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JUL 17 2009
BEFORE THE PUBLIC SERVICE COMMISSION 511 | SERVICE
COMMISSION

COMMONWEALTH OF KENTUCKY

In the Matter of:

APPLICATION OF SOUTH KENTUCKY RURAL )
ELECTRIC COOPERATIVE CORPORATION )
FOR A CERTIFICATE OF CONVENIENCE AND )
NECESSITY TO CONSTRUCT A NEW )
HEADQUARTERS FACILITY IN SOMERSET, )
KENTUCKY )

CASE NO. 2008-00371

RESPONSES TO DATA REQUESTS FROM HEARING

Comes South Kentucky Rural Electric Cooperative Corporation, (“South Kentucky”) by
counsel, and tenders herewith responses to data requests which were made upon it at the July 7,
2009 hearing of this matter. The items requested and responses thereto (by way of exhibit) are as
follows:

REQUEST NO. 1:  Square footage, number of floors and number of employees for the
Pulaski County Judicial Center and the Pulaski County Public Library.

Response: See Exhibit 1 attached hereto.

REQUEST NO. 2:  Annual meeting notices, advertising, agenda, annual report and
CEO reports to members.

Response: See Exhibit 2 attached hereto.

REQUEST NO. 3: Communications to members on the building project.
Response: See Exhibit 3 attached hereto.

REQUEST NO. 4: Net plant investments for calendar years 2007 and 2008.

Response: See Exhibit 4 attached hereto.

REQUEST NO. 5: Property Valuation Administrator’s assessments for current
properties.

Response: See Exhibit 5 attached hereto.

Page 1 of 2 pages



REQUEST NO. 6: Appraisals for existing Somerset headquarters building and the
cooperative farm on West Highway 80.

Response: See Exhibit 6 attached hereto.

REQUEST NO. 7: Citation for Red Flag Regulations.

Response: See Exhibit 7 attached hereto.

REQUEST NO. 8: Contract with D.W. Wilburn, Inc.

Response: See Exhibit 8 attached hereto.

DARRELL L. SAUNDERS, P.S.C.
ATTORNEY AT LAW

700 MASTER STREET

P.0.BOX 1324

CORBIN, KENTUCKY 40702
TELEPHONE: (606) 523-1370
FAX NUMBER: (606) 523-1372

ATTORNEY FOR SOUTH KENTUCKY RURAL
ELECTRIC COOPERATIVE CORPORATION

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the above and foregoing was this M
day of July, 2009, deposited in the regular United States mail, all postage prepaid and addressed
for delivery to Mr. Quang D. Nguyen, Staff Attorney, Public Service Commission, 211 Sower
Blvd., P.O. Box 615, Frankfort, KY 40602-0615.

Original to: Public Service Commission, 211 Sower Blvd., P.O. Box 615, Frankfort, KY
40602-0615.

ATTORNEY FOR SOUTH KENTUCKY RURAL
ELECTRIC COOPERATIVE CORPORATION
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8 July 2009

Allen Anderson

South Kentucky RECC
925-929 North Main Street
Somerset, KY 42503

Re:  New Pulaski County Judicial Center
Somerset, Kentucky

Dear Mr. Anderson,

Per your request, the new 83,000 square foot Judicial Center referenced above is four.(4) stories
including the basement. It will employ 80-100 people.

Please let me know if | can be of any further assistance.
Sincerely,

Dennis Bopp

BENNETT ROSSER INTERNATIONAL

ARCHITECTURE e ENGINEERING e INTERIORS o PLANNING o P
ROGRAM MANAGEMENT
836 EUCLID AVE,, SUITE 101 o LEXINGTON, KY 40502 o TEL 859-335-3600 ¢ FAX 859-335":13601
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MCCLOREY & SAVAGE ¢ ARCHITECTS < LID,

5757 Marlemont Ave. Suite 101 e Cincinnati, Ohlo 45227-4216 = Telephone (513) 527-8640  Fax (513) 527-8681

July 8, 2009

Mr. Allen Anderson

South Kentucky RECC

925 ~ 929 North Main Street
Somerset, KY 42501

Re: Pulaski County Public Library

Dear Mr. Anderson,

Per your request, the 45,750 square foot Pulaski County Public Library Building is three stories
(including the basement) and currently employs 33 people.

Please let me know if I can be of further assistance.

Sincerely,
McClorey & Savage Architects, LTD

I

Robin J. Savage, Partner




Exhibit .2
| - 33

nnual Meeting 2009

Featuring
“America’s Funniest Professor”

Carl Hurley

hursday, June 4, at the Co-op Farm

Fdr more information, call Registration - 4 p.m. EDT

606-451.4137 Business Meeting - 7 p.m. May 2009
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Visit www.skrecc.com for more
information about the Co-op
Connections Program.

Editor
Joy Bullock

President & CEO
Allen Anderson

Board of Directors
Richard Stephens, Chairman
Charles Gore, Vice Chairman,

KAEC Board Member
Tom Estes, Secretary/Treasurer
William Shearer
Glen Massengale
John Pruitt, Jr.

Jerry Purcell

DiscoveriNG SouTHERN KENTUCKY is a supple-
ment to Kentucky Living magazine and is
published by the Kentucky Association of
Electric Cooperatives, Louisville, KY, and by
South Kentucky Rural Electric Cooperative
Corporation, PO. Box 910, Somerset, KY 42502,
(606) 678-4121 with offices in: Albany (606)
387-6476; Monticello (606) 348-6771; Russell
Springs (270) 343-7500; Whitley City (606)
376-5997.

DisCOVERING SOUTHERN KENTUCKY assumes no
responsibility for unsolicited material. Manu-
scripts, photographs, and artwork must be ac-
companied by self-addressed envelopes with
sufficient postage to be returned. DISCOVERING
SoutHERN KENTUCKY does not guarantee the
publication of any material received and reserves
the right to edit any material published.

Address all correspondence to: DiscoveriNg
SoutHErN KENTUCKY, BO. Box 910, Somerset,
Kentucky 42502.
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Featuring
“America’s Funniest Professor”

Carl

Hurley
Thursday
June 4

Co-op Farm

6 p.m. Opening Act:
Jason Catron Gospel

© Free bucket and light bulbs for

all registering members

CLOSED for Annual

° Prizes for all ages
3/4 mile west of Fishing eInformation about SKRECC and

Creek Bridge on KY 80
near Nancy, Kentucky, in
Pulaski County

our many services
°Face painting, rides, and fun for

the kids
Bring your family for an evening
filled with fun & entertainment!

All offices of
SKRECC will be

South Kentucky
RECC

ATouchstone Energy'Cooperntlve 7@

Meeting

Kentucky Living = ApriL 2009 3A
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Exhbtd

Starring Carl Hurley,
Comedian
With Opening Act

| Gospel Singer
EDT Jason Catron

p Far

3/4 mile west of Fishing Creek Bridge on KY 80 near Nancy, KY, in Pulaski County

° Free bucket and lightbulbs for all registering members
° Prizes for all ages
° Information about South Kentucky RECC and our many services
° Free health screenings
°FREE games, rides, and fun for kids of all ages

All offices of SKRECC will be CLOSED for Annual Meeting

A Naaye BO0Y
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6 p.m. Opening Act:
Jason Catron Gospel

° Free bucket and lightbulbs for all
registering members
° Prizes for all ages
° Information about South Ky

RECC and our many services
3/4 mile west of Fishing Creek e Rides and fun for the kids
Bridge on KY 80 near Nancy,
Kentucky, in Pulaski County

ring your family for an evening filled with
fun & entertainment!

All offices of SKRECC
will be CLOSED for
Annual Meeting
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South Kentucky RECC wants to invite all its friends to the annual meeting on Thursday
June 4, at the co-op farm on West Highway 80 in Pulaski County. Registration begins at
4 p.m. and there’ll be free buckets of light bulbs for registering members, prizes for all
ages, and best of all, Carl Hurley will be taking center stage. (Carl Hurley “It’s a
thermos... chili and iced tea”

South Kentucky RECC’s annual meeting, June 4, at the co-op farm. (Laughter fades) All
offices will be closed that day.
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South Kentucky T s e Bon510

Somerset , KY 425020910

Telephone 6066784121

-— Toll Free 8002645112
ATouchstone Energy"Cooperative )g[,s Fax 6066798279

Allen Anderson, Head Coach & CEO www.skrecc.com

For Immediate Release
May 20, 2009

For More Information, contact:
Joy Bullock

It will be sure to “tickle your funny bone” with Carl Hurley, “America’s Funniest Professor”, taking
center stage at the 71" Annual Meeting of South Kentucky Rural Electric Cooperative Cooperation to
be held Thursday, June 4™ at the co-op farm on West Hwy. 80 in Pulaski County.

The event will include a host of informative and educational exhibits for South Kentucky RECC
members to visit, including health booths, civic organizations, local industry and businesses; and
many others. For the children’s entertainment, there will be free rides, tattooing, and prizes. This
year’s opening act will be gospel singer Jason Catron.

Registration for members will begin at 4 p.m. with the opening act scheduled to perform at 6.

The primary purpose for the Annual Meeting is the business meeting, which starts around 7 p.m. The
cooperative’s bylaws provide that each year there shall be an Annual Membership Meeting for the
election of directors and for reports from SKRECC officers and leadership. The following Directors
have been presented by the nominating committee for re-election. They are: John Pruitt, District 1,

and Bill Shearer, District 5.

South KY RECC will also recognize the Washington Rural Electric Youth Tour recipients and the 12
$1,000 senior scholarship winners.

There will be prizes for adults and children, including televisions, digital cameras and a computer.

For more information about the 71st SKRECC Annual meeting, call 606-451-4137. All South
Kentucky RECC offices will be closed that day.

Albany 606-387-6476 Monticello 606-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997
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Amy Acton

From: Dallas Hopkins

Sent: Thursday, July 09, 2009 8:54 AM
To: Amy Acton

Subject: RE: Voice Mail

Amy,

We called 13,330 members. The members we called were only inside the Somerset services area. If we called
members outside this area, SKRECC would incur long distance charges.

Here is the text.

Hello, this is South Kentucky RECC calling to invite you and your family to attend the 2009 annual meeting
Thursday June 4 at the coop farm on west Highway 80. Registration begins at 4:00 pm with all registering
members receiving a free bucket, compact fluorescent light bulbs and information about the coop. Carl Hurly
America’s funniest professor is the feature entertainment. For more information call the annual meeting
hotline 606-451-4137.

7/9/2009



Cxhibita
9-33

June 4, 2009

Meeting Agenda

4:00 p.m. Member Registration
6:00 p.m. Entertainment — Gospel Singer: Jason Catron

7:00 p.m. Welcome Members and Guests — CEO Allen Anderson
Presentation of Colors — SKRECC Employee Linemen
(Please stand for the National Anthem)
National Anthem — Jason Catron
Invocation — Charles Gore, Director-District2 -Vice-Chairman
Introduction of SKRECC’s Board of Directors — CEO Allen Anderson
Introduction of the Moderator of the Business Meeting — CEO Allen Anderson
Business Meeting begins —Darrell Saunders, Co-op Attorney
¢ Moderator declares a quorum present.
e Reads official notice and proof of mailing.
e Reads minutes of 2008 Annual Meeting, or hears motion to dispense with reading of the minutes.
* Presents financial report.
* Reads Nominating Committee Report of nominations of Directors in Districts 1 and 5.
N The followmg have\ﬁbeen non;amated District 1 - John Pruitt
o .-+ &+ District 5 - Bill Shearer

e T

.)-

CEO’s Report—-——Allén Anaerson )
Adjourn Business Meeting—Darrell Saunders, Co-op Attorney

"In’troducuén Qf Special Guests »:- "CE® Allén Anderson
"+ - “Ron Shéets, President; Kentucky Association of Electric Cooperatives
Bob Marshall, President/CEO, East Kentucky Power Cooperative

A

Specxal Pl‘@sentauen CEO Aﬂen Andersom,

g

lr

2009 Senior Scholarsblp Reclplents Presentation' RN

2009 Washington Youth Tour Winner Recognmon
Prize Drawings* — Dennis Cannon *You must be present to win.
Featured Entertainment — Humorist/Comedian Carl Hurley

Children’s Entertainment — children’s rides and face painting
(this will be taking place on the meeting grounds throughout the
evening)
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70 Years as Your Co-op

“Brothers and sisters, I want to tell you this.
The greatest thing on earth is to have the
love of God in your heart, and the next
greatest thing is to have electricity in your

house.”
—TFarmer giving witness in a rural Tennessee church in
the early 1940s (Excerpt from the book The Next Greatest
Thing by the National Rural Electric Cooperative Associa-
tion).

South Kentucky RECC has been providing the “next
greatest thing” since October 8, 1938, when 10 area farm-
ers met at the county agent’s office in Monticello, Kentucky,
to bring electricity to rural south-central Kentucky. For 70
years, South Kentucky RECC has provided electricity to its
members at a competitive rate and with exceptional ser-
vice.

As we present the 2008 annual report to our member-
ship, we look back, as well as to the present, to see what a
huge difference 70 years can make and how the co-op has
maintained the values it held so dear when it started in
1938—doing its best for its friends and neighbors.

Then and Now: Our Membership

After that group of farmers met to start South Ken-
tucky RECC, membership drives were held in Wayne, Clin-
ton, Pulaski, Russell, and McCreary counties, and members
were recruited. Eight months later on June 10, 1939, the
project, having been deemed feasible, was granted a loan
by the Rural Electrification Administration started under
President Franklin Roosevelt. Engineers were then em-
ployed and lines were built.

Lines were energized for the first time on January 23,
1940. Because of the war, growth was slow in the begin-

ning, and the co-op started with only 559 members, most
of which just used electricity for lighting.

Today, the co-op has grown to serve 66,249 members
in parts of 11 Kentucky and two Tennessee counties.

The electric load has also grown with electricity now
considered a necessity rather than a luxury as it was 70
years ago. Used today for more than just lights, electricity
keeps our appliances, televisions, computers, heating and
cooling equipment, and many, many other things running,
Most of our members have never known a life without elec-
tricity.

While growth overall has slowed tremendously, this re-
port shows that the co-op gained nearly 4,000 members last
year. The major contributor to the co-op's growth was the
purchase of the Monticello Electric Plant Board (MEPB),
which was completed at the end of 2007 and took effect in
2008.

In 2003, MEPB’s contract with their power provider,
Tennessee Valley Authority, allowed for an option for utili-
ties to discontinue service with them. The Monticello Elec-
tric Plant Board decided the time was right to look else-
where, and South Kentucky RECC, being a local provider
of electricity, made them a proposal to purchase the facil-
ity and to provide power as well as all the other available
services that SKRECC provides to its members. The year
2007 saw MEPB and Monticello’s City Council vote unani-
mously in favor of the sale. In November, then, it was on
the ballot, and the citizens of Monticello voted to allow the
sale by a large margin, making Monticello the second town
in the co-op's service territory to be served by SKRECC
(Albany is also served by the co-op).

Then and Now: Qur Services

When South Kentucky RECC first started, the only
service it could offer to its members was electricity—and




then people would have to wait sometimes for months to
receive that service.

By the 1950s, though, the co-op had begun offering
more than just electricity. Members could now get help
when planning wiring, as well as plumbing, electric, and
heating information. This was a time when the co-op began
its school appliance program, putting electric appliances in
the schools in an effort to “acquaint students with mod-
ern conveniences.” In the same vein, the co-op employed a
home economist to teach members how to use their electric
appliances and had a consumer loan program to make it
easier for members to purchase appliances.

In the 1960s, the co-op employed a rural community
development director who helped South Kentucky RECC
members get water to their homes. This encouraged the
purchase of electric washing machines and electric dryers.

Today, your co-op continues to lead the way with the
services it provides to its members. From helping members
build the most energy-efficient homes possible to reducing
the amount of electricity that members use, SKRECC offers
many opportunities for members to get assistance.

There are programs like Tune-Up, which is targeted
to SKRECC members who have electric heat pumps and
furnaces. Tune-Up is offered for a nominal fee of $75 for
homes and manufactured homes and consists of air-infiltra-
tion testing, sealing ductwork, cleaning indoor and outdoor
coils on your electric heat pump or furnace, changing fil-
ters, measuring airflow, checking the accuracy of thermo-
stats, and checking the compressor operation. This program
can produce significant savings in heating and cooling costs
and actually values for about $400.

Button-Up is another program offered by South Ken-
tucky RECC to our members whose homes are at least five
years old and use electricity as their primary heat source.
Qur energy advisors will come into your home, upon ap-
pointment, and conduct a heat loss calculation and make
recommendations on improvements to your insulation.
And the two best things you can do to lower your heating
and cooling costs are to increase the amount of insulation
and reduce heat loss through the floor, walls, and ceilings of
your home. Members can receive $20 for every 1,000 BTUs
your heating load is lowered from the installation of more

Setting a Pole, i}

insulation.

Electric thermal storage, or ETS, heaters are available
for purchase. ETS is a low-cost, safe, clean, reliable off-peak
heating option. ETS heaters convert electricity into heat
and stores that heat in specially designed bricks. When you
are ready to use the heat, fans blow it out into the room.
Electric thermal storage heaters use electricity during off-
peak hours at a special, discounted off-peak rate.

In addition, South Kentucky RECC is offering a $100
incentive for members who are changing their gas or fuel
oil furnace to an electric heat pump with a minimum ef-
ficiency of a 13 SEER (Seasonal Energy Efficiency Ratio)
and 8 HSPF (Heating Season Performance Factor) or a
geothermal heat pump.

South Kentucky RECC’s energy advisors are available
at any of our five locations to assist members with free en-
ergy advice for existing homes or new construction.

Among the other programs that South Kentucky
RECC offers to its members is the Co-op Connections
Card Program, which offers members savings at participat-
ing businesses and pharmacies for members who do not
have prescription insurance coverage. To date, there are
more than 100 businesses and pharmacies in the SKRECC
service territory, and thousands more across the state and
nationwide that offer discounts to our members. Visit our
Web site, www.skrece.com, for a complete listing of local
businesses, as well as a link to the state and national sav-
ings.

The People Fund is a program established by South
Kentucky RECC, which allows members to round up their
electric bill to the nearest dollar. That money is used in the
form of grants for non-profit organizations. Thousands of
dollars in People Fund grants have been given to organiza-
tions in our area.

Finally, South Kentucky RECC will be introducing a
program in the near future to members to help them earn
some financial benefit while helping the co-op be more ef-
ficient. Direct Load Control (DLC), a voluntary program
already in use by some electric co-ops, will allow the co-
op to install control mechanisms on water heaters and/or
air conditioning systems. By regulating these systems for
short periods of time, the co-op could significantly reduce

[ Evhibi k-
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its peak power consumption, without people noticing any
loss of comfort in their homes. Members would earn some
financial benefit for participating.

Then and Now: Our Communities

In all of its 70 years, South Kentucky RECC has real-
ized the importance of helping to grow our communities. In
addition to putting the member first then, as we do now, the
co-op’s board and management knew that economic devel-
opment was going to be important to the South Kentucky
RECC service territory—the more industry that developed,
the more electric the co-op sold, and the more industry that
developed, the better for our members in terms of jobs and
finances.

Early in the 1960s, Governor Bert Combs appointed
SKRECC Manager Sam Hord to the Economic Develop-
ment Commission in Kentucky. The commission dealt with
industrial, agricultural, and economic development in the
state.

Today, we have come full circle. What SKRECC's board
did more than 40 years ago is uncannily similar to the direc-

tion South Kentucky RECC’s management and its board of
directors have taken with the creation and implementation
~earlier in the 2000s of the office of economic development.
And though we have taken economic development a step
farther than they did in the 1960s, we realize today as they
did, the importance of having a good economic base in our
area for the members, their communities, and the co-op.
Since 2001, SKRECC has had a hand in helping create
more than 700 jobs in our area. Assuming, from the conser-
vative point of view, that all these employees were earning
just the current minimum hourly wage of $6.55, this would
account for more than $10 million in new employee earn-
ings in our region annually.
In 2008, Bennie Garland, who heads the co-op's of-
fice of economic development, worked on nine projects
to help our area. Among these projects, the co-op has

How We’ve Groun...
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obtained USDA Rural Economic Development Loan and
Grant funds to build a new senior citizens’ center in Rus-
sell Springs and assisted in the development of the Regional
High Growth Training Center in Somerset that is designed
to train linemen to fill the demand in the future as more
and more linemen reach their retirements. These projects,
as well as Albany & Monticello Downtown Revitalization,
McCreary County Industrial Park, Russell County Industrial
Park, Lake Cumberland Area Development District Expan-
sion, and Otter Creek Girls Academy, reaffirm that electric
cooperatives can and should be involved, thereby improving
the quality of life for their communities.

Then and Now: Our Technology

Probably the most obvious area in which the co-op has
evolved over its 70 years has been in the area of technol-
ogy.

In the beginning, South Kentucky RECC relied on hand-
drawn maps to keep track of its service territory. Eventually,
the co-op developed a large territorial map, which was lo-
cated on the wall of the dispatch center. Push pins identified

/

critical components and equipment located on the system.
Then in 1998, the co-op hired a firm to undertake the
task of mapping the system and developing a computerized
electronic mapping system for the computer. That company,
Osmose, numbered and global positioned every pole and
meter in the SKRECC territory. The data became part of the
co-op's OQutage Management System (OMS) in 2003, which
organizes outage calls to determine the size and breadth of
outages. This enables South Kentucky RECC to be able to
respond to outages much more quickly, and in many in-
stances, employees have already determined the cause and
location of the outage, leading to shorter restoration times.
In 2008, South Kentucky RECC took OMS one step
farther with the installation of a new Interactive Voice Re-
sponse, or IVR, System. This system allows members to con- =
duct co-op business 24 hours a day, seven days a week. IVR

i |
1938 1948 19%8 19‘68 19‘78 19%8 1958 20%)8
SKRECC is 5,939 16,233 20,500 33,034 40,814 53,615 66,249
Started Members Members Members Members Members Members Members



is able to answer numerous member calls reliably during an
outage situation; it can collect data in order to analyze and
assist in rectifying an outage situation; and it allows mem-
bers to complete routine transactions, such as paying their
bill, on their timeline.

