501. Rate and rhiirges The District shall charge such rates and charges for all^mces and factht.es rendered by the Systetn, which rates and charges shall be rcasonaWeMtag
into account and consideration the cost and value of the System, the cost ofmaintaining, repairing
md operating same and the amounts necessaty for the payment of principal of and interest on

aden t"® "''"80 ^uch rates and charges as shall beadequate to meet the requirements ofArticles 4 and 5hereof.

The Distnct covenants that it will not reduce the rates and charges for the services rendered
by the System without first filing with the Secretary acertification of an Independent Consulting
Engineer that the annual net revenues (defined as gross revenues less operating expenses) ofthe then
existing System for the fiscal year preceding the year in which such reduction is proposed, as such
annual net revenues are adjusted, after taking into account the projected reduction in annual net
revenues anticipated to result from any such proposed rate decrease, are equal to not less than 120%
of the average annual debt service requirements for principal and interest on all of the then
Outstanding Bonds payable ftom the revenues ofthe System, calculated in the manner specified in
Section 603 hereof.

Section 502. Books and Accounts; Audit The District shall maintain proper records and
accounts relating to the operation of the System and the District's financial affairs- and the
Bondowners, or their authorized representatives, shall have the right at all reasonable' times to
inspect the facilities of the System and all records, accounts and data relating thereto. An annual
audit shall be made of the books and accounts pertinent to the System by a Certified Public
Accountant licensed in Kentucky. No later than ninety (90) days after the close ofeach Fiscal Year
copies ofsuch audit reports certified by such Certified Public Accountant shall be promptly mailed
to the RD without request, so long as the Government is the Owner ofany ofthe Bonds, and to any
Bondowner that may have made a written request for same.

Monthly operating reports shall be fiimished to the RD and to any Bondowner requesting
same, dunng the first two (2) years ofoperation after completion of the Project, and whenever and
so long as the District is delinquent in any of the covenants set out in the Prior Bond Resolution or
this Current Bond Resolution. Thereafter, quarterly operating reports shall be furnished at all other
times to the RD and to any Bondowner requesting the same.

Section 503. System to Continue to be Operated on Fiscal Yp^r Basis: Anni.ul RndoPt
mrle any of the Bonds are outstanding and unpaid, and to the extent permitted by law, the System
shall continue tobe operated and maintained ona Fiscal Year basis.

Not later than sixty (60) days before the end ofeach Fiscal Year, the District agrees to cause
to be prepared aproposed annual budget of operating expenses (the "Proposed Budget") of the
System for the then ensuing Fiscal Year, itemized on the basis ofmonthly requirements. Acopy of
said Proposed Budget shall be mailed to any Bondowner who may request in writing acopy ofsuch
Proposed Budget and to the RD without request, if the Government is the Owner of any of the
Bonds. •'
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or the purpose ofthe Proposed Budget, operating expenses shall include all reasonable and
necessary expenses ofoperating, repairing, maintaining and insuring the System, but shall exclude
depreciation and debt sei-vice payments. The District covenants that the operating expenses incurred
in ^y year will not exceed the reasonable and necessary amounts therefor, and that the District will
not expend any amount or incur any obligation for operation or maintenance and repair in excess of

expenses in the annual budget, except upon resolution by the
District that such expenses are necessary to operate and maintain the System.

Not later than sixty (60) days before the end ofeach Fiscal Year, the District shall prepare
an estimate of gross revenues to be derived from the operation of the System for said Fiscal Year,
and, to the extent that said gross revenues are insufficient (a) to pay debt service requirements on all
Outstanding Bonds during the ensuing Fiscal Year, (b) to accumulate and maintain all required
reserves enumerated herein and (c) to pay operating expenses, the District shall revise the rates and
charges sufficiently to provide the funds so required.

Ifthe Owners of at least 50% of the principal amount of the Outstanding Bonds, or the
Government so long as it is the Owner ofany ofsaid Outstanding Bonds, so request, the Commis
sion shall hold an open hearing not later than thirty (30) days before the beginning of the ensuing
Fiscal Year, at which time any Bondowner may appear by agent or attorney and may file written
objections to such proposed budget. Notice of the time and place of such hearing shall be mailed
at least fifteen (15) days prior to the hearing to each registered Bondowner and to the Government.

The District covenants that annually before the first day ofthe Fiscal Year, the annual budget
for the upcoming Fiscal Year will be adopted substantially in accordance with the Proposed Budget,
and that no expenditures for operation and maintenance expenses of the System in excess of the
budgeted amount shall be made during such Fiscal Year unless directed by said District by aspecific
resolution duly adopted.

