Luxon, PATTERSON @ Himes, pLLC

Attorneys at Law
228-A WEST MAIN STREET
P.O. BOX 825
RICHMOND, KENTUCKY 40476-0825
Telephone: 859/623-6233
Fax: 859/623-6977

Susan Dabney Luxon email: Susan@luxonpatterson.com
J. Judson Patterson email: Jud@luxonpatterson.com
Valerie Himes email: Valerie@luxonpatterson.com
April 23, 2015

Mr. Jeff Derouen, Executive Director é@\ 6 Cf

Public Service Commission
P.O. Box 615 'S)
Frankfort, KY 40601

Dear Mr. Derouen: %
Z

Enclosed is the original and five (5) copies of the (1) properly dated ARF F%ﬂt@d ('2‘3 a “:é\
notice with all deficiencies addressed (3) evidence of all outstanding indebt /n%ss%nd O
(4) a copy of the billing contract between Kirksville Water Association and M $oNn
County Utilities. These documents should fully address the deficiencies addreSsgd in
the Commission’s letter dated April 9, 2015.

Should you have any questions, please contact me.

Very truly yours,

Jud Patterson

JP:af
Enclosure



ARF FORM-1 July 2014

SUBMIT ORIGIN~.. ~ND FIVE ADDITIONAL COPIES, UNLESS FILING ELECTRONICALLY

APPLICATION FOR RATE ADJUSTMENT
BEFORE THE PUBLIC SERVICE COMMISSION

For Small Utilities Pursuant to 807 KAR 5:076 ,9{<~\ \
(Alternative Rate Filing) S N
A 90 /
. . e (/@ 7 “
Kirksville Water Association 087, s «@
(Nome of Utity) e el 0

T, S, %

297 Michelle Drive N

" (Busines: 38 - orP. Y
(Business Malling Address - Number and Skeel, or P.O Box) O/l/oé\

Richmond,KY 40475
(Bushess Malkng Address - Cty, State, nd Zip)

(859) 624-1735
(Telophans Number]

BASIC INFORMATION

NAME, TITLE, ADDRESS, TELEPHONE NUMBER and E-MAIL ADDRESS of the person to whom correspondence or
communications conceming this application should be directed:

Jud_Patterson
(Name)

228A W, Main Street
{Address - Number and Strest or P O Box)
Richmond,KY 40475
{Address - City, State, Zip)

(859) 623-6233
(Telsphane Number)

jud@luxonpatterson.com
(Emefl Address)

(For each statement below, the Applicant should check either "YES", "NO", or

“NOT APPLICABLE” (N/A)) YES NO N/A

1.2 Inits immediate pastcalendar year of operation, Applicant had $5,000,000 or less in X O
gross annual revenue.

b. Applicant operates two or more divisions that provide different types of utility service. O Kl
In its immediate past calendar year of operation, Applicant had $5,000,000 or less in
gross annual revenue from the division for which a rate adjustment is sought.

2. a. Applicant has filed an annual report with the Public Service Commission for the past X O
year.

b. Applicant has filed an annual report with the Public Service Commission for the two X O
previous years.

3. Applicant's records are kept separate from other commonly-owned enterprises. 0 O x



ARF FORM-1 July 2014

YES NO NA
Applicant is a corporation that is organized under the laws of the state of X O
Kentucky , is authorized to operate in, and is in good standing in
the state of Kentucky.

| b. Applicantis a limited liability company that is organized under the laws of the state KX [

of  Is authorized to operate in, and is in good standing in
the state of Kentucky.

C. Applicant is a limited partnership that is organized under the laws of the state of O & O
» is authorized to operate in, and is in good standing in

the state of Kentucky.
d. Applicantis a sole proprietorship or partnership. O K3 [
e. Applicant is awater district organized pursuant to KRS Chapter 74. Ok O
f.  Applicant is awater association organized pursuant to KRS Chapter 273. X O O

S. a.  Apaper copy of this application has been mailed to Office of Rate Intervention, Office OO
of Attorney General, 1024 Capital Center Drive, Suite 200, Frankfort, Kentucky
40601-8204.

b. An electronic copy of this application has been electronically mailed to Office of Rate @O O
Intervention, Office of Attomney General at rateintervention@ag.ky.gov.

6. a.  Applicant has 20 or fewer customers and has mailed written notice of the proposed [] f []
rate adjustment to each of its customers no later than the date this application was
filed with the Public Service Commission. A copy of this notice is attached to this
application. (Attach a copy of customer notice.)

b. Applicant has more than 20 customers and has included written notice of the O g O
proposed rate adjustment with customer bills that were mailed by the date on
which the application was filed. A copy of this notice is attached to this
application. (Attach a copy of customer notice.)

C. Applicant has more than 20 Customers and has made arrangements to publish [X [] []
notice once a week for three (3) consecutive weeks in a prominent manner in a
hewspaper of general circulation in its service area, the first publication having
been made by the date on which this Application was filed. A copy of this notice
is attached to this application. (Attach a copy of customer notice.)

¢ Applicant requires a rate adjustment for the reasons set forth in the attachment ¥ O
entitled “Reasons for Application.” (Attach completed “Reasons for Application”
Attachment.)




~—a

10.

11,

12.
13.

14,

15.a.

ARF FORM-1 July 2014

Applicant proposes to charge the rates that are set forth in the attachment entitied

“Current and Proposed Rates.” (Attach completed “Current and Proposed Rates”
Attachment.)

Applicant proposes to use its annual report for the immediate past year as the test
period to determine the reasonableness of its proposed rates. This annual report is
for the 12 months ending December 31,2014 .

Applicant has reason to believe that some of the revenue and expense items set forth
in its most recent annual report have or will change and proposes to adjust the test
period amount of these items to reflect these changes. A statement of the test period
amount, expected changes, and reasons for each expected change is set forth in the
attachment “Statement of Adjusted Operations.” (Attach a completed copy of
appropriate “Statement of Adjusted Operations” Attachment and any invoices,

letters, contracts, receipts or other documents that support the expected change
in costs.)

Based upon test period operations, and considering any known and measurable
adjustments, Applicant requires additional revenues of $ 110,211 .00 and total
revenues from service rates of $908,773. 00 The manner in which these amounts
were calculated is set forth in “Revenue Requirement Calculation” Attachment.
(Attach a completed “Revenue Requirement Calculation” Attachment.)

As of the date of the filing of this application, Applicanthad __1979 _customers.

A billing analysis of Applicant's current and proposed rates is attached to this
application. (Attach a completed “Billing Analysis” Attachment.)

Applicant's depreciation schedule of utility plant in service is attached. (Attacha
schedule that shows per account group: the asset's original cost, accumulated
depreciation balance as of the end of the test period, the useful lives assigned to
each assetand resulting depreclation expense.)

Applicant has outstanding evidences of indebtedness, such as mortgage agreements,
promissory notes, or bonds.

Applicant has attached to this application a copy of each outstanding evidence of
indebtedness (e.g., mortgage agreement, promissory note, bond resolution).

Applicant has attached an amortization schedule for each outstanding evidence of
indebtedness.

YES NO N/A

X [

X O

0 &3

X O

OO
& O

X O

x O

X OO

® OO
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'q,‘ -
YES NO N/A
16.a. Applicant is not required to file state and federal tax returns. &l O
b. Applicant is required to file state and federal tax returns. O O

C. Applicant's most recent state and federal tax returns are attached to this Application. [} [] [x]
(Attach a copy of returns.)

17.  Approximately __ 0 (Insert dollar amount or percentage of total utility [ ] [J
plant) of Applicant's total utility plant was recovered through the sale of real estate
lots or other contributions.

18.  Applicant has attached a completed Statement of Disclosure of Related Party [x] (]
Transactions for each person who 807 KAR 5:076, §4(h) requires to complete such form.

By submitting this application, the Applicant consents to the procedures set forth in 807 KAR
5:076 and waives any right to place its proposed rates into effect earlier than six months from the date on
which the application is accepted by the Public Service Commission for filing.

I am authorized by the Applicant to sign and file this application on the Applicant's behalf, have read
and completed this application, and to the best of my knowledge all the information contained in this
application and its attachments is true and correct. |

i

Signed
cer of jhe Compahy/Authorized Bépresentafive
Title Chairman
Date 3-1g- 201§
COMMONWEALTH OF KENTUCKY
COUNTY OF _man1son
Before me appeared Billy May . who after being duly sworn, stated that

he/she had read and completed this application, that he/she is authorized to sign and file this application on
behalf of the Applicant, and that to the best of his/her knowledge all the information contained in this

application and its attachments is true and correct.
Notary Public

My commission expires: \5\‘; :\\\\ =N

AMY FONTICIELLA
NOTARY PUBLIC
STATE AT LARGE
KENTUCKY
MY COMMISSION EXPIRES MARCH 20, 2018




KIRKSVILLE WATER ASSOCIATION

297 MICHELLE DRIVE
RICHMOND, KY 40475
(859) 624-1735

PROPOSED WATER RATE INCREASE

The rates contained in this notice are the rates proposed by Kirksville Water Association. However, the
Public Service Commission may order rates to be charged that differ from these proposed rates. Such
action may result in rates for consumers other than the rates in this notice. The proposed rates were
filed with the Commission on March 30, 2015. Kirksville Water Association is seeking a 13.8% increase
for all customer classifications.

Any person may examine the application made by Kirksville Water Association at their offices located at
297 Michelle Drive, Richmond, KY 40476. A person may also examine the application at the
commission’s offices located at 211 Sower Boulevard, Frankfort, KY, Monday through Friday, 8:00 a.m to
4:30 p.m., or through the commission’s Web site at http://psc.ky.gov. Comments regarding the
application may be submitted to the Public Service Commission through the commission’s Web site or
by mail to the Public Service Commission, P.O. Box 615, Frankfort, Kentucky 40602. Any Corporation,
association, body politic or person may submit a timely written request for intervention to the Public
Service Commission, P.O. Box 615, Frankfort, Kentucky 40602, establishing the grounds for the request
including the status and interest of the party. If the Public Service Commission does not receive a
written request for intervention within thirty (30) days after initial publication or mailing of the notice,
the commission may take final action on the application.

PROPOSED RATES
Monthly Rates Prior Rates New Rates S Change % Change
All meter sizes
FIRST 2,000 gallons (minimum bill) $17.48 $19.89 $2.41 13.8%
NEXT 3,000 gallons per 1,000 gallons ~ $8.42 $9.58 $1.16 13.8%
NEXT 5,000 gallons per 1,000 gallons ~ $7.08 $8.06 S .98 13.8%
OVER 10,000 gallons per 1,000 gallons $5.97 $6.79 S .82 13.8%

EFFECT ON AVERAGE MONTHLY BILL
Customer Class

Average Usage Prior Avg. bill New Avg. bill S Change % Change

All billed the same rate 4,325 gallons $37.80 $43.02 $5.22 13.8%



ASSISTANCE AGREEMENT
BETWEEN
KENTUCKY RURAL WATER FINANCE CORPORATION
AND
KIRKSVILLE WATER ASSOCIATION, INC.
DATED
DECEMBER 11, 2012

IN THE AMOUNT OF $725,000

This document was prepared by:

RUBIN & HAYS

Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202
(502) 569-7525

By
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ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of December 11, 2012 (the
"Assistance Agreement") by and between the Kentucky Rural Water Finance Corporation, a non-
profit agency and instrumentality of various political subdivisions of the Commonwealth of
Kentucky duly organized and existing under the laws of the Commonwealth of Kentucky (the
"Issuer") and the Kirksville Water Association, Inc., a non-profit corporation organized and

existing as a water association under the laws of the Commonwealth of Kentucky, 297 Michelle
Drive, Richmond, Kentucky 40475 (the "Borrower"):

WITNESSETH

WHEREAS, the Issuer has established its Public Projects Flexible Term Program (the
"Program") designed to provide financing for the expansion, addition and improvements of
public projects for governmental entities under which the Issuer issued its Kentucky Rural Water
Finance Corporation Multimodal Public Projects Revenue Bonds (Flexible Term Program),
Series 2001, dated April 4, 2001, in the aggregate principal amount of $46,000,000 (the "Series
2001 Bonds") pursuant to a Trust Indenture dated as of April 4, 2001 (the "Indenture") between
the Issuer and Regions Bank, Nashville, Tennessee (as successor in interest to Fifth Third Bank
and The Bank of New York Trust Company, N.A.), as trustee (the "Trustee"), the net proceeds of

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

WHEREAS, pursuant to the Indenture, the Issuer has authorized the issuance of the
Kentucky Rural Water Finance Corporation Taxable Public Projects Refunding Revenue Bonds
(Flexible Term Program), Series 2012G (the "Series 2012G Bonds") in the aggregate principal
amount of $4,005,000, pursuant to a Supplemental Trust Indenture No. 49, dated as of December
11, 2012 by and between the Issuer and the Trustee, which Series 2012G Bonds will rank on a
parity with the Series 2001 Bonds and the proceeds of which will be used by certain
Governmental Agencies to acquire, construct and equip public projects described in various
Assistance Agreements by and between the Governmental Agencies and the Issuer; and

WHEREAS, the Borrower has outstanding its:

j . Kirksville Water System Inc. Promissory Note, dated July 15, 1975, in the
original authorized principal amount of $345,000.