In addition, IVR has become a useful link between
SKRECC and its members. The co-op can contact mem-
bers about a number of issues ranging from their billing to
annual meeting, and if a member’s information is correct,
the IVR has the ability to automatically associate their call
with an outage. This is then directly tied into the Outage
Management System.

Then and Now: Our Environment

In the early years of South Kentucky RECC, people
were not even aware of any environmental concerns un-
less it referred to the amount of rain they needed for their
crops. They hadn’t heard about the effects of greenhouse
gases and carbon emissions, nor were they concerned with
exhausting the earth’s natural resources.

That has all changed. With the increases in population

B O b
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Cooper Power Plant’s two units went online in 1965
and 1969 for a total cost of a little more than $44 million,
which means that the required upgrades will cost nearly
$300 million more than what it cost to build the plant that
helps provide electricity to 500,000 homes, farms, and busi-
nesses in Kentucky. This is only one example demonstrat-
ing the cost of all these new regulations.

The costs of these environmental upgrades due to new
governmental regulations are passed on to South Kentucky
RECC members and other EKPC co-ops’ members. This is
the line item that shows up on their bills as the “environ-
mental surcharge.”

Other areas that South Kentucky RECC is working to
help the environment are with the distribution of compact
fluorescent light bulbs (CFLs) and through “green” power.

Since 2002, South Kentucky RECC has distributed
more than 63,000 CFLs to its members at annual meeting
and other events. If every American home replaced their
five most frequently used light fixtures with CFLs, it would
save close to $8 billion each year in energy costs and would
prevent greenhouse gases equivalent to the emissions of

and the many innovations that came out of the industrial
age, including the creation of the automobile, on through
our current technological age, we are becoming more aware
of the effects we are having on our environment.

Regulations have become stricter, too, over the past
decade, with new rules to limit the amount of gases that
industries can emit into our atmosphere.

As a result of the new government regulations, South
Kentucky RECC's power provider, East Kentucky Power
Cooperative, has to invest millions of dollars to construct
additional pollution-control equipment at its power plants,
including the John Sherman Cooper Power Plant in Pulaski
County.

Beginning in 2010, EKPC will be spending nearly $324
million to add pollution-control equipment, including con-
struction of a flue-gas desulfurization unit, or “scrubber,” on
Cooper Unit #2. Scrubbers remove sulfur from the emis-
sions of coal-fueled power plants. EKPC also plans to add
a selective catalytic reduction device and pulse jet fabric
filter to reduce emissions of nitrogen oxide and particulate
matter from the same unit.

about 10 million cars.

SKRECC's green power comes from the six landfill gas
plants that East Kentucky Power has constructed across the
state. As organic waste decays in a landfill, it creates meth-
ane gas. This gas is extracted from the landfill through a
gas well collection system, converted, and used to gener-
ate electricity. These five plants eliminate 29,881 tons of
methane per year and reduce carbon dioxide emissions by
88,235 tons. Members can purchase blocks of this power
for $2.75/block.

As you can see, many aspects of South Kentucky RECC
have changed and grown over these last 70 years; however,
one thing has not changed. South Kentucky RECC was
formed to provide reliable electric service to its member-
owners at a competitive rate, and the co-op continues to
strive to meet its founders’ goal today. SKRECC's mission
remains being “for people, not profit” and to provide reli-
able service to its members at an affordable cost and to be
committed to the growth of our local communities.
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WELCOME MEMBERS AND GUESTS

Big thanks for the performance of Jason Catron for his gospel
music performance. Jason’s hometown Monticello,
Kentucky and son of Mayor of Monticello, Kenneth Catron
and his wife, Betty.

Welcome all members to the 71st South Kentucky RECC
Annual Membership Meeting.

I would like to welcome many guests we have in the
audience. (List Attached)

This is one of the largest electric cooperatives annual
meetings in the country. We always look forward to this
event and the opportunity to show the members our
appreciation for your business and for giving us the
opportunity to serve you for the past 71 years.

Publically want to thank all our very dedicated employees
(Kelly green shirts) for their work in preparation for this
meeting and throughout this past year.
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REMEMBER OUR TROOPS AND VETERANS

e FEach year I remind everyone to please remember all of our
active troops and veterans. It is the dedication and service of
these individuals and their families that allows us the
freedom we enjoy today. We should never take our freedom
for granted.



PRESENTATION OF COLORS., NATIONAL ANTHEM,
AND INVOCATION

At this time we have a special presentation by our very own
South Kentucky RECC Lineman.

Please stand for the presentation of colors and remain
standing for the National Anthem, performed by Jason Catron, and
the invocation by South Kentucky RECC Director, Charles Gore.

South Kentucky RECC Lineman:

Glen Barney Singleton
Jon Slavey

Dennis Reynolds
Chris Cain

Jack Willis

Eddie Black — American Flag
Bart Adkins — Kentucky Flag

bk &
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INTRODUCTION OF BOARD OF DIRECTORS

e I would like to extend my thanks to the 7 Board of Directors,
who represent this membership. They are very dedicated and
have the best interest of our members at heart.

e INTRODUCTIONS
e Board Chairman/District 6 — Resides in McCreary County
= Rick Stephens and his Wife Patti

e Vice Chairman and our Representative to the KAEC
Board/District 2 — Resides in Russell County

= Charles Gore and his Wife Louella

e Secretary/Treasurer and our Representative to the EKPC
Board/District 7 — Resides in Casey County

= Tom Estes and his Wife Teresa

e Board of Directors Members
District 5/ - Resides in Clinton County
s William Shearer and his Wife Barbara

District 4/ Resides in Wayne County
= Glen Massengale and his Wife June

District 3/ Resides in Northern Pulaski
s Jerry Purcell and his Wife Sue

District 1/Resides in Southern Pulaski
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= John Pruitt and his Wife Carol

e Board Attorney
= Darrell Saunders and his Wife Susan

e My Wife — Patti Anderson

e Please join me in expressing our appreciation for the many
hours of dedication these men and ladies contribute to
making South Kentucky RECC the GREAT electric

cooperative it is today.
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INTRODUCTION OF THE MODERATOR

e Darrell Saunders — Coop Attorney
e BUSINESS MEETING BEGINS
e Moderator Declares a Quorum Present
o 1% of Members = 536
e Reads Official Notice and Proof of Mailing

e Reads Minutes of 2008 Annual Meeting, or Hears Motion
to Dispense with Reading of the Minutes

e Presents Financial Report
e CEQO’s Report

e ADJOURN BUSINESS MEETING
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CEO REPORT 2009

I plan to touch briefly on items from Our 2008 Annual Report
which was in the May 2009 Issue of Kentucky Living

Take the time to review that report and if you have any questions
or need additional information please contact me at the Somerset

Office.

FINANCIALS for 2008

e Total Operating Revenue $116,879,487
e Cost of Purchased Power $87,103,118  75.21%
e Total Assets $196,019,599
e Net Margins $1,363,208.00
e 2008 Budgeted Margins  $1,400,000.00

e We feel 2008 was a good year considering the state of the
economy.

e We met budget and all our financial requirements with a
solid $1,363,208.00 margins.

e We experienced very good growth in KWH sales and in the
number of accounts served primarily due to the addition of
the 3400 member Monticello Electric Plant Board purchase
in December of 2007. Without that purchase our growth
would have been about %% in accounts served and basically
flat in kWh sales.
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e We know everyone is feeling the pressure financially from
the economic conditions of this country. We are doing
everything we can to hold costs down and to be as helpful
and compassionate as possible with all of our members
during these times.

e We know the cost of electricity is everyone’s concern. We
will continue to do everything we can to provide reliable
service while controlling cost.



CLIMATE CHANGE

One of the biggest threats we are faced with in holding the
cost of electric rates is the new climate change legislation
being discussed in Washington.

This bill includes very aggressive emission reduction of
carbon dioxide (CO2) of 20% below 2005 levels by 2020.

One source of many sources of CO2 comes from the burning
of coal.

Kentucky receives 95% of its electricity from coal fired
plants.

Many improvements have been and continue to be made to
improve the coal fired plants and lower emissions from those
plants.

EKPC now has two of the cleanest coal burning plants in the
nation.

We are very committed to a clean environment but we must
go about this task in a way that is affordable and allows for
new technology to be developed to allow us to continue to
use Kentucky’s most valuable resource — COAL.

The climate change legislation has the potential if we don’t
take action to raise the average electric bill of all Kentuckians
by 26% - 68%.

We know this tax would be devastating to all of us.

Exhyboi 2L
«QQS '5\3
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e Please visit TENT #7 — Our Energy, Our Future Booth — and
sign a card of support for a more reasonable and affordable
climate change bill

10
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STIMULUS PROGRAMS ON ENERGY EFFICIENCY

e South Kentucky RECC is being very proactive to partner
with various local governmental bodies to make applications
of requests for stimulus dollars to help our members improve
their homes by making them more energy efficient. We hope
to be successful in bringing some of these dollars to you and
we will keep you informed as this develops. Review the
JUNE issue of Kentucky Living for more details on the
stimulus programs.

11
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RELIABILITY

South Kentucky RECC was very blessed not to have any
major storms in 2008.

Especially blessed that the February 2008 Ice Storm,
basically, missed us while most all of our neighbors were

devastated with damages.

We sent most of our work force to assist our neighbors to
restore their power.

Some people were without power for 4 weeks.

12



AUTOMATED ANSWERING SYSTEM/IVR

South Kentucky RECC continues to improve our service and
reliability by completing in 2008 the purchase and
installation of a new automated answering service to make it
possible to take larger volumes of calls during emergencies.

We answer as many calls as we possibly can with our
employees, but all over flow goes to the automated system.

With this new system we increased from 13 incoming
telephone lines up to 105 total lines.

The automated system will inform you if your outage is one
that has already been reported and if a work crew has been

assigned to it.

This is the best technology available at this time to handle
large volumes of emergency calls.

13
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FACILITIES

e We provide full service office centers in our 5 centrally
located office districts.

e These facilities have all been upgraded beginning in 2006 to
provide all the services necessary to meet the needs of our
members.

e The Somerset Office is still in the final review stages with
our hope and expectations to have it completed over the
course of the next two years

14
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LINEMAN TRAINING SCHOOL/HIGH GROWTH
TRAINING CENTER

It is up and operational.
There have been 50 students that have received certification
for completing either phase I or phase II of the IV Phase

Training Program.

23 of the 50 students who have completed the program have
already become employed

South Kentucky RECC 1s proud to have been one of the
founding partners in this project.

15
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ECONOMIC AND COMMUNITY DEVELOPMENT

e South Kentucky RECC continues the commitment to our
local communities.

e We continue to help our communities by providing support in
economic development and job creation. We know as these
communities grow and prosper so will South Kentucky
RECC and its members.

Thank you — again — for your attendance and we
look forward to serving you in 2009!

16



INTRODUCTION OF SPECIAL GUEST

INTRODUCTION
e Ron Sheets President/KAEC and UUS
e Bob Marshall/President & CEO/EKPC

SPECIAL PRESENTATION

o Ron Sheets - KAEC and UUS 31 Years
o Bob Marshall — 39 Plus Years in Utility Industry

2009 SENIOR SCHOLARSHIP RECIPIENTS
PRESENTATION

2009 WASHINGTON YOUTH TOUR WINNER
RECOGNITION

PRIZE DRAWINGS — DENNIS CANNON - YOU MUST
BE PRESENT TO WIN

FEATURED ENTERTAINMENT — CARL HURLEY
CHILDREN’S ENTERTAINMENT
(CHILDREN’S RIDES AND FACE PAINTING WILL BE

TAKING PLACE ON THE MEETING GROUNDS
THROUGHOUT THE EVENING)

17
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“n this year’s annual report, South Kentucky Rural
Electric Cooperative has a major announcement to
make: the co-op is moving.

All five South Kentucky RECC buildings,
including the central office in Somerset and the district
offices in Whitley City, Russell Springs, Montricello, and
Albany, will be replaced over the next 18 months or so by
new, more modern, and more convenient facilities—built
in the same communities—that will carry the co-op into
the dynamic years of growth and technological
advancement that lie ahead.

The decision to undertake a project that includes
purchasing real estate, building new structures, and
moving staff in five places did not come easily. However,
once the board of directors and co-op management had
examined growth trends and indicators for the co-op’s
future, the conclusion was irrefutable: inevitably, South
Kentucky RECC must grow to serve a membership that is
rapidly increasing, and expansion of the current facilities
no longer is feasible.

The main office in Somerset was constructed in 1951.
There have been seven additions to the building since
then, and the co-op has also developed the yard to
accommodate more trucks, more storage space for more
equipment, more parking for staff, and a higher volume of
traffic at the drive-up windows. The Somerset property

has simply run out of room.

The district offices face similar problems on a smaller
scale. Plus, demands on those buildings have increased as
SKRECC has decentralized services in order to be more
responsive to the needs of members throughout the 13-county
territory. Line-construction and line-maintenance workers,
material warehouse facilities, pole yards, transformer docks,
member services representatives, and billing clerks now can
be found in the district offices.

In summary, growth for South Kentucky RECC is a fact of
life, and the co-op must upgrade and modernize to keep up
with the demands.

The space problem has been gradually worsening for years,
but to get a better sense of what the future holds, the board of
directors hired a consultant in October 2002 from the
National Rural Electric Cooperative Association in
Arlington, Virginia. The consultant analyzed the co-op's
history, and applied regional demographic information to
project membership growth over the coming 20 years. He
then compared the results with present staffing and office
resources.

Here's the story they told.

In 1951, when South Kentucky RECC moved into its
headquarters on Main Street in Somerset, co-op membership
stood at 10,178 farms, homes, schools, stores, and businesses.
Fifty years later (2001), Lake Cumberland had made south-

Design of the proposed new South Kentucky RECC office to be located in Somerset.




BEhibia

central Kentucky something of a destination area, there was

more industry in the area, and population had expanded. The

co-op had grown by more than 500 percent, to include 56,857
mbers. SKRECC employed 156 full-time workers.

The consultant then projected forward to 2018.

“The consultant’s report says that by then we’ll have
82,000 consumers and 205 to 215 full-time employees,” says
South Kentucky CEO Allen Anderson. “The present facility
wasn't even designed to accommodate a company of the size
we are today. We've stretched our usage here as far as we can
stretch it, and we've got a lot of growth ahead of us.”

Growth isn't the only reason that the co-op needs new
offices. Technology has changed. In 1951 it was telephones
and typewriters. Today it's multiple phone lines and
extensions, scores of computer stations, Internet and intranet
cable, and the technology that supports advanced systems
like global positioning (GPS) and South Kentucky’s state-of-
the-art outage-management system, which was installed in
2003.

“With older facilities like we have, it’s harder and harder
to adapt them to new technologies,” says Anderson. “They're
not wired for it, and not
laid out and constructed
ina way that you can keep
adding more systems and
connections.”

These technologies
are not frivolous
investments. They are
necessary for the co-op

provide the electric
services and rapid
response modern
consumers expect. This
isn't the South Kentucky
RECC of 1951—and just
as important, today’s co-op isn’t the South Kentucky RECC
we will see in 2018. That was an important part of the board’s
thinking.

“We are not only responsible for the co-op’s operations
today, but we're responsible to the co-op and its members in
the years ahead,” says Anderson. “We’re member-owned, and
we're not going anywhere. These new facilities represent a
strong affirmation of our commitment to our communities to
be a cornerstone in these communities and our commitment
to continue improving services for our members.”

The new buildings will also improve South Kentucky’s
ability to perform one of its oldest, most traditional functions:
providing community rooms that are available to local groups
and organizations.

“We've provided this service for about as long as the co-
op has existed,” says Anderson. “It reflects our vision of the

“We are not only responsible for
the co-op’s operations today, but

we're responsible to the co-op and
its members in the years ahead”

--Allen Anderson, CEO

co-op as being a functioning, central part of the
community, rather than just a business that happens to be
located here. But these rooms have become inadequate for
many of the functions people want to use them for, and
the parking isn't adequate. Consequently we've had to
restrict those rooms to after-business use.

“That's one of the many things that will change for
the better as we move into new facilities.”

Financing the project

Purchasing real estate in five locations and
constructing five office/warehouse complexes will be a
costly investment. The board of directors has projected
total costs at about $15 to $18 million. Some savings will
be realized through efficiencies, by doing the projects all
at once.

An undetermined portion of project costs will
eventually be recouped by selling the current properties.
These include not just the buildings in Somerset,
Monticello, Russell Springs, Albany, and Whitley City,
but the 65-acre co-op “farm” in Pulaski County where
South Kentucky
RECC holds its
popular  annual
meetings. There will
be enough acreage at
the new Somerset
site to stage the
family-oriented
annual  meeting
there, as well as being
available year-round
for community use
and other outdoor
events.

“Financially,” says
Anderson, “we felt this was the best time to get this project
under way, because interest rates are unusually low, and
we must plan ahead to service future needs.”

South Kentucky RECC has not raised members’
electric rates since 1989. No rate increases are anticipated
for at least two years, and possibly longer. The debt
structure, money recouped from property sales, and the
co-op's financial health will enable the co-op to undertake
this project with minimal impact on consumers.

Look for ongoing information on the co-op’s
construction projects in public places, such as libraries, in
Kentucky Living Magazine, and in local newspapers. SKRECC
has held community meetings in recent months, which
included informing people about this newly planned and
important project, and will continue to do so. As this
project progresses, members will be given the opportunity

3-3p
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to see what has taken place and will also be given the
opportunity to comment on the project.

Groundbreaking at all five locations is expected this
summer. District offices may actually be completed in 2004.
Completion of the main office and warehouse complex is
expected sometime in 2005.

The People Fund

February saw the introduction of a new program for
South Kentucky RECC—The People Fund, which
provides co-op members a way to contribute, with just
the smallest of sacrifices, to the well-being of their
communities.

The People Fund pools voluntary contributions from
co-op members to make grants to non-profit
organizations doing humanitarian or charitable work in
South Kentucky RECC’s service territory. Local
organizations will apply to an eight-member board that
will administer the fund, and the board members will
choose where the grants might have the greatest impact.
Certain rules govern the board'’s decisions. For example,
the fund will not make contributions toward people’s
electric bills; and all contributions will go to local causes.
(While fund recipients normally will be community
groups or organizations, the board will consider donations
to families or individuals who have suffered a catastrophic
illness or household disaster.)

Perhaps the most appealing aspect of the fund is the
way co-op members can contribute to it. They can do so
merely by authorizing South Kentucky RECC to “round-
up” their monthly electric bills to the next-higher dollar.
In some months, that could be as little as a penny. For
example, if the normal tally for your electricity usage came
to $78.99, the co-op would send you a bill for $79 and
donate the extra penny to The People Fund.

At most, your contribution in any month would be
99 cents. Most contributions would fall closer to the
middle.

The beauty of this system is that if enough South
Kentucky RECC members join The People Fund program,

Auburn Cook, Marketing Records Coordinator, enters some of
the nearly 1,200 People Fund forms received in the past month.

their small, almost unnoticeable contributions can add up.
With a co-op membership now approaching 60,000, monthly
contributions to the fund could reach some $15,000 if only
half the members joined up (assuming an average contribution
of 50 cents). Even with the relatively small grants
contemplated by The People Fund board-—perhaps $5,000 at
most—it's enough money to make a difference in people’s
lives.

That's why the slogan for The People Fund is “Change
for Change.”

“Great things can be accomplished for less than the price
of a cup of coffee each month,” says Ruby Patterson, South
Kentucky’s Member Services and Marketing Team Leader, who
sits on the fund’s eight-member board.

Local, charitable giving is a practice encouraged by
Touchstone Energy, a national alliance of rural electric
cooperatives, which South Kentucky RECC joined in 1997. It
is also central to the Cooperative Principles adopted in 1995
by the International Cooperative Alliance.

The first South Kentucky RECC member to sign up for
The People Fund was CEO Allen Anderson. The co-op’s
board of directors and more than 100 co-op employees quickly
followed suit.

Says Anderson, “We feel we have a special responsibility
that goes beyond our main purpose, which is providing low-
cost, reliable electric service. The People Fund is an excellent
way to help those in need. None of the money collected for
The People Fund goes into operations. The administrative
and operational costs of the program are covered by SKRECC
through its already internal overhead. Every dime of that
money will go back into our communities.”

The co-op established a non-profit tax-exempt
corporation, the South Kentucky Rural Electric Trust, to
administer the program {donations to the fund are tax-
deductible). The directors of the Trust include several South
Kentucky RECC member-services representatives, whose jobs
at the co-op provide them insight each day into things that
are happening in the community.

[t will take time for word to get out about the fund, for its
membership to grow, and to accumulate significant resources.
Once established, fund directors will meet quarterly to review
grant applications and approve donations.

Members interested in signing up for The People Fund
are encouraged to contact South Kentucky RECC.
Organizations that believe they might qualify as grant
recipients are encouraged to inquire.

Your Co-op Electric Rates

When industry officials coined the term “too cheap to
meter” in the 1960s, they were talking about nuclear-generated
electricity. As everyone knows, nuclear energy never lived up
to the claim.

Electricity is not free, and cannot be. The infrastructure
required to generate power, transport it long distances over
high-voltage transmission lines, reduce the voltage at
substations, and distribute it to homes, farms, schools,
businesses, and factories represents a massive public and
private investment. (In September and October of 2003, South
Kentucky RECC presented a two-part series in Kentucky Living
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titled “Where Power Comes
From,” which described the

Kentucky’s Residential Electric Rates

Rank Lowest In The Nation®

enormous job of making sure
he system is ready when you
flick on your lights.)

Time and experience have
shown that the best deal,
financially, for electric power is
not nuclear energy, but coal.
And the places with ready
access to this fuel are the places
with the lowest-cost power.

More than anywhere else
in the country, that place is
Kentucky. The Bluegrass State
has the lowest electric rates in
the United States.

THE NATIONAL AVERAGE IS 50% HIGHER THAN KENTUCKY'S

0¢ to 5 9¢/kWh

At last count (and 6.0¢ to 6 9¢/kWh
depending how you count) there 9 [ 70510 7askWh
were some 34 electric utilities 129 L] gelkWhand over

. . rad
operating in Kentucky, oy
. ) . H Natlona! Average: 8.7¢kWh
including rural electric co-ops, w2 O Kentucky Average:  5.8¢/kWh

investor-owned utilities, and
municipal utilities. The average
residential electricity rate
among all those utilities, as of
August 2003, was 5.8 cents per
kilowatt-hour (kWh). No other state was lower than 6 cents/
kWh (the lowest were Washington and West Virginia, both
at 6.2 cents).