Section 504. General Covenants. The District, through its Commission, hereby covenants
and agrees with the Owners of the Bonds that:

(1) It will faithfully and punctually perform all duties with reference to the
System required by the Constitution and laws of the Commonwealth of
Kentucky;

(2) It will make and collect reasonable and sufficient rates and charges for
services and facilities rendered by the System;

(3) It will segregate the revenues and income from the System and make
application thereof consistent with and as provided by this Resolution;

(4) Unless the written consent of the Owners of amajority of the principal
amount of the Outstanding Bonds has been obtained, the District agrees not
to sell, lease, mortgage or in any manner dispose of any integral part of the
System, including any and all appurtenances thereto and extensions, additions
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improvements that may be made thereto, until all of the Outstanding
Bonds shall have been paid or provided for in full, as provided herein- subject
to the provisions ofSection 607 hereof;

(5) It will maintain in good condition and continuously operate the System and
appurtenances thereto and will charge such rates and charges for the services
rendered thereby so that the gross income and revenues will be sufficient at
all times (i) to pay the interest on and principal of the Outstanding Bonds as
same become due; (ii) to pay the cost of operating and maintaining the
System; and (iii) to provide for an adequate depreciation account;

(6) It will carry and maintain insurance on properties of the System subject to
loss or damage in amounts and against hazards substantially in accordance
with the practices ofother districts, cities or corporations which own and
maintain combined and consolidated waterworks and sewer systems under
similar conditions; and so long as the Government is the Owner ofany ofthe
Outstanding Bonds, the Government will be listed as co-beneficiary on any
such policy; and the District shall further comply with the insurance
requirements ofSection 506 hereof(involving insurance on motors, tanks and
structures); and

(7) It will, pursuant to Section 96.394 of the Kentucky Revised Statutes and
other applicable legal provisions, cause rates and charges for sewer services
provided by the System to be billed simultaneously with rates and charges for
water service furnished to sewer customers by the System, and will provide
that water service will be discontinued to any premises where there is a
failure to pay any part of the aggregate charges so billed, including such
penalties and fees for disconnection and/or reconnection as be prescribed
fiom time to time.

Section 505. Other Covepants ApDlicahle So Long a.s RD Qwn.s Anv RnnH^ So long
as the RD shall own any of the Bonds, the District shall comply with such RD regulations
requirements and requests as shall be made by the RD, including the furnishing of operating and
other financial statements, in such form and substance and for such periods as may be requested by
the RD, the carrying of insurance ofsuch types and in such amounts as the RD may specify, with
insurance carriers acceptable to the RD and compliance with all of the terms and conditions of the
Loan Resolution (RD Form 1942-47) adopted and executed by the District, which is hereby
authorized, approved, ratified and confirmed.

Section 506. Insurance on Motors. Tanks and Structures. The District shall (a) im
mediately after the adoption ofthis Resolution and (b) at the time offinal acceptance ofthe Project,
insure all electric motors, elevated water storage tanks, pumping stations and major structures ofthe
System in an amount recommended by the Engineers and approved by the RD, so long as the RD
IS the Owner ofany of the Bonds, for the hazards usually covered in such area, and shall similarly
insure same in an amount recommended by the Engineers, without the necessity ofapproval by the

22



23



ARTICLE 6. INFERIOR BONDS AND PARITY BONDS

Section 601. Inferior Bonds. Except as hereinafter provided below in this Article, the
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from the
revenues ofthe System unless the security and/or pledge ofthe revenues and statutory mortgage lien
to secure such additional bonds are made inferior and subordinate in all respects to the security of
the Bonds.

The District expressly reserves the right at any time to issue its bonds or other obligations
payable from the revenues ofthe System and not ranking on aparity basis with the Current Bonds,
without any proof ofprevious earnings or net revenues, provided that the consent ofthe RD must
be obtained prior to the issuance ofany inferior bonds so long as the RD owns any ofthe Bonds, and
provided further that, after the initial completion of the Project, such inferior bonds may be issued
only for the puriDose ofproviding for future extensions, additions and improvements to the System,
and only in express recognition ofthe priorities, liens and rights created and existing for the security^
source of payment and protection of the Outstanding Bonds; provided further, that nothing in this
Section is intended to restrict or shall be construed as arestriction upon, the ordinary refunding all
or a portion of the Outstanding Bonds.

Section 602. Parity Bonds to Complete the Project. The District hereby certifies,
covenants and agrees that in the event that the cost ofcompletion of the construction ofthe Project
shall exceed the moneys available to the District from any and all sources, the District shall have the
right, ifnecessary, to provide for such excess, and only such excess, through the issuance ofParity
Bonds, provided the District has obtained a certification from the Engineers to the effect that it is
necessary to issue the desired amount ofParity Bonds in order to enable the District to pay the cost
(not otherwise provided) of the completion of the Project, and provided the District has complied
with the provisions of Section 603 below or has obtained:

(a) the consent ofthe RD if the Government isas the Owner ofthe Prior Bonds
at that time or the consent of any other Owners ofthe Prior Bonds, and

(b) the consent of(1) the RD ifthe Government is the purchaser ofthe Current
Bonds, or (2) the Owners of at least 75% of the principal amount of the
Current Bonds outstanding, if the Current Bonds have been issued, sold and
delivered and areheld by Owners other than the Government.

Section 603. Parity Bonds to FinanceFuture Improvements. The District reserved the
right and privilege, and does hereby reserve the right and privilege, ofissuing additional Parity
Bonds, but only under the conditions specified in the Current Bond Resolution, which conditions
are as follows:

TheDistrict further reserves the right toadd new combined and consolidated waterworks and
sewer facilities and/or to finance future extensions, additions and improvements to the System by
the issuance ofone or more additional series ofParity Bonds to be secured by aparity lien on and
ratably payable on aparity with the Current Bonds, from the revenues ofthe System, provided:
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(a) The facilities to be constructed from the proceeds of the additional Parity
Bonds are made apart of the System and their revenues are pledged as additional security
for the additional Parity Bonds and for the Outstanding Bonds.