2. Kirksville Water System Inc. Promissory Note, dated September 25, 1989, in the
original authorized principal amount of $635,000.

. Kirksville Water System Inc. Promissory Note, dated February 16, 2000, in the
original authorized principal amount of $250,900.

(collectively, the "Refunded Notes"), which notes were issued by the Borrower to make

improvements and extensions to the Borrower's water supply and distribution system (the
"System"); and



WHEREAS, the Borrower has determined that it is necessary and desirable and in the
public interest to currently refund the Refunded Notes, in order to effect substantial debt service
savings (the "Project"), and the Issuer has determined that the Project is a project within the

meaning of the Act and the Indenture, thereby qualifying for financial assistance from the Issuer;
and

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

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

WHEREAS, it is deemed necessary and advisable for the best interests of the Borrower
that it enter into this Assistance Agreement with the Issuer in order to borrow funds (the "Loan")
in the amount of $725,000 [the "Obligations"], for the purpose of providing funds for the Project,
and to reaffirm the conditions and restrictions under which similar notes or obligations may be
subsequently issued ranking on a parity therewith; and

WHEREAS, under the provisions of Chapter 273 of the Kentucky Revised Statutes the

Borrower is authorized to enter into this Assistance Agreement and to borrow the Obligations to
provide such funds for the purpose aforesaid; and

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

WHEREAS, the Issuer and the Borrower have determined to enter into this Assistance
Agreement pursuant to the terms of the Act and the Indenture and to set forth their respective
duties, rights, covenants, and obligations with respect to the financing of the Project subject to
the repayment of the Loan and the Obligations and the interest thereon;

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

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

"Act" refers to Chapters 273 of the Kentucky Revised Statutes.

"Assistance Agreement" refers to this Assistance Agreement authorizing the Loan and the
Obligations.



"Bondowner", "Owner", "Bondholder" means and contemplates, unless the context

otherwise indicates, the registered owner of one or more of the Notes at the time issued and
outstanding hereunder.

"Borrower" refers to the Kirksville Water Association, Inc., 297 Michelle Drive,
Richmond, Kentucky 40475.

"Certified Public Accountants" refers to an independent Certified Public Accountant or

firm of Certified Public Accountants, duly licensed in Kentucky and knowledgeable about the
affairs of the System and/or of other Borrower financial matters.

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

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

"Engineer" or "Independent Consulting Engineer" refers to an Independent Consulting
Engineer or firm of Engineers of excellent national reputation or of recognized excellent
reputation in Kentucky in the fields of water and sewer engineering.

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

"Funds" refers to the Revenue Fund, the Sinking Fund, the Operation and Maintenance
Fund, and the Borrower Account.

"Governing Body" means the Board of Directors of the Borrower or such other body as
shall be the governing body of said Borrower under the laws of Kentucky at any given time.

"Indenture" means the Trust Indenture, dated as of April 4, 2001, as originally executed
or as it may from time to time be supplemented, modified or amended by any supplemental

indenture, including the Supplemental Trust Indenture No. 49, dated December 11, 2012, by and
between the Issuer and the Trustee.

"Interest Payment Date" shall mean the 1% day of each month, commencing February 1,

2013 and continuing through and including January 1, 2039 or until the Loan has been paid in
full.

"Issuer" refers to the Kentucky ‘Rural Water Finance Corporation, Bowling Green,
Kentucky.

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

"Obligations" refers to the Loan authorized by this Assistance Agreement in the principal
amount of $725,000, maturing January 1, 2039.



"Operation and Maintenance Fund" refers to the Kirksville Water Association, Inc.
Operation and Maintenance Fund, described in Section 8 hereof.

"Outstanding Notes" refers collectively to all outstanding Prior Notes, the outstanding

Obligations and any outstanding Parity Notes, and does not refer to any notes that have been
defeased.

"Parity Notes" means notes issued in the future, which will, pursuant to the provisions of
this Assistance Agreement, rank on a basis of parity with the Obligations and shall not be

deemed to include, nor to prohibit the issuance of, notes ranking inferior in security to the
Obligations. -

"Permitted Investments" refers to the following:

(a) Obligations of the United States and of its agencies and instrumentalities,
including obligations subject to repurchase agreements, if delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian. These
investments may be accomplished through repurchase agreements reached with sources
including but not limited to national or state banks chartered in the Commonwealth of Kentucky:

(b) Obligations and contracts for future delivery or purchase of obligations backed by

the full faith and credit of the United States or a United States government agency, including but
not limited to:

i, United States Treasury;

il. Export-Import Bank of the United States;

1il. Farmers Home Administration;

iv. Government National Mortgage Corporation; and
V. Merchant Marine bonds;

(c) Obligations of any corporation of the United States government, including but not
limited to:

1 Federal Home Loan Mortgage Corporation;
ii. Federal Farm Credit Banks;

iil. Bank for Cooperatives;

1v. Federal Intermediate Credit Banks;

V. Federal Land Banks;

V1. Federal Home Loan Banks;

vii.  Federal National Mortgage Association; and
viii.  Tennessee Valley Authority;

(d) Certificates of deposit issued by or other interest-bearing accounts of any bank or
savings and loan institutions which are insured by the Federal Deposit Insurance Corporation or



similar entity or which are collateralized, to the extent uninsured, by any obligations, including
surety bonds, permitted by KRS Section 41.240(4);

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan

institution rated on one (1) of the three (3) highest categories by a nationally recognized rating
agency;

(H Banker's acceptances for banks rated in one (1) of the three (3) highest categories
by a nationally recognized rating agency;

(2) Commercial paper rated in the highest category by a nationally recognized rating
agency;

(h) Bonds or certificates of indebtedness of the Commonwealth of Kentucky and of
its agencies and instrumentalities;

(1) Securities issued by a state or local government, or any instrumentality of agency

thereof, in the United States, and rated in one (1) of the three (3) highest categories by a
nationally recognized rating agency; and

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

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

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

iii. All of the securities in the mutual fund shall be eligible investments under

this section.

Investments in the above instruments are subject to the following conditions and
limitations:

(a) The amount of money invested at any time by a local government or political
subdivision in one (1) or more of the categories of investments authorized by subsection (e), (f),

(g), and (i) of this definition shall not exceed twenty percent (20%) of the total amount of money
invested by the local government; and

(b) No local government or political subdivision shall purchase any investment
authorized herein on a margin basis or through the use of any similar leveraging technique.

"President" refers to the President of the Governing Body of the Borrower.

"Prior Notes" refers collectively to the Notes: (1) Series 1994 in the original principal
amount of $93,500, (2) Series 1999 in the original principal amount of $102,300, (3) Series



2004A in the original principal amount of $100,000, and (4) Series 2004B in the original
principal amount of $70,000.

"Program" refers to the Issuer's Public Projects Flexible Term Program designed to

provide financing for the expansion, addition and improvement of public projects for
governmental entities.

"Program Administrator" refers to the Kentucky Rural Water Association, Inc., Bowling
Green, Kentucky.

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

"Project" refers to financing the cost to currently refund the outstanding Refunded Notes,
with the proceeds of the Obligations.

"Refunded Notes" refers to the outstanding:
1. Kirksville Water System Inc. Promissory Note, dated July 15, 1975, in the

original authorized principal amount of $345,000.

Kirksville Water System Inc. Promissory Note, dated September 25, 1989, in the
original authorized principal amount of $635,000.

3. Kirksville Water System Inc. Promissory Note, dated February 16, 2000, in the
original authorized principal amount of $250,900.

"Revenue Fund" refers to the Kirksville Water Association, Inc. Revenue Fund, described
in Section 8 hereof.

"Secretary" refers to the Secretary of the Governing Body.

"Sinking Fund" refers to the Kirksville Water Association, Inc. Water Sinking Fund,
described in Section 8 hereof.

"System" refers to the Borrower's water supply and distribution system, together with all
future extensions, additions and improvements to said System.

"Treasurer" refers to the Treasurer of the Borrower.
"Trustee" refers to Regions Bank, Nashville, Tennessee.

"U.S. Obligations" refers to bonds, notes, or Treasury Bills, which are direct obligations
of the United States of America or obligations fully guaranteed by the United States of America,
including book-entry obligations of the United States Treasury-State and Local Government

Series, and Trust Receipts representing an ownership interest in direct obligations of the United
States.



Section 2. Reaffirmation of Declaration of Water supply and distribution
system. That all proceedings heretofore taken for the establishment of and the supplying of
water service in and to said Borrower as a water supply and distribution system are hereby in all
respects ratified and confirmed; and so long as any of the Obligations hereinafter authorized or
permitted to be issued remain outstanding, said System shall be owned, controlled, operated and
maintained for the security and source of payment of the Obligations.

Section 3. Authorization of Obligations; Place of Payment; Manner of
Execution. That pursuant to the Constitution and laws of Kentucky, and particularly Chapter
273 of the Kentucky Revised Statutes, the Borrower hereby authorizes the borrowing of
$725,000 from the Program, for the purpose of providing funds for the Project.

Said Obligations shall mature in such principal amounts, and shall bear interest as set
forth in Exhibit A attached hereto.

The principal of, redemption price, if any, and interest on the Obligations shall be
payable in lawful money of the United States of America on the Interest Payment Date to the
Trustee for the Program. Such payment shall be made by the Borrower from funds on deposit in
the Sinking Fund pursuant to the ACH Debit Direct Payment Method (the "ACH Debit Direct
Payment Method") as described and detailed in the ACH Debit Direct Payment Authorization
Form (the "ACH Authorization Form") in a form as provided by the Trustee to the Borrower.

The ACH Authorization Form shall be completed, signed and forwarded to the Trustee prior to
the Borrower receiving any of the proceeds of the Loan.

Pursuant to the ACH Debit Direct Payment Method, there shall be transferred to the
Trustee on or before each Interest Payment Date, from the Sinking Fund, the amounts set forth as
sinking fund payments on Exhibit A attached hereto.

In addition, in the event the Issuer is required to withdraw moneys from the Program
Reserve Fund established pursuant to the Indenture to pay the principal of and interest on the
Obligations and any other payments due under this Assistance Agreement on behalf of the
Borrower (the "Reserve Withdrawal"), the Borrower shall pay to the Trustee, each amount set
forth as sinking fund payments on Exhibit A attached hereto, pursuant to the ACH Debit Direct
Payment Method an amount equal to at least 1/12 of the Reserve Withdrawal, plus accrued
interest thereon at the rate equal to the highest rate of interest paid by the investments making up
the Program Reserve Fund until such Reserve Withdrawal has been replenished.

Section 4. Redemption.

(a) Optional Redemption. Subject to the prior written approval of the Compliance
Group, the Obligations maturing on or after January 1, 2023 are subject to optional redemption,
in whole or in part, by the Borrower prior to their stated maturity, at any time falling on or after
January 1, 2022 at a redemption price equal to 100% of the principal amount of the Obligations
called for redemption, plus unpaid interest accrued to the date of redemption.



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

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

All of said Obligations as to which the Borrower reserves and exercises the right of
redemption and as to which notice as aforesaid shall have been given, and for the retirement of

which, upon the terms aforesaid, funds are duly provided, will cease to bear interest on the
redemption date.

Section 5. Recognition of Prior Notes. The Borrower hereby expressly recognizes
and acknowledges that the Borrower has previously created for the benefit and protection of the

owners of the Prior Notes, a certain lien and pledge and certain security rights relating to the
System, all as set forth in the Prior Notes.

Section 6. Obligations Payable Out of Gross Revenues on a Parity with Prior
Notes. All of the Obligations and Prior Notes, together with the interest thereon and such
additional notes ranking on a parity therewith heretofore issued and outstanding and that may be
hereafter issued and outstanding from time to time under the conditions and restrictions
hereinafter set forth, shall be payable out of the Sinking Fund and as hereinafter more
specifically provided and shall be a valid claim of the holder thereof only against said fund and

the fixed portion or amount of the income and gross revenues of the System of said Borrower
pledged to said fund.

Section 7. Parity Coverage Requirements of the Prior Notes. It is hereby declared
that prior to the issuance of any of the Obligations hereby authorized, there will be procured and
filed with the Secretary of the Borrower any and all statements or certifications for the purpose
of having both principal and interest on the Prior Notes and the Obligations hereby authorized

payable on a parity from the income and revenues of said System with said outstanding Prior
Notes.