But what about South Kentucky RECC? Where do its
rates fall, in comparison to Kentucky’s 30-some other utilities?

Your co-op’s present residential rate average is 5.6 cents/
kWh, which ranks South Kentucky in the lower one-third of
electric cooperatives in the state. This represents a significant
accomplishment, because it is hard for a rural electric utility
to maintain low rates. Building and maintaining an electric
distribution system in rough and remote terrain, where rights-
of-way go across mountains and through forests, where power
lines are highly susceptible to damage, and where there are
fewer farms, homes, and businesses to defray the costs, puts
co-ops at a financial disadvantage. On the other hand, co-
ops don'’t have to build in a profit margin for investors.

South Kentucky RECC, therefore, provides residential
electricity at rates that compare favorably within Kentucky.
And Kentucky has the lowest rates in the nation.

This is why, when people express concern about their
electric bills, South Kentucky RECC has two responses. The
first is to ask people to consider their consumption. The second
is to offer home energy audits to help members figure out
whether they are inadvertently wasting power because of
deficiencies or problems in their home energy systems.

Consumption: The average co-op member today uses 35
times as much electric power as our predecessors in 1940.
This is not surprising, considering the many new uses we have
for electricity. In 1940 the average South Kentucky RECC
member consumed 32 kWh per month. By 2003 average
monthly residential usage had climbed to 1,130 kilowatt-
hours.

*Sourco: U.S. Oepariment of Enorgy Data, Estimatad US. Electric Avarago Revenus per Kifowatthour, August 2003

South Kentucky RECC has not had a rate increase since 1989. Growth is the main

reason the co-op has been able to hold the line against rate increases.

What has notincreased, in the last 15 years, are South
Kentucky RECC's electric rates. They have held fast since
1989. “It’s not the price of electricity that’s gone up,” says
CEO Anderson. “It’s the consumption of electricity.” Care
and conservation in electricity usage can help people lower
their electric bills.

Energy audits: South Kentucky RECC performs
approximately 500 free energy audits each year. Audits
frequently are triggered when someone calls to voice
concern about a high electric bill. At other times people
ask specifically for the service. The co-op employs four
energy advisors, who visit homes (when invited) to
examine the structure itself and the electrical equipment,
talk to residents about their energy usage, and make
recommendations.

South Kentucky RECC also offers the Button-Up
program to help qualifying members make weatherization
improvements, and Tune-Up, for refurbishing electric
heating systems.

Even in Kentucky electricity costs money. As a
member-owned cooperative, South Kentucky RECC is not
interested in selling more power to increase profits, because
“profits” don't exist for co-ops. Instead, the goal is to
provide the best service at the lowest rates, and where
possible, help nembers reduce their electric bills.

“We're trying to be the best stewards of our members’
money that we can be,” says Anderson. “That’s been our
role since the cooperative was founded in Wayne County
in 1938.”

It will continue to be South Kentucky RECC's goal
for the years ahead.
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June 3, 2004

leeting Agenda

6:00 p.m. Entertainment — The Calvary Echoes

7:00 p.m. Welcome Members and Guests — CEQ Allen Anderson
Presentation of Colors — American Legion/Veterans of Foreign Wars
(Please stand for the National Anthem)
National Anthem
Invocation — Chatrles Gore, Director-District 2
Introduction of SKRECC’s Board of Directors — CEO Allen Anderson
Introduction of Special Guests — CEO Allen Anderson
Ron Sheets, President, Kentucky Association of Electric Cooperatives
Roy Palk, President & CEQ, East Kentucky Power Cooperative
Introduction of the Moderator (Co-op Attorney Darrell Saunders) of the Business Meeting — CEO
Allen Anderson
Business Meeting begins —Darrell Saunders, Co-op Attorney
* Moderator declares a quorum present.
 Reads official notice and proof of mailing.
o Reads minutes of 2003 Annual Meeting, or hears motion to dispense with reading of the minutes.
° Presents financial report.
* Reads Nominating Committee Report on the election of board members for Districts 4 and 7. The
following have been nominated:
District 4...Glen Massengale
District 7... Tom Estes

New Business:
CEQ’s Report—Allen Anderson
Old Business
Adjourn Business Meeting
2004 Senior Scholarship Recipients Presentation
2004 Washington Youth Tour Winner Recognition

Prize Drawings* — Dennis Cannon *You must be present to win.

Featured Entertainment — Mel Tillis

Children’s Entertainment — Rick Arnold, children's rides, and face painting
(this will be taking place on the meeting grounds throughout the evening) Mel Tillis
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well-managed company puts the interests of
its customers first. Without their support any
success is fleeting, so decision makers put
themselves in their customers’ places and ask
themselves, “How would this decision affect
me and my family?”

This is where South Kentucky Rural Electric
Cooperative Corporation has an advantage.

“We don't have to try to guess how decisions would
affect us,” says Chief Executive Officer Allen Anderson.
“We know firsthand. The majority of our employees, the
Board of Directors, all of the management staff, and I, myself,
are members of this cooperative and are served by it just like
it serves all the other members. We pay the same price for
our electricity as each member does. Every decision affects
us in exactly the same way it affects the 60,000 homes, farms,
schools, factories, offices, and businesses that buy their
power from this electric cooperative.”

Your 2004 Annual Report is about “Delivering the
Best”—the best RATES, the best MEMBER SERVICES, the
best in electric RELIABILITY, and the best COMMUNITY
SERVICES, all brought to you by the best electric utility
EMPLOYEES. The BEST is a lofty goal, but we strive to
reach it every day at South Kentucky RECC.

And we don’t have to imagine how important reliable,
affordable electric power and support services are for our
members. We know it—firsthand.

Delivering the BEST: RATES

Because you live in Kentucky (or, for our members in
Tennessee, because you are served by an electric co-op in
Kentucky), you have the BEST electric rates in the nation.
Kentucky's average residential rates are less than half the
average residential rates in California, New York, and the
six New England states, and well below those of most other
states.

Within Kentucky itself, South Kentucky RECC’s rates
almost perfectly match the statewide average. This is an
accomplishment, because rural utilities have higher per-

capita costs than those serving the state’s population centers.
Urban utilities may serve hundreds of customers per mile of
line. This is called “density,” and it matters because high
density means more people sharing the cost of the electric
infrastructure. At South Kentucky RECC, our density is 9.4
members per mile of line.

Urban utilities also counterbalance their residential
accounts with large commercial and industrial accounts.
Factories and commercial centers reduce rates for everyone
because they use large amounts of electricity and the revenues
they provide help offset more of the power company’s costs of
doing business.

South Kentucky RECC has commercial and industrial
accounts, too, and they are very important members of our
co-op. Dennis Holt, a veteran employee of the co-op, has the
responsibility of making regular visits to these accounts to
make sure we are meeting all their needs. We also have our
own Economic Development office, ably led by SKRECC
contract employee Bennie Garland, to recruit and support
more of these accounts—not only because they are a large
customer of the co-op, but because they provide jobs and
stimulate economic growth in our area.

Still, we are primarily a residential co-op: 92.3 percent of
our membership is residential, with 6.5 percent commercial
and industrial (the balance consists mostly of street and
highway lighting). Yet this small minority of commercial/
industrial accounts provides 29 percent of our revenue, because
most commercial accounts are large users of electricity.
Without them, our residential rates would have to be higher.

On the “expense” side of the ledger, it is important to
note that more than 70 percent of South Kentucky RECC’s
total costs of electric service are for “purchased power”—
mostly, power generated and sold to us by East Kentucky Power
Cooperative (EKPC).

As our membership has grown—we presently deliver
electricity to 60,515 meters in rural areas of 11 Kentucky and
two Tennessee counties—we have developed an extensive
infrastructure of electrical distribution equipment. Based in
Somerset, we also operate four district offices and maintain

“The Board of Directors and all of our management
staff are members of this co-op, too. We pay the same price
for our electricity, and every decision affects us in exactly
the same way it affects all the members.”

Allen Anderson, CEO




6,407 miles of power line and its rights-of-way. (To put that
in perspective, if South Kentucky's power lines were stretched
end-to-end they would reach from Lexington, KY, to
Anchorage, Alaska, and back; and with 30-foot-wide rights-
of-way along much of our overhead system, we are taking care
of more than 22,000 acres to prevent trees and other
vegetation from causing outages.)

However, as large as our system has become,
“operations”—Iline maintenance and construction, wages and
salaries, operating a fleet of vehicles, building maintenance,
taxes, property insurance, workers' compensation, health
insurance, etc.—account for just under 20 percent of the co-
op's costs. Interest, depreciation, taxes, and other fixed costs
account for 10 percent.

Which means that 70 percent goes toward purchased
power, and maintaining low rates requires controlling the
wholesale power costs. As an owner/member of EKPC (along
with 16 other Kentucky co-ops), SKRECC participates with
the other member co-ops in making sure EKPC remains as a
reliable economic source of power for our members.

“East Kentucky is a good power supplier,” says Allen
Anderson, “but we feel we are the member-representative
there. Our purpose is to work for the best value we can attain
for our members.”

South Kentucky RECC has not had a base rate increase
since 1989—there have only been some pass-through
wholesale fuel charge adjustments. Besides working to control
wholesale power costs, the two factors most responsible for
that accomplishment are growth in our membership and
growth in consumption.

However, since the terrorist attacks of September 11,
2001, growth and consumption have increased at a much
slower rate, and realistically, significant growth in those areas
cannot be solely relied upon to cover increasing expenses.
And for another reason entirely—an “environmental
surcharge” recently approved by the Kentucky Public Service
Commission—the members of SKRECC and all other co-
ops served by East Kentucky Power Cooperative will soon see
an additional surcharge on their electric bills. The surcharge
reflects additional costs of power production imposed by
required measures to protect the air and environment. (We
will present further information on the environmental
surcharge, and its impact on SKRECC members, soon in these
pages.)

While the surcharge—a line item on forthcoming bills—
will raise members’ costs, the co-op's own rates appear safe at
least this year.

“We will hold the line in 2005, for the 16" year,” says
Anderson, “and we are trying hard to avoid a rate increase in
2006.”

Providing the BEST in rates is your co-op's primary goal.

Delivering the BEST: MEMBER SERVICES

Investor-owned utilities (IOUs) are buying and selling
each other in the international corporate marketplace, but
South Kentucky RECC remains wholly owned by its
member-owners. Delivering the BEST in member services
means maintaining South Kentucky RECC’s traditional
close ties to the member.

IOUs close their field offices to cut costs; South
Kentucky has actually been developing its district offices
(in Whitley City, Monticello, Russell Springs, and Albany)
to be more convenient and responsive to local members.
Each office has a maintenance crew to repair and maintain

Partof SKRECC’s BEST Member Service is helping members
find ways to save electricity. Energy Advisor Jeff Girdler performs
a blower door test that will determine the amount of air infiltration
that this home is allowing.




Part of SKRECC's BEST Employees includes ongoing training for

linemen and others.

the lines and restore outages, member-services staff to help
people with efficient use of electricity and billing concerns,
and a warm, friendly, personable cashier for convenient bill
paying. Members can also conveniently use the night deposit
boxes at each location, or pay online, by mail, by bank draft or
credit card draft, and by phone with a credit card.

The BEST member services also include FREE member
services. SKRECC offers no-cost energy audits for homes and
businesses, and high-bill audits to help people learn why their
electric bills have risen and take corrective measures. These
services sometimes result in the member’s enrollment in
“Button-Up,” a home-weatherization program that helps pay
for energy-efficiency improvements, and “Tune-Up,” which
improves the operation of their electric forced-air heating
units.

These and other demand-side management (DSM)
programs help folks reduce their energy consumption resulting
in a lower electric bill from their co-op. By the end of 2004,
SKRECC had Buttoned-Up 1,624 members’ homes, and
Tuned-Up 1,359 homes. (EKPC shares in the cost of these
DSM programs.)

No electric utility can completely prevent outages. South
Kentucky RECC's response to this fact of life has been to
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Part of SKRECC’s BEST Community Service is participating in
local parades.
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upgrade its response capabilities and make sure members who
are experiencing outages can reach us by phone to provide
the information that helps our crews quickly make the
necessary repairs.

Our Qutage Management System (OMS) software
organizes input from co-op personnel and from calls by
members reporting outages. It helps dispatchers identify the
areas affected, and can actually pinpoint devices on the
lines—such as specific fuses, reclosers, and substation
breakers—where problems may be occurring.

The Call Research Center (CRC) kicks in to provide
added help when the co-op’s own employees are experiencing
a high volume of outage-complaint calls. CRC employees
can field calls from SKRECC members and enter the
information into the co-op’'s OMS database.

Even with CRC, South Kentucky’s phone resources can
become overwhelmed during severe and widespread outages.
But with the addition of these cutting-edge technologies in
2003, SKRECC’s member services rank among the BEST of
any electric utility.

Delivering the BEST: RELIABILITY

However, providing the BEST in system reliability
requires major efforts to reduce and manage outages, and also
assure consistent power quality. To achieve this, a utility must
know its system intimately, upgrade its materials, and maintain
its right-of-way. It's a never-ending job.

SKRECC implemented a Geographic Information System
(GIS) in 2001. Now, every pole, meter, and all elements of the
system’s infrastructure are precisely mapped. This assists South
Kentucky RECC in maintenance, upgrading, planning, and
outage response.

Utility equipment—ifrom wooden poles to “conductor”
{(wires)—can become worn and outdated, and should be
replaced. The co-op's 2004-2006 work plan earmarks some
$4 million for replacing wire and related materials. Reclosers,
which restore the flow of electricity after momentary
interruptions (avoiding prolonged ocutages), are serviced on a
five-year cycle. Our linemen are now replacing some 3,700
outdated lightning arresters with a modern, more reliable
design.

The co-op constantly revises its “sectionalizing” plans.
By adding fuse points at precise locations, “sectionalizing”
reduces the number of members affected by outages. Advanced
sectionalizing, in conjunction with GIS mapping, translates
to fewer people inconvenienced, and shorter outage durations.

South Kentucky RECC monitors every one of the
thousands of power poles on its system. The PSC requires
visual inspections every two years. The co-op adds a four-year
cycle for more detailed inspection, including hammer
soundings to detect rot, and minor repairs to the poles and
attachments. Deteriorating poles are scheduled for
replacement.

Finally, providing the BEST in system reliability also
means maintaining a clear right-of-way (ROW) in those
22,000-plus acres of land. Overgrown ROWs lead directly to
outages.

Lately, this job has been harder than usual. Kentucky's
countryside was ravaged between 1999 and 2002 by the
southern pine beetle infestation. To protect power lines,
SKRECC employees and contractors felled 400,000 trees



weakened or killed by the insects. More recently, Kentucky
has experienced unusual amounts of precipitation (2004 was
the second-wettest year in recorded history); as a result,
SKRECC has had to pour more resources and manpower into
ROW maintenance, sometimes going back to places that were
cleared just months earlier. Under these pressures, the co-op
is trying to compress its eight-year reclearing cycle to six years.

South Kentucky RECC spends $2 million-plus a year on
ROW maintenance, and Chief Operating Officer Carol
Wright says it's money well-spent. Wright, who worked for
two of the state’s largest electric utilities before coming to
South Kentucky, says, “From my experience, SKRECC's right-
of-way program is the BEST and most effective I have seen.”

Delivering the BEST: EMPLOYEES

In all respects, Allen Anderson says, South Kentucky
RECC strives to be the best it can be. But when it comes to
employees, Anderson has no doubts.

“We've got the BEST,” says the CEQ. “Since we are
member-owned, we try to hire people who really care about
the members, and care about providing the services members
need. We feel we have been successful in doing that.”

Longevity speaks volumes. SKRECC has a staff of 156
employees. Among them, they have approximately 2,600 years
of co-op experience! The average employee has been with
the co-op for 17 years.

South Kentucky RECC revised its employment practices
a few years ago, replacing departments with a team concept
and empowering this very experienced group of workers to
make judgments and decisions on their own. The
administration and Board of Directors believe this model
encourages creativity, employee responsibility, efficient
problem-solving, and, most importantly, better, quicker
service to the member.

SKRECC actually has nine fewer positions than in recent
years. Technology enables the company to serve its growing
membership and infrastructure with fewer employees, yet the
co-op must be sufficiently staffed to maintain standards of
service excellence.

Thankfully, this balancing act is made easier by having
the BEST, most proven and committed co-op employees.

Delivering the BEST: COMMUNITY SERVICES

Wherever you go in SKRECC’s 13-county service
territory, you'll find co-op employees providing the BEST
community services through their personal involvement and
commitment.

An electric utility has a unique responsibility to help
communities and citizens use electricity safely. Our
representatives can be found in schools, teaching youngsters
about electric power, safety around wires and outlets, and the
safe use of appliances. We train fire departments and rescue
services whose personnel could be first on the scene at an
emergency where power lines pose a potential hazard.

The co-op sponsors student trips to Frankfort, KY, and
Washington, D.C., and awards college scholarships to high
school seniors everywhere our power lines reach. We support
other organizations that are improving life in the area, such
as the Air Evac Lifeteam in Albany (SKRECC members qualify
for discounts with the emergency helicopter service). South
Kentucky RECC donated appliances and a cell tower to
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Part of SKRECC’s BEST Employees is assisting other co-ops
during major outages. Employees, above, went to Florida last year
to help with hurricane relief.

Foothills Academy in Clinton County, a residential treatment
facility for at-risk teenage boys. SKRECC’s Community
Development office is one of its most significant services,
providing know-how and technical assistance to businesses
and industries seeking to bring jobs and other benefits to the
area.

Our employees also do their part in community service—
some of which is on their own time. They are members of
local chambers of commerce, service clubs, historical societies,
educational programs; they organize and participate in county
fairs and farm days, fund-raisers for cancer research and heart
disease, the United Way, the March of Dimes, youth sports
leagues, and the Master Musicians Festival. Together, they
create floats and exhibits to represent the co-op in parades
and other events throughout our 13 counties.

They do all this in the pursuit of another “BEST”: helping
the cities, towns, and neighborhoods where our South
Kentucky RECC members live and work to become the very
BEST communities they can possibly be.

T www.skrecc.com

Part of SKRECC'’s BEST Community Service is participating in
programs such as a food drive for God’s Food Pantry.
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keep clecuic mues as low as possible while providing eood
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That was the case in 2005, when the Kenruchy Public
Service Commission (PSC) anthorized Last kenrucky Powes
Corporation (EKRPOY, which provides wholesale power o
South Kentocky RECC and 15 other elecrric distribution co
ops, to add o new emvitonmienal surcharge 1o the monthly
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One majnt component of oo cost is purchased {or
wholesale) power. While wholesale power cost has been
increasing ro SKRECC, rhe cosr we charge ro ot member hag
remained rhe s since 1989, helping 10 creare the need
now Tor che me adjustmenr.
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an obligation 1o run this co-op in o basinesslike fshion, and
we hiee tespoosibilivies v our creditors Welve reached o point
in time where we have no choice but e ask the state Pubilic
Servige Comimission for o rare adjustment.”
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Ercroyv-ciiiciency progumes like Borcon Up and Tune-
Up, and homwe erergy udits, hove helped bimdicds of co-op
miembers use less clecrricity while
comboriable

The Bution-Up program s designed tor making
electrically-deated homes more etficient and comforable. This
progiam accomplishes this purpose throngd v pa e o
incerives o the membea (o add insuliaion oo dheir Bome.
When you Button-Up, Somh Kentueky RECC will pay an
incentive of $20 for cvery 1L,OO0 RTUs yom hearing load is
lu‘\\"s.‘ e

Tone-Up s another home efficiency progsm v SRRELL
mictnbers who have electic hear pamps and limoces By s
offered at acost of $35 1w qualitying members. Tone-Lp consists
of airinfilontion testing, sealing doctwork, cleaning indoo
and outdoor colls, changing filrers, mensning aii flow,
checking the acouraey of your vhermosiar, and Checking the
COMPIessOT GPeiniinn

making thein homes niorc

The tests we do oy also show you
things vou can Jo o yone home to lower yvonr energy costs
Results from wesrs of this progian showed Tune-Up can
produce a savings of $170/ea in hearing and cooling costs.
(O consse, yomr exact savinps will
and heating system.

vary acoording toyou home

For people who Tave an especially hatd vinwe poving highes
bills in coreain seosons, levelized billiog s avaifabhe Lovelized
hilling i« based oo the average ninber of kitos art-hous need
i the past 12 monehs This seans that the payment amounr
will be only slightly Jitlercnt each month. hMembers” aecounts
can be et apoon levelized billing ar any tisve the account has
aczero balanee, and unlike orher eypes of acconns there is no
settlement month,

The vo-ap alvo sells Flecurie Thermind Storage hearors
Richily insulared vodee thar reain and disoibone
long period of vime.

beat over o
Beeause of their heat-stomge vapacins.
these nnirs use Jess-cxpensive off-peal posver, and the co-op
posses those sovings on royou Mor onbe doyon reeeize o 0%
discount on the electricity used by the heater, but you will
receive o 550 per KW instaltarion rebate from Seuch Kenucly
RECL

There wre any mumbén of savs o rediee electrivisy
consumption and costs Please call the cooop o ask tor help,
which concofren be provided cost-tree And well voun netghbors
it you think these opportinities would benefie them,

Call Cenrer
Toun cosop s abwys onthe leokons for wave ro improve

ottt service (o members. W abide by contconsumings (o elie
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wo hross thar some i estoent: mahe an enormouns
Jdiffereney for our members

I thar spivic, we will soon be rolling
coenter, which will enable us o provide comprehensive,
personal service vo people sweirh gquestions abooe billing,
cleciric nsape, naintennnce, and most ingoivies wichout being
placed on hold or being cooansteried. The coll conterwill alsa

sur onr ew call

separate the tuneiions of relephone ealls from “walk-in”
service, which hove vradivionally been paovided b the same
personnel

Fhis new momber service s bared onoan cxvpanded
vompnoter daia banks and welephone siendanis wained o
[RTRINE IR ivehile o the i‘>h.mg with L) membeors, T i‘u.") will
rake invoming colls and hove the resourees to respond o
vittually any ingquiry wirthoont switching rhe call o anorher
cmplovee and tisking losing the caller in nmaze of recordings
and message svstems. You'll speak o a real person when you
call Souch Kenvocky RECC Usually, you alieady do, buc own
call cencer technolopy will provide meie efficient and
responsive wlephone vansaciions.