(b) The District is in compliance with all covenants and undertakings in
connection with allof the Outstanding Bonds.

(c) The annual net revenues (defined as gross revenues less operating expenses),
of the then existing System for the Fiscal Year preceding the year in which such Parity
Bonds are to be issued, adjusted as hereinafter provided, shall be certified by an independent
Certified Public Accountant to be equal at least one hundred twenty percent (120%) ofthe
average annual debt service requirements for principal and interest on all Outstanding Bonds
payable from the revenues ofthe System, plus the anticipated debt service requirements of
any Parity Bonds then proposed to be issued. The calculation ofaverage annual debt service
requirements ofprincipal and interest on the additional Parity Bonds to be issued shall,
regardless of whether such additional Parity Bonds are to be serial or term bonds, be
determined on the basis ofthe principal of and interest on such Parity Bonds being payable
in approximately equal annual installments.

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

(1) any revisions in the System's schedule of rates or charges being
imposed on or before the time ofthe issuance ofany such additional Parity Bonds,
and

(2) any increase in the annual net revenues to be realized from the
proposed extensions, additions and improvements being financed (in whole or in
part) by such additional Parity Bonds;

provided all such adjustments shall be based upon and included in a certification of an
Independent Consulting Engineer.

(e) Compliance with Section 603(a) through (d) shall not be necessary for the
issuance ofParity Bonds ifthe District has obtained (1) the written consent ofthe RD for the
issuance ofsuch Parity Bonds, ifthe Government is the Owner ofany Bonds at the time of
issuance of such Parity Bonds; and (2) thewritten consent of theOwners of all of the then
outstanding Prior Bonds, and no other prerequisite need be complied with by the District in
order to issue Parity Bonds.

Section 604. Covenants to be Complied with at Time ofIssuance of Paritv Bonds. The
District hereby covenants and agrees that in the event any Parity Bonds are issued, the District shall:
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(a) Adjust the monthly amount to be deposited into the Sinking Fund on the same
asis as that prescribed in the provisions establishing such Sinking Fund to reflect the

average annual debt service requirements of the Parity Bonds;

(b) Adjust the minimum aimual amount to be deposited monthly into the
Deprecmtion Fund on the same basis as that prescribed in the provisions establishing such
Depreciation Fund, taking into account the future debt service requirements of all Bonds
which will then be outstanding against the System; and

(c) Make such Parity Bonds payable as to principal on January 1ofeach year in
which pnncipal falls due and payable as to interest on January 1and July 1ofeach year until
the final maturity ofsuch Parity Bonds.

Section 605. Prepayment Provisions Applicable to Parity Bond. If, in connection with
any subsequently issued senes ofParity Bonds, it is provided that excess revenues in the Revenue
Fund shall be used to prepay Outstanding Bonds in advance ofscheduled maturity, or ifthe District
at Its option undertakes to prepay Outstanding Bonds in advance ofscheduled matlirity, it is agreed
and understood, for so long as the Government owns any of the Outstanding Bonds, that no such
prepayment will beeffected without the approval ofthe RD.

. Section 606. CoDsent of the RD RegardinP Future Bonds. Notwithstanding any otherprovisions of this Resolution, the District agrees that so long as the Government owns any Out-
standmg Bonds against and/or payable from the revenues of the System, the District will not issue
any future bonds, notes or other obligations against, secured by or payable from the revenues ofthe
System without the written consent of the RD.

Section 607. Priority ofLien: Permissible Disposition ofSnrnlns orObsolete Facilitips.
The DisPict covenants and agrees that so long as any of the Prior Bonds and/or Bonds are
outstanding, the District will not sell or otherwise dispose ofany of the facilities of the System, or
any part thereof, and, except as provided above, the District will not create or permit to be created
any charge or hen on the revenues thereof ranking equal or prior to the charge or lien of the
Outstanding Bonds. Notwithstanding the foregoing, the District may at any time permanently
abandon the use of, or sell at fair market value, any part ofthe facilities ofthe System, provided that:

The District is in compliance with all covenants and undertakings in
connection with all ofthe Outstanding Bonds, and the required reserves for
such Outstanding Bonds will have been accumulated;

The District will, in the event of any such sale, apply the proceeds to either
(1) redemption of Outstanding Bonds in accordance with the provisions
governing prepayment ofbonds in advance ofmaturity; or (2) replacement
ofthe facility so disposed ofby another facility, the revenues ofwhich shall
be incorporated into the System, as hereinbefore provided;

(a)

(b)
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(c) The District certifies, in good faith, prior to any abandonment ofuse, that the
facilities to be abandoned are no longer economically feasible ofproducing
net revenues; and

(d) The District certifies, in good faith, that the estimated net revenues ofthe
remaining facilities ofthe System for the then next succeeding Fiscal Year,
plus the estimated net revenues ofthe facilities, if any, to be added to the
System, comply with the eamings requirements hereinbefore provided in the
provisions and conditions governing the issuance ofParity Bonds.