Section 8. Flow of Funds. The income and revenues of the System shall be
collected, segregated, accounted for and distributed as follows:

A. Revenue Fund. The Borrower covenants and agrees that it will 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 be used,
disbursed and applied by the Borrower only for the purpose and in the manner and order of

priorities specified by this Assistance Agreement, all as permitted by the Act, and in accordance
with previous contractual commitments.

B. Sinking Fund. There shall be transferred from the Revenue Fund and deposited
into the Sinking Fund on or before the 20th day of each month, for payment of interest on and
principal of the Obligations, a sum equal to the total of the following:
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(1) A sum equal to one-sixth (1/6) of the next succeeding interest payment to become
due on the Obligations, plus

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

Said Sinking Fund shall be used solely and only and is hereby pledged for the purpose of paying
the principal of and interest on the Obligations and Prior Notes.

If the Borrower for any reason shall fail to make any monthly deposit as required, then
an amount equal to the deficiency shall be set apart and deposited into the Sinking Fund out of
the first available revenues in the ensuing months, which amount shall be in addition to the
monthly deposit otherwise required during such succeeding months. Whenever there shall
accumulate in the Sinking Fund amounts in excess of the requirements during the next twelve
months for paying the principal of and interest due on the Obligations, as same fall due, such

excess may be used for redemption or prepayment of any Obligations, subject to the terms and
conditions set forth therein, prior to maturity.

C. Operation and Maintenance Fund. There shall next be transferred monthly
from the Revenue Fund and deposited into said Operation and Maintenance Fund, sums
sufficient to meet the current expenses of operating and maintaining the System. The balance
maintained in said Operation and Maintenance Fund shall not be in excess of the amount

required to cover anticipated System expenditures for a two-month period pursuant to the
Borrower's annual budget.

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

Provided, however, the Borrower shall be allowed a credit to the extent of moneys on
deposit in the Program Reserve Fund for the purpose of meeting any parity requirements; subject
however, to the limitation that moneys in the Program Reserve Fund may only be used to make
payments of the Government Agency due under this Assistance Agreement, if necessary, and;
provided further, that the Trustee may not seek payment for any reserve funds held by the

Borrower under any Prior Notes for payment of any amounts due from the Borrower under this
Assistance Agreement.

Section 9. Disposition of Proceeds of the Obligations; Borrower Account. Upon
(1) the execution of this Assistance Agreement, (ii) the delivery of this Assistance Agreement to
the Trustee, (iii) certification of the Compliance Group that the Loan is to be accepted in the



Program, and (iv) upon receipt by the Borrower of the proceeds of the Obligations, the proceeds
shall be applied as follows:

(a) Disposition of the Proceeds. There shall first be deducted and paid from the
proceeds of the Obligations the fees and costs incurred by the Borrower and any other pertinent
expenses incident to the issuance, sale and delivery of the Obligations and such other appropriate

expenses as may be approved by the President, including but not limited to the Borrower's pro
rata share of the Program's fees and expenses.

The balance shall be deposited to the Borrower Account to be used for the Project.

(b) Borrower Account. It is hereby acknowledged that a fund entitled "Kirksville
Water Association, Inc. Borrower Account" (the "Borrower Account") has been created and
maintained by the Trustee pursuant to the Indenture; and such amount on deposit in said
Borrower Account shall be transferred to the Rural Development (the "RD") of the Department

of Agriculture of the United States of America, the holder of the Refunded Notes, as may be
required:

(1) To pay the interest on the Refunded Notes to and including December 11,
2012; and

(2) To redeem on December 11, 2012 at a price equal to 100% of principal
amount the Refunded Notes that as of that date have not been redeemed, retired or

otherwise paid, thereby defeasing the pledge of revenues and the property securing the
Refunded Notes.

Investment income derived from investment of the Borrower Account, which shall be

invested in Permitted Investments in accordance with this Assistance Agreement, shall, as
received, be deposited in the Borrower Account.

The Trustee shall be obligated to send written notice to the Borrower of the need for
investment directions if and whenever funds in excess of $50,000 shall remain uninvested for a
period of more than five days. In the absence of written direction from the Borrower with
respect to investment of moneys held in the Borrower Account, the Trustee is hereby directed to

invest funds in money market mutual funds of the Trustee or its affiliates that qualify as
Permitted Investments under this Assistance Agreement.

No expenditure shall be made from the Borrower Account except for proper and
authorized expenses relating to the Project as approved by the Borrower.

After completion of the Project, any balance then remaining on deposit in the Borrower
Account shall, subject to any and all applicable legal provisions and applicable arbitrage
regulations necessary to assure the exemption of interest on the Obligations from Federal income

taxation, upon orders of the Governing Body, be transferred to the Sinking Fund, to be used for
the purposes thereof.
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Section 10.  Parity Notes. The Obligations shall not be entitled to priority one over
the other in the application of the income and revenues of the System, regardless of the time or
times of their issuance, it being the intention that there shall be no priority among the
Obligations, regardless of the fact they may be actually issued and delivered at different times,
and provided further that the lien and security of and for any notes or obligations hereafter issued
that are payable from the income and revenues of the System, shall, except as set out herein, be
subject to the priority of the Prior Notes and the Obligations as may from time to time be
outstanding; provided the Borrower has reserved the right and privilege, and does hereby reserve
the right and privilege, of issuing additional notes from time to time payable from the income
and revenues of the System ranking on a parity with the Obligations, but only under the
conditions specified hereinafter, taking into account the issuance of the Obligations.

The Borrower reserves the right to finance future extensions, additions, and/or
improvements to the System by the issuance of one or more additional series of notes to be

secured by a parity lien on and ratably payable from, the revenues of the System pledged to the
Prior Notes and the Obligations, provided;

(a) The facilities to be constructed from the proceeds of the additional Parity Notes

are made a part of the System and their revenues are pledged as additional security for the
additional Parity Notes and for the Outstanding Notes.

(b) The Borrower is in compliance with all covenants and undertakings in connection
with all of the Outstanding Notes.

(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 Notes are to
be issued, adjusted as hereinafter provided, shall be certified by an independent Certified Public
Accountant to be equal at least one hundred twenty percent (120%) of the average annual debt
service requirements for principal and interest on all Outstanding Notes payable from the
revenues of the System, plus the anticipated debt service requirements of any Parity Notes then
proposed to be issued. The calculation of average annual debt service requirements of principal
and interest on the additional Parity Notes to be issued shall, regardless of whether such
additional Parity Notes are to be serial or term notes, be determined on the basis of the principal
of and interest on such Parity Notes being payable in approximately equal annual installments.

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

(1) any revisions in the System's schedule of rates or charges being imposed
on or before the issuance of any such additional Parity Notes, 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 Notes;



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

| (e) Reference is made to the necessity of obtaining the written consent of the United
States Department of Agriculture Rural Development or its successor [the "RD"] for the issuance

of future notes encumbering the System while the RD holds any notes payable from the revenues
| of the System.

63} The Borrower hereby covenants and agrees that in the event any additional Parity
Notes are issued, the Borrower shall:

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

(2) Adjust the minimum annual amount to be deposited monthly into the
Depreciation Fund on the same basis as that prescribed in the provisions establishing

such Depreciation Fund, taking into account the future debt service requirements of all
Notes which will then be outstanding against the System.

(g) The Borrower reserves the right to issue Parity Notes to refund or refinance any
part or all of the Prior Notes and the Obligations, provided that prior to the issuance of such
Parity Notes for that purpose, there shall have been procured and filed with the Secretary of the

Borrower a statement by a Certified Public Accountant, as defined herein, reciting the opinion
based upon necessary investigation that:

(1) after the issuance of the Parity Notes, the annual net revenues, as adjusted
and defined above, of the then existing system for the fiscal year preceding the date of
issuance of the Parity Notes, after taking into account the revised debt service
requirements resulting from the issuance of the Parity Notes and from the elimination of
the Outstanding Notes being refunded or refinanced thereby, are equal to not less than
120% of the average annual debt service requirements then scheduled to fall due in any
fiscal year thereafter for principal of and interest on all of the Outstanding Notes payable
from the revenues of the System, calculated in the manner specified above; or

(2) in the alternative, that the average annual debt service requirements for the
Prior Notes, the Obligations, any previously issued Parity Notes and the proposed Parity
Notes, in any year of maturities thereof after the redemption of the Outstanding Notes
scheduled to be refunded through the issuance of the proposed Parity Notes, shall not
exceed the average annual debt service requirements applicable to the then outstanding
Prior Notes, the Obligations and any previously issued Parity Notes for any year prior to

the issuance of the proposed Parity Notes and the redemption of the Outstanding Notes to
be refunded.

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

The Borrower covenants that it will not reduce the rates and charges for the services
rendered by the System without first filing with the Secretary a certification of an Independent
Consulting Engineer or a Certified Public Accountant that the annual net revenues (as defined in
Section 10 hereof) of the then existing System for the fiscal year preceding the year in which
such reduction is proposed, as such annual net revenues are adjusted, after taking into account
the projected reduction in annual net revenues anticipated to 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 notes payable from the revenues of the
System, calculated in the manner specified in Section 10 hereof.

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

opinion of such Certified Public Accountant, to establish the existence of or immediate
projection of, such minimum 120% coverage.

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

the provisions of this Assistance Agreement, regardless of the fact that they may be actually
issued and delivered at different times.

Section 13.  Defeasance and/or Refunding of Obligations. The Borrower reserves
the right, at any time, to cause the pledge of the revenues securing the outstanding Obligations to
be defeased and released by paying an amount into an escrow fund sufficient, when invested (or
sufficient without such investment, as the case may be) in cash and/or U.S. Obligations, to assure
the avatlability in such escrow fund of an adequate amount (a) to call for redemption and to
redeem and retire all of such outstanding Obligations, both as to principal and as to interest, on
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the next or any optional redemption date, including all costs and expenses in connection
therewith, and to pay all principal and interest falling due on the outstanding Obligations to and
on said date, or (b) to pay all principal and interest requirements on the outstanding Obligations
as same mature, without redemption in advance of maturity, the determination of whether to
defease under (a) or (b) or both to be made by the Governing Body. Such U.S. Obligations shall
have such maturities as to assure that there will be sufficient funds for such purpose. If such
defeasance is to be accomplished pursuant to (a), the Borrower shall take all steps necessary to
publish the required notice of the redemption of the outstanding Obligations and the applicable
redemption date. Upon the proper amount of such investments being placed in escrow and so

secured, such revenue pledge shall be automatically fully defeased and released without any
further action being necessary.

Section 14.  Contractual Nature of Assistance Agreement. The provisions of this
Assistance Agreement shall constitute a contract between the Borrower and the Issuer; and after
the issuance of any of such Obligations, no change, variation or alteration of any kind in the
provisions of this Assistance Agreement shall be made in any manner except as herein or therein
provided until such time as all of the Notes authorized thereby and the interest thereon have been
paid or provided for in full, or as otherwise provided herein; provided that the Governing Body
may enact legislation for any other purpose not inconsistent with the terms of this Assistance
Agreement, and which shall not impair the security of the Issuer and/or for the purpose of curing
any ambiguity, or of curing, correcting or supplementing any defective or inconsistent provisions
contained herein or in any ordinance or other proceedings pertaining hereto.

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

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

(b)  To cancel and destroy (or remit to the Borrower for destruction, if so requested by

the Borrower) all exchanged, matured, retired and redeemed Obligations, and to maintain
adequate records relevant thereto;

(c) To remit, but only to the extent that all required funds are made available to the

Trustee by the Borrower, semiannual interest payments directly to the Issuer's accounts for the
Program;

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

(e) To supply the Borrower with a written accounting evidencing the payment of

interest on and principal of the Obligations within thirty (30) days following each respective due
date.
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The Trustee shall be entitled to the advice of counsel and shall be protected for any acts
taken by §t in good faith in reliance upon such advice. The Trustee shall not be liable for any
actions taken in good faith and believed by it to be within its discretion or the power conferred
upon it by this Assistance Agreement, or the responsibility for the consequences of any oversight
or error in judgment.

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

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

Section 17. Insurance.