A meanwhile, other memberservices iepresentatives
will be free towair on walle i members wirhour intetraptions
from the telephone.

The call conver egnippaent s being installed dhis sununey,
and should be ready for operation early in the @il

MNew Construction
The 2003 annnalreport annoninced that South Kenvucky

RECC was boilding for vhe tuome; jroold chor oll five of
SKRECCs offices would be replaced by new tacilities in those
communities,

Constroction began in 2009 with the Whirley Ciry
district affice, wirh completion expecred ar the ond of Junc.

CEO Allen Anderson said there were several factors that
lead to the construction of that office first.

“The \Whitley Ciry office that we ocoupy now swas opened
inthe 19605 In <40 years we have expericnced oot of growth,
mnking: ot current {acilivy inmlminnrv, with no room 1o
expand. And, the noew constroction on Fighway 27 rook o
fatee portion of that eifiey's parking aea, making it even
muote diffic ult for oor membors o do business there

“We are excited vhot this process has gotren anderway,
and we look forward 1o conrinving v in oor orher
comminnitics. The new budldings will help as be able ro provide
betterservice toour members, and tha is what ivis all abonr-
serving o members as reliably and efficiently as possible.”

Construction on the othe district oifives—-in Albany,
donnicello, snd Russell Springs——is claed 1o got underway
shortly afier the Whidey City oftice is complered, probably
in carly July.

Our Safety Accomplishment

We began this repore by acknowledueing thar Sourh
Kentacky RECC has mueh to be rhanktul ter, despite the
necessity of o rate increase. Ooe thing to be thankiud for, and
proud of, i our safery record - and that may be one of oul
most inpoieant accomplishments of alll Working with
clecericity invoblves risks, and the only way to miinimize them
is with constant adention to safery.
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Gy voeop complered 2005 with oo bos o thoe e idenis

WYL 3 s P .
When added o the consecutive saic hoots o )

!
7000, that wave Bowmh Kemoeky 18 Bone ol vk
{

without fosr time Jdue toaceiden o infuis. Bose achivs e

SOCLQ00 Bours we will qualify for o Govemens weand Dol

for an apdate ina ticawe heotocky Thing |
“Ir's sorne thing 1o be proud of "0l CEOY A en Sadesaon

“especially considering that we sent 75 of o

belp in Mississippi alter the hunsicane,

destrucrion and in ualimilise saorousdi people can i

cxposcd o potentiadly unknown dangerons ciianons. B

safery-

woemployecs

Sorking amony

wiblic satery amd saleny for oo cmplovees op

somuething we constantly sivess in o oreanization The big
ching e all coployees coing home to dherr family cach nigh
without njury,”

Ay ownr 08th vear ends and own 691k beging, Iy working
safe and as mear, we stand ready to meet our mcmbers growing
needs.
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Annual Report 2006:
South Kentucky RECC Covers “New

Ground” With Office Construction
Projects and a Possible Expansion

ural electric cooperatives like South Kentucky RECC were created during the 1930s for one specific and important
purpose: to provide electric power to rural Americans, who were not being served by the electric companies of the
day because it wasn't profitable to build power lines into the countryside for the comparatively few customers
who lived there. Consequently, many rural Americans were still living very much as they had lived in the 1800s,
and the American dream was passing them by.

Cooperatively-owned utilities proved to be the answer, because they removed the profit motive. Rural electric co-ops are
free to concentrate on providing reliable electric service, at rates members can afford to pay.

Times have changed since 1938, when South Kentucky RECC was founded. Yet one thing hasn’t changed: financially, it
is still easier to operate an electric utility when the costs of building, repairing, maintaining and improving power lines and
the rights-of-way surrounding them are shared among a greater number of residents.

That'’s one reason for excitement, as we present this 2006 Annual Report to the members of South Kentucky RECC. The
co-op has been in very productive and amicable negotiations with the Monticello Electric Plant Board (MEPB) and the city
of Monticello, which could allow South Kentucky RECC an opportunity to purchase the assets of the Monticello utility and
taking in its 3,500 customers as new co-op members before the end of 2007.

The parties involved in the negotiations thus far have concluded that this transaction would have long-term benefits for
everyone. Here’s how:

¢ South Kentucky RECC would add to its predominantly rural service territory the city of Monticello, thus gaining
greater average density (calculated as the number of electric consumers per mile of line). It would also acquire several
commercial loads, which typically purchase more electricity than residences (system-wide, SKRECC is about 92 percent
residential); the revenue from those accounts would help the co-op stabilize its costs for everyone.

* SKRECC’s present members, no matter where they live, stand to benefit because of these advantages to their electric
cooperative. Remember, in a member-owned non-profit cooperative, decisions are not made or driven by profit. The goals are
made to enhance the co-op’s financial stability, improve services, and spread costs, which also allows for overall better service
to the members. Coming off a year (2006) when South Kentucky RECC had to raise its electric rates for the first time since
1989, members can appreciate a move that could help forestall the need for future increases.

* The City of Monticello would receive a total of $4.686 million from the sale of its municipally-owned utility. The city
would receive this money from annual payments with interest spread over a 30-year period (assets include the electric
distribution system, territorial rights, a substation, real estate, transportation equipment, office equipment, and furniture).
This capital presumably would benefit all taxpayers by delaying the need for possible tax increases for the citizens of Monticello
and allow the city to accomplish the things that would have a positive impact on their community. They also could benefit
from the co-op’s economic development office, which has successfully attracted industry and jobs to other communities in
South Kentucky's service area.

* Monticello’s electric consumers would become members of South Kentucky RECC with the $25 membership fee being
paid for each Monticello Electric Plant Board customer by the city of Monticello. Members of MEPB would have access to
many more resources than are available through their present power provider. SKRECC being a much larger company can
bring economies of scale to the provision of electricity, especially important during power failures. South Kentucky RECC has
emergency aid agreements with all of the Kentucky cooperatives, as well as all other Touchstone Energy® cooperatives across
the country. SKRECC has better access to a continuous flow of electrical supplies through its association with United Utility
Supply and the Kentucky Association of Electric Cooperatives. Plus, SKRECC offers a number of services for its members,
such as providing electrical inspections and advice through its five -member inspection department, home energy audits to
help people use electricity more efficiently, and provide guidance for new construction projects in terms of efficient heating
systems and insulation levels, and more. The city’s residents would become full members of the co-op, entitled to have a vote
and have a voice in any membership business meeting and to earn patronage capital each year that SKRECC earns margins
(profits) over its costs.
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* Monticello’s electric employees—12 in number—
would not have anything to lose in this acquisition and much
to gain. The skills of these employees would be welcome, as
the co-op faces the impending retirement of a number of
senior employees in coming years. This is one of the things
that make the timing of this opportunity so crucial. The
Monticello Electric Plant Board employees are actually needed
and will become part of a much larger, growing company that
will offer many more opportunities for their future growth
and development.

Origins of the proposal

Like co-ops, municipal utilities are a form of public power.
In this region, most municipals, in the past, have purchased
their power exclusively from the Tennessee Valley Authority
(TVA). However, as of November 2003, MEPB’s TVA
contract allowed an option for utilities being presently served
by the power supplier, upon a 5-year notice, to discontinue
service with them.

The Monticello Electric Plant Board took the TVA up
on the offer to explore their options for power by giving the
5-year notice to TVA. In November 2003, MEPB sent out
Requests for Proposals (RFPs) to other potential power
providers. This attracted the interest of South Kentucky
RECC. The co-op serves about 62,000 members including
the rural areas surrounding Monticello, and because of growth,
the need for more substations, a plan for a new district office,
employee needs, and co-op interest in the Monticello
community, SKRECC CEO Allen Anderson began sharing
the co-op needs and interests with MEPB Superintendent
Gary Dishman. Both parties began seeing the many synergies
with the possibility of the two companies coming together.

The parties undertook negotiations, and in January 2007
the MEPB Board of Directors voted unanimously in favor of
presenting the city of Monticello with a resolution outlining
the sale of MEPB to South Kentucky RECC for $4.686 million
to be paid to the city with interest over a 30 year period. In
February 2007, the Monticello City Council unanimously
agreed to the proposal, which included the amount and
stipulated conditions.

That leaves it up to the citizens of Monticello, and how
they will vote on the issue on the November 6, 2007 ballot.
The Kentucky Public Service Commission (PSC) must also
approve the transaction. Primarily, the PSC will focus on the
question of whether the co-op would be subsidizing the
Monticello purchase with its membership’s money. To be
approved, South Kentucky RECC’s investment must be
economically viable and pay for itself, and co-op officials
believe that is the case.

By this time next year we hope to report that South
Kentucky RECC is serving its second small town located in
the county where South Kentucky RECC was founded in 1938
(the co-op already serves Albany). That will mark a new and
promising era for the 69-year-old cooperative.

Homecoming '

It was there and then in Monticello, Wayne County, that
a visionary group of farmers, rural merchants, and business
folks, in places like Slat, Susie, Mill Springs, and Touristville,
recruited sometimes-doubtful local residents to participate
in this seemingly risky scheme-—cooperative ownership of a

company that would put power poles on their property and
electric lights in their homes. People had to put up a hard-
earned minimum of $2.50 a month to join.

It was a difficult sell. But the incorporators—Lloyd
Dunnington, Walter Dalton, Ray Oats, G.P Rice, John D.
McKechnie, A.V. Stearns, Herschel Henninger, and Foxie
Dunagan—were successful, and the papers were signed above
the Monticello Bank on October 8, 1938. Article III of the
incorporation papers made it official: “The principal office of
the Corporation [was to be located at] Monticello, in the
County of Wayne, Commonwealth of Kentucky.”

During the 1940s the co-op migrated to Somerset,
although SKRECC has remained the power provider for Susie
and Slat and the rest of rural Wayne County. So somehow it
seems right that South Kentucky RECC may have the
opportunity to serve the good citizens of Monticello, and their
families, schools, and businesses located within Wayne

County.

New central and district buildings

Another major development to give an updated report
on is the progress on the planned construction of new office/
warehouse facilities throughout SKRECC'’s territory. These
new facilities will replace the current facilities in Somerset,
Russell Springs, Albany, and Whitley City.

The Whitley City office was completed in August 2006
and is now operational. A new facility to serve Wayne County
members has been put on hold, pending the outcome of the
Monticello Electric Plant Board proposal. If that is successful,
the co-op will utilize the current MEPB office avoiding the
need for construction in Monticello—another potential
benefit of that transaction.

The Russell Springs and Albany facilities are both under
construction with an expected completion date of August
and November 2007 respectively. The Somerset facility is
well into the design stage with an expected completion date
of 2009.

The current facilities date from the 1950s and ‘60s, and
have become inadequate for today’s growing needs. Despite
modifications, none are fully handicap-accessible, which is
required under the Americans with Disabilities Act. The
drive-through windows are heavily utilized, and are intended

The new Whitley City office was completed in August 2006. All
the new South Kentucky RECC district offices will be the same
floor plan and size.
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for the convenience of our members. Through growth and
poor design of the drive -through windows, we are experiencing
longer lines causing the service to be less than desirable by
the co-op. In most cases, the offices are not as inviting or
designed to be as “customer-friendly” as the co-op insists
they be.

Above all, though, the co-op has outgrown these spaces.
When they were constructed South Kentucky RECC served
about 10,000 members total throughout its 13-county service
area. Its membership now exceeds 62,000. Creating adequate
working space to accommodate the employees, parking,
equipment, new technology, and resources needed to serve a
growing membership that size will make for a more well-
organized company, that is much more convenient and
accessible to the member.

All the new sites will combine office and warehouse space,
improving inter-departmental communication and
efficiencies. They will provide indoor shelter for higher cost
vehicles and equipment, protecting them and prolonging
their lifespan. District facilities will be fully stocked with
materials and equipment to serve local demand, enabling
prompt response and reducing transportation costs and
“windshield time.”

The co-op recognized the need for this project quickly
approaching several years ago, and hired a consulting firm to
do a needs assessment, objectively evaluate the current
facilities, project future co-op growth, and provide a second
opinion as to where facilities should be located and even if
new facilities. were the best decision. The decision was that
the district offices should remain in their host communities,
where each equitably serves about 10,000-12,000 members
(the Somerset office serves 20,000-25 OOO) These locations,
better equipped, will advance the co-op’s goal of providing
members everywhere with the same quality of service. The
decision also was that building all new facilities and selling
the existing ones would be the most economic approach.

The Kentucky Public Service Commission has already
approved the individual construction projects that have come
before it, including the Whitley City, Russell
Springs, and Albany facilities construction
projects, ensuring that expendltures were fully
justified and that the co-op's needs to serve
the membership for the next 30 years were
acceptable. All district office facilities will be
the same floor plan and the same size.

The status of the projects is as follows:
McCreary County. The office that serves the
southeast part of our territory remains in
Whitley City, very close to the former
SKRECC facilities. Construction is complete,
and the facility became operational August
2006.

Russell County. The district office in the
northwest will be moved from Russell Springs
to a new location on Highway 127 between
Russell Springs and Jamestown, just north of
Russell County High School. Construction
began in March 2007 with plans to be
completed by August 2007.

Clinton County. The new southwestern office
site excavation started in April 2007 with a
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planned completion date of November 2007. The office/
warehouse will be north of downtown Albany at the
intersection of Highway 127 and Snow Road.
Pulaski County. Relocating South Kentucky RECC’s main
office in Somerset to a new site on the outskirts of town— off
the new and as-yet uncompleted Highway 27—will be the
biggest part of the project. Plans are to make application to
the PSC for approval for the need to construct a new Somerset
facility with hopes of having that final approval and ground
broken before the end of 2007. Construction could take up to
two years. The Somerset office design, as well as all of the new
district offices, includes a large, modern community room,
which like the present room can be used not only for co-op
training and conference purposes but by members and the
general public as well.

Eventually, South Kentucky RECC will have valuable
assets to sell—its present properties, including the former
farmland used for the annual membership meeting. (The new
headquarters will have sufficient property to hold the event
on-site.) They are considered quite marketable, which will
allow the co-op to recoup some of its investment in the
buildings that should house South Kentucky RECC for 30-
plus years into the future.

Call Center a major benefit to member services

Here’s a much-needed improvement your co-op made in
2006 without waiting for the completion of new buildings. It
launched its “call center,” an improved telephone and
computer system that provides quick, comprehensive services
to South Kentucky RECC members, with a corresponding
savings in time and efficiencies for employees whose primary
job responsibilities are to meet the needs of all our walk-in
members and also those that prefer to do business by phone.

The days of calling the co-op with questions about
anything—vyour bill, a service problem, requests for home
energy audits, new service connections, energy-related
products, etc.—and waiting to be transferred to the right
department, are over. Now, the “right department” is the call

South Kentucky RECC'’s new call center was put into place August 20006. It
provides quick, comprehensive service to co-op members who telephone with
questions or want to make a payment by phone or anything else they may call for.



center itself. Trained call center employees operate a computer
data system that enables them to respond to most inquiries
for the convenience of our members.

SKRECC has always limited its use of automated phone
systems, but this call center utilizes our professional employees
and takes that effort to the next level. Callers do receive an
initial automated answer that enables them to go directly to
the dispatch center to report an outage, or dial their party’s
extension. Otherwise, though, they stay on the line and are
quickly connected to a professional South Kentucky RECC
call center employee who helps them from beginning to end
without the need to transfer the call in most situations.

The call center was one of SKRECC’s signal
accomplishments in 2006, improving information and
communication with its members, to reduce the number of
busy signals, and to ensure our members get the service they
deserve. It has also yielded other benefits. Calls are easily
transferred among all five South Kentucky RECC offices, so if
an office is experiencing a high volume of incoming calls
attendants at another office can relieve the burden, usually
without the caller even being aware. (If a caller wants to speak
to someone at his or her district SKRECC office, that
connection, of course, can be made.)

" Launched last June in Somerset, the call center was
gradually expanded to the other district offices as more
employees were trained and the installation completed. It
was fully up and running by August, when it became operative
at Whitley City.

Funding for daily work

And, finally, South Kentucky RECC has commenced
operations under its new three-year work plan.

America’s rural electric co-ops sustain their systems
through operations loans provided by the federal Rural
Utilities Service (RUS). Each three-year plan requires
extensive research and careful drafting by the operations staff
to ensure that the RUS will approve the work proposals and

A large portion of South Kentuc

ky RECC'’s new work plan is for new service
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money request. South Kentucky launched its $29 million,
2007-2009 plan in January.

There are no new special projects in the work plan—the
“special” things on SKRECC's plate, such as moving into
new offices and relocating power lines to accommodate
highway construction, lie outside the work plan’s scope. But a
glance at the plan provides insight into what “normal”
operations are like for this growing, 63,000-member, 13-county
co-op.

Forty-two percent of the $29 million will go to new service
extensions, as people build homes and businesses in co-op
territory. SKRECC will upgrade 153 miles of power line—
replacing old copper wire in some places, switching to larger
conductor (wire) elsewhere to carry additional load, and going
from single -phase to three-phase power (look for three wires
on the poles instead of one) where that higher level of service
is needed. Line upgrades will cost about $6.6 million.

The plan also covers testing, replacing, and improving
line equipment—the transformers, voltage regulators,
capacitors, and fuses that maintain power quality and
sectionalize the system to confine outages to smaller areas.
The work plan foresees replacing some 2,400 poles over the
course of three years, at a cost of $3 million.

It rakes diligence, dedication, and expertise to run an
electric system as large as SKRECC’s. Unfortunately, it is costly
to meet the growing needs of our members, and we must
continue to make upgrades to the system for better reliability.
Our costs have drastically risen over the past 17 years, and
with our commitment to continue to improve service, these
are some of the reasons why the co-op finally had to resort to
the 8.4-percent rate increase the Public Service Commission
approved in 2006 and which SKRECC instituted in
September.

That increase ended the co-op’s 17-year run of
maintaining steady retail electric prices, but anyone would be
hard pressed to find another cost that stayed the same over
that period. SKRECC is very proud of those 17 years without
an increase and now we are dedicated in building another
good run. We know how critically important
it is to our members to keep rates as low as
possible.

South Kentucky RECC will now continue
its quest to be a good steward of our members’
money and assets while remaining very
committed to making the necessary
investments in facilities, equipment, growth
expansion, and employees. These investments
will help the co-op give members the best
electric service at the most stable prices
possible.

South Kentucky RECC’s mission remains
being “for people, not profit” and to provide
reliable service to its members at an affordable
cost and be committed to the growth of local
communities.

extensions. Here, an SKRECC construction crew begins setting poles and

establishing service in a new Wayne County subdivision.
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rople often asswme that an electric niiling’s only
naintenance - fending (o the power lines that go past
their homes and restoring power atter outages, That's
hasically rrue; Sourh Kentucky RECC's primary obliza-
mm is to make sure that when people flip a switch they

¢

And for South Kentucky RECC, basic maintenance 1s a big
responsibifity, because SKRECC serves a large territory. It serves
86,000 members in 13 counties in Ke mud\\ and Tennessee; it
maintaing 6,000 miles of poles and wires (think of o power line
stretehing from Somorser, Keniucky, to Anchorage, Alnska, and
Fack), and those Hines are foaded with sophisticated clectrieal
cquipment that must be kept inorder. The vight-ofway (ROW)
along thot system, which must he kept clear of vegeration that
could cause an outage, is cquivalent wo 30,000 acres.

Any way you slice i, that's an enormous joh. So yes, South
Kentucky RECT does plaw a lot of emphasis on maintenance;
however, there is much more to the co-op than just electric poles
and electric fines.

South Kentucky RECC is also in the business of “huilding™
building reliability while it builds new power lines and ROW
to accommudate a gm\nh rate averaging 1.47 percent cach of
the fast six years. In 2007, SKRECC extended irs system by an
additional 60 miles to serve new members. As the state and ocal
highway departments straichten, widen, and relocate roadways,
South Kentucky RECC must move and rebuild its system ro ac-
company those changes.

Meanwhile, the co-op is in the midst of a major construction
pmiLct of its own, building new facilities to serve irs members
locally more conveniently and efficiently.

Then there are other forms of “building,” such as building
trust and relationships with SKRECC's current members and
with the 3,418 tolks (plus their families and employees) who
became new co-op members last December, when SKRECC
purchased the assers of the Monticello Electric Plant Board and
hecame the electricity supplier for the city of Monticello. And
huilding other relationships, too, with mayors, county judges,
community and economic development organizalions, area non-

The nese Russell County aoffice was completed last October.
Clintem County's new fucilivy will be open for business this
month with an open house scheduled for this summer.

profits, and focal groups so rhat South Kentueky RECC ean bes
ter serve those communitics and lend it resources to help then
arow, provide new johs, and improve their economien.

SKRECC also works hard o “build value.” The siare, the
region, and the country are facing hard coonomic dmes, so
SKRECC dedicates itsell 1o increasing value o its members (o
all the services they 1eceive from the co-op. The co-op does this
by helping people use clecericity more efficieniy so their eneray
dollar goestarther, and responding quickly and effecrively to their
questions and concerns. As a member-owned, nonprofic uriliy
started by rural neighbors in Wayne County in 1938, South Ken-
rucky exists solely to serve its members, nov ta make profics for
sharcholders. *Building value” is central to that mission,

Your 2007 South I\Lnlnd\\ RECC annuad report therefore is
devoted to the theme of “building” and the many ways your
electric co-op continues to work, to build itself into an even bet-
ter co-op, S0 it can continue to meet its members' needs into the
future, and help its me mlm s and their communities build a solid
future for themselves and their families.

Building Facilities

South Kentucky RECCs hatrom-line obligaiion is 1o provide
clectricity to its membership, As people construct new homes,
SKRECC necds 1o build power fines ro serve thenn As stuted
above, SRRECC il o0 miles of new Boe for this purpose in
2007.

But for a utilivy, building never really ends. Poles get old; con-
ducror (wire) needs to be upgraded as communitics grow and
their power demands increase. In 2007, Sourh Kentucky re-
placed 727 poles and 61 miles of conduetor

The biggest construction project on SKRECC's agenda,
though, is the replacement olits facilities throughout the service
erritory. The project grew out of a 2002 study that projected
SKRECCs growth 15 years into the future, and an in-depth as-
sessment of its facilivies and infrastructure to determine ivs pre-
paredness to handle that growth in the future.