Notwithstanding any other provisions hereof, so long as any Bonds are held by the
Government, the District shall not dispose ofits title to the System or to any part thereof, without
first obtaining the written consent of the RD.
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ARTICLE 7. DEFAULT AND CONSEQUENCES

Section 701. Events of Default. The following items shall constitute an Event ofDefault
on the part of the District:

(a) The failure to pay principal ofthe Bonds as and when same shall become due
and payable, either at maturity or by proceedings for redemption.

(b) The failure to pay any installment ofinterest on the Bonds when the same
shall become due and payable or, ifany or all of the Outstanding Bonds are
owned bythe RD, within thirty (30) days thereafter.

(c) The default by the District in the due or punctual performance ofany ofthe
covenants, conditions, agreements and provisions contained in the Bonds, the
Prior Bond Resolution or in this Resolution.

(d) The failure to promptly repair, replace or reconstruct facilities ofthe System
that have been damaged and/or destroyed.

(e) The entering of any order or decree with the consent or the acquiescence of
the District, appointing a receiver of all or any part of the System or any
revenues thereof; or if such order or decree shall be entered without the
acquiescence or consent ofthe District, its failure to have the order vacated,
discharged or stayed on appeal within sixth (60) days after entry.

Section 702. Consequences of Event of Default. Any Owner of the Current Bonds may
enforce and compel the performance ofall duties and obligations ofthe District set forth herein.
Upon the occurrence ofan Event ofDefault, then upon the filing ofasuit by any Owner ofsaid the
Current Bonds, any court having jurisdiction ofthe action may appoint areceiver to administer said
System on behalfofthe District with power to charge and collect rates sufficient to provide for the
payment ofoperating and maintenance expenses and for the payment ofprincipal ofand interest on
the Outstanding Bonds and to provide and apply the income and revenues in conformity with this
Resolution and with the laws ofthe Commonwealth ofKentucky.

The District hereby agrees to transfer to any bona fide receiver or other subsequent operator
ofthe System, pursuant to any valid court order in aproceeding brought to enforce collection or
payment of the District's obligations, all contracts and other rights of the District pertaining to the
System, conditionally, for such time only as such receiver or operator shall operate by authority of
the court. Upon the occurrence ofan Event ofDefault, the Owner ofany ofthe Outstanding Bonds
may require the governing body ofthe District by appropriate order to raise the rates areasonable
amount consistent with the requirements of this Resolution.
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ARTICLE 8. CONTRACTUAL PROVISIONS; GRANT APPROVAL-
MISCELLANEOUS PROVISIONS.

gectjon 801. Resolution Contrarf^^ The provisions ofthis Resolution
constitute acontract between the District and its Commission and the Owners ofthe Current Bonds
as may be outstanding from time to time; and after the issuance of any of said Current Bonds no
c ange, alteration or vanation ofany kind of the provisions of this Resolution shall be made in any
manner which will affect an Owner's rights except as herein provided or except with the written
consent ofall Bondowners until such time as all ofthe Current Bonds and the interest thereon have
been paid mfull or fully provided for; provided that the Commission may adopt any resolution for
any purpose not inconsistent with the terms of this Resolution and which shall not impair the
secunty of the Owners of the Current Bonds and/or for the purpose ofcuring any ambiguity or of
cunng, correcting or supplementing any defective or inconsistent provisions contained herein or in
any resolution orother proceedings pertaining hereto.

It IS toher agreed that the Owners of75% in principal amount of the Current Bonds at any
time outstanding shall haye the right to consent to and approye the adoption ofresolutions or other
proceedings, modifying or amending any of the terms or provisions contained in this Resolution
subject to the conditions that (a) this Resolution shall not be so modified in any manner that may
adverse yaffect the nghts of the Owners of any of the Prior Bonds, nor in any manner that may
adversely affect the nghts of any certain Owners of the Outstanding Bonds without similarly
affecting the nghts of all Owners of such Outstanding Bonds, or to reduce the percentage of the
number ofOwners whose consent is required to effect afurther modification and (b) no such change
may be effected without the consent of the RD so long as the RD owns any of the Outstanding
Bonds. ^

^ Section 802. All Current Bonds are Equal The Current Bonds authorized herein shallnot be entitled to pnority one over the other in the application of the income and revenues of the
System, or with respect to the security for their payment, regardless of the time or times of their
issuance, it being the intention that there shall be no priority among any of the Current Bonds
regardless ofthe fact that they may be actually issued and delivered at different times.

Section 803. District Obligated to Refund Current Bonds Owned bv Government
Whenever Feasible; Defeasement Prohibited. So long as the Government is the Owner ofany of
the Current Bonds, ifit appears to the Government that the District is able to refund such Current
Bonds mwhole or in part, by obtaining aloan for such purposes from responsible cooperative or
pnvate credit sources, or to sell bonds of the District in the open market, at reasonable rates and
terms, for loans or bond issues for similar purposes and periods of time, the District will, upon
reqi^st of the Government, obtain such loan and/or issue such bonds in sufficient amount to repay
the Government and will take all such action as may be required in connection therewith.