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

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

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

(b)  Liability Insurance on Facilities. So long as any of the Obligations are
outstanding, the Borrower shall, procure and maintain, public liability insurance relating to the
operation of the facilities of the System, with limits of not less than $200,000 for one person and
$1,000,000 for more than one person involved in one accident, to protect the Borrower from
claims for bodily injury and/or death; and not less than $200,000 from claims for damage to
property of others which may arise from the Borrower's operations of the System and any other
facilities constituting a portion of the System.
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(c) Vehicle Liability Insurance. 1f and to the extent that the Borrower OWns or
operates vehicles in the operation of the System, upon receipt of the proceeds of the Obligations,
the Borrower shall, if such insurance is not already in force, procure and maintain, so long as any
of the Obligations are outstanding, vehicular public liability insurance with limits of not less than
$200,000 for one person and $1,000,000 for more than one person involved in one accident, to
protect the Borrower from claims for bodily injury and/or death, and not less than $200,000

against claims for damage to property of others which may arise from the operation of such
vehicles by the Borrower.

Section 18.  Changes in Use or User of System. The Borrower represents that (a) no
part of the System will be sold, or otherwise disposed of without the prior written consent of the
Issuer; (b) it will not permit any use of its System by any person or entity other than itself
without the prior written consent of the Issuer; (¢) any portion of the System consisting of
personal property may be sold in the ordinary course of an established governmental program if
(i) the weighted average maturity of the portion of the Obligations financing the personal
property was not greater than one hundred twenty percent (120%) of the reasonably expected
actual use of such personal property by the Borrower, (ii) the Association expected at the date of
this Agreement that the fair market value of the personal property at the time of disposition
would not be greater than twenty-five percent (25%) of its cost and (iii) at the time of

disposition, the personal property is no longer suitable for the governmental purpose for which it
was acquired.

Section 19.  Security Instruments. In order to secure the payment of the principal
and interest of the Obligations, the President an Secretary of the Borrower are hereby authorized
and directed to execute and deliver good and sufficient lien instruments, where necessary,
encumbering the properties and assets both real and personal constituting the System, as
completed or as the same may be thereafter extended, including an assignment and pledge of
revenues and such other instruments as may be prescribed by the Issuer.

Section 20. Event of Default; Remedies. The following items shall constitute an
"Event of Default" on the part of the Borrower:

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

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

(c) The failure of the Borrower to fulfill any of its obligations pursuant to this

Assistance Agreement and to cure any such failure within 30 days after receipt of written notice
of such failure; and/or

(d) The failure to promptly repair, replace or reconstruct essential facilities of the
System after any major damage and/or destruction thereof.
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Upon the occurrence of an Event of Default, the Issuer or the Trustee on its behalf, as
owner of the Obligations, may enforce and compel the performance of all duties and obligations
of the Borrower as set forth herein. Upon the occurrence of an Event of Default, then, upon the
filing of suit by the Trustee or the Issuer, any court having jurisdiction of the action may appoint
a receiver to administer the System on behalf of the Borrower, with power to charge and collect
rates sufficient to provide for the payment of the principal of and interest on the Obligations, and
for the payment of operation and maintenance expenses of the System, and to provide and apply

the income and revenues in conformity with this Assistance Agreement and with the laws of the
Commonwealth of Kentucky.

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

Section 21.  Annual Reports. The Borrower hereby agrees to provide or cause to be
provided to the Issuer and the Compliance Group audited financial statements prepared in
accordance with generally accepted accounting principles (commencing with the fiscal year

ended December 31, 2012) and such other financial information and/or operating data as
requested by the Issuer or the Compliance Group.

The annual financial information and operating data, including audited financial
statements, will be made available on or before 180 days after the end of each fiscal year.

Section 22.  Supplemental Assistance Agreement. The Borrower may, but only with
the consent of the Issuer, execute one or more supplemental Assistance Agreements as shall not
be inconsistent with the terms and provisions hereof for any one or more of the following
purposes:

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

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

(c) to add to the conditions, limitations and restrictions on the issuance of notes, other
conditions, limitations and restrictions thereafter to be observed;

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

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

® to modify the terms and conditions of this Assistance Agreement at the request of

the Issuer in order to assist the Issuer in operating the Program or to maintain any rating the
Issuer may have on its Program obligations.
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Section 23.  No Remedy Exclusive. No remedy herein conferred upon or reserved to
the Issuer is intended to be exclusive, and every such remedy will be cumulative and will be in
addition to every other remedy given hereunder and every remedy now or hereafter existing at
law or in equity. No delay or omission to exercise any right or power accruing upon any default

will impair any such right or power and any such right and power may be exercised from time to
time and as often as may be deemed expedient.

Section 24.  Waivers. In the evenf that any agreement contained herein should be
breached by either party and thereafter waived by the other party, such waiver will be limited to
the particular breach so waived and will not be deemed to waive any other breach hereunder.

Section 25.  Agreement to Pay Attorneys' Fees and Expenses. In the event that
either party hereto shall become in default under any of the provisions hereof and the non-

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

Section 26.  Signatures of Officers. If any of the officers whose signatures or
facsimile signatures appear on this Assistance Agreement or any other document evidencing the
Obligations cease to be such officers before delivery of the Obligations, such signatures shall

nevertheless be valid for all purposes the same as if such officers had remained in office until
delivery.

Section 27.  Severability Clause. If any section, paragraph, clause or provision of this
Assistance Agreement shall be held invalid, the invalidity of such section, paragraph, clause or

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

; [Signature page follows]

18



JUL 2 6 2004

RUS BULLETIN 1780-28 Position § FORM APPROVED
(Automated 8-97) OMB. NO. 0575-0015
LOAN RESOLUTION SECURITY AGREEMENT q '
-0
A RESOLUTION OF THE Board of Directors
OF THE Kirksville Water Association

AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS IN THE

PRINCIPAL AMOUNT OF $ 70,000.00 FOR THE PURPOSE

OF PROVIDING A PORTION OF THE COST OF ACQUIRING AND CONSTRUCTING A

2002 Waterline Extension , PROVIDING FOR THE COLLECTION, HANDLING, AND
DISPOSITION OF REVENUES THEREFROM, AND AUTHORIZING MAKINGS OF PROMISSORY
NOTE(S), SECURITY INSTRUMENTS, AND PLEDGES OF REVENUES TO EVIDENCE AND
SECURE THE PAYMENT OF SAID INDEBTEDNESS AND FOR RELATED PURPOSES.

WHEREAS, the Kirksville Water Association

(hereinafter referred to as the “"Organization"), was organized under

KRS Chapter 273 for the purpose of providing a

Water Association
as the "Facility") to serve the Members of the said Organization;

(hereinafter referred to

WHEREAS, a meeting of the members of the said organization was held on the 2nd  dayof _July, 2003
pursuant to proper notice thereof to consider plans for the acquisition and construction methods of financing the Facility; and,

as shown by the minutes of said meeting, of the 1,642 members of record of the organization there were

present and voting 4

»and by a recorded majority vote, the Facility and its financing authorized; and,
WHEREAS, the proposed Facility is to be constructed and equipped in accordance with plans and specifications

prepared by CMW, Inc.

and in order to finance the Facility, the Board of Directors

(hereinafter referred to as the “Board”) is authorized and empowered, in their discretion, for and in the name of the
organization, to make application to the United States of America, acting through the United States Department of Agriculture,
(hereinafter referred to as the "Government"), for financial assistance; to cause the execu
note or notes or other evidence of indebtedness (hereinafter referred to as the "note"
to secure any loan or loans made or insured by the Government; to comply with a
by the Government or by Government regulations; and to execute contracts or e
any and all other action as may be necessary,
for and on behalf of the Organization.

NOW THEREFORE, it is hereby resolved by the Board as follows:

tion and delivery of a promissory

), and appropriate security instruments

ny requirements, terms or conditions prescribed
nter into agreements and, without limitation, to take
incidental or appropriate to finance, acquire, construct, complete, and/or equip the Facility

Section 1. (Determination of Board). That it is necessary to defray a portion of the costs of financing the Facility by obtaining
a loan made or insured by the Government in accordance with applicable provisions of the Consolidated Farm and Rural Development

Act, itbeing determined that the Organization is unable to obtain sufficient credit elsewhere to finance the Facility, taking into
consideration prevailing private and cooperative rates and terms currently available;

Public reporting burden for this collection of information is estimated to average | hour per response, including the time for reviewing instructions,
searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collecti of information. Send
regarding this burden estimate or any other aspect of this collection of information, including suggesti Jor reducing this burden, to Department of

Agriculture, Clearance Officer, OIRM, Room 404-W, Washington, DC 20250; and to the Office of Management and Budget, Paperwork Reduction
Project (OMB No. 0575-0015), Washington, DC 20503.




Section 2. (Terms of Loan). Thu. the Organization borrow $ 70,000.0¢ and issue as evidence
thereof an installment promissory note in the form prescribed by the Government for the full principal amount of the loan.
The note shall be signed by the President, attested by the Secretary, and have the corporate seal of the Organization affixed
thereto, and shall bear interest from its date, which shall be the date of delivery, at a rate not to exceed _ 4.3750%  percent per

annum; the principal and interest shall be paid over a period of __ 40 years in accordance with the paymgnt schedule set
forth in the promissory note, until the principal and interest are fully paid, except the final payment of the entire indebtedness,

if not sooner paid, shall be due and payable 40 years from the date of the note. Each payment shall be applied first
to the payment of the accrued interest and second to the payment of the principal. Prepayments of any installment
may be made in any amount at any time at the option of the Organization.

Section 3. (Assignment and Pledge of Revenue). The indebtedness hereby authorized to be incurred, together with the
interest thereon, shall be payable from the gross income and revenue to be derived from the operation of the Facility, a
sufficient portion of which, to pay the principal and interest as and when the same shall become due, is hereby assigned, and

pledged and shall be set aside for that purpose and this assignment and pledge shall extend to and include any assessments that
may be levied pursuant to Section 5 (d) hereof.

Section 4. (Protection and Disposition of Funds). The  Treasurer

of the Organization shall be the custodian of all funds of the Organization. Funds may be deposited in institutions insured by

the State or Federal Government or invested in readily marketable securities backed by the full faith and credit of the United
States. Any income from these accounts will be considered as revenues of the system.

The _Treasurer is hereby directed to establish the following accounts into which the current funds
of the Organization, note proceeds, the revenues from the Facility and any other income shall be deposited, which accounts
shall be continually maintained, except as otherwise provided, so long as the indebtedness hereby authorized remains unpaid:

(a) Construction Account.
The proceeds of the borrowing hereby authorized not disbursed contemporaneously with loan closing for incurred Facility
costs, and at least the amountof _$16,300 to be contributed by the Organization from the collection of initial

connection fees, membership fees, or contributions shall be deposited in the Construction Account, which shall be established
as required by the Government. Withdrawals from the construction account shall be made only on checks signed by the

Treasurer

of the Organization as authorized by the Board from time to time,

and with prior concurrence of the Government. At the o
a "supervised bank account".
bank in advance in accordanc

ption of the Government, the construction account may be established as
Amounts in the supervised bank account exceeding $100,000 shall be secured by the depository
e with U.S. Treasury Department Circular No. 176. Withdrawals from a supervised bank account

shall be made only on checks signed by the ~ President
by an authorized official of the Department of Agriculture. The Organization’s share of
monies paid by defaulting contractors or their sureties will be deposited in the Construction Account to assure completion of the

Facility.  When all construction costs have been paid in full, any balance remaining in the Construction Account may be applied

on the loan or used for other authorized purposes that have been approved by the Government and the Construction Account
shall be closed.

of the Organization and countersigned
any insurance or liquidated damages and other

(b) General Account

As soon as the facility becomes revenue producing,

all funds received shall be set aside in an account to be designated as the
General

Account, and disbursements and transfers from this account shall be in the following priority: Debt Service,

Operations and Maintenance, transfers to Reserve Account. Monies deposited in the General Account shall be used only in
the manner and order as follows:

(1) Borrowers making monthly USDA Debt Service Payments shall use the General Account for making such

payments plus operating and maintenance expenses. Also, funds will be transferred from this account to the Reserve Account
in accordance with (d) below. ’

(2)  Borrowers making other than monthly USDA Debt Service Payments shall use the General Account to pay
operating and maintenance expenses. Other transfers from this account will be made in the following order: (i) Transfers

to the Debt Service Account will be made in accordance with (c) below, (ii) Transfers to the Reserve Account will be made in
accordance with (d) below.



IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused
this Assistance Agreement to be signed in its name by its President and attested by its
Secretary/Treasurer and the Kirksville Water Association, Inc. has caused this Assistance

| Agreement to be signed in corporate name and by its officer thereunder duly authorized, all as of
the day and year first above written.