South Kentucky RECC hired o professional planner with
the Narional Rural Elccrric Cooperative Association for this re-
search and analysis. Upon its completion, SKRECC's hoard of
direcrors concluded, after deliberation, that the wisest course
would he to decentralize wnd make an investment now in new
fucilitics to hetter serve cach district into the future.

b 20006, SKRECC comipleted its office in McCreary County.
Similarly, in 2007 stall moved inro a newly completed Ras-
sell County office, and by this summer the co-op will have o
new facility open in Clinton County. (SKRECC moved into
the recently purchased Monticello Electric Plant Board office,
which meets its needs without having to construct a new facil-
ity in Wayne County.)

Each facility has convenient drive-through windows, with
more fanes, to hetter serve members paying their hills. There is
improved parking, and people entering the buildings will find
the services they need conveniently focated. These new af-
fices are all designed more cfficiently from an operational and
employee standpoint. The co-op has always provided commu-
nity rooms where local groups can meet and hold functions; in
the new buildings members will find those spaces to be larga
and hetter equipped.

The newly constracted facilities cambine offices with fully
stocked warchouses, loading bays, and pole yards. A construe-

tHon/maintenance crew s statjoned in each district to enable




quich responses (o Jocal needs. An d the facilivies are Jerigned
with rhe furure in mind: wl/lu O expeces them to serve co-op
memboers for decades to con

There is another reason for ¢ South Kent tucky RECCs invest-
ment in betrer regional facilities. At a time when most uiilivies
are reducing services and consolidating their operations, your
co-op is going in the oppasite direction-decentralizing, so tha
members can get more of what they need locally (nn]lu.ling a
friendly, familiar foce belind rhe service counter).

The districe offices are siruated so thot the trucks have quick
access 1o major roadways, to reach any purt of the seivice arca
quickly. Thiz not only sllows the co- ap lo provide hortor service,
hur ul.,(\ makes SKRECC more cfficient by climinoting o wrea
Jerd of road tdme snd reducing outage time. By the same token,
members will find the offices vasily accessible

Building Heliability
One of South Kentucky RECC's goals is to provide reliable
clectric service, System reliahilig can be measured—-and, in

fact, must be mensured and reporied to the state Public Service
Commission

T 2007, South Kentucky's system-wide “average customer
reliahiliny” was 99.957 percent, an extraordinary record for a
rural clectric system. The number mcam that, over the whole
06,000-member system, the average member had power 99,957
percent of the time. Some never Tost their power, while others
did for various pumd . Any way you look at it, though, 99.9
percent relinhiliey is an accomplishment.

That said, pLUPI\_ nowadays have a more demanding standard
of reliahility.

“Reliability has taken on a different meaning with modern
homes and the equipment people have,”
Esccutive Officer Allen Anderson. “1t used to he thar a hlink
in the lights didn't macrer. Bur now, i you hove computers with
data that could he lost, clocks that have to be re-set, appliances
that need 1o be re-programmed, a minor blink can lead to very
annoying inconveniences. And while we are proud of the 99.9
percent reliabiling, we still want to continue improving in this
arca.”

Sowhike aceual ourages are becoming less frequent (and short-
or when thev occur), SKRECC has more to do to achieve thc
kind of reliabifiey the co-op expects and its members deserve

One way this is accomplished is right-of-way mamtumnu In
2007, South Kentucky ye-cleared 700 miles of ROW, did spot-
trimming at 1,374 locations, treated 1,160 cumulative acres
with herhicide (where permicred), and lmsh«hnggm} another 200
acres to remove threats of overgrowth for several years, The co-
op tries m stay on a seven-year eycle, meaning that all sections
of right-of-way arc revisited every seven years,

Another way o improve reliahility is 1o properly install and
maintain Al line equipment, making cerrain that the cquipment
can properly perform the task it was designed to do through oll
weather conditions, An example of this is 1,100 lighening arres-

says SKRECC Chief
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ors that SKRECC chaneed out in 2007 that were
ina properly, They were found to be o onse of
problems that were occoring,

Meoanwhile, SKRECC s «A..mnmm its newly acquired elee-
tric system in Monteclo. The goal is 10 become thoroughly
nc\;\mintul with the Monticelo system and €6 fnregrate i with
the co-op's. Sofar the co-op has identified 17 5 poles to replace.
Cirywide, SKRECC plans to chomge all the clednic meters in
order o et them imu the s, N approved cyele of random
testing as the rest of the co-op's system.

South Kentucky RECO D also stirred envering the Mont:
cedfo dearic systom into il coe (‘:]\" u)l\l]'\\l(« rized n lmllll” Bk
remy that way, when crews answeraorepair caldl, theyl know L!u
profpci focation and what size ;)uk,&,. conducton and transformer
they'll ind when they ger there, The idea is to reduce the rinn
ber and duration ol owages in the ciry.

“We lmuﬂht that system tor the long haul,” says Anderson,

*and we're making significant investments w improve upon the
vood system thar was already there.”

Dot Periorn-
some ol the Rl

Building Value

It's important w any company that its customers believe the
money they p,n for service brings good value in return. Electric:
ity is still the best value, with Kentucky ranking number four in
the nation with the Towest electricity costs; however, with coses
rising, this becomes more of ,\ dm!h e, but bri inging good value
is one of South Kentucky RECC's primary unlx for mprove -
ment.

SKRECC wants to adid value 1o the service its members re-
ceive. They do this by providing help guickly, redhnical asein-
tance, financial incentives, and fricndly, clicient service o on
ahle members to get more from every electiiciey dollar spean

One example that might scem small 1o people, undl they un-
dmx((md its impact, is compact fuorescent light bulhs (CFLs).
Today's CFLs are very efficient and customer- ncndly T lw Nty
ings they provide are dramatic. By installing one compaer fluo-
rescent uf'mmpamlwk lumens to a 60-watt incandescent bulb,
a homeowner saves $13.50 a year in eleciricity; put cight or 10
around your home and vou could save $100 or more. Plus, rhey
last an average of seven years, 10 times longer than incandes-
cents, which saves money on replacement.

CFLs also aid our environment by reducing the amount of
areenhouse gases emiteed, which decreases the areenhouse ef-
fect on our world.

Inspired by former Kentucky First Lady Glenna Fletcher's
“Change A Light, Change The World” ])m”mm, SKRE ( b
heen giving CEFLs away at its annual meeting for the last five
years, 9 SKRECC has now given away 94,484 Cl'ls; it cach of
them replaced w 60wt t incimdescent bulb, co-op members by
now have saved $732,000 by reducing clectricity consumption.

Why would SKRECC win tosell i customers loss power?

There are several reasons. For one, SKRECC i 1 coapuratives;
its poal is not to make profits but to meet members’ needs, in

=)



SKRECC member suvveving team leader Wedeer West pives
v EN

hucket, which imcluded vee CFLS, 1o @ member ae the 2007
ol meeting.

cluding their need to save money. Another reason is that if peo-
ple improve the clectric etficiency of their homes and businesses,
it is ess costly for the co-op to purchase wholesale power. Peak
power-—the power provided to consumers at high-usage times-—
is thie most expensive power for the co- ap to buy. If South Ken-
pucky RECC can enconrage energy-cfficiency measures amony
its members, it can reduce peak-power purchases and help o
continue improving the environment we live in for gencrations
to come.

For more than 30 years the co-op has offered free home encer-
ay audits, sending its energy advisors out to help members iden-
tify ways they can use less electricity without sucriﬁcing comfort.
“Tune-Up" is a weatherization progiam particulwly geared o
heat pumps; SKRECC has “tuned-up” some 1,400 homes, saving
their owners about $170 a year in energy costs ($238 ,OOO wotal
savings since the program was instituted). “Button-Up" rargets
problems like air mi leration, which causes heating and cooling
units to run more often. Co-op energy advisors have helped 1 1,700
members to reduce air infiloration, and in some cases thg co-Op
helps pay for the improvements. SKRECC has saved members
some $300,000 with this program.

Mare programs like this are coming. In 2008, South Kentucky
RECC expects to roll out Direct Load Control (DLC), a volun-
tary program already in use by some clectric co-ops. Participating

4
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merbers would sliow the co-op 1o inseall coneol mochanisime

on water heaters and/or air conditioning systems. By regula

these systems for shore periods of tme, the co-op conld sign

cantly reduce s ‘peak power consumption, without people 110-

ticing any loss of comfort in their bomes. efomboers woulid conn
some financial benefit for participaring,

Another program heing considered Read
(RTP), which would he similn, except mombers would retnin
totl control over their wnge. They would e charped diffcrens
rates for power al different times of duy, prosiding an ineentive
o ot back o thelr wsage during contly peal bow, This pro-
pr s stillin the planming stages and will a il
project in the heginning t industrics,

Odbvionsly the corop cant nake people tilee ndeaniape of
these benelicial services, bur those who do will find diat thel
energy dollars can be nunaged more elliciendy, oy well @ the
positive impact they will have on the environment.

Time Priving
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Building Relationships

South Kentucky RECC is known as a community-minded
company whose employees participate actively in their com-
munities. Parades, charity events, youth sports—vyou'll almost
always find SKRECC present in some way, Co-op personnel
serve on school boards and local developmery associarions; they
volunteer for (and contribute financially v} charicable organi-
zarions like the United Way and the March of Dimes. And in
Pulaski County, Anderson happens to he the sitting president of
the Chamber of Commerce.

Anderson belicves that in difficult cconomic times, such pur-
ticipation and involvement by the company, its employecs, and
board members is critical.

“It scems like when resources aren’t as availalle ns usual,
that's when people tend (o work against each other” Anderson
observes. “Our goal s to build positive, productive velationships
We get to know the mayors of the rowns we serve, and the county
judges. It's tough times like these that really show how much we
all need eac h other, in order to work our way toward recovery.”

What's in it for South Kentucky RECC?

Interactions with community leaders, volunteers, and othae
citizens reveal what people’s concerns are. *You start thinking
about how South Kentucky can make a difference and also im-
prove jeselt and its communities,” Anderson explains. “Tt helps
drive our thought process as to what we need to be doing differ-
ently.”

(7nc of the relationships particularly important right now is Lh(‘
co-op's relationship \\nh th people of Monric ello. SKRECC's
purchase of the municipal utilicy was a friendly acquisition, hup«
ported hy the city council, and approved by the citizens in o vore
last November.

“We're not new to these people,” Anderson explains, “bur we
are having to work through some difficoltics that can be expect-
ed with a change of ownership. Our goal is to develop o frosting,
caring, (m«] long relarionship with those residents, and that s
what we're working to do. We want to he goad listeners, and
take people’s feedback in a positive way and make this chi wge
\\m]l\l for everyone in a positive way. That's our mission in Mon-
tice

Building for the Future

South Kentucky RECC has a duty to build for the future, pre-
paring to serve tomorrow's membership and the communities
where SKRECC has operated for 70 years. Among these needs is
a telephone-answering system capable of handling the demands
of an ever-growing membership, particularly when emergencices
occur and thousands of members are withour power.

To meet this challenge SKRECC has contracred with the Co-
operative Response Center, whose offices in Tennessce are con-
nected to SKRECCs computerized outage -management systens.
CRC takes calls during emergencies when the co-op's phone
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development specinlist. Garland has been working with com-
munity and business feaders o acerace new industrics o e
SKRECC arca. In addition to his many yeors of expericnce and
knowledge of tunding sources, South Kentncky RE (GO, as ot
rower of USDA funding ¢ hmuqh the {edueral Rural Thilivies Ser
vice, has access to R[DL 3 (l\m al Economic Dievelopment Loon
and Grant) progrom funds. The co-op can serve as o conduit,
funneling these loans and grants e companices and development
organizations for specific, approved projects

I 2007, these efforts vencrated approsal oF sorme $3.3 million
in REDLG fundding. I the projects conie to frndton, they could
create more than 500 focal johs.

There aren't many cleceric utilities with o commumity ceo
nomic-development arme But South Kentucky RECC koo
that its successes are ticd ro the mowth ad prospericy of i
members i the region as v whole

“Building for the Furure” actually means building the funee. In
2007, the co-op proved that it's serious about creating o D
of promise for all of south-central Kentucky.

lines are vverwhelmed, But as the co-op mmmnu to grow, these

pesetrees e nor enough. The co-op has abways prided xtu(_l.ﬂ)n
providing personal Lclcphxmc service, but the addidon of some
auromation is very likely in South Kenrtucky RECC's future.

SKRECC needs to he capable of mndling a very large volume
of calls. Tr will take a combination of all these new technologices
o he able ro accomplish this. We want to retain the personal
touch while injecring enongh automarion to meet the demands
ot our menhers at crivical times,

Another luture peed that s hecoming obviows and immediate
is for trained wiliey personmel. The co-op expects to Tose aronnd
10 p( ople a year (o retirement for several years to come, Wich a
staff of 167, it would only rake about eighr years for SKRECC o
tose balt ies workforee.

The problem is particularly acute with regard to line workers.
Uriliy line work reguires a breadch of knowledge and skills—-
nnderstanding the principles of eleciricity, knm\mgr how the
regional gridh operates, apeating bucket and Jdigeer equipment,
mantadly climbing power poles, working around transformers,
tises, amd other equipment - and performing these jobs safely. o o ) .
Ity five o seven venrs o turn o motivated and intelligent Wk is under way on Coin Road in eastern Pulaski County on

worker into o skilled lineman. Furthermore, clectric utilities, the new Regional High Growth 'B"aining Center. Roberts
phom and cable companies, and contrac mn are all in competi- — Construction has been awarded the bid on the project. Below: is

ton for a limited pool of trained personnel. The problem will
hecome more aciice as veteran line workers retire.

South Kentucky RECC has taken a leadership role in address-
ing this problem, not just for itself but for all the varied utlicy
companics in the region. SKRECC has heen working with all
Kentucky co-ops and other utilities, Somerset Community Col-
lege, the Pulaski County Development Association, and other
state and federal groups to create the “Regional High Growth
Training Center"—a linemen-training school with a full cur-
riculum of course work and an outdoors program to train young
workers in a carcer that is in high demand.

This is no pipe dream. In 700/, SKRECC led fund-raising ef-
forts that netted some $2.5 million to finance construction of the
school on cight acres in Pulaski County. The project went out to
bid i March 2008, and the facility could be operational before
1h( end of this year

“This was a matter o e ognizing o need and doing something
about it,” says Anderson. \\/cu, building for the future and con-
trolling our own destiny. We're also hclpm,g to provide good jobs
in our area.”

Finally, Sourh Kenrucky RECC is helping communities build
their own futures.

I 2002 the co-op contracted Bennie Garland, an economic-

the architecturalfengineering vendering of the completed fuciliry.
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2007 Staterent of Earnings

Our Mission:

Operating REVENUE .o..vv.eveveceervrnericrecisnrrnnennsssnnecseeennennenne$ 100,707,556
South Kentucky RECC Cost of Electric Service
. Cost of Electricity Purchased From East Kentucky Power.....$72,907,681
was formed for people ’
f . f . P p ’ Cost of Operating the Distribution System ..o $16,325,333
not pTOﬁt' Its mission is to Depreciation EXPEnse ........cocurrieveonmennnnscenessnnensineceennend 4,742,212
T@lidbl}’ procuide Interest Expense on Loans ... $ 5,231,781
lectricit d related Public Service Commission ASSESSTNENT .....cvvrrvecrrivereirsiennnnans $ 95,498
€ e.c Tict }’ ana rewate OUher EXPENSES cvureerrmraceerseervceramneorstesessranssiessnssssnanssesissass -5 63,262
services to s mEﬂleTS at
. ‘s : Total Cost of Electric SEIVICE w.ovuvriricrierieeensnnresesreicesrneionesessnneene 939,365,767
a competitive price, and 303,
. b b o 1 Gross Margins from Electric Service oo $ 1,341,789
improve the quahty Of llf@ NOn-OPerating TNCOME. . vt anss st nensanea $261,213
in its communities.
Net Margins (Deficit) covomeicemirimeniimess s $ 1,603,002

Balance Sheet As of December 31, 2007
Qur Vision: ases

South Kentucky RECC’s Total Poles, Wires, and Other Equipment...ccoeeereonsimreeenn. $ 176,572,333
. Less Accumulated Depreciation .o eercensimcennismvcssenens ($33,821,717)
gOCll is to become a Net Value of Poles, Wires, and Other Equipment.......ccoooveeiriiienenns $142,750,616
cornerstone O][ ALL Of Investments in Associated Organizations ... e $22,251,839
. IS O T3 WUTU USSR U OO O U U U U PO U UR OO TUOUP PO TOTOR $1,353,103
our co.mmumtzes., to be Accounts and Notes Receivable from Members...oooovvincnnninn $12,923,545
TeCOg‘mZ@d as an ZﬂdMStTy Material in JNVEROTY . coorenrrreerorersseereensesrermnaesenss e snes seeeressenssssaers s s s nes $1,954,831
leade'r n Sefrluice’ Prepaid EXPENSES ...ooiiimiiiii ittt $440,158
. i d ODET ASSELS crvevsrerereeveereesssresseeeenesassssesssssnssnsmsinsnssiosssraasess coesennaessonsnessessanens O 34,806
professionalism, an TOTA] ASSEES crrcverveerresseessressseeres e soesesssees s $182,308,958

competitiveness; and to
be the energy pTO‘UidET Of Liabilities and Members’ Equity:

. Lo . CONSUMET DEPOSIS 1ovvovorarsererrrrareieresiemcrranserissonnseassssarssassssssas sesnssassssseesins $911,334
choice within our service Members and Other EQUItIes .......vovverrreeeceeinorieiciisneies s $49,003,974
boundaries. LongTerm Notes Payable. ..o i $106,988,410

Notes and Accounts Payable Owed to Vendors ....occvrvieicnierionennn. $16,599,701

Orther Liabilities ..o ooooriereiiiereereceemoscesasasessrensesae e soene [RURUOTRUOOUPRUOTt $8,805,539

Total Liabilities and Members' EqUity .ccovcereneeeencremceirire s $182,308,958

MAJOR COSTS REVENUE SOURCES
Interest: 5.27%

Depreciation: 4.771%
s Taxes: 0.1%
Other Expenses: 0.06%

X Wholesale Power: 73.37%

Others: 2.69%
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2007 Statement of Earnings
Our Mission:

Operating REVEIIUE . ..c.overeeertierr ittt neeinene e sa s em e anenennese e $100,707,556
South Kentucky RECC Cost of Electric Service
Cost of Electricity Purchased From East Kentucky Power.....$72,907,681
was fotrmed fOT p_eop,le’ Cost of Operating the Distribution System ..o ooecriivcincnn. $16,325,333
not pTOﬁt' Its mission is to Depreciation EXPEnse .......coovcccvimicniioieimmreecrnionicreesaiseccns $ 4,742,212
reliably p'rovide Interest Expense on LOans......covorcorrccecmensaccioeniscracs $ 5,231,781
lectricit d related Public Service Commission ASSeSSIMENt .........ccoveerrivveeererenrene. $ 95,498
elecricity ana relate OthEr EXPEIISES ervroerrs s erereeeseeosoreseeereesereereeesereeeeeeere e $ 63,262
services to its members at
. : Total Cost of Electric SErvice .oooovovmimiriieieeis e eaenoe, e $99,365,767
,a competitive pr%ce, an.d Gross Margins from Electric SErvice ..vovoiecimiirinrinieerconee v $ 1,341,789
improve the qualzty Of hf e Non-Operating Income. ..o oo $261,213
in its communities.
Net Margins (Deficit) ..o oo $ 1,603,002
Balance Sheet As of December 31, 2007
Our Vision: s
South Kentucky RECC’s Total Poles, Wires, and Other Equipment......cc.cooeveverinesiiveeann. $176,572,333
. Less Accumulated Depreciation ......occocvveroiirecnerene e, ($33,821,717)
goal is to become a Net Value of Poles, Wires, and Other Equipment.......c.ccccocooenivnnn. $142,750,616
cornerstone Of ALL Of Investments in Associated Organizations.....oooeevrcnenerereremccoriieenns $22,251,839
S S et et $1,353,103
our cc')mmumtzes‘, to be Accounts and Notes Receivable from Members.....cooveeeeno et $12,923,545
recognized as an NduStTY  Material in IVeRtOTy oo oo $1,954,831
leade*f n Service, Prepaid EXpenses ..o ivecnerionienmenviceeicnnesa e e e ae e $440,158
, . O ET ASSEES v et ettt e et e e st e e e bt e e ea s $634,866
professionalism, and TORAL ASSELS -ttt et et $182,308,958
competitiveness; and to
: Liabilities and Members' Equity:
be t_he en?Tgy pTO‘Uld@T.Of ConsUMET DEPOSIES rvvrvetirairr i cre vt eesisscceemerieasneass st acamaaasenacanasns $911,334
choice within our service  Members and Other EQUILES . e $49,003,974
boundaries. LongTerm Notes Payable ..o, $106,988,410
Notes and Accounts Payable Owed to Vendors ..o . $16,599,701
Other LIabilithes oo ioviveiie ittt ves e $8,805,539
Total Liabilities and Members’ Equity $182,308,958

MAJOR COSTS REVENUE SOURCES

Interest: 5.27%

Opcmtiovnw Depreciation: 4.77%
16.43%
Taxes: 0.1%

Other Expenses: 0.06% Residential Members: 68.18%

Wholesale Power: 73.37% .
Commercial

Members:

Others: 2.69%




8 Statement of Earnings
O ur M tssiton: Operating Revenue vereerereseinssnnnenennnens $ 110,879,487
South K@ﬂluCk}’ RECC Cost of Electric Service
1 Cost of Electricity Purchased From East Kentucky Power-.....$87,103,118
rmed fOT pCOl)lC, Cost of Operating the Distribution System ...o.oeveveveverenneione.... $17,516,417
not pmfzt. Its mission is to Depreciation EXpense.....cvvieerieverevnneneenissnrsivervssssneennsnnd 9,158,391

. : Interest Expense on Loans. ...t . 5,820,569 .
leably pmwde Public Service Commission Assessmer RIS 500102,734 ¢

_ EZGCtTiCity and related Other EXpenses. ..ot isinnssssisnsssrasisioseod - 109,290
services to its members at ‘ S L :

v Lo Total Cost of Electric Setvice ...
a competitive price, and ; i

Gross Margins from Electric. Service ...

improve the quality of life . NonOperating Income. ...
in its communities. .