In addition, so long as the Government is the Owner ofany ofthe Current Bonds, the District
shall not issue any bonds or other obligations for the purpose ofdefeasing or otherwise terminating
the hen of the Current Bonds without immediately prepaying all of the then outstanding Current
Bonds. °

29



, 80-«- Approval and Aci-cnfance ofRD r.rnn. The RD has agreed tomake agrant to the Distnct in the amount of$707,000 (the "RD Grant") to supplement theproceeds
of the Current Bonds morder to provide the total cost ofthe Project, and the RD has requested the
Distnct to approve, accept and execute RD Form 1942-31 (the "RD Grant Agreem-nf^ setting out
the terms and conditions upon which said RD Grant will be made. Said RD Grant A^eement is
hereby approved, and the Chairman and the Secretary are authorized to execute said RD Grant
Agreement on behalfof the District. The Chairman and Secretary are also authorized on behalfof
the Distnct to accept any and all other RD Grants offered to the District in connection with the
Project and to execute any and all RD Grant Agreements and any other documents as may be
requested by the RD in connection with RD Grants which have been and/or which may hereafter be
approved for such Project.

Section 805. Approval and Acceptance nf ARC Grant Apreement. The Appalachian
Regional Commission (the "ARC") has agreed to make a grant to the District in the amount of
$300,000 (the "ARC Grant") to supplement the proceeds of the Current Bonds in order to provide
the total cost ofthe Project, and the ARC has requested the District to approve, accept and execute
acertain ARC Grant Agreement (the "ARC Grant Agreement"), setting out the terms and conditions
upon which said ARC Grant will be made. Said ARC Grant Agreement is hereby approved, and the
Chairman and the Secretary are authorized to execute said ARC Grant Agreement on behalfof the
District. The Chairman and Secretary are also authorized on behalfofthe District to accept any and
all other ARC Grants offered to the District in connection with the Project and to execute any and
all ARC Grant Agreements and any other documents as may be requested by the ARC in connection
with ARC Grants which have been and/or which may hereafter be approved for such Project.

Section 806. Authorization. Ratification and Confirmation ofApproval and Execution
ofVarious Documents. The Commission hereby authorizes, approves, ratifies and confirms the
previous action ofthe officers ofthe District in approving and executing various documents related
to the financing of the Project, including the following:

(a) Legal Services Agreement with Bond Counsel.

(b) Legal Services Agreement with Local Counsel.

(c) Letter of Intent to Meet Conditions of RD Letter of Conditions (RD
Form 1942-46).

(d) Loan Resolution (RD Form 1942-47).

(e) Agreement for Engineering Services with the Engineers.

Section 807. Authorization ofCondemnation to Acquire Easements and/or Site.s. In
the event that (a) any necessary deeds of easement to allow construction ofthe Project over the
property ofany property owner or (b) any necessary deed to the necessary site ofany combined and
consolidated waterworks and sewer facility ofthe Project shall not be obtained through negotiation
within ten (10) days after the date of adoption of this Resolution and in the event that (1) such
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ofretl'"™r/r'fT'* 1™='' camo, be located within the right-of-way
andaewert™rZrh:tr:'.;r^^^^^^^^
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and/or Property owners, to obtain additional easements, rights-of-way and/or sites £
teTn mT T necessary deed is not obtained by negotiation at least
nJJjLTlrlT " "contemplated in the respective easement.

approves the payment from the funds available therefor allocated to theosts ofthe Project to pay any judgment award, or compromise, determined by Local Counsel with
theacquiescenceoftheCommission, toward thecostsofsuch easements, rightLfrw^^^^^^^provided, in each instmce, that the payment of such funds to satisfy any judgment award or
compromise must first be approved by the RD; and the Commission ftoher detei^nes'thrfand
to wha ever extent the hmds available from the proceeds of the financing contemSd WtWs

solution shall be inadequate to pay any judgment, award or compromise amount for such
easements, nghts-of-way and/or sites, or if the District is unable to obtain the approval of the RD

DisicfresSl^ci Commission, to make such additional amount available from all otheravailable
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ARTICLE 9. SALE OF CURRENT BONDS

Section 901. Sale ofCurrent Bonds. The Current Bonds shall be offered publicly for sale
upon the basis of sealed, competitive bids at such time as the Commission shall designate.

Asuggested form of"Notice ofBond Sale", asuggested form of"Official Notice ofSale of
Bonds and asuggested form of "Bid Form", having been prepared in advance by Bond Counsel,
and all of such documents having been found to be in satisfactory form, acopy of each is hereby
ordered to be filed in the records of the Secretary with the Minutes of the meeting at which this
Resolution is adopted. The Notice ofBond Sale shall be signed by the Secretary and may be used
for the purpose ofpublishing notice of the sale ofthe Current Bonds. Copies ofsuch documents
shall be furmshed to any interested parties who may request same.

In the event that there is no bid or that all bids are rejected, the District may readvertise the
sale pursuant to this Resolution.