KENTUCKY RURAL WATER FINANCE

CORPORATION
By
President
Attest:
By
Secretary/Treasurer
KIRKSVILLE WATER ASSOCIATION,
INC.
By 7[6/% / : 777@ '
President
Attest:
BY%A/ ﬁ/éi%"/
Secretary
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(c) Debt Service Account ) o
For borrowers on other than monthly debt service payments, transfers, in proportion to income availability, shall be made

from the General Account and set aside in an account designated as the Debt Service Account, in sufficient amounts which
will accumulate for the next installment on the note.
(d) Reserve Account

From the remaining funds in the General Account, after transfers and payments required in (b) (1) or (b) (2) and (c), there

shall be set aside into an account(s) designated as the Reserve Account(s) the sum of $ 50.00

each month until the sum of $ 6,000.00 is reached. With the prior written approval of the Government,
funds may be withdrawn and used for such things as loan installments, emergency maintenance, extensions to facilities and
replacement of short-lived assets, subject to conditions extablished by the Government.

(e) Whenever there shall accumulate in the General Account amounts in excess of those required in
subsections (b)(1) and (2), (c), and (d), such excess will be used by the organization to make prepayments
on the loan or retained in the General Account.

(f) The accounts required in subsections (b)(1) and (2), (c), and (d) may be established and maintained

as bookkeeping accounts or as separate bank accounts at the election of the Organization, unless otherwise
directed by the Government. )

Section 5. (Other Covenants and Agreements of the Org
the indebtedness hereby authorized remains unpaid;
(@) It will indemnify the Government for any payments made or losses suffered by the Government.

(b) It will comply with applicable State laws and regulations and continually operate and maintain the Facility
in good condition.

anization). The Organization covenants and agrees that so long as

(c) It will impose and collect such rates and charges that gross revenues will be sufficient at all times to provide
for payment of the operation and maintenance thereof; the installment payments on the note; and the maintenance of
the various funds herein created. All service rendered by or use of the Facility shall be subject to the full rates prescribed in
the rules and regulations of the Organization; no free service by or use of the Facility will be permitted.

(d) It will cause to be levied and collected such assessments as may be necessary to operate and maintain the
Facility in good condition and meet installment payments on the note when the same become due if, for any reason, gross
revenues are insufficient.

(e) It will establish and maintain such books and records relating to the operation of the system and its
financial affairs, and will provide for the annual audit thereof, in such manner as may be required by the Government; will
provide the Government without its request a copy of each such audit; and will make and forward to the Government such
additional information and reports as it may from time to time require.

(f) It will provide the Government, at all reasonable times, access to all books and records relating to the
Facility and access to the property of the Facility so that the Government may ascertain that the Organization is complying
with the provisions hereof and with the provisions of other instruments incident to the making or insuring of the loan.

(g) It will maintain at least such insurance and fidelity bond coverage as may be required by the Government.

(h) It will not borrow any money from any source or enter into any contract or agreement or incur any other
liabilities in connection with making extensions or improvements to the Facility, exclusive of normal maintenance, without
obtaining the prior written consent of the Government.

() Ttwillnot cause or permit any voluntary dissolution of its organization, or merge or consolidate with any
other organization, without obtaining the prior written consent of the Government. It will not dispose of or transfer title
to the facility or any part thereof, including lands and interest in lands, by sale, security instrument, lease or other
encumbrance, without obtaining the prior written consent of the Government. Revenue in excess of the amount
required to maintain the accounts described by Section 4 herein will not be distributed or transferred to any other
organization or legal entity.

() Itwill not modify or amend the Articles of Incorporation or the Bylaws of the Organization without the
written consent of the Government, ¥

(k) It will provide adequate service to all persons within the service area who can feasibly and legally be served
and will obtain USDA’s concurrence prior to refusing new or adequate services to such persons. Upon failure to provide
services which are feasible and legal, such person shall have a direct right of action against the organization or public body.

(I)  All present and future contract rights, accounts receivable, and general intangibles arising in connection
with the facility are pledged as security for the loan.

(m) It will comply with the measures identified in the Government's environmental impact analysis for this
facility for the purpose of avoiding or reducing adverse environmental impacts of the facility’s construction or operation.
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Section 6. (Security Instruments). sn order to secure the payment of the principal anu interest of the note, the

President and Secretary of the Organization are hereby authorized and directed to execute and deliver good and sufficient

lien instruments, where necessary, encumbering the properties and assets both real and personal constituting said Facility, as

completed oras the same may be thereafter extended, including an assignment and pledge of revenues and such other
instruments as may be prescribed by the Government

Section 7. (Refinancing). If at any time it shall appear to the Government that the Organization is able to refinance
the amount of the indebtedness then outstanding, in whole or in part, by obtaining a loan for such purposes from responsible
cooperative or private credit sources at reasonable rates and terms for loans for similar purposes and periods of time, the

Organization will, upon request of the Government, apply for and accept such loan in sufficient amount to repay the
Government and will take such actions as may be required in connection with such loan.

Section 8.  ("Equal Employment Opportunity under Construction Contracts and Nondiscrimination”). The President
and the Secretary be and they are hereby authorized and directed to execute for and on behalf of the Organization, Form
RD 400-1, "Equal Opportunity Agreement", and Form RD 400-4, " Assurance Agreement".

Section 9. In the case ofa grant in the sum notto exceed $
hereby accepts the grant under the terms as offered by the Government and that the _President

and Secretary ofthe Board _ of the Organization are hereby authorized and empowered to take all action

necessary or appropriate in the execution of al
and the Organization hereby resolves to opera

, the Organization

I written instruments as may be required in regard to or as evidence of such grant
te the facility under the terms as offered in said grant agreement(s).

Section 10. Default under the provisions of this agreement
loan may be construed by the Government to constitute default
executed or assumed by the Organization, and defa
constitute default hereunder.

or any instrument incident to the making or issuing of the
under any other instrument held by the Government and
ult under any such instrument may be construed by the Government to

Section 11. (Resolution of Contract). The provisions hereof and the
or the insuring of the loan, unless otherwise specifically provided by the t
between the Organization and the Government or assignee so long as the

provisions of all instruments incident to the making
erms of such instruments, shall constitute a contract
note hereby authorized remains unpaid.

Section 12. This resolution shall take effect and be in force from and after the 2nd day of
July, 2003 , being the date of its enactment.
The vote was: Yeas 4 Nays 0 Absent 0

Kirksville Water Association

r
(SEAL) (if applicable By % % / ) Wh/
rﬁi’“y"?./{a y v
Attest:, i President
7’ 7 A Title r
@&LZ Ve,

Carl Turner
Title _Secretary of the Board

CERTIFICATION

I, the undersigned, as secretary of the Kirksville Water Association
hereby certify that the Board of Directors
members of whom Iembers . cpornsetﬁueag aquorum, were present at a meeting thereof duly called and held on the Eﬂ day
of July, 2003 ; that the foregoing resolution was adopted at such meeting by the vote shown

above, and that said resolution has not been rescinded or amended in any way.

of such Organization or Corporation is composed of 1,642

Dated, this 2nd day of July, 2003

Carl Turner

Secretary of Kirksville Water Association

2t
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A RESOLUTION OF THE Board of Directors

OF THE Kirksville Water Association
AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS IN THE

PRINCIPAL AMOUNT OF $ 100,000.00 FOR THE PURPOSE

OF PROVIDING A PORTION OF THE COST OF ACQUIRING- AND CONSTRUCTING A

2002 Waterline Extension , PROVIDING FOR THE COLLECTION, HANDLING, AND
DISPOSITION OF REVENUES THEREFROM, AND AUTHORIZING MAKINGS OF PROMISSORY
NOTE(S), SECURITY INSTRUMENTS, AND PLEDGES OF REVENUES TO EVIDENCE AND
SECURE THE PAYMENT OF SAID INDEBTEDNESS AND FOR RELATED PURPOSES.

WHEREAS, the Kirksville Water Association

hereinafter referred to as the "Organization" , was organized under
g 8

KRS Chapter' Q 73

for the purpose of providing a

Water Association (hereinafter referred to

as the "Facility") to serve the Members of the said Organization;

WHEREAS, a meeting of the members of the said organization was held on the 2nd__ day of July, 2003
pursuant to proper notice thereof to consider plans for the acquisition and construction methods of financing the Facility; and,

as shown by the minutes of said meeting, of the 1,642 members of record of the organization there were

present and voting L{‘

,and by a recorded majority vote, the Facility and its financing authorized; and,
WHEREAS, the proposed Facility is to be constructed and equipped in accordance with plans and specifications

prepared by CMW, Inc.

and in order to finance the Facility, the Board of Directors

(hereinafter referred to as the “Board”) is authorized and empowered, in their discretion, forand in the name of the
organization, to make application to the United States of America, acting through the United States Department of Agriculture,
(hereinafter referred to as the "Government"), for financial assistance; to cause the execution and delivery of a promissory

note or notes or other evidence of indebtedness (hereinafter referred to as the "note"), and appropriate security instruments

to secure any loan or loans made or insured by the Government; to comply with any requirements, terms or conditions prescribed
by the Government or by Government regulations; and to execute contracts or enter into agreements and, without limitation, to takc

any and all other action as may be necessary, incidental or appropriate to finance, acquire, construct, complete, and/or equip the Facility
for and on behalf of the Organization.

NOW THEREFORE, it is hereby resolved by the Board as follows:

Section 1. (Determination of Board). That it is necessar
a loan made or insured by the Government in accordanc
Act, it being. determined that the Organization is unab

y to defray a portion of the costs of financing the Facility by obtaining
e with applicable provisions of the Consolidated Farm and Rural Development
le to obtain sufficient credit elsewhere to finance the Facility, taking into

consideration prevailing private and cooperative rates and terms currently available;

Public reporting burden Jor this collection
searching existing data sources, gathering
regarding this burden estimate or any othe:

of information is estimated to average | hour per response, including the time for reviewing instructions,
and maintaining the dala needed, and completing and reviewing the collection of information. Send c Is

r aspect of this collection of information, including suggestions Jor reducing this burden, to Department of
Agriculture, Clearance Officer, OIRM, Room 404-W, Washin

Project (OMB No. 0575-0015), Washington, DC 20503.

gton, DC 20250, and to the Office of Management and Budget, Paperwork Reduction




Section 2. (Terms of Loan). Tha. .;e Organization borrow $ 100,000.6.. : and issue as evidence
thereof an installment promissory note in the form prescribed by the Government for the full principal amount 9f the loan.
The note shall be signed by the President, attested by the Secretary, and have the corporate seal of the Organization affixed
thereto, and shall bear interest from its date, which shall be the date of delivery, at a rate not to exceed 4.5000%  percent per

annum, the principal and interest shall be paid over a period of 40 years in accordance with the paymgnt schedule set
forth in the promissory note, until the principal and interest are fully paid, except the final payment of the entire indebtedness,

if not sooner paid, shall be due and payable 4() years from the date of the note. Each payment shall be applied first
to the payment of the accrued interest and second to the payment of the principal. Prepayments of any installment
may be made in any amount at any time at the option of the Organization.

Section 3. (Assignment and Pledge of Revenue). The indebtedness hereby authorized to be incurred, together with the
interest thereon; shall be payable from the gross income and revenue to be derived from the operation of the Facility, a
sufficient portion of which, to pay the principal and interest as and when the same shall become due, is hereby assigned, and

pledged and shall be set aside for that purpose and this assignment and pledge shall extend to and include any assessments that
may be levied pursuant to Section 5 (d) hereof.

Section 4. (Protection and Disposition of Funds). The  Treasurer

of the Organization shall be the custodian of all funds of the Organization. Funds may be deposited in institutions insured by
the State or Federal Government or invested in readily marketable securities backed by the full faith and credit of the United
States. Any income from these accounts will be considered as revenues of the system.

The _Treasurer

is hereby directed to establish the following accounts into which the current funds
of the Organization, note proceeds, the revenues from the Facility and any other income shall be deposited, which accounts
shall be continually maintained, except as otherwise provided, so long as the indebtedness hereby authorized remains unpaid:

(a) Construction Account.
The proceeds of the borrowing hereby authorized not disbursed contemporaneously with loan closing for incurred Facility
costs, and at least the amount of $16,300 to be contributed by the Organization from the collection of initial

connection fees, membership fees, or contributions shall be deposited in the Construction Account, which shall be established
as required by the Government. Withdrawals from the construction account shall be made only on checks signed by the

Treasurer of the Organization as authorized by the Board from timeto time,

and with prior concurrence of the Government. At the option of the Government, the construction account may be established as
a "supervised bank account”. Amounts in the supervised bank account exceeding $100,000 shall be secured by the depository
bank in advance in accordance with U.S. Treasury Department Circular No. 176. Withdrawals from a supervised bank account

shall be made only on checks signed by the ~ President of the Organization and countersigned

by an authorized official of the Department of Agriculture. The Organization’s share of any insurance or liquidated damages and other
monies paid by defaulting contractors or their sureties will be deposited in the Construction Account to assure completion of the
Facility. When all construction costs have been paid in full, any balance remaining in the Construction Account may be applied

on the loan or used for other authorized purposes that have been approved by the Government and the Construction Account
shall be closed.