Wholesale Powe

Oxhers: 2 69%







@ COMMONWEALTH OF KENTUCKY Ehb ks .
DEPARTMENT OF REVENUE
OFFICE OF PROPERTY VALUATION F=
PUBLIC SERVICE SECTION
501 High Street, 4th Floor, Station 32
Frankfort, KY 40620
Phone (502) 564-8175 Fax (502) 564-8192

CERTIFICATION OF PROPERTY ASSESSMENT

TAX YEAR 2008
SOUTH KENTUCKY RECC GNC: 005830
JEFF GREER : TYPE CO: RECC
PO BOX 910 TAX TYPE: 035
SOMERSET, KY 42502-0910 TAX ID:

PRINT DATE: 09/03/2008

The Department of Revenue certifies this assessment to the County Clerk in accordance with KRS136.180. This
assessment is subject to all tax levies as explained below.

Original Certification Date: 9/3/2008

TAXING REAL TANGIBLE TOTAL
JURISDICTION ESTATE PERSONAL ASSESSMENT
PULASKI
COUNTY
GENERAL 2,855,804.00 37,867,209.00 40,723,013.00
SCHOOL
PULASKI COUNTY GENERAL - - 1,001,145.00 32,509,243.00 33,510,388.00
SCIENCE HILL INDEPENDENT GENERAL 0.00 139,250.00 139,250.00
SOMERSET INDEPENDENT GENERAL 1,854,659.00 5,218,716.00 7,073,375.00
ciTy :

SCIENCE HILL 000 :  139,250.00 13925000

SOMERSET - 1,854,659.00 - 5,218,716.00




Allen Anderson
Chief Executive Officer
South Kentucky
Rural Electric
Cooperative Corporation
PO Box 910
Somerset, Kentucky

COMPLETE APPRAISAL
SUMMARY REPORT

Childers Financial
Services, Inc.

205 Parkers Mill Road
Somerset, Kentucky

Phone: 606/678-4956
Fax: 606/679-8742
E-Mail
mark_vaught@charter.net

The following is a

Summary Report
of a
Complete Appraisal
of
S KY RECC Somerset Offices
925-929 N Main Street
Somerset, Kentucky
as of the
3rd of September 2004
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Appraisal Summary

Subject Address:.............. 925-929 N Main Street
City:.ooo Somertset
County:................oooii Pulaski
State:..................o Kentucky
ZipCode:........................ 42503

Cost Approach Value:..... .................. Not Utilized
Income Approach Value:. .................... Not Utilized
Sales Comparison Approach Value:. .....$ 1,500,000
Client:.................... South Kentucky RECC
Contact:................... Allen Anderson
Appraiser:..................... Mark H. Vaught
Date of Appraised Value:. .. 3 September 2004

Final Estimate of Value:..$ 1,500,000
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Childers’ Financial Services, Inc.

205 Parkers Mill Road
Somerset, Kentucky 42501

Telephone 606/678-4956
Fax 606/679-8742
E-mail mhvaught@aol.com

9 September 2004
Mr. Allen Anderson
Chief Executive Officer
South Kentucky Rural Electric Cooperative Corporation
925-929 N Main Street
PO Box 910
Somerset, KY 42502

RE:  South Kentucky RECC Offices — Somerset
925-929 N Main Street
Somerset, Kentucky 42503

Dear Allen:

In accordance with your request, I have personally visited the above referenced property
on the 3 of September 2004. The purpose of the site visit was to appraise the property in order
to estimate the fair market value of the subject property as of the 3¢ of September 2004.

Based upon the examination and study made, I have formed the opinion that the fair
matket value of the subject property as of the 3% of September 2004 is:

One Million Five Hundred Thousand Dollars
($1,500,000)

The following report represents, in detail, the appraisal and analysis of the data along
with other materials upon which the estimate of value 1s predicated.

Respectfully submitted,
l 1 (}fl‘;(‘ 9 }/mﬂ// -
Malk H Vaught +

General Real Property
Appraiser # 2271

Childers’ Financial Services, Ine. 1
Complete Appraisal-S ummary Report
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Appraisal Report

I. Subject Property: The subject property is an
improved tract of land containing
9.75 acres at the mntersection of
University Drive and North Main
Street. The site is within the
southwest quadrant of the
intersection.

ii. Improvements: Subject site 1s improved with
eight buildings and two single-
family residences. The
residences are not included in
the valuation process.

Building No. One 1s a 21,597
square foot brick office building;
Building No. Two 1s an 18,650
square foot warehouse with a
170" x 50" attached

loading dock; Building No.
Three is a 1946 square foot
block building with a 31' x 31'
loading dock; Building No. Four
is a 788 square foot 3-bay
garage;

Building No. Five is 2 2,952
square foot eight bay garage;
Building No. Six/Seven is an
11,200 square foot nine bay
garage with a 60 x 40
maintenance garage. Building
No. Eight is a 5,600 square foot
twelve-bay open sided garage.
The site has had extensive
grading to facilitate drainage.
Approximately 4.0 acres is
asphalted and the remainder is
graveled. 90% of the site 1s

under fence.

Childers’ Financial Services, Inc. 2
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if. Cost Approach:

iv. Income Approach:
V. Sales Comparison Approach:
vi. Final Estimate of Value:

vii.  Date of Appraisal:
Effective Date of Appraisal:

viii.  Type of Appraisal:
Type of Report:

ix. Intended Use:

X. Intended User:

Shibit ds
Not Utilized S-87

Not Utlized

$1,685,000

$1,500,000

3 September 2004
3 September 2004

Complete Appraisal
Summary Appraisal Format

To determine the market value of
the present improvements.

Allen Anderson

Chief Executive Officer

And members of the

Boatd of Directors of

South Kentucky RECC

are the intended users specified in
the report, along with any state ot
federally instrumentality so entitled.

Childers’ Financial Services, Inc.
Complete Appratsal-Summary Report



®i, Appraiser(s):

Mark H. Vaught
Appraiser
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Property Rights Appraisea

The property rights herein appraised are fee simple. Fee simple ownership 1s defined as
the best and highest level of ownership in real property, while fee simple ownership is the
highest degree of ownership it does not guarantee the unrestricted exercise of the bundle of
right associated with real property ownership.

The subject propetty is appraised assuming it to be free and clear with no
encumbrances, encroachments, or restriction violations affecting the property. The subject is in
an atea which is presently not zoned. The subject and 4 adjoining properties are surtounded by
the City of Somerset. The area is zoned commercial, residential and light industrial. The subject

complements the existing businesses. There is a special use properties (school, YMCA) in the

neighborhood as well

Childers’ Financial Services, Inc. 3
Complete Appraisal-Snmmary Report
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Scope of Appraisas

The scope of this appraisal will be to estimate the market value in an "as is " condition
as of the date of site visit, the 319 of September 2004.
To reach this valuation, the scope includes the following.

1. A site visit of the property. We/I do not watrant the structural integtity of existing
structure(s), but unless otherwise noted, it is assumed to be of sound construction with
all mechanical, plumbing and electrical systems in good working order. It is assumed
that all proposed structure(s) will be constructed in a manner to pass all necessary

building codes.

2. A search of the public record relative to the subject. This search encompasses, among
other things, tax and assessment information, easement(s), both private as well as public,
deed restrictions, zoning, conditional uses, variances, history of the property, etc.

3. A summary of neighborhood and regional area characteristics.

4. Analysis of physically possible uses, legally permissible uses, and all feasible uses in otder
to estimate the highest and best use of the subject property.

5. Research of public record for comparable sales and listings. Telephone verification,
where possible, of all sales and listing with the buyer, seller or their representatives.
Comparison of the comparable properties to the subject with consideration of such
differences as legal encumbrances, financing terms, conditions of sale, market
conditions, location, physical characteristics, availability of utilities, zoning and highest
and best use.

6. The three recognized approaches to value, Cost, Sales Comparison and Income, will be
developed unless sufficient supporting data is not available or the nature of this
assignment precluded application of any approach.

7. The preparation of a natrative appraisal report in compliance with the Uniform
Standards of Professional Appraisal Practice adopted by the Appraisal Standards Board
of the Appraisal Foundation. The appraiser has met the competency provision as
required by USPAP and is capable of completing the appraisal assignment competently.

Childers’ Financial Services, Inc. 6
Complete Appraisal-S ummary Report



Shoikb
757
Purpose of the Appraisal & Definition of Market Value

The purpose of this appraisal is to estimate the market value of the subject property for
present improvements, for Allen Anderson, CEO, South Kentucky RECC as of the 3¢ day of
September 2004. (This appraisal 1s completed following the guidelines of the Uniform
Standatds of Professional Appraisal Practice) For the purpose of this report, market value is
defined as the most probable price, which a property should bring in a competitive and open
market under all conditions requisite to a fair sale, the buyer and seller, each acting prudently,
knowledgeably, and assuming the price is not affected by undue stimulus.

Implicit in the definition of market value is the consummation of a sale as of a specified
date and the passing of title from seller to buyer under conditions whereby:

1. Buyer and seller are typically motivated.

2. Both parties are well informed or well advised , and each acting in what he
considers his own best interest.

3. A reasonable time is allowed for exposure in the open market.

4. Payment 1s made in terms of U.S. dollars or in terms of financial arrangements
comparable thereto.

5. The price represents the normal consideration for the property sold unaffected
by special or creative financing or sales concessions* granted by anyone
associated with the sale.

*Adjustments to the comparable sales must be made for special or
creative financing or sales concessions. No adjustments are necessary for those
costs which are normally paid by sellers as a result of tradition ot law in a
market area; these costs are readily identifiable since the seller pays these costs
in virtually all sales transactions. Special or creative financing adjustments can
be made to the comparable property by comparisons to financing terms
offered lay a third party institutional lender that is not already involved in the
property or transaction. Any adjustment should not be calculated on a
mechanical dollar for dollar cost of the financing ot concession, but the dollar
amount of any adjustment should approximate the market's reaction to the
financing or concessions based on the appraiser's judgment.

Childers’ Financial Services, Inc. 7
Complete Appraisal-Swmmary Report
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Statement of Limiting Conditions

Contingent And Limiting Conditions: The appraiser's certification that appears in the
appraisal report is subject to the following conditions:

e The appraiser will not be responsible for matters of a legal nature that affect either the
property being appraised or the title to it. The appraiser assumes that the title is good and
marketable and, therefore, will not render any opinions about the title. The property is
appraised on the basis of it being under responsible ownership.

e The appraiser has examined the available flood maps that are provided by the Federal
Emergency Management Agency (or other data sources) and has noted in the appraisal report
whether the subject site is located in an identified Special Flood Hazard Area. The map can be
found in the Site Analysis Chapter. Because the appraiser is not a surveyor, he or she
makes no guarantees, expressed or implied, regarding this determination.

e The appraiser will not give testimony or appear in court because he made an appraisal
of the property in question, unless specific arrangements to do so have been made beforehand.

e The appraiser has estimated the value of the land in the cost approach at its highest and
best use and the improvements at their contributory value. These separate valuations of the
land and improvements must not be used in conjunction with any other appraisal and are
mvalid if they are so used.

e The appraiser has noted in the appraisal report any adverse conditions (such as, needed
repairs, depreciation, the presence of hazardous wastes, toxic substances, etc.) observed during
the site visit of the subject property or that he or she became aware of during the normal
research involved in performing the appraisal. Unless otherwise stated in the appraisal report,
the appraiser has no knowledge of any hidden or unapparent conditions of the property or
adverse environmental conditions (including the presence of hazardous wastes, toxic
substances, etc.) that would make the property more or less valuable, and has assumed that
there are no such conditions and makes no guarantees or warranties, expressed ot implied,
regarding the condition of the property. The appraiser will not be responsible for any such
conditions that do exist or for any engineering or testing that might be required to discover
whether such conditions exist. Because the appraiser is not an expert in the field of
environmental hazards, the appraisal report must not be considered as an
environmental assessment of the property. The appraisal is made under the
assumption that there is no environmental contamination as of date of site visit.

® The appraiser obtained the information, estimates, and opinions that were expressed
the appraisal report from sources that he considers to be reliable and believes them to be true
and correct. The appraiser does not assume responsibility for the accuracy of such items that
were furnished by other parties.

e The appraiser will not disclose the contents of the appraisal report except as provided for
in the Uniform Standards of Professional Appraisal Practice.

Childers’ Financial Services, Inc. 8
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o The appraiser has based his appraisal report and valuation conclusion for an appraisal I -87
that is subject to satisfactory completion, repairs, or alterations on the assumption that
completion of the improvements will be performed in a workmanlike manner.

o The appraiser must provide his prior written consent before the lender/client specified

in the appraisal report can distribute the appraisal report (including conclusions about the
property value, the appraiset's identity and professional designations, and references to any
professional appraisal organizations or the firm with which the appraiser is associated) to
anyone other than the borrower; the mortgagee or its successors and assigns; the mortgage
insurer; consultants; professional appraisal organizations; any state or federally approved
financial institution; or any department, agency, or instrumentality of the United States or any
state or the District of Columbia; except that the lender/client may distribute the property
description section of the report only to data collection or reporting service(s) without having
to obtain the appraiser's prior written consent. The appraiser's written consent and approval
must also be obtained before the appraisal can be conveyed by anyone to the public through
advertising, public relations, news, sales, or other media.

Childers’ Financial Services, Tnc. 9
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Appraiser’s Certification

Appraiser's Certification: As required by Standards Rule 2-3
The Appraiser certifies and agrees that:

e I have taken into consideration the factors that have an impact on value in my
development of the estimate of market value in the appraisal report. I have not knowingly
withheld any significant information from the appraisal report and I believe, to the best of my
knowledge, that all statements and information in the appraisal report ate true and correct.

o Istated, in the appraisal report, only my own personal, impartial, unbiased, and
professional analysis, opinions, and conclusions, which ate subject only to the contingent and
limiting conditions specified in this form.

e I have no present or prospective interest in the property that is the subject of this report,
and I have no present or prospective personal interest or bias with respect to the participants
in the transaction. I did not base, either partially or completely, my analysis and/or the
estimate of market value in the appraisal report on the race, color, religion, sex, handicap,
familial status, or national origin of either the prospective owners of the subject property or of
the present owners or occupants of the properties in the vicinity of the Subject property.

e I have no present or contemplated future interest in the subject property, and neither my
cutrent or future employment nor my compensation for performing this appraisal is
contingent on the appraised value of the property.

e I was not required to report a predetermined value or direction in value that favors the
cause of the client or any related party, the amount of the value estimate, the attainment of a
specific result, or the occurrence of a subsequent event in order to receive my compensation
and/or employment for performing the appraisal. I did not base the appraisal report on a
requested minimum valuation, a specific valuation, or the need to approve a specific mortgage
loan.

e I performed this appraisal in conformity with the Uniform Standards of Professional
Appraisal Practice that were adopted and promulgated by the Appraisal Standards Board of
The Appraisal Foundation and that were in place as of the effective date of this appraisal, with
the exception of the departure provision of those Standards, which does not apply. I
acknowledge that an estimate of a reasonable time for exposure in the open market is a
condition in the definition of market value and the estimate I developed is consistent with the
marketing times of commercial properties in the Market Area.

e I have personally inspected the interior and exterior areas of the subject property and the
exterior of all properties listed as comparable sales in the appraisal report. I further certify that
I have noted any apparent or known adverse conditions in the subject improvements, on the
subject site, or on any site within the immediate vicinity of the subject property of which I am
aware and have made adjustments for these adverse conditions in my analysis of the property
value to the extent that I had market evidence to support them. I have also commented about
the effect of the adverse conditions on the marketability of the subject property.

Childers’ Financial Services, Inc. 10
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I personally prepared all conclusions and opinions about the real estate that were set forth
in the appraisal report. If I relied on significant professional assistance from any individual or
individuals in the performance of the appraisal or the preparation of the appraisal repott, 1
have named such individuals and disclosed the specific tasks performed by them in the
reconciliation section of this appraisal report. 1 certify that any individual so named is
qualified to perform the tasks. I have not authorized anyone to make a change to any item in
the report; therefore, if an unauthorized change 1s made to the appraisal report, I will take no
responsibility for it.

e I have no bias with respect to the property that is subject of this report or to the parties
involved with this assignment.

Competency

o In accepting the assignment, I believe: (1) That I have the necessary appraisal experience
to petform the assignment in compliance with USPAP regulations. (2) That I am familiar with
the neighborhood, region enough to perform this assignment. (3) That Childers Financial
Services research has amassed sufficient information in Somerset-Pulaski County and South
Central Kentucky-that has been verified and analyzed-to produce sales comparable or similar
enough to determine a value for the subject property through the sales comparison approach,
and (4) enough information has been gathered from local and national resoutces to determine
a value through the cost approach.

Appraiser:

Signature: }U% L){f\f\ A Jik?,_,,

Mark H. Vaugﬁt ‘

Date Signed: CO-09- 64

State License #: 2271
State: KY
Expitation Date of Certification or License:6/30/05

Childers’ Financial Services, Inc. 11
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Owner:

Property Postal Address:

Person Contacted:

Date of Contact:

Sales History:
(Three Year Minimum)

Identification of Property

Sy
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South Kentucky Rural Electric
Cooperative Corporation

925 North Main Street
Somerset, KY 42501

Mz. Allen Anderson

Various dates since 1 June 2004

The appraised property is
composed of ten tracts. Two
tracts are improved with single
family residences and are

not included in the appraisal.

Tract No. One

Deed Book 163 Page 195

This tract was conveyed to
South Kentucky Rural Electric
Co-operative Corporation by
Maria Elliot Adkins & B. L.
Adkins, her husband on 27
December 1948 and of record in
Deed Book 163 Page 195.

Being a part of the same
property conveyed to Maria
Elliot Adkins and Nannie
Groley et al by will and of

Childers’ Financial Services, Inc.
Complete Appraisal-Summary Report
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record in Will Book 9 Page 403
Nannie Groley et al conveyed
their mterest to Maria Elliot
Adkins et al by deed dated 27
February 1947 and of record in
Deed Book 152 Page 25.

Tract No. Two

Deed Book 290 Page 411

This tract was conveyed to
South Kentucky Rural Electric
Cooperative Corporation by
Welbie Bray & Nettie Bray, his
wife on the 8™ of April 1969 and
of record in Deed Book 290
Page 411

Being a part of the same
property conveyed to Welbie &
Nettie Bray by deed dated 31

July 1952 and of record in Deed

Book 185 Page 576.

Tract No. Three

Deed Book 299 Page 343
This tract was conveyed to
South Kentucky Rural Electric
Co-operative Corporation by
Barnett Eldridge & Mafre
Eldridge, his wife and Clarence
Vaught & Louise Vaught, his
wife on 28 February 1970 and of
record in Deed Book 299 Page
343,

Being a part of the same
property conveyed to Barnett
Eldridge & Mafre Eldridge and
Clarence Vaught & Louise
Vaught by deed dated 30 August
1968 and of record in Deed
Book 285 Page 527.

Tract No. Four

Deed-Book 329 Page 088
This tract was conveyed to
South Kentucky Rural Electric
Cooperative Corporation by
Horace A. Withers & Georgia

Childers’ Financial Services, Inc.
Complete Appraisal-S nmmary Report
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Withers, his wife on 25 January 16~37

1972 and of record in Deed
Book 329 Page 088.

Being the same property
conveyed to Horace A. Withers
& Georgia Withers, by deed
dated 5 May 1954 and of record
in Deed Book 193 Page 353 and
by deed dated 2 September 1955
and of record in Deed Book 201
Page 125 and by deed dated 7
August 1958 and of record in
Deed Book 218 Page 412.

Tract No. Five

Deed Book 387 Page 404

This tract was conveyed to
South Kentucky Rural Electric
Cooperative Corporation by
Gerald & Bonnie Phelps, his
wife on 13 October 1978 and of
record in Deed Book 387 Page
404,

This being the same property
conveyed to Gerald & Bonnie
Phelps by deed dated 24 May
1965 and of record in Deed
Book 263 Page 006.

Tract No. Six

(Improved with Single-Family
Residence)

Deed Book 388 Page 145

This tract was conveyed to
South Kentucky Rural Electric
Cooperative Corporation by
Larry Ross Martin & Katharyn
Martin, his wife on 1 November
1978 and of record in Deed
Book 338 Page 145

Being the same property
conveyed to Larry Ross Martin
& Katharyn Martin by deed
dated 9 April 1971 and of record
m Deed Book 323 Page 270.

Childers’ Financial Services, Inc.
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Tract No. Seven / 7-87
Deed Book 498 Page 562
This tract was conveyed to
South Kentucky Rural Electric
Cooperative Corporation by
Rupert D. Burkett & Kara B
Burkett, his wife on 4 February
1991 and of record in Deed
Book 498 Page 562

Being a part of the same
property conveyed to Rupert D.
Burkett & Kara B. Burkett by
deed dated 20 May 1962 and of
record in Deed Book 242 Page
164 and by deed dated 26 July
1977 and of record in Deed
Book 374 Page 146.

Tract No. Eight

Deed Book 299 Page 343
This tract was conveyed to
South Kentucky Rural Electric
Cooperative Corporation by
Thelma Sowder, a widow on 4
February 1991 and of record in
Deed Book 498 Page 565

Being a part of the same
property conveyed to Thelma
Sowder by deed dated 2 June
1962 and of record in Deed
Book 242 Page 232.

Tract No. Nine

(Improved with Single-Family
Residence)

Deed Book 546 Page 625

This tract was conveyed to
South Kentucky Rural Electric
Cooperative Corporation by
Norma Petteet (formerly Norma
Todd) and Harrison Childers,
Co-Executors of the Estate of
Goldia Childers, on 6 April 1994
and of record in Deed Book 546
Page 625.

Being the same property
conveyed to Harrison Childers

Childers’ Financial Services, Inc.
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Enbite
& Goldia Childers, his wife, by /557
deed dated 28 July 1962 and of
record in Deed Book 243 Page
298. Said Harrison Childers
having heretofore depazted this
life and fee title vested in Goldia
Childers by virtue of the
survivorship provisions of said
deed.
Said Goldia Childets, a widow,
having departed this life on 7
June 1992, and grantors being
Co-Executors appointed in Will
Book 30, Page 114.