Section 902. Adjustment inMaturities. Prepayment Provisions andOther Dates, with
Consent ofPurchaser ifDelivery is Delayed. In the event that delivery ofthe Current Bonds
authorized herein is delayed for any reason and the District, with the consent ofthe Purchaser ofthe
Current Bonds, determines it is in the District's best interest to change the maturities, the applicable
prepayment date or any other dates, the Distiict may adjust the same by a Resolution of the
Commissionapproving the adjustments.
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ARTICLE 10. CONCLUDING PROVISIONS

S '̂=''°°'°'"-Cove"antomisfrict'oTa','.A"'V.cessarvArtin..ToA.«„r.rnm...!..„„with the Code In order to assure the Owners ofthe Current Bonds that such Cuirent Bonds sha"u
contmue to be legal and that interest thereon will continue to be excludable from gross income for
federal income t^purposes and exempt from all Kentucky income taxation, the District covenants
to and with the Owners of the Current Bonds to take the following action:

f.u Distnct will (1) take all actions necessary to comply with the provisionsof the Code necessary to assure that interest on the Current Bonds will be excludable from
gross income for federal income tax purposes; (2) will take no actions which will violate any
of the provisions of the Code; and (3) not use the proceeds of the Current Bonds for any
puipose which will cause interest on the Current Bonds or on interim financing obligations
including, but not limited to the Note, issued pursuant to Section 302 hereof to become
includable in gross income for federal income tax purposes.

(b) District hereby certifies that it does not reasonably anticipate that the total
pnncipal amount of "qualified tax-exempt obligations" within the meaning of
Section 265(b)(3) of the Code which the District, or any subordinate entity of the District,

nnn Calendar year during which the Current Bonds are issued, will exceed$10,000,000; and therefore the District hereby designates the Current Bonds and all interim
financing obligations, including, but not limited to the Note, issued pursuant to Section 302
hereof as "qualified tax-exempt obligations".

(c) The District further certifies that the Current Bonds and any and all interim
financing obligations of the District are not "private activity bonds" within the meaning of
the Code.

(d) The District covenants and agrees to comply with the rebate requirements on
certain excess earmngs imposed by Section 148 ofthe Code, and in the event it is determined
by the District, upon the advice of Bond Counsel, that the Construction Account, or any
other Fund established hereunder, is subject to said rebate requirements and does in fact
pnerate earmngs from "non-purpose investments" in excess of the amount which said
investments would have earned at arate equal to the "yield" on the Current Bonds, plus any
income attributable to such excess, there shall be established aseparate and special fund with
the Depository Bank, which fund shall be designated the "Excess Earnings and Rebate
Fund ,which shall be utilized for the collection and payment ofany excess generated from
investments and the remittance thereof to the United States ofAmerica on or before the
anmversary ofthe fifth (5th) year from the date ofthe Current Bonds, and once every five (5)
years thereafter until the final retirement of the Current Bonds; the last installment, to the
extent required, to be made no later than sixty (60) days following the date on which funds
sufficie^for the complete retirement of the Current Bonds are deposited with any escrow

District further covenants to file any and all reports, if any, as may be required
to be filed with the Government with regard to the liability or non-liability ofthe District as
to any such rebate requirements and to maintain records in regard thereto for the period of
time required byapplicable Treasury regulations.
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Section 1002. Severability Clause. Ifany section, paragraph, clause or provision of this
Resolution shall be held invalid, the invalidity ofsuch section, paragraph, clause or provision shall
not affect any ofthe remaining provisions ofthis Resolution, which shall continue in full force and
effect.

Section 1003. All Provisions in Conflict Repealed. All motions, resolutions and orders,
or parts thereof, in conflict with the provisions ofthis Resolution, are to the extent ofsuch conflict
hereby repealed. It is hereby specifically ordered and provided that any proceedings heretofore taken
for the issuance ofother bonds of the District payable or secured in any manner by all or any part
ofthe income and revenues ofsaid System or any part thereof, and which have not been heretofore
issued and delivered, are hereby revoked and rescinded, and none ofsuch other bonds shall be issued
and delivered. The District covenants to correct by appropriate proceedings any required procedure
previously taken invalidly.

• Section 1004. Effective Immediatelv Upon Adoption. This Resolution shall take effect
and be effective immediately upon its adoption.

Adopted this June 9, 1998.

BLACK MOUNTAIN UTILITY DISTRICT

Secretary
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(Seal ofDistrict)

Attest;



CERTIFICATION

^^ qualified and acting Secretary ofthe BlackMountam Utility Distnct of Harlan County, Kentucky, and that the foregoing Resolution is atrue
copy ofaResolution duly adopted by the Board of Commissioners of said District, signed by the
Chairm^ofsaid District and attested under Seal by me as Secretary, at aproperly convened meeting
of said Board of Commissioners held on June 9, 1998, as shown by the official records of said
District in my custody and under mycontrol.

I further certify that said meeting was duly held in accordance with all applicable
requirements of Kentucky law, including KRS 61.810, 61.815, 61.820 and 61.825, that aquorum
was present at said meeting, that said Resolution has not been modified, amended, revoked or
repealed, and that same is now in full force and effect.