(b) General Account

As soon as the facility becomes revenue producing, all funds received shall be set aside in an account to be designated as the
General Account, and disbursements and transfers from this account shall be in the following priority: Debt Service,

Operations and Maintenance, transfers to Reserve Account. Monies deposited in the General Account shall be used only in
the manner and order as follows:

(1)  Borrowers making monthly USDA Debt Service Payments shall use the General Account for making such

payments plus operating and maintenance expenses. Also, funds will be transferred from this account to the Reserve Account
in accordance with (d) below.

2) Borrowers making other than monthly USDA Debt Service Payments shall use the General Account to pay
operating and maintenance expenses. Other transfers from this account will be made in the following order: (i) Transfers

to the Debt Service Account will be made in accordance with (c) below, (i) Transfers to the Reserve Account will be made in
accordance with (d) below.
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A RESOLUTION OF THE __Membership

OF THE _Kirksville Water Association. Inc.
AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS IN THE

PRINCIPAL AMOUNT OF $102,300.00 FOR THE PURPOSE
PROVIDING A PORTION OF THE COST OF ACQUIRING AND CONSTRUCTING A

water systems , PROVIDING FOR THE COLLECTION, HANDLING, AND
DISPOSITION OF REVENUES THEREFROM, AND AUTHORIZING MAKINGS OF PROMISSORY NOTES,
SECURITY INSTRUMENTS, AND PLEDGES OF REVENUES TO EVIDENCE AND SECURE THE PAYMENT
OF SAID INDEBTEDNESS AND FOR RELATED PURPOSES.

WHEREAS, the __Kirksville Water Association, Inc.

, (hereinafter

referred to as the “Organization™), was organized under Kentucky Revised Statutes Chapter 273

for the purpose of providing a
rural water distribution system

(hereinafter referred to as the
“Facility™) to serve the members of the said Organization; and

WHEREAS, a meeting of the members of the said Organization was held on the  19th day of __September, 1998
pursuant to proper notice thereof to consider plans for the acquisition, construction, and methods of financing the Facility:

and, as shown by the minutes of said meeting, of the _1 , 286 members of record of the Organization there were present and voting

, and by a recorded vote, the Facility and its financing were authorized; and,
WHEREAS, the proposed Facility is to be constructed and in accordance with plans and specifications

preparedby‘ Chrisman, Miller Woodford, Inc.

and in order to finance the Facility, the Kirksville Water Association

(hereinafter referred to as the “Board™) is authorized and empowered, in their discretion, for and in the name of the Organization, to make application
to the United States of America, through the United States Department of Agriculture, (hereinafter referred to as the “Government”), for financial
assistance; to cause the execution and delivery of an installment promissory note or notes or other evidence of indebtedness (hereinafter referred to
as the “Note™), and appropriate security instruments to secure any loan or loans made or insured by the Government: to comply with any requirements,
terms or conditions prescribed by the Government or by Government regulations; and to execute contracts or enter into agreements and,.without

limitation, to take any and all other action as may be necessary, incidental or appropriate to finance, acquire, construct, complete, or equip the
Facility for and on behalf of the Organization,

NOW T‘HEREFORE, it is hereby resolved by the Board as follows:

Section .I.. (Determination of Board). That it is necessary to defray a portion of the costs of financing the Facility by obtaining a loan made
or insured by the/Government in accordance with applicable provisions of the Consolidated Farm and Rural Development Act, it being determined
that the Organization is unable to obtain sufficient credit elsewhere to finance the Facility,

taking into consideration prevailing private and cooperative
rates and terms currently available;

Public reporting for this collection of information is estimated to avera

e | howr per respense. including the time for reviewing instructions, searching existing data sonrces. gathering and
maintaining the data needed., and completing

and reviewing the collection of information. Send comments regarding this burden estimate or any other aspect of this collection of information.
including suggestions for reducing this hurden. 1o Department of Agriculture, Clearance Officer. OIRM. STOP 7630. Washington, D.C. 20250. Please DO NOT RETURN this Sform 1o this
address. Forward to the local USDA office only. You are not required 1o respend 1o this collection of information wnless it displays a currently valid OMB control nuniber.



(c) Debt Service Account -
For borrowers on other than monthly debt service payments, transfers, in proportion to income availability, shall be maqe
from the General Account and set aside in an account designated as the Debt Service Account, in sufficient amounts which
will accumulate for the next installment on the note.

(d) Reserve Account
From the remaining funds in the General Account, after transfers and payments required in (b) (1) or (b) (2) and (c), there

shall be set aside into an account(s) designated as the Reserve Account(s) the sum of $ 50.00

each month until the sum of $ 6,000.00 is reached. With the prior written approval of the Government,
funds may be withdrawn and used-for such things as loan installments, emergency maintenance, extensions to facilities and
replacement of short-lived assets, subject to conditions extablished by the Government.

(e) Whenever there shall accumulate in the General Account amounts in excess of those required in
subsections (b)(1) and (2), (c), and (d), such excess will be used by the organization to make prepayments
on the loan or retained in the General Account.

(f) The accounts required in subsections (b)(1) and (2), (c), and (d) may be established and maintained

as bookkeeping accounts or as separate bank accounts at the election of the Organization, unless otherwise
directed by the Government.

Section 5. (Other Covenants and Agreements of the Organization). The Organization covenants and agrees that so long as
the indebtedness hereby authorized remains unpaid,

(@) It will indemnify the Government for any payments made or losses suffered by the Government.

(b) It will comply with applicable State laws and regulations and continually operate and maintain the Facility
in good condition.

(¢) It will impose and collect such rates and charges that gross revenues will be sufficient at all times to provide
for payment of the operation and maintenance thereof; the installment payments on the note; and the maintenance of
the various funds herein created. All service rendered by or use of the Facility shall be subject to the full rates prescribed in
the rules and regulations of the Organization; no free service by or use of the Facility will be permitted.

(d) It will cause to be levied and collected such assessments as may be necessary to operate and maintain the
Facility in good condition and meet installment payments on the note when the same become due if, for any reason, gross
revenues are insufficient.

(e) It will establish and maintain such books and records relating to the operation of the system and its
financial affairs, and will provide for the annual audit thereof, in such manner as may be required by the Government; will
provide the Government without its request a copy of each such audit; and will make and forward to the Government such
additional information and reports as it may from time to time require.

(f) It will provide the Government, at all reasonable times, access to all books and records relating to the
Facility and access to the property of the Facility so that the Government may ascertain that the Organization is complying
with the provisions hereof and with the provisions of other instruments incident to the making or insuring of the loan.

(8) It will maintain at least such insurance and fidelity bond coverage as may be required by the Government.

(h) It will not borrow any money from any source or enter into any contract or agreement or incur any other
liabilities in connection with making extensions or improvements to the Facility, exclusive of normal maintenance, without
obtaining the prior written consent of the Government.

(i) Itwill not cause or permit any voluntary dissolution of its organization, or merge or consolidate with any
other organization, without obtaining the prior written consent of the Government. It will not dispose of or transfer title
to the facility or any part thereof, including lands and interest in lands, by sale, security instrument, lease or other
encumbrance, without obtaining the prior written consent of the Government. Revenue in excess of the amount
required to maintain the accounts described by Section 4 herein will not be distributed or transferred to any other
organization or legal entity.

() Itwill not modify or amend the Articles of Incorporation or the Bylaws of the Organization without the
written consent of the Government,

(k) Itwill provide adequate service to all persons within the service area who can feasibly and legally be served
and will obtain USDA’s concurrence prior to refusing new or adequate services to such persons. Upon failure to provide
services which are feasible and legal, such pérson shall have a direct right of action against the organization or public body.

(1) All present and future contract rights, accounts receivable, and general intangibles arising in connection
with the facility are pledged as security for the loan.

(m) It will comply with the measures identified in the Government's environmental impact analysis for this
facility for the purpose of avoiding or reducing adverse environmental impacts of the facility’s construction or operation.
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Section 6. (Security Instruments). . order to secure the payment of the principal an. w:terest of the note, the
President and Secretary of the Organization are hereby authorized and directed to execute and deliver good and sufficient
lien instruments, where necessary, encumbering the properties and assets both real and personal constituting said Facility, as
completed oras the same may be thereafter extended, including an assignment and pledge of revenues and such other
instruments as may be prescribed by the Government

Section 7. (Refinancing). [fat any time it shall appear to the Government that the Organization is able to refinance
the amount of the indebtedness then outstanding, in whole or in part, by obtaining a loan for such purposes from responsible
cooperative or private credit sources at reasonable rates and terms for loans for similar purposes and periods of time, the

Organization will, upon request of the Government, apply for and accept such loan in sufficient amount to repay the
Government and will take such actions as may be required in connection with such loan.

Section 8. ("Equal Employment Opportunity under Construction Contracts and Nondiscrimination™). The President
and the Secretary be and they are hereby authorized and directed to execute for and on behalf of the Organization, Form
RD 400-1, "Equal Opportunity Agreement", and Form RD 400-4, " Assurance Agreement".

Section 9. In the case of a grant in the sum not to exceed $ 116,400.00 , the Organization
hereby -accepts the grant under the terms as offered by the Government and that the _President
and Secretary

of the Organization are hereby authorized and empowered to take all action
necessary or appropriate in the execution of all written instruments as may be required in regard to or as evidence of such grant

and the Organization hereby resolves to operate the facility under the terms as offered in said grant agreement(s).

Section 10. Default under the provisions of this agreement or any instrument incident to the making or issuing of the
loan may be construed by the Government to constitute default under any other instrument held by the Government and

executed or assumed by the Organization, and default under any such instrument may be construed by the Government to
constitute default hereunder.

Section 11. (Resolution of Contract). The provisions hereof and the provisions of all instruments incident to the making

or the insuring of the loan, unless otherwise specifically provided by the terms of such instruments, shall constitute a contract
between the Organization and the Government or assignee 50 long as the note hereby authorized remains unpaid.

Section 12. This resolution shall take effect and be in force from and after the ‘ 2nd
July, 2003 , being the date of its enactment.

The vote was: Yeas ?L Nays 0 Absent O

day of

Kirksville Water Association
£

(SEAL) (if applicable

%L&%—éa«%

Carl Turner
Title __Secretary

CERTIFICATION

I, the undersigned, as secretary of the Kirksville Water Association

hereby certify that the Board of Directors

of such Organization or Corporation is composed of 1,642

members of whom NETbErs

of July, 2003 ; that the foregoing resolution was adopted at such meeting by the vote shown
above, and that said resolution has not been rescinded or amended in any way.

, constituting a quorum, were present at a meeting thereof duly called and held on the 2nd day

Dated, this 2nd day of July, 2003

ééb/ & %M@d\_,

Secretary of Kirksville Water Association
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Section 2. (Terms of Loan). That the Organization borrow $ 102 > 300.00 and issue as evidence
thereof Note in the form prescribed by the Government for the full principal amount of the loan. The note shall be signed by the President, attested
by the Secretary and if necessary, have the corporate seal of the Organization affixed thereto, and shall bear interest from its date, which shall be the

date of delivery, at a rate not to exceed _4 % percent per annum;

the principal and interest shall be paid over a period of __4( __ years in accordance with the payment schedule set forth in the Note, until the

principal and interest are fully paid except the final payment of the entire indebtedness, if not sooner paid, shall be due and payable _40 years

from the date of the Note. Each payment shall be applied first to the payment of the accrued interest and second to the payment of the principal.
Prepayments of any installment may be made in any amount at any time at the option of the Organization.

Section 3. (Assignment and Pledge of Revenue). The indebtedness hereby authorized to be incurred, together with the interest thereon,
shall be payable from the gross income. and.reyenug-to be derived-from the operation of the Facility, a sufficient portion of which, to pay the
principal and interest as and when the same shall become due, is hereby assigned, and pledged and shall be set aside for that purpose and this
assignment and pledge shall extend to and include any assessments that may be levied pursuant to Section 5 (d) hereof.

Section 4. (Protection and Disposition of Funds). The treasurer
of the Organization shall be the custodian of all funds of the Organization. Funds may be deposited in institutions insured by the State or Federal

Government or invested in readily marketable securities backed by the full faith and credit of the United States. Any income from these accounts
will be considered as revenues of the system.