Tract No. Ten

Deed Book 555 Page 304
This tract was conveyed to
South Kentucky Rural Electric
Cooperative Corporation by
Brentie O. Bray & Joyce Dean
Bray, his wife on 27 September
1994 and of record in Deed
Book 555 Page 304.

Being same property conveyed
to Brentie O. Bray & Joyce
Dean Bray by deed dated 1 July
1991 and of record in Deed
Book 551 Page 589.

All deeds and wills referenced

above are located in the Pulaski
County Court Clerk’s Office.

Assessment: Franchise
Parcel No 060-6-1-12

Zoning: B-2

Childers’ Financial Services, Inc. 16
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Neighborhood Analysis
The subject neighbothood is that area along University Drive 39 from its intexsection
with KYY 39 to Hwy. 27. The east boundary would be Pumphouse Road, and the west boundary
would be US 27. The area includes the Huffaker Addition to the City of Somerset. The majority
of properties in the area is single family residences, with some light industrial; Todd T'russ and
Ace Body Shop, Commercial;
Modern Vending, Peoples Tobacco

Warehouse, Farmers Tobacco

Warehouse, H. T. Hackney, and

Pepsi Cola Bottling Company,
special purpose properties, Pulaski
County High School, South
Kentucky RECC Headquarters,
Somerset Country Club and the
YMCA. The area also has an
apartment complex, and a
condominium complex.

The diverse mix in the area

is common for the area and does

not effect the value or marketability
of the property.

The area has no unfavorable factors. The subject is convenient to or contains schools,
shopping and employment centers.

The subject neighbothood is provided electrical power by the Kentucky Utilities, Inc.
and the city of Somerset provides the water service, public sewage and natural gas. Alltel
provides telephone and cable television is provided by Charter Communication.

There are no known or appatrent adverse conditions in the neighborhood at the present time.

Childers’ Financial Services, Inc. 17
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Site Analysis 057

The subject property is on the south side of University Drive, at its intersection with
North Main Street. The site contains 9.75 acres. The two residential tracts contain 0.693 acres,
leaving 9.057 acre in the operational complex. The tract has over 420 feet of road frontage along
North Main Street, and

over 595 feet of road

-~

frontage along University
Drive. The site is at road ==}
grade, with topography

that would be classified as ..

rolling. The site has
several entrance/exits
onto North Main Street,
and one entrance/exit

onto University Drive.

This entrance is through a subservient easement. Visibility is good, s

Street Scene

ingress and egtess onto the site are not problems. Congestion is a
problem at times. University Drive and North Main Street are publicly maintained asphalt roads.
They ate maintained by the Commonwealth of Kentucky. There are mercury vapor streetlights

along University Drive and North Main Street. North Main Street has sidewalks, concrete curbs

or gutters. Thete are no sidewalks, concrete curbs or gutters along University Drive.

Childers’ Financial Services, Inc. 18
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The legal description for Tract # 1 is as follows:

A certain tract or patcel of land lying and being on the west side of highway # 27 (now
North Main Street), north of Somerset, and m Pulaski County, Kentucky, and more
particularly desctibed as follows, to-wit

BEGINNING at a stone on the west side of US Highway # 27, Hines' corner; thence
with the highway, a northetly direction, 180 feet to another stone on the west side of
the highway, cotner to the other property of first parties; thence an angle of 99015',
with the property line of first parties, a westetly direction, 540-5 /10 feet to a post;
thence an angle of 80936, a southetly direction 150 feet, approximately parallel to U.S.
Highway # 27, to a post; thence an angle of 1020 35, an easterly direction, passing
along Roscoe Morris' line and then along Hines' line 546 feet to the beginning,

The legal description for Tract # 2 is as follows:

Patt of three certain lots or parcels of land located, lying and being in Pulaski County,
Ky., and being known as Lots 26, 27 & 28 in block "D" of the Elliot Sub-Division,
plat of which is of record in Plat Book 1 Page 59, Pulaski County Clerk's Office,
Kentucky. The land herein conveyed being the rear of back part of the above three
named lots and bounded and described as follows;

BEGINNING at an iron pipe in South Ky. R. E. C. C. line and a corner of Thelma
Sowder and Welby Bray; thence with Sowders line S 27 E 83 feet to an iron pipe;
corner of Sowder, Shelton and Bray; thence with Shelton's Line S 80°-30" W 83 feet
to an iron pipe; thence through Bray's land N 11 W 78 feet to an iron pipe in South
Ky. R. E. C. C. Line; thence with said line N 79°-30" E 62 feet to the beginning
cotnet.

The legal description for Tract # 3 is as follows:

A certain tract or parcel of land lying and being on the south side of Kentucky
Highway # 39 (now University Drive), north of Somerset, and in Pulaski County,
Kentucky, bounded and desctibed as follows:

BEGINNING at a cotner post in the right-of-way of Kentucky 39 near a right-of-way
marker 50' southward from the center of Kentucky 39 and approximately 160’
westward from the centet of Kentucky 1247; thence S 23°54'E 266.5 feet to a corner
post; S 73°07' W 362.8 feet to a 2" steel post; S 26°14' E 150.4 feet to a 2" steel post; S
76°32' W 198.9 feet to a power pole in the fence; thence leaving the fence N 14°30' W
558.8 feet to a stake in the right-of-way of Kentucky 39; thence with the right-of-way
of Kentucky 39 S 76°45' E 194.5 feet; N 88°36' E 200.1 feet; N 76°00' E 120.4 feet to
the beginning. Contains 4.28 acres as shown by plat of same attached hereto and made
a patt hereof reference.

Childers’ Financial Services, Inc. 19
Complete Appraisal-Summary Report



Shbité
The legal description for Tract # 4 is as follows: 2287

TRACT I

Certain lot or patcel of land lying and being in Pulaski County, State of Kentucky, and
being known and designated as Lots 8, 9 and 10 in Block "B" of the Elliott Sub-
division to the city of Somerset, I entucky as shown by the plat of the same recorded
m Plat Book 1 Page 59, Pulaski County Court Clerk's Office, Kentucky. There is
excepted and not included a certain portion of Lot No. 8 and the same being a strip of
land lying on south side of said lot, fronting 15 feet to Tarter Avenue and running back
through parallel lines 75 feet to said

adjoining Lot No. 7.

TRACT II:

A certain lot or parcel of land lying and being in and being in Elliott Sub-division, plat
of which is of record in Plat Book 1 Page 59, said land being in Pulaski County,
Kentucky, and said record among the records of Pulaski County, Kentucky, and herein
tract being bounded and described as follows:

BEGINNING on the north corner of No. 5 lot, in Block "B"; thence north with
Highway no. 27, 39 feet; thence northwest 109 feet to a stake; thence southeast 39 feet
to a stake; thence northeast 123 feet to the place of the beginning.

TRACT IIL:

A certain tract or parcel of land located, lying and being in Pulaski County, State of
Kentucky, in the Elliott sub-division to the City of Somerset, Kentucky and bounded
and described as follows:

BEGINNING at the south corner of Lot No. 7 on Tarter Street; thence running with
Tarter Street 47 feet 5 inches to a stake; thence in an eastern direction 75 feet to a
stake; thence in a southern direction 47 feet 5 inches to a stake in line of Lot No. 6;
thence in a western direction with line of Lot No. 6, 75 feet to the place of beginning.

The legal description for Tract # 5 is as follows:

A certain lot or parcel of ground lying and being in Pulaski County, Kentucky, and
known and designated as Lot No. 5 in Block "B" of the Elliott Subdivision to the city
of Somerset, Kentucky as shown by plat of same recorded in Plat Book 1 Page 59,
Pulaski County Coutt Clerk's Office, Kentucky. There is reserved from this, a twelve
(12) foot roadway from Highway No. 27 to the rear of Lot No. 5 along the north side
of said Lot No. 5 for the benefit and use of all property in Block "B" of the said Elliot
Subdivision
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The legal description for Tract # 6 is as follows: 3357

BEGINNING at an iron pin on the west side of Kentucky Highway No. 1247, North
20 feet 4 inches from the concrete wall of South Kentucky Rural Electric Co-
Operative Corporation's corner; thence with the highway right of way Notrth 22
degrees 30 minutes West 77 feet to an iron pin; thence with Childer's line South 74
degrees 41 minutes West 167 feet to an iron pin; thence with Reid's line south 22
degrees 50 minutes East 74 feet to an iron pin which 1s 20 feet 4 inches from the South
Kentucky RECC concrete wall; thence North 75 degrees 42 minutes East 167 feet to
the point of beginning.

The legal description for Tract # 7 is as follows:

BEGINNING at an iron pin, set this survey in the southwest line of lot 9, in an
existing fence line and corner to Thelma Sowder; thence with the fence line S 27° 57'
27" East 63.31 feet to an old fence post corner, corner to lots 7, 15 and 23; thence
with the old line of Lots 7 and 15, and an old fence line, N 80° 56' 51" I 65.46 feet to
an iron pin set this survey; thence leaving the old line and crossing lots 7, 8 and a
pottion of lot 9, N 11° 53' 35" W 55.52 feet to an iron pin set this survey, and a corner
to Sowder and Rupert Burkett; thence with the old line of Sowder and Burkett S 84°
00" 00" West 83.34 feet to the beginning, containing 0.10 acres more or less, and being
a portion of lots 7, 8 and 9 of Block "D" of the Elliot Addition to Somerset, Kentucky
as shown by Plat of the same recorded in Plat Book 1 Page 59, Pulaski County Cletk's
Office, Kentucky.

The legal desctiption for Tract # 8 is as follows:

BEGINNING at an iron pin an existing corner to RECC, in the right-of-way of Tarter
Avenue, and being at the end of said right-of-way; thence S 79°30" 00" West 217.60
feet to an existing iron pin in the RECC fence line and a corner to lot 28; thence with
the line of lot 28 and lot 12 S 27° 57' 27" East 68.03 feet to an iron pin set this survey
in an old fence line, a corner to Rupert D. Burkett; thence with Burkett's line N 84° 00'
00" East 83.34 feet to an iron pin set this survey; thence a new line N 792 30' 00" E
117.65 feet to an iron pin set this survey in the right-of-way of Tarter Avenue; thence
with the new right-of-way N 24° 34' 07" W 8.24 feet to the point of beginning,
containing 0.17 acres more or less, and being a part of lots 9, 10, 11 and 12 of Block
"D" of the Elliot Addition to Somerset, Kentucky as shown by plat of the same
recorded in Plat Book 1 Page 59, Pulaski County Court Clerk's Office, Kentucky.

The legal description for Tract # 9 is as follows:

A Certain tract of land located and being in Pulaski County, State of Kentucky, on the
west side of Highway No. 27 just north of Somerset, Kentucky, and bounded and
described as follows:

The beginning corner of this property is 145 feet from the southwest cornet of C. R.
Smith property located on the west side of Highway. 27 on the Stanford Road; thence
with the Highway No. 27, S 22 E 110 feet to a stake; thence turning an angle 84
degrees and 27 minutes to the left 164 feet to a stake; thence parallel to the first line N
22 W 105 feet to a stake; thence 164 feet to the beginning.
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The legal description for Tract # 10 is as follows: g7

Beginning at a set iron pin which said iron pin being a corner to Orville Simpson
(171/248) and said iron pin being located on the east side of Hillcrest Avenue, and
said iron pin being located N 7 deg. 58' 24" W 216.42 feet from the centerline of
Hillcrest Avenue and Elliot Street right of way; thence leaving the line of South Ky
R.E.C.C. (386/145); thence with the line of South Ky R.E.C.C. N 79 deg. 30' 00" East
156.20 feet to a set iron pin and said iron pin being a corner to South Ky. R.E.C.C
(Lot # 12); thence still wit said the line of South Ky R.E.C.C (Lots # 28, # 27, and #
26) S 12 deg. 29' 16" E 78.14 feet to an existing iron pin, corner to South Ky R.E.C.C.
(Lot # 26) and said iron pin being located in the line of Simpson; thence leaving with
the line of South Ky. R.E.C.C. and running with the line of Stmpson and old fence line
S 79 deg. 46' 28" W 132.74 feet to the point of beginning. Being the remainder of Lots
Nos 26, 27 and 28, Block "D" Elliot Subdivision, plat of record in Plat Book 1 Page
59, now Plat Cabinet A, Slide 28 side 2, Pulaski County Court Clerk's Office,
Kentucky.
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Exhibi H
Aerial Photo 2587
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Improvements 6-87
The subject site is improved with eight buildings and two single-family residences.
The Single Family Residences are not included in the appraisal process.

Building No. One is a two-story office building containing 27,618 square foot gross
building atea, 21,597 above ground and 6,021 square feet below grade. The building was built
in the early 60's and has been added on to several times with the last addition in 1992. The
building is a brick building with a concrete foundation. The floor is concrete covered with
vinyl tile, carpet and tile. The roof is of built up rubber. The walls also vary from plaster in the
older patt to drywall and paneling in the newer sections. The ceiling is an acoustic tile drop
ceiling. The windows are casement. The doors vary from section to section and are of all
makes including hollow cote and solid doors. The subject is lighted with florescent lights.

The subject is heated and cooled with heat pumps and four Geothermal ground-coupled units.
There are over sixty rooms in the building with the vast majority being offices. There are
specialty rooms also located in the building. They include dispatch rooms, vaults (three),
conference rooms and community room. There is also a sales area in the front of the building.
The building has an adequate number of restrooms to serve the occupants of the building. The
building also has an elevator in the newer section.

Building No. Two is an 18,650 square foot warehouse originally built in 1976-77, with
a major addition in 1989. The building is steel strand building with a concrete floor and footer
system. The building has solid steel doors with wire-reinforced windows. Access to the
warehouse is through a series of overhead doors. There is a large 170" x 50' loading dock. The
warehouse has two small offices each serviced by a bath.

Building No. Thtee is a 1946 square foot block building with a 31' x 31" loading dock.
The building has a concrete floot, casement windows, and solid doors. The building has a
corrugated steel roof.

Building No. Four is a 788 square foot three-bay garage. It is of block construction
with a cotrugated steel roof and concrete floor. There are no garage doors for the bays.

Building No. Five is a 2,952 square foot eight-bay garage. It is of block construction
with a corrugated steel roof and concrete floor. BEach bay has a garage door. The floor is
concrete.

Buildings No. Six/Seven is an 11,200 square foot nine-bay garage with a 60' x 40’
maintenance garage. The maintenance garage has an office and a storage area. The garage

area has gravel floors and is open on one side.
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Buildings No. Eight 1s a 5,600 square foot twelve-bay garage. It has a gravel floor, E;(bbf}" o
. . 27-87
and is open on two sides. .
In addition there are 2 single-family residences within the complex.
All buildings within the site are in an good to excellent state of repair with no
maintenance needed.

There are three underground tanks of site for the storage of petroleum and diesel.

They are the property of a third party.

The parking lot is asphalt in and around the office building, and gravel in and around the
service buildings. There is an small area that is sown grass and natural vegetation. .

The material and workmanship of the structure is of average quality.

The subiject is appraised in an "as 1s" condition as of the date of the site visit, the 3 of
] PP )

September 2004.
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Photographs of Building A8

Building No. One

Building No. Two
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Building No. Two-Loading Dock 57

Building No. Three
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Building No. Six/Seven kbt &

357
Building No. Six/Seven
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Building No. Six/Seven
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Highest & Best Use

One of the major objectives of property analysis is to develop a conclusion about the
highest and best, or most probable, use of the site and of the improved property. The
information gathered and analyzed is all oriented toward that objective. Highest and best use is
"that reasonable and probable use that supports the highest present value, as defined, as of the
effective date of the appraisal”. The highest and best use in the context of market value is the
most probable use. Both the site and the improved property have a highest and best use at any
given point in time. The highest and best use of the improved property may or may not be the
same as the highest and best use of the site.

These definitions imply that ".....the determination of highest and best use tesults from
the appraiset's judgment and analytical skill, i.e. that the use determined from analysis reptesents
an opinion, not a fact to be found."

Highest and best use must be reasonable, probable, and proximate (likely to occur soon,
if not immediately). It is not speculative or conjectural. It may or may not be the
present use of either the site or the improved property.

Highest and best use can change over time as external market forces change. These
forces include effective demand and all its components, public tastes and standards, land use
regulations (especially zoning), and competition. In addition, the character of the subject
property itself may change, thereby changing its highest and best use. This is why highest and
best use is always estimated as of the valuation date. In some instances, highest and best use
may anticipate the market, provided the conclusion is reasonable, probable, and proximate.

A property must have utility, reflected through market demand, to have a market
function. Function, in turn, determines use, and use is a major determinant of value in the
context of existing current market forces. Since market value 1s always the highest price that an

informed and
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prudent purchaser would pay, the use in terms of which market value is estimated is highest an. ST
best use.

In estimating highest and best use following property analysis, the appraiser goes

through four considerations, which have been referred to:

1. POSSIBLE use (physical): What uses are physically possible on the subject site or
in the subject improvements, given the physical characteristics revealed by
property analysis?

2. PERMISSIBLE use (Legal): What uses are permitted under existing zoning and
other land use regulations and controls, and under existing deed restrictions, for
the subject property?

3. FEASIBLE use (Appropriate use): Among legally permitted and physically
possible uses for the subject property, which are appropriate, given the
characteristics revealed by market, neighborhood, and property analysis? Which
uses produce any net return to the owner, or a positive net present value?

4. HIGHEST AND BEST use: Among appropriate ot feasible uses for the subject
property, which will produce the highest present value.

Present use of the property may differ from highest and best use of the site: "The

existing use will continue, however, unless and until land value in its highest and best use
exceeds the total value of the property in its existing use.

The highest and best use of the subject site is in the retail/service area due to municipal

zoning regulations, site size, utility availability and location.
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Value Estimation as a Forecast

Because value is the present worth of anticipated future benefits or income, the
appraiser's task is to forecast the benefits and amenities that will be produced by the realty
being appraised over its remaining economic life. Then the appraiser must forecast the manner
in which the typical, informed purchaser will react to these anticipated future benefits. Real
estate appraisal is always forwatrd-looking from the date on which the value estimate is made,
whenever that may be.

Forecasting involves making an estimate of future happenings or conditions. It consists
of estimating what will most probably happen in the future, based in part on trends in the recent
past, but tempered with analytical judgment. The appraiser making an estimate of value is, in
fact, making a forecast of what will probably occur under stipulated market conditions.
Prediction nvolves foretelling the futare with an applied degree of accuracy or precision that is
beyond the capacity of the appraiser. An estimate of value is simply that----an estimate. The
appraiser has no mystic or occult powers to foresee the future with certainty.

Projection is a mechanical process of extrapolation or extending the experience of the
past into the future via a mechanical formula. This may be simple straight-line projection or it
may be based on a more complex formula. In either event, it is based on the presumption that

the market will support the projections or forecasts.
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Methods of Appraisal

Thetre are generally three accepted approaches to market value. The cost approach or
summation approach, which includes the valuation of raw land by comparison with recent sales
of similar tracts being vacant plus the depreciated replacement cost of all improvements. The
market data or comparison approach, which is the process of comparing recent sales of similar
properties to that of the subject, making adjustment for measurable differences. The income
approach, which is based upon the premise that the income stream that a property is able to
produce, when capitalized, will give a direct indication of a properties value.

In this report, the sales comparison approach, cost approach, and income approach to
value are all utilized for the estimation of current market value of the subject property. The
market has been analyzed to provide an adjusted comparison of sales of this type of property.
The sales comparison approach is relied upon to give a fair indication of the subject. The
market is utilized to realize an estimated fair market value of the subject. The income approach
to value is normally based upon the market rent of the subject and similar properties, but due to
the type of property, the income stream of the business will be evaluated. The cost approach
has been estimated then added to the market value of similar vacant land to estimate the subject

utilizing the cost approach.
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Land Valuation 5787

In order to estimate the market value of the subject's 9.057-acres, a comparison has
been made of recent sales of vacant land within the market area. Recent and similar sales were
found and verified. The analysis of the site data has included consideration of various dissimilar
features that influence value; such as size, location, physical utility and development potential of
the sales presented. The following comparable sales are considered based on their comparative
attributes of the subject. No time adjustments for data of sales are made as no appreciation can
be abstracted from the marketplace.

Adjustments for cash equivalency are not required on any of the land sales. Purchasers
typically have cash for the land ot incorporate the land cost in their construction loans. Owner

financing is not typical for these type of properties.
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SE-57
Sales Comparison Approach (Land)-Sale # 1

Grantor: Stigall Heirs
Grantee /Grantor: James & Lois Noe
Grantee: Jerry S. Iketd, Sr., As Trustee of the Jerty

S. Ikerd and Brenda Ikerd Trust, UTD
October 24, 1996

Date of Sale: 9/14/01 ~9/14/01
Sales Price: $374,000 ~ $410,000
Size of Tract: 6.91 Acres ~ 6.91 Actes
$ Per Acre: $54,124.46/ Acre ~ $59,334.30/ Acre
Location: UK Dtive
Improvements: Vacant at time of sale
Data Source: Deed Book 683 Page 093,
Deed Book 683 Page 100, PVA
& Site Visit
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Grantor:

Grantee:

Date of Sale:
Sales Price:
Size of Tract:
$/Acre:
TL.ocation:
Improvements:

Data Soutce:

Comparison Approach (Land)-Sale # 2

Ethbik &
S9-57

Randall C. & Joyce Pyles and Joseph L. &
Annabelle Pyles.

Country Host, LLC

9/24/03

$270,000

3.15 Acres

$85,826.00/ Acte

N US 27 Lot 1 Fatl Shadoan Subdivision

Vacant at time of Sale

Deed Book 724 Page 087, PVA & Site
visit

Childers’ Financial Services, Inc.
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Matket Data Approach-(Land)-Sale # 3 %2-87

Grantor: WBW Investments

Grantee / Grantor: Jacob Vetl & Betty Garner, Roy Garner
and Jay McShurley

Grantee: Oak Hill Enterprises, LL.C

Date of Sale: 1/9/03 ~9/2/03

Sales Price: $170,880.00 ~ $350,000.00

Size of Tract: 8.54 Acres ~ 8.54 Acres

$/Acre: $20,000.00/ Acre ~ $40,962.50/Acre

Location: Oak Hill Road

2-3 Miles Southwest

Improvements: Vacant at time of Sale

Data Source: Deed Book 722 Page 354
Deed Book 722 Page 359, appraisal
records & site visit
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Comparable Sales

Vacant Land

SOMBESE]
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Correlation Grid

Exhbit &
HAE7

The correlation grid recites four sales of properties most similar and proximate to
subject and has been considered in the market analysis. They reflect a range in value in which
the site value should fall within.