IN TES riMONY WHEREOF, witness my signature as Secretary and the official Seal ofthe
Distnct this June 9, 1998. n

ScCTetary ^
(Seal ofDistrict)
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EXHIBIT B

(FORM OF FULLY REGISTERED BOND)

UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY

COUNTY OF HARLAN
BLACK MOUNTAIN UTILITY DISTRICT

WATER AND SEWER REVENUE BONDS, SERIES 1998

No. R- Interest Rate: %

KNOW ALL MEN BY THESE PRESENTS:

That the Black Mountain Utility District (the ••District"), acting by and through its Board of
Commissioners (the "Commission"), apublic body corporate in Harlan County, Kentucky for value
received, hereby promises to payto

the registered owner hereof, or to its registered assigns, solely from the fund hereinafter identified
the sum of '

DOLLARS ($ ),

on the first day of January, in years and installments as follows:

Principal Year Principal Year Principal

[Here the printer of the Current Bond will print the maturities of the Current Bonds purchased by
the registered Owner]

and mlike manner, solely from said fund, to pay interest on the balance ofsaid principal sum from
time to time remaimng unpaid, at the Interest Rate specified above, semiannually on the first days
ofJanuary and July meach year, beginning with the first January or July after the date ofthis Bond,
until said sum is paid, except as the provisions hereinafter set forth with respect to prepayment may
be and become applicable hereto, both principal and interest being payable, without deduction for
exchange or collection charges, in lawful money ofthe United States ofAmerica, at the address of
theregistered owner shovm onthe registration book of theDistrict.



in full compliance with the Constitution and
Statutes ofthe Commonwealth ofKentucky, including Chapters 58 and 74 ofthe Kentucky Revised
Statutes (collectively the "Act"), and pursuant to aduly adopted Bond Resolution of the District
authonzmg same (the "Current Bond Resolution"), to which Current Bond Resolution reference is
hereby made for adescription ofthe nature and extent ofthe security thereby created, the rights and
Iraiitetions of rights of the registered owner of this Bond, and the rights, obligations and duties of
the Distnct, for the purpose of financing the cost (not otherwise provided) of the construction of
extensions, additions and improvements to the existing combined and consolidated waterworks and
sewer system ofthe District (said existing combined and consolidated waterworks and sewer system,
together with said extensions, additions and improvements, being hereinafter referred to as the
"System").

This Bond ranks on aparity as to security and source ofpayment with certain outstanding
(i) BlackMountain Utility District Water and Sewer Revenue Bonds of 1988, dated March 25,1993
(the "Bonds of1988"), authorized by aResolution adopted by the Commission ofthe District on
January 17, 1989 (the "1988 Bond Resolution"); (ii) Black Mountain Utility District Water and
Sewer Revenue Bonds, Series 1994A and 1994B, dated December 15,1994 (the "Bonds of 1994"),
authorized by aResolution adopted by the Commission of the District on September 13,1994 (the
"1994 Bond Resolution"); and (iii) Black Mountain Utility District Water and Sewer Revenue
Bonds, Series 1995A and 1995B, dated September 7,1995 (the "Bonds of 1995"), authorized by a
Resolution adopted by the Commission of the District on May 16, 1995 (the "1995 Bond
Resolution");[hereinafter the Bonds of1988, Bonds of1994 and Bonds of1995 shall be collectively
referred to as the "Prior Bonds", and the 1988 Bond Resolution, the 1994 Bond Resolution and the
1995 Bond Resolution shall be collectively referred to as the "Prior Bond Resolution"].
Accordingly, this Bond, together with any bonds ranking on aparity herewith, is payable from and
secured on afirst lien basis by apledge ofthe gross revenues to be derived from the operation ofthe
System.

This Bond has been issued in full compliance with the Current BondResolution and the Prior
Bond Resolution; and this Bond, and any bonds ranking on aparity therewith that may be issued and
outstanding under the conditions and restrictions ofthe Current Bond Resolution and the Prior Bond
Resolution, are and will continue to be payable from revenues which shall be set aside in afund for
that purpose and identified as the "BlackMountain Utility District Bond and Interest Sinking Fund",
created in the Prior Bond Resolution.

This Bond does not constitute an indebtedness of the District within the meaning of any
constitutional or statutory provisions or limitations and is payable solely out ofthe revenues ofthe
System. As provided mthe Current Bond Resolution, the District covenants that so long as any of
the Prior Bonds and/or this Bond, are outstanding, the System will be continuously owned and
operated by the District as a revenue producing public undertaking within the meaning of the
aforesaid Act for the security and source ofpayment of the Prior Bonds and ofthis Bond, and that
the District will fix, and if necessary adjust, from time to time, such rates for the services and
facilities of the System and will collect and account for the revenues therefrom sufficient to pay
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p "P«y toe pnncipal ofand interest on the Prior Bonds, this Bond and all other bonds ranking on
apanty thcremth ^ may be outstanding from time to time, to pay the eost of operation and
maintenance ofthe System and to provide for the depreciation thereof

The District has reserved the right to issue additional bonds ranking on aparity as to security
and source of payment with this Bond in order to complete the Proj^t, and to financrS
extensions, additions and improvements to the System, provided the necessary requirements ofthe
Current Bond Resolution have been complied with by the District.

to interest in the name ofthe owner hereof,after which it shall be transferable only upon presentation to the Secretary ofthe District as the Bond
Registrar, with awntten transfer duly acknowledged by the registered owner or his duly authorized
attorney, which transfer shall be noted upon this Bond and upon the book ofthe District kept for that

n T ^ prepay, on any interest payment date on andafter January 1,2008 in inverse chronological order ofthe installments due on this Bond, the entire
pnncipd amount of this Bond then remaining unpaid, or such lesser portion thereof, in amultiple
of One Hundred Dollars ($100), as the District may determine, at aprice in an amount equivalL
to the pnncipal amount to be prepaid plus accrued interest to the date ofprepayment, without any
prepayment premi^. Notice ofsuch prepayment shall be given by registered mail to the registered
o™ of this Bond or his assignee, at least 30 days prior to the date fixed for prepayment. Notice
ofsuch prepayment may be waived with the written consent of the registered owner of this Bond.