The Kirksville Water Associati on is hereby directed to establish the following accounts into which the current funds
of the Organization, Note proceeds, the revenues from the Facility and any other income ;shail be deposited, which accounts shall be continually
maintained, except as otherwise provided, so long as the indebtedness hereby authorized remains unpaid:

(a) Construction Account.
The proceeds of the Note, hereby authorized not disbursed contemporaneously with loan closing for incurred Facility costs, and at least the amount

of $ _33,300 to be contributed by the Organization from the collection of initial connection fees, membership fees or contributions shall
be deposited in an account designated as the Construction Account which shall be established as required by the Government. Withdrawals from the

construction account shall be made only on checks signed by the President of the Organization as authorized by
the Board from time to time, and with prior concurrence of the Government. At the option of the Government, the construction account may be
established as a “supervised bank account”. Amounts in the supervised bank account exceeding $100,000 shall be secured by the depository bank
in advance in accordance with 31 C.ER. part 22. Withdrawals from a supervised bank account shall be made only on checks signed by the

President

of the Organization and countersigned by an authorized official of the Government. The Organization’s
share of any insurance or liquidated damages and other monies paid by defaulting contractors or their sureties will be deposited in the Construction
Account 1o assure completion of the Facility. When all construction costs have been paid in full, any balance remaining in the Construction Account

may be applied on the loan or used for other authorized purposes that have been approved by the Government and the Construction Account shall
be closed.

»

(b) General Account

As soon as the Facility becomes revenue producing, all funds received shall be set aside in an account to be designated as the General Account
Disbursements and transfers from this account shall be for: debt service, operations and maintenance, and transfers to an account designated as the
Reserve Account. Monies deposited in the General Account shall be used only in the manner and order as follows:

(1) Organizations making monthly Government debt service payments shall use the General Account for making such payments
plus operating and maintenance expenses. Any remaining funds will be transferred from this account to the Reserve Account in accordance with
(d) below. .

(2) Borroweits mdking other than monthly Government debt service payments shall first use the General Account to pay
operating and maintenance expenses. Then other transfers from this account will be made in the following order: (i) To an account designated as the
Debt Service Account will be made in accordance with (c) below, (ii) Transfers to the Reserve Account will be made in accordance with (d) below.

o

(c) Debt Service Account

Organizations making other than monthly debt service payments, shall transfer subject to income availability from the General Account to the Debt
Service Account, a sum not to increase the next installment on the note.




‘(d) Reserve Account -
From the remaining funds in the General Account, after transfers and payments required in (b) (1) or (b) (2) and (c), there shall be set aside into

the Reserve Account the sum of $ 50.00 each month until there is accumulated in that account the sum of

s _entire life of loan after which deposits may be suspended, except to replace withdrawals. When necessary,
disbursements may be used for payments due on the Note if sufficient funds are not available in the General or Debt Service Account. With the prior
written approval of the Government, funds may be withdrawn for:

(1) paying the cost of repairing or replacing any damage to the Facility which may have been caused by catastrophe, or
(2) making extensions or improvements to the Facility.
Whenever disbursements are made from the Reserve Account, monthly deposits shall then be resumed until there is again

5 i section | 5
Organization to make prepayments on the loan or retained in the General Account. The accounts required in subsections (b) (1) and (2), (c) and (d)

may be established and maintained as bookkeeping accounts or as separate bank accounts at the election of the Organization, unless otherwise
directed by the Government.

Section 5. (Other Covenants and Agreements of the Org;

anization). The Organization covenants and agrees that so long as the
indebtedness hereby authorized remains unpaid:

(@) Itwill indemnify the Government for any payments made or losses suffered by the Government.
(b) It will comply with applicable state laws and regulations and continually operate and maintain the Facility in good condition.

(¢) Trwill impose and collect such rates and charges that gross revenues will be sufficient at all times to provide for the payment of
the operation and maintenance thereof and the installment payments on the Note and the maintenance of the various accounts herein created. All
service rendered by or use of the Facility shall be subject to the full rates prescribed in the rules and regulations of the Organization.

(d) If, for any reason, gross revenues are insufficient, it will cause to be levied and collected such assessments as may be necessary
to operate and maintain the Facility in good condition and meet installment payments on the Note as the same become due.

(e) It will (i) establish and maintain such books and records relating to the operation of the Facility and its financial affairs,
(i1) will provide for the annual audit thereof in such manner as may be required by the Government, (iii) will provide the Government without its

request a copy of each such audit, and (iv) will make and forward to the Government such additional information and reports as it may from time
to time require.

(f)  Ttwill provide the Government, at all reasonable times, access to the Facility and all its books and records so that the Government

may ascertain that the Organization is complying with the provisions hereof and with the provisions of other instruments incident to the making or
insuring of the loan.

N

(g) Ttwill maintain at least such insurance and fidelity bofid or employee dishonesty coverage as may be required by the Government.

(h) Tt will not borrow any money from any source or enter{nto any contract or agreement or incur any other liabilities in connection

with making extensions or improvements to the Facility, exclusive of no {'nal maintenance, without obtaining the prior written consent of the
Government. \

\

(i) It will not cause or permit any voluntary dissolution of the Organization or merge or consolidate with an other organization,
without obtaining the prior written consent of the Government. It will not dispose of, or transfer title to the Facility or any part thereof, including
lands and interest in lands by sale, security instrument, lease or other encumbrance, without obtaining the prior written consent of the Government.

Revenue, in excess of the amount required to maintain the accounts described by Section 4 herein, will not be distributed or transferred to any other
organization or legal entity.

() Ttwillwiot modify or amend its organizational documents, including any articles of incorporation or bylaws without the written
consent of the Government.

(k) Tt will provide adequate service to all persons within the service area who can feasibly and legally be served and will obtain

Government’s concurrence prior o refusing new or adequate services to such persons. Upon failure to provide services which are feasible and legal,
such person shall have a direct right of action against the Organization or public body.

(1) All present and future contract rights, accounts receivable, and general intangibles arising in connection with the Facility are
pledged as security for the loan.




(m) It will comply v..... ... measures identified in the Government’s environmental impact analysis for this Facility for the purpose of
avoiding or reducing the adverse environmental impacts of the Facility’s construction or operation.

Section 6. (Security Instruments). In order to secure the payment of the principal and interest of the Note, the President and Secretar)f of the
Organization are hereby authorized and directed to execute and deliver good and sufficient lien instruments, where necessary, encu_mbenpg the
properties and assets, both real and personal, constituting said Facility, as completed, or as the same may be thereafter extended, including an
assignment and pledge of revenues and such other instruments as may be prescribed by the Government.

Section 7. (Refinancing). If at any time it shall appear to the Government that the Organization is able to refinance the amount of the
indebtedness then outstanding, in whole or in part, by obtaining a loan for such purposes from responsible cooperative or private credit sources, at
reasonable rates and terms for loans for similar purposes and periods of time the Organization will, upon request of the Government, apply for, and
accept, such loan in sufficient amount to repay the Government and will take all such actions as may be required in connection with such loan.

Section 8. (“Equal Employment Opportunity under Construction Contracts and Nondiscrimination”

they are hereby authorized and directed to execute for and on behalf of the Organization, Form FmHA 4
Form FmHA 400-4, ““Assurance Agreement”.

). The President and the Secretary be and
00-1, “Equal Opportunity Agreement”, and

Section 9. (Authorization of Officials). In the case of a grant in the sum not to exceed $ 306 900 , the Organization hereby accepts the
grant under the terms as offered by the Government and thatthe President and__Secretary of the
Organization are hereby authorized and empowered to take all action necessary or appropriate in the executio
required in regard to or as evidence of such grant and the Organization hereb
agreements.

n of all written instruments as may be
y resolves to operate the Facility under the terms as offered in said grant

Section 10. (Cross Default). Default under the provisions of this a
may be construed by the Government to constitute default un
Organization, and default under any such instrument may be

greement or any instrument incident to the making or issuing of the loan
der any other instrument held by the Government and executed or assumed by the
construed by the Government to constitute default hereunder.

Section I1. (Resolution of Contract). The provisions hereof and the
loan, unless otherwise specifically provided by the terms of such instrument
or assignee so long as the note hereby authorized remains unpaid.

provisions of all instruments incident to the making or the insuring of the
s, shall constitute a contract between the Organization and the Government

Section 12. (Effective Date). This resolution shall take effect and be in force from and after the 15th day of
Septemher , 19 _Q8 , being the date of its enactment.
The vote was: Yeas L’ Z- Nays O Absent
Kirksville Watgy Association
(SEAL) (if applicable) By z /é rl
Attest: - Tile __President /d/
(&L p L2200 H 2.
< 7 4 7
Title Secretary
CERTIFICATION
I, the undersigned, as secretary of the __Kirksville Water Association
hereby certify that the Membership of such Organization or Corporation is composed of 1 , 286
those in attendance

members of whom

, constituting a quérum, were present at a meeting thereof duly called and held on the ] 5thday of _Septemher,

19 98 ; that the foregoing resolution was

adopted at such meeting by the vote shown above, and that said resolution has not been rescinded or
amended in any way.

VQZ/KC%)Z@@

Secretary of Kirksville Water Association

Dated, this 15th day of _September 1998 .

%U.S. GOVERNMENT PRINTING OFFICE: 1996-758-516/60179
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- Position 5 FORM APPROVED
23?&253: ;\94 29 S OMB NO. 0575-0015
(Rev. 6-89) LOAN RESOLUTION SECURITY AGREEMENT
i Y
A RESOLUTION OF THE Membership q {-03

OF THE Kirksville Water Association, Inc.
\ AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS IN THE

PRINCIPAL AMOUNT OF $93.500.00 FOR THE PURPOSE

OF PROVIDING A PORTION OF THE COST OF ACQUIRING AND CONSTRUCTING A

water system , PROVIDING FOR THE COLLECTION, HANDLING, AND
DISPOSITION OF REVENUES THEREFROM, AND AUTHORIZING MAKINGS OF PROMISSOR Y
NOTE(S), SECURITY INSTRUMENTS, AND PLEDGES OF REVENUES TO EVIDENCE AND
SECURE THE PAYMENT OF SAID INDEBTEDNESS AND FOR RELATED PURPOSES.

i

WHEREAS, the __Kirksville Water Association, Inc. , (hezeinafter

re;'feri“ed to as the “Organization”), was organized under Kentucky Revised Statutes, Chapter 273

= : for the purpose of providing a

rural water distribution system

(hereinafter referred to as the
“Facility”) to serve the Members of the said Organization; and 5

WHEREAS, a meeting of the members of the said organization was held on the 29th day of September, 1993
pursuant to proper notice thereof to consider plans for the acquisition and construction methods of financing the Facility:

and, as shown By the minutes of said meeting, of the 1061

members of record of the organization there were

present and voting __ 6_members

, and by a recorded majority vote, the Facility and its financing authorized; and,

WHEREAS, the proposed Facility is to be constructed and equipment in accordance with plans, and specifications

prepareci by CMW, Inc,

and in order to finance the Facility, the Kirksville Water Association

(hereinafter referred.to as the “Board”) is authorized and empowered, in their discretion, for and in the name of the
organization, to make application to the United States of America, acting through the Farmers Home Administration, United
States Department of Agriculture, (hereinafter referred to as the “Government”), for financial assistance; to cause the
execution and delivery of a promissory note or notes or other evidence of indebtedness (hereinafter referred to as the “note”),
and appropriate security instruments to secure any loan or loans made or insured by the Government; to comply with any
requirements, terms or conditions prescribed by the Government or by Government regulations; and to execute contracts or
enter into agreements and, without limitation, to take any and all other action as may be necessary, incidental or appropriate

to finance, acquire, construct, complete, and/or equip the Facility for and on behalf of the Organization.
NOW THEREFORE, it is hereby resolved by the Board as follows:

Section 1. (Determination of Board). That it is necessary to defray a portion of the costs of financing the Facility by
obtaining a loan made or insured by the Government in accordance with applicable provisions of the Consolidated Farm and
Rural Development Act, it being determined that the Organization is unable to obtain sufficient credit elsewhere to finance
the Facility, taking into consideration prevailing private and cooperative rates and terms currently available;

Publlﬁ‘reportiag burden for this collection of information is estimated to average 1 hour per response, inciuding the time for reviewing instructions,
searching existin

g data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. Send comments
regarding this burden estimate or any other aspect of this collection of information, including suggestions for reducing this burden, to Department of
Agriculture, Clearance Officer, OIRM, Room 404-W, Washington, D.C. 20250; and to the Office of Management and Budget, Paperwork Reduction
Project (OMB No. 0575-0015),' Washington, D.C.20503.




Section 2. (Terms of Loan). That the Organization borrow $ 93,500.uu and issue as evidence
thereof an installment promissory note in the form prescribed by the Government for the full principal amount of the loan.
The note shall be signed by the President, attested by the Secretary and have the corporate seal of the Organization affixed

thereto, and shall bear interest from its date, which shall be the date of delivery, at a rate not to exceed 5.75  percent per annum;

the principal and interest shall be paid over a period of 30 years in accordance with the payment schedule set forth in
the promissory note, until the principal and interest are fully paid except the final payment of the entire indebtedness, if not

sooner paid, shall be due and payable —80 ___ years from the date of the note. Each payment shall be applied first to the
payment of the accrued interest and second to the payment of the principal. Prepayments of any installment may be made
in any amount at any time at the option of the Organization.