So long as the registered owner ofthis Bond is the United States ofAmerica, or any agency
ereof, the entire principal amount of this Bond, or installments in multiples of $100, may be

prepaid at any time minverse chronological order ofthe installments due.

r 1 default mthe payment of any principal or interest payment on this Bond, or uponfmlure by the Distnct to comply with any other provision of this Bond or with any provision ofthe
Current Bond Resolution, the registered owner may, at his option, institute all rights and remedies
provided by lawor by said Current BondResolution.

It IS hereby certified, recited and declared that all acts, conditions and things required to exist
happen and be perfomed precedent to and in the issuance ofthis Bond, do exist, have happened and
have been perfomed in due time, form and manner as required by law, and that the face amount of
^s Bond, together with all other obligations of the District, does not exceed any limit prescribed
by the Constitution or Statutes of the Commonwealth ofKentucky.
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IN WnmsS WHEREOF said Black Mountain Utility District, by its Board of
Co^ssxoners has caused this Bond to be executed by its Chainnan, its Corporate seal to be
hereunto affixed, and attested by its Secretary, on the date of this Bond, which is

BLACK MOUNTAIN UTILITY DISTRICT
Harlan County, Kentucky

By_

Attest:

Secretary

(Seal ofDistrict)

PROVISION FOR REGISTRATION

This Bond shall be registered on the registration book of the District kept for that purpose
by the Secretary, as Bond Registrar, upon presentation hereof to said Secretary who shall make
notation of such registration in the registration blank, and this Bond may thereafter be transferred
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to be
made on said book and endorsed hereon.
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Date of

Registration

ASSIGNMENT

Name of

Registered Owner
Signature

ofBond Registrar

For value received, this Bond is hereby assigned, without recourse and subject to all of its
terms and conditions, unto ^this day of

By:_
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EXHIBIT C

REQUISITION CERTIFICATE

Re: BlackMountainUtilityDistrict Water and SewerRevenue Bonds, Series 1998, in the
amount of $472,000

The undersigned hereby certifyas follows:

1. That they are the signatories required for construction and/or adrninistrative draws
pursuant to the Bond Resolution adopted by the Black Mountain Utility District (the "District") of
Harlan County, Kentucky.

2. That the named firms and/or persons set forth on Exhibit Aattached hereto are now
entitled to the aggregate sum of $ , itemized as set forth in said Exhibit Aand as per
approved invoices attached hereto:

3. That upon said amount being lent to said District and/or obtained by said District
firom the proceeds ofthe Current Bonds and/or other sources, the undersigned approve such expen
diture and the payment ofsaid amoimts to said firms and/or persons, either directly or jfiom amounts
deposit in the "Black Mountain Utility District Construction Account", at the Harlan
National Bank, Harlan, Kentucky.

4. That we hereby certify that we have carefuUy inspected the work and, as aresult of
our inspection and to the best ofour knowledge and belief, the amounts shown in this Requisition
Certificate are correct and the work has been performed in accordance with the agreements between
theDistrict andthe parties requesting payment.

IN TESTIMONY WHEREOF, witness the signature ofthe undersigned, this day of
, 19 .

BLACK MOUNTAIN UTILITY DISTRICT QUEST ENGINEERS, INC.

By By.
Chairman Registered Professional Engineer

Stateof Kentucky No.

Approved on Approved on_

RuralDevelopment Amount expended heretofore $

By Amount approved herein
Authorized RD Official

Approved on
Total
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Name of Entitv/Persnn
Amount

a

a



ENCLOSE THIS STUB
WHEN PAYING BY MAIL
FOR PROPER CREDIT

NOT RESPONSIBLE
FOR MAIL DELIVERY

Proposed Rate Increase Noliec Typo Correction

The Public Notice announcinji tlie proposed riitc
incrensc rcccnily published in the Marian Dully
Enterprise guvc the wrong post office box number ifer
submiriing any coinmcnLs on ihc proposed rates via
mail to the Public Service Commission, Tfic con-cct
address Is: Public .Service Commission.)'.(). Rox i
615,] i'ankrort.KY 40602. The Public .Service i,.
Coniml.ssjon i.s siill ciirrenily accepting coinmcnis.

CODES: V;T = WATER
SWR SEWER

GS = GAS

UC (USAGE CODES):
E = ESTIMATED
M = METER CHANGE

^
APPOOVep I3Y STATE BOARD OF aCCOUMT.$T

?!?
n.

.-Tr-