Section 3. (Assignment and Pledge of Revenue). The indebtedness hereby authorized to be incurred, together with the
interest thereon, shall be payable from the gross income and revenue to be derived from the operation of the Facility, a
sufficient portion of which, to pay the principal and interest as and when the same shall become due, is hereby assigned, and
pledged and shall be set aside for that purpose and this assignment and pledge shall extend to and include any assessments
that may be levied pursuant to Section 5 (d) hereof.

Section 4. (Protection and Disposition of Funds). The treasurer
of the Organization shall be the custodian of all funds of the Organization. Funds may be deposited in institutions insured

by the State or Federal Government or invested in readily marketable securities backed by the full faith and credit of the
United States. Any income from these accounts will be considered as revenues of the system.

The _Kirksville Water ASSOCiatiiQBrcby directed to establish the following accounts into which the current funds
of the Organization, note proceeds, the revenues from the Facility and any other income shall be deposited, which accounts
shall be continually maintained, except as otherwise provided, so long as the indebtedness hereby authorized remains unpaid:

(a) Construction Account.

The proceeds of the borrowing hereby authorized not disbursed contemporaneously with loan closing for incurred Facility

costs, and at least the amount of § ___34,200.00 ___ to be contributed by the Organization from the collection of initial
connection fees, membership fees or contributions shall be deposited in the Construction Account which shall be established
as required by the Government. Withdrawals from the construction account shall be made only on checks signed by the

President of the Organization as authorized by the Board from time to time,
and with prior concurrence of FmHA. At the option of the Government, the construction account may be established as a
“supervised bank account”. Amounts in the supervised bank account exceeding $100,000 shall be secured by the depository
bank in advance in accordance with U.S. Treasury Department Circular No. 176. Withdrawals from a supervised bank account

shall be made only on checks signed by the President of the Organization and countersigned by
an authorized official of the Farmers Home Administration. The Organization’s share of any insurance or liquidated damages
and other monies paid by defaulting contractors or their sureties will be deposited in the Construction Account to assure
completion of the Facility. When all construxtion costs have been paid in full, any balance remaining in the Construction

Account may be applied on the loan or used for other authorized purposes that have been approved by the Government
and the Constructon Account shall be closed.

(b) General Account

As soon as the facility becomes revenue producin% all funds received shall be set aside in an account to be designated as the
General Account, and disbursements and transfers from this account shall be in the following priority: Debt Service,

Operations and Maintenance, transfers to Reserve Account. Monies deposited in the General Account shall be used only in
the manner and order as follows:

']

(1) Borrowers making monthly FmHA Debt Service Payments shall use the General Account for making such

payments plus operating and maintenance expenses. Also, funds will be transferred from this account to the Reserve Account
in accordance with (d) below.

(2) . Bortowers making other than monthly FmHA Debt Service Payments shall use the General Account to pay
first operating and maintenance expenses. Other transfers from this account will be made in the following order: (i) Transfers

to the Debt Service Account will be made in accordance with (c) below, (ii) Transfers to the Reserve Account will be made in
accordance with (d) below.



(c) - Debt Service Account

For borrowers on other than monthly debt service payments, transfers, in proportion to income availability, shall be made
from the General Account and set aside in an account designated as the Debt Service Account, in sufficient amounts which
will accumulate for the next installment on the note.

(d) Reserve Account

From the remaining funds in the General Account, after transfers and payments required in (b) (1) or (b) (2) and (c), there

shall be set aside into an account designated as the Reserve Account the sum of § 47.00 each

month until there is accumulated in that account the sum of § 5,640.00 after which deposits may

be suspended, except to replace withdrawals. When necessary, disbursements may be used for payments due on the note if

sufficient funds are not available in the General or Debt Service Account. With the prior written approval of the Government,
funds may be withdrawn for:

(1) paying the cost of repairing or replacing any damage to the Facility which may have been caused by
catastrophe.

(2) making extensions or improvements to the Facility.
Whenever disbursements are made from the Reserve Account, monthly deposits shall then be resumed until there is again

accumulated the amount $ 5,640.00 . at which time deposits may be discontinued.

henever there shall accumulate in the General Account, amounts in excess of those required in subsections (b)(1) and (2),
(c),and (d), such excess will be used by the organization to make prepayments on the loan or retained in the general account.
The accounts required in subsections (b) (1) and (2), (c) and (d) may be established and maintained as bookkeeping accounts

or as separate bank accounts at the clection o§ the organization, unless otherwise directed by the Government.

Section 5. (Other Covenants and Agreements of the Organization). The Organization covenants and agrees that so long
as the indebtedness hereby authorized remains unpaid:

(a) It will indemnify the Government for any payments made or losses suffered by the Government,

(b) © It will comply with applicable State laws and regulations and continually operate and maintain the Facility -
in good condition.”

(¢) 1t will impose and collect such rates and charges that gross revenues will be sufficient at all times to provide
for the payment of the operation and maintenance thereof and the installment payments on the note and the maintenance of
the various funds herein created. All service rendered by or use of the Facility shall be subject to the full rates prescribed in
the rules and regulations of the Organization; no free service by or use of the Facility will be permitted.

(d) It-will cause to be levied and collected such assessments as may be necessary to operate and maintain the

Facility in goqd condition and meet installment payments on the note which the same become due if, for any reason, gross
revenues are'insufficient.

(e) It will establish and maintain such books and records relating to the operation of the system and its
financial affairs and will provide for the annual audit thereof in such manner as may be required by the Government, will

provide the Government without its request a copy of each such audit, and will make and forward to the Government such
additional information and reports as it may from time to time require.

(f) It will provide the Government at all reasonable times, access to all books and records relating to the
Facility and access to the propeérty of the Facility so that the Government may ascertain that the Organization is complying
with the provisions hereof and with the provisions of other instruments incident to the making or insuring of the loan.

(g) It will maintain at lcast such insurance and Fidelity bond coverage as may be required by the Government.

(h) 1t will not borrow any money from any source or enter into any contract or agreement or incur any other

liabilities in connection with making extensions or improvements to the Facility, exclusive of normal maintenance, without
obtaining the prior written consent of the Government.

(1) 1t will not cause or permit any voluntary dissolution of its organization, merge or consolidate with an{
other organization, without obtaining the prior written consent of the Government. It will not dispose of or transfer title
to the facility or any part thereof, including lands and interest in lands by sale, security instrument, lease or other encum-
brance, without obtaining the prior written consent of the Government. Revenue, in excess of the amount required to,

maintain the accounts described by Section 4 herein, will not be distributed or transferred to any other organization or
legal entity. :

§)) 1t will not modify

) or amend the Articles of Incorporation or the Bylaws of the Organization without the
written consent of the Government.

(k). It will provide adequate service to all persons within the service area who can feasibly and legally be served
and will obtain FmHA’s concurrence prior to refusing new or adequate services to such persons. Upon failure to provide
services which are feasible and legal, such person shall have a direct right of action against the organization or public body.

(1)  All present and future contract rights, accounts receivable, and general intangibles arising in connection
with the facility are pledged as security for the loan.

(m) It will comply with the measurcs identified in thc Government’s environmental impact analysis for this
facility for the purposc of avoiding or reducing the adverse environmental impacts of the facility’s construction or operation.
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Section 6. (Security In......ents). In order to secure the payment of tne principal and interest of the note, the
President and Secretary of the Organization are hereby authorized and directed to execute and deliver good and sufficient
lien instruments, where necessary, encumbering the properties and assets both real and personal constituting said Facility, as
completed or as the same may be thereafter extended, including an assignment and pledge of revenues and such other
instruments as may be prescribed by the Government.

Section 7. (Refinancing). If at any time it shall appear to the Government that the Organization is able to refinance
the amount of the indebtedness then outstanding, in whole or in part, by obtaining a loan for such purposes from responsible
cooperative or private credit sources, at reasonable rates and terms for loans for similar purposes and periods of time, the
Organization will, upon request of the Government, apply for and accept such loan in sufficient amount to repay the
Government and will take all such actions as may be required in connection with such loan.

Section 8. (“Equal Employment Opportunity under Construction Contracts and Nondiscrimination”). The President
and the Secretary be and they are hereby authorized and directed to exetute for and on behalf of the Organization, Form
FmHA 400-1, “Equal Opportunity Agreement”, and Form FmHA 400-4, “Assurance Agreement”.

Section 9. In the case of a grant in the sum not to exceed $ 122100070Q " , the Organization
hereby accepts the grant under the terms as offered by the Government and that the _President

and Secretary of the Organization are hereby authorized and empowered to take all action necessary or
appropriate in the execution of all written instruments as may be required in regard to or as evidence of such grant and the
Organization hereby resolves to operate the facility under the terms as offered in said grant agreement(s).

Section 10. Default under the provisions of this agreement or any instrument incident to the making or issuing of the
loan may be construed by the Government to constitute default under any other instrument held by the Government and

executed or assumed by the Organization, and default under any such instrument may be construed by the Government to
constitute default hereunder.

Section 11. (Resolution of Contract). The provisions hereof and the provisions of all instruments incident to the making
or the insuring of the loan, unless otherwise specifically provided by the terms of such instruments, shall constitute a contract
between the Organization and the Government or assignee so long as the note hereby authorized remains unpaid.

~Section 12. This resolution shall take effect and be in force from and after the__29tH day of
September —,1993 | being the date of its enactment.
The vote was: Yeas 6 Nays 0 Absent _ 1055

Kirksville Wat%Assocl'aticJ)/

(SEAL) (if applicable) By ﬂ
Attest: o Title President
| @/41 Cedee®dd -, .
Title Secretary )
{
| CERTIFICATION
I’ the undersigned, as secretary of the Kirksville Water Association

hereby certify that the membership of such Organization or Corporation is composed of 1061

those in attendance
members of whom s constitut?ng a quorum, were present at a meeting thereof duly called and held on the 29th

day

of SePtember: ,19 93 ; that the foregoing resolution was adopted at such meeting by the vote shown
above, and that said resolution has not been rescinded or amended in any way.

Dated, this 29th day of __September 19 "
/ 6(%@5

Kirksville Water Association

Secretary of

#U.S. GOVERNMENT PRINTING OFFICE: 1989-654-054/500



CONTRACT FOR SERVICES BETWEEEN
MADISON COUNTY UTILITIES
AND
KIRKSVILLE WATER ASSOCIATION

THIS CONTRACT FOR SERVICES entered into between Madison County
Utilities and Kirksville Water Association by and through their respective Board of
Directors, on this the js* day of gctok 2009 is intended to finally resolve and control all
issues regarding the office management of the Kirksville Water Association and the
attendant costs associated therewith. '

WITNESSETH

1. GENERAL

Madison County Utilities and Kirksville Water Association have a longstanding
mutually beneficial arrangement whereby Madison County Utilities (hereinafter the
“County”) provides office space for Kirksville Water Association (hereinafter “KWA”)
personnel and dedicates County employees to manage administrative tasks for KWA. In
exchange KWA pays a per meter fee to the County for use of the facilities and County
personnel.

This Contract is intended to memorialize that longstanding agreement and provide
for future revisions and extensions to the agreement.

2: TERMS

The County agrees to provide office space for KWA superintendent and staff and
meeting space for the KWA Board of Directors. The County also agrees to provide
personnel to handle all administrative tasks associated with the operation of the KWA at
the direction of the KWA superintendent or KWA Board of Directors. All costs
associated with the operation of the administrative functions of the KWA shall be the
responsibility of the County and shall be offset by the per meter fee received by the
County from KWA.

KWA agrees to pay a per meter fee to the County for the continued use of the
facility and for the administrative support provided by County personnel.

(a) Fee

KWA agrees to pay $2.47 per meter for use of the facilities and County
personnel. It is understood this fee is to be an all inclusive fee and that any
costs associated with the administration of the KWA shall be paid by the
County. .

(b) Annual adjustment




The County and KWA agree to adjust the per meter fee on an annual basis
based on the CPI index beginning in the year 2013.

(c) Options to renew

This contract shall be for a five (5) year term with an option to renew for five
(5) additional five (5) year terms.

(d) Extraordinary expenses

Any expenses the County incurs solely for the benefit of the KWA that are
outside the ordinary course of business or routine or require a significant
expenditure shall be discussed by the Boards of both the County and the

KWA before being approved and absorbed by the County as part of the per
meter fee.

IN WITNESS WHEREOF, the parties hereto have duly executed this
Agreement as of the date and year first above written.

- )W o

Chai of the d of Kirksville WateF&ssociation

QLo+ Ot

of the Board of Madison County Utilities