Ttem

Address

Proximity

Sales Price

Lot Size (Acres)

$/Acre

Data Source

Verified

Date of Sale

Location

Topography

Indicated Value

Subject

N Main Street &

University Dz

9057

Average (+)

Level-Rolling

Comp 1
UK Drive

4-6 Miles

South

$374,000.00

6.91

$54,124 46

DB 683 Pg 093

Site Visit/PVA

09/14/01

Average (+)

Level-Rolling

$490,205.23

$410,000.00

691

$59,334.30

DB 683 Pg 100

Site Visit/PVA

09/14/01

Average (+)

Level-Rolling

$537,390.76

Comp 2

N US 27

Lot 1

1-2 Miles

West

$270,000.00

3150

$85,714.29

DB 724 Pg 087

Site Visit/PVA

09/24/03

Average (+)

Rolling

$776,314.32

Comp 3
Oak Hill Road

2-3 Miles

Southwest

$170,880.00

8.540

$20,009 37

DB 722 Pg 354

Site Visit/PVA

01/09/03

Average (+)

Level-Rolling

$181,224 86

$350,000.00

8.540

$40,083 61

DB 722 Pg 359

Site Visit/PVA

09/02/03

Average (+)

Level-Rolling

$371,188.56
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Comments on Market Data 7387

The Market Data represents similar tracts from the same area and suppotts the value
well. The distance from the subject, condition, location and improvements have been
considered in the valuation process. All sales are closed.

Comparable # 1 sold for $374,000 at auction ($54,124.46 per acre). The closing was delayed
several months due to complications arising over an entrance. An adjoining landowner
purchased the tract during the delay for $410,000 or $59,334.30 per acre.

Comparable Sale # 2 sold for $270,000 for 3.15 acres or $85,826.00/ Acre. It is located on
North US 27 in the Earl Shadoan Subdivision. It has a 50 driveway to US 27, with the majority
of the property lying behind the adjoining restaurant.

Comparable Sale # 3 was purchased in January 2003 for $20,000 per acte, and sold in
September 2003 for $350,000 or $40,983.61 per acre. The tract is 200-500 feet west of Hwy 27.

o Summary:
The per acre price of land ranges from $20,000.00 to $85,826.00 per acre. Taking all

comparable sales into consideration and giving equal weight to all, a market value for the subject
site as though vacant would be $50,000 per acre. The land value can now be determined.

9.057-acre x $50,000/acre = $452,850.00

Rounded to: $450,000

The Sales Comparison Approach has indicated a Value of $450,000
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5 57
Sales Comparison Approach (Improvement)-Sale # 1

Grantor: State Farm Mutual
Auto Insurance Co., Inc.

Grantee: Ashwini & Prema Anand
Date of Sale: 7/30/03
Sales Price: $990,000.00
Size of Tract: 2.80 Acres
Estimated at $250,000
Location: 1380 Hwy 192 East
London, KY
Improvements: 11,100 SF Office Building
W/1664 Attached Garage
Data Source: DB 559 Pg 491, PVA
& site visit
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Sales Comparison Approach (Improvement)-Sale # 2

Grantoz:

Grantee:
Date of Sale:
Sales Price:
Size of Tract:

Location:

Improvements:

Data Source:

Laurel County Public Library District of
London, Kentucky

First National Bank and Trust
5/5/03

$655,000

0.4848 Acres

116 East Fourth Street
London, Ky.

12,552 SF Library

Deed Book 555 Page 618, PVA
& site visit

Childers Financial Services
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Sales Comparison Approach (Improvement)-Sale # 3

Grantor:
Grantee:
Date of Sale:
Sales Price:
Size of Tract:

Location:

Improvements:

Data Source:

HRH, Inc.

Ephraim McDowell Health Resource
2/25/02

$1,000,000.00

1.703 Acres

105-109 Daniel Drive
Danville, KY

9,118 SF Medical Bldg.
5,763 SF Basement
1,188 SF Building used as storage

DB 391 Pg 307, PVA & Site Visit
PVA Parcel 041-000-129

Childers Financial Services

Complete Appraisal-Summary Report

44



'g)(\\\\\D i}‘ LU
#4751

Sales Comparison Approach (Improvement)-Sale # 4

Grantor:
Grantee:
Date of Sale:
Sales Price:
Size of Tract:

Location:

Improvements:

Data Source:

Union Planters Bank, NA
Whitaker Bank, NA
3/19/04

$1,500,000

0.742 Acre

100 N Main Street
Corbm, Kentucky

Two Story Bank Building
29,700 SF GBA & 724 SF Drive Thru

Deed Book 451 Page 318, Appraisal Records &
& Site Visit

Childers Financial Services
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Correlation Grid

The correlation grid recites three recent sales of properties most similar and proximate to subject and has been
considered in the market analysis. The description includes a dollar adjustment reflecting market reaction to those items
of significant variation between the subject and comparable properties. 1f a significant item in the comparable property
is superior to or more favorable than the subject property, a minus (-) adjustment is made thus reducing the indicated
value of the subject; if a significant item in the comparable is inferior to or less favorable than the subject property, a

plus (+) adjustment is made thus increasing the indicated value of the subject.

Item Subject Comp 1 Comp 1 Comp 3 Comp 4
Address N Main St Hwy 192 E 116 E 4th St Daniel Dz N Main St
Somerset London London Danville Corbin
Proximity 30 Miles E 30 Miles E 35 Miles NW 30 Miles SE
Sales Price $990,000.00 $655,000.00 $1,000,000.00 $1,500,000.00
Land Cost ($350,000.00) ($300,000.00) ($200,000.00) ($4.00,000.00)
Adjusted Sales Price $640,000.00 $355,000.00 $800,000.00 $1,100,000.00
Sales/Financing Concession None None None None
Data Soutce Site visit/PVA Site visit/PVA  Site visit/PVA  Site visit/PVA
Verified DB 559 Pg491 DB 555Pg618 DB 678 Pg 364 DB 451 Pg 318
Lot Size (Acres) 9.057 2.80 0.4848 1.703 0.742
Building Size (SF) 21,597 12,764 12,552 10,306 29,700
$/SF $50.14 $28.28 §77.62 $37.04
Age 10- 40 Yis 11 Yrs 30 Yrs 10 40 Yrs
Adjustment 0.50 0.80 0.50 1.00
Adjusted $/SF $25.07 $22.63 $38.81 $37.04
Date of Sale 7/30/2003 5/5/2003 6/21/2001 3/19/2004
Quality Avg Avg Good Good Good
($10.00) ($10.00) ($10.00)
Design Offices Offices Library Medical Bank
Adjustment ($10.00) ($10.00)
Basement 6,021 SF 0 SF 0 SF 5763 0 SF
Adjustment $5.00 $5.00 $0.00 $5.00
Condition Average Average Average Average Average
Adjusted $/SF $30.07 $27.63 $28.81 $32.04
Indicated Value per $/SF $649,432.82 $596,636.05 $622,260.16 $691,903 .89
Rounded to: $650,000 $595,000 $625,000 $690,000

Chitders Financial Services
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Comments on the Market 1ata

The Market Data represents similar tracts from the most similar areas and supports the value
well. The distance from the subject, site size, topography, utility, and desirability have been considered
in the valuation.

o Comparable Sale # 1 This comparable is a office building in London. It was the All-State
Insurance Claims Offices. It has been purchased by a doctor who is remodeling the building into
medical offices.

o Comparable Sale # 2: This comparable is two-story bank building in Downtown Corbin. The
original structure dated back to the turn of the 20* century. Union Planters divested its banking
operation in Knox/Whitely County and sold the banks to Whitaker Bank, NA.

o Comparable Sale # 3: This comparable is one-story medical office in Danville. It has a partial
basement and smaller building utilized for storage.

o Comparable Sale # 4: This comparable is three-story library in London. It was putrchased by an
adjoining bank. It had small two off-street parking lots.

The Adjusted Market Values range from $595,000 to $690,000. Taking all comparable sales
into consideration, and giving equal consideration to all, a market value of $650,000 is indicated.

The Sales Comparison Approach has indicated a Value of $650,000

Childers Financial Services 47
Complete Apprazsal-Summary Report



EX\);\)II }' &
So87

Sales Comparison Approach (Improvement)-Sale # 5

Grantor:

Grantee:

Date Of Sale:
Sales Price:
Size of Tract:
Location:

Improvements:

Data Source:

John T. Mandt, Master Commissioner
In the action

Donald Paul Withers et ux

7.

Kentucky Seed Co., Inc. et al

W. L Sawyer, Frank H. Ikexd IIT and
Charles C. Adams

8/14/02
$250,000

2.679 Acres

306 McKee Street

7,561 SF metal building and
11,240 SF metal building

Commussioner Deed Book 018 Page
164, Appraisal Records & site visit

Childers Financial Services
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Sales Comparison Approach (Improvement)-Sale # 6

Grantor:

Grantee:
Date of Sale:
Sales Price:
Size of Tract:

Location:

Improvements:

Data Source:

CDR Manufacturing, Inc.

New Life Industries, Inc.
5/25/04

$560,000

8.011 Acres

825 Chappell’s Dairy Road
Somerset, KY

18,625 SF Industrial Bldg.
1,800 SF Office

Deed Book 738 Page 251,
PVA, and Site Visit

Childers Financial Services
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Sales Comparison Approach (Improvement)-Sale # 7

Grantor: USA Waste of Kentucky, LIC
Grantee: City of Somerset

Date Of Sale: 1/31/02

Sales Price: $187,100

Size of Tract: 50,660 SF~1.16 Acre
Location: Clifty Road

Somerset, KY

Improvements: 10,707 SF Building
w/2,100 SF Basement

Data Source: Deed Book 690 Page 118, Appraisal
Files & Site Visit

PVA Parcel: 060-3-0-09

Childers Financial Services 50
Complete Appraisal-Summary Report



Address

Proximity

Sales Price

Land Cost

Adjusted Sales Price
Sales/Financing Concession
Data Source

Verified

Lot Size (Acres)

Building Size (SF)
$/SF

Age
Adjustment
Adjusted $/SF
Date of Sale
Quality
Design
Adjustment
Basement
Adjustment
Condition

Adjusted $/SF

Indicated Value per $/SF
Loading Dock
Value of the Whole

Rounded to:

Subject
N Main St
Bldg # 2

Somerset

9.057
18,650

10-20 Yrs

Average

Warehouse

0 SF

Average

8,500 SF

Comp 5
McKee St

Sometrset
1-2 Miles W
$250,000.00
($40,000.00)
$210,000.00

None

Site visit/PVA
CDB 018 Pg 164

2.68

18,801
$11.17
17 Yrs
1.00
$11.17
8/14/2002
Average
Warehouse

0 SF
$0.00
Average

$11.17

$208,313.39
$25,000.00
$233,313.39

$235,000

Comp 6

Chappell Dairy Rd

Somerset
1-2 Miles W
$560,000.00

($160,000.00)
$400,000.00
None
Site visit/PVA
DB 738 Pg 251
8.0110

18,625
$21.48
10 Yts
0.85
$18.26
5/25/2004
Average
Warehouse/Off
($3.50)
0 SF
$0.00

Average
$14.76

$275,181.38
$25,000.00
$300,181.38

$300,000

it b
53 L7

Correlation Grids

Comp 7
Clifty Rd

Somerset
1-2 Miles W
$187,100.00
($50,000.00)
$137,100.00

None
Site visit/PVA
DB 690 Pg 118
1.160

10,707
$12.80
20 Yrs
1.00
$12.80
1/31/2002
Average
Warehouse
$0.00
2100
($2.50)
Avg ()
$4.00
$14.30

$266,782.79
$25,000.00
$291,782.79

$290,000

Childers Financial Services

Complete Appraisal-Summary Report
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Building 6/7
Item Subject Comp 5 Comp 6 Comp 7
Address N Main St McKee St Chappell Dairy Rd Clifty Rd
Bldg 6/7
Somerset Somerset Somerset Somerset
Proximity 1-2 Miles W 1-2 Miles W 1-2 Miles W
Sales Price $250,000.00 $560,000.00 $187,100.00
Land Cost ($40,000.00) ($160,000.00) ($50,000.00)
Adjusted Sales Price $210,000.00 $400,000.00 $137,100.00
Sales/Financing Concession None None None
Data Source Site visit/PVA Site visit/PVA Site visit/PVA
Verified CDB018Pg 164 DB 738Pg251 DBG690Pg118
Lot Size (Acres) 9.057 2.68 8.0110 1.160
Building Size (SF) 13,600 18,301 18,625 10,707
$/SF $11.17 $21.48 $12.80
Age 10-20 Yrs 17 Yrs 10 Yrs 20 Yrs
Adjustment 1.00 0.85 1.00
Adjusted $/SF $11.17 $18.26 $12.80
Date of Sale 8/14/2002 5/25/2004 1/31/2002
Quality Average Average Average Average
Design Garage Warehouse Warehouse/Off Warehouse
Adjustment ($3.50)
Basement 0 SF 0 SF 0 SF 2100
Adjustment $0.00 $0.00 ($2.50)
Floor Gravel Concrete Concrete Concrete
Adjustment ($2.00) ($2.00) ($2.00)
Open Front ($2.00) $2.00) ($2.00)
Condition Average Average Average Avg (5)
$4.00
Adjusted $/SF $7.17 $10.76 $6.30
Indicated Value per $/SF $97,506.81 $146,268.46 $85,744.02
Rounded to: $100,000 $145,000 $85,000
Childers Financial Services 52

Complete Appraisal-Snmmary Report
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SE57
Building 8
Item Subject Comp 5 Comp 6 Comp 7
Address N Main St McKee St Chappell Dairy Rd Clifty Rd
Bldg 8
Somerset Somerset Somerset Somerset
Proximity 1-2 Miles W 1-2 Miles W 1.2 Miles W
Sales Price $250,000.00 $560,000.00 $187,100.00
Land Cost ($40,000.00) ($160,000.00) ($50,000.00)
Adjusted Sales Price $210,000.00 $400,000.00 $137,100.00
Sales/Financing Concession None None None
Data Source Site visit/PVA Site visit/PVA  Site visit/PVA
Verified CDB018Pg 164 DB 738Pg251  dB 690 Pg 118
Lot Size (Acres) 9.057 2.68 8.0110 1.160
Building Size (SF) 5,600 18,801 18,625 10,707
$/SF $11.17 $21.48 $12.80
Age 4-5Yr1s 17 Yrs 10 Y1s 20 Yrs
Adjustment 1.40 1.20 1.45
Adjusted $/SF $15.64 $25.77 $18.57
Date of Sale 8/14/2002 5/25/2004 1/31/2002
Quality Average Average Average Average
Design Garage Warehouse Warehouse/Off Warehouse
Adjustment ($3.50)
Basement 0 SF 0SF 0SF 2100
Adjustment $0.00 $0.00 ($2.50)
Floor Gravel Concrete Concrete Concrete
Adjustment (32.00) ($2.00) ($2.00)
Open Front ($2.00) ($2.00) ($2.00)
Condition Average Average Average Avg (5
$4.00
Adjusted $/SF $11.64 $18.27 $12.07
Indicated Value per $/SF $65,169.81 $102,322.15 $67,574.22
Rounded to: $65,000 $100,000 $70,000
Childers Financial Services 53

Complete Appraisal-Summary Report
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Comments on the Market Data

The Market Data represents similar tracts from the most similar areas and supports the value
well. The distance from the subject, site size, topography, utility, and desirability have been considered
in the valuation.

Comparable Sale # 5 This comparable is a pair of warehouses on McKee Road that sold at master
commissioner after the original buyer defaulted.

Comparable Sale # 6: This comparable is a smaller building in a small industrial park notth of town
off Clifty Road. It was purchased by an adjoining landowner for speculation due to the relocation of
US 27 (within 1500 feet of building.)

Comparable Sale # 7: This comparable is a large metal building that housed the a refuse collection
company. They also recycled the garbage on site. The property had a rank odor. It was on the market
for over two years, when purchased by the city for their own garbage service.

Summary

Building No. Two

The Adjusted Market Values range from $235,000 to $300,000. Taking all comparable sales
into consideration, and giving equal consideration to all, a market value of $275,000 is indicated.

The Sales Comparison Approach has indicated a Value of $275,000
For Building No. Two

Building No. Six/Seven

The Adjusted Market Values range from $85,000 to $145,000. Taking all comparable sales into
consideration, and giving equal consideration to all, a market value of $125,000 1s indicated.

The Sales Comparison Approach has indicated a Value of $125,000
For Building No. Six/Seven

Building No. Eight

The Adjusted Market Values range from $65,000 to $100,000. Taking all comparable sales into
consideration, and giving equal consideration to all, a market value of $75,000 is indicated.

The Sales Comparison Approach has indicated a Value of $75,000
For Building No. Eight

Childers Financial Services 54
Complete Appraisal-Summary Report
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Reconciliation

Through the use of comparable sales, it has been determined, that the value of the land is
ranges between $181,224.86 and $776,314.32 with the fair market value being estimated at $560,000.
The value of the office building is $650,000 based upon a range of adjusted sales prices of $595,000 to
$690,000. Building No. Two has an estimated market value of $275,000 based upon the compatables
range of $235,000 to $300,000. Building No. Six/Seven has an estimated matket value of $125,000
based upon the comparables range of $85,000 to $145,000. Building No. Eight has an estimated
market value of $75,000 based upon the comparables range of $65,000 to $100,000.

No values were reported for Buildings 3, 4 or 5. The three buildings have a gross building
area of 5,686 square feet. Due to their size, location, and functional utility, the next owner would
probably raze the buildings to help traffic flow and parking availability.

Values using the various reported indicated values would be:

Indicated

Bldg Low End High End Market Value
Office $595,000.00 $690,000.00 $650,000.00
Bldg # 2 $235,000.00 $300,000.00 $275,000.00
Bldg 6/7 $85,000.00 $145,000.00 $125,000.00
Bldg 8 $65,000.00 $100,000.00 $75,000.00
Land $371,188.56* $776,314.32 $560,000.00

Total $1,351,188.56 $2,011,314.32 $1,685,000.00

*Garner-Oak Hill Properties used for the low end.

The properties, if they could be parceled out in such a way that they could be marketable,
should be worth $1,685,000. The estimated market time at this estimated market value would be in
excess of one yeat, and as much as four years. The access to the setvice buildings, diminishes the
marketability. The matketability of the tract as a whole is limited to a few potential clients. As such,
this will hurt the overall market value. The market value of the tract as a whole is $1,500,000, with a

marketing/exposute time in excess of one year, most probably three to five years.

Childers Financial Services 55
Complete Appraisal-Summary Report
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Recap
Cost Approach Not Utilized
Income Approach Not Utilized
Sales Comparison Approach $1,685,000
Final Estimate Of Value $1,500,000
. Ji ; ~ /
N
Mark H. Vaught
General Real Property Appraiser
License # 2271
Childers Financial Services 56

Complete Appraisal-Summary Report
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General Underlying Assumptions

Legal Matters

The legal description used in this report is assumed to be correct, but it may not necessarily have
been confirmed by survey. No responsibility is assumed in connection with a survey or for
encroachments or overlapping or other discrepancies that might be revealed thereby. Any
sketches included in the report are only for the purpose of aiding the reader in visualizing the
property and are not necessarily a result of a survey.

No responsibility is assumed for an opinion of legal nature, such as to ownership of the property
or condition of title.

The appraisers assume the title to the property to be marketable; that, unless stated to the contrary,
the property is appraised as an unencumbered fee which is not used in violation of acceptable
ordinances, statues or other government regulations.

Unapparent Conditions

The appraisers assume that there are no hidden or unapparent conditions of the property, subsoil
ot structures which would render it more or less valuable than otherwise comparable propetty.
The appraisers are not experts in determining the presence or absence of hazardous substance,
defined as all hazardous or toxic materials, water, pollutants or contaminants (including, but not
limited to, asbestos, PCB, UFFI, or other raw materials or chemicals) used in construction or
otherwise present on the property.

The appraisers assume no responsibility for the studies or analysis which would be required to
conclude the presence or absence of such substance or for loss as a result of the presence of such
substances. The client is urged to retain an expert in this field, if desired. The value estimate is
based on the assumption that the subject property is not so affected.

Information & Data

Information, estimates, and opinions furnished to the appraisers and contained in the reports, were
obtained from soutces considered reliable and believed to be true and correct. However, no
responsibility for accuracy of such items furnished the appraisers can be assumed by the appraisers.

All mortgages, liens, encumbrances, and servitudes have been disregarded unless so specified
within the appraisal report.
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Contingent and Limiting Conditions

The certification of the appraiser appearing in the appraisal report is subject to the following
conditions and to such other specific and limiting conditions as are set forth by the appraiser in the
report.

1. The appraiser assumes no responsibility for matters legal in nature affecting the property
appraised or the title thereto nor does the appraiser render any opinion as to the title, which is
assumed to be good and marketable. The property is appraised as though under responsible
ownership.

2. Any sketch in the report may show approximate dimensions and is included to assist the
reader in visualizing the property. The appraiser has made no survey of the property.
3. The appraiser is not required to give testimony or appear in court because of having made

the appraisal with reference to the property in question, unless arrangements have been previously
made therefore.

4. Any distribution of the valuation in the report between land and improvements applies only
under the existing program of utilization. The separate valuations for land and building must not be
used in conjunction with any other appraisal and are imnvald if so used.

5. The appraiser assumes that there are no hidden or unapparent conditions of the property,
subsoil, or structutes, which would render it more or less valuable. The appraiser assumes no
responsibility for such conditions, or for engineering which might be required to discover such
factors.

6. Information, estimates, and opinions furnished to the appraiser and contained in the report,
were obtained from sources considered reliable and believed to be true and correct. however, no
responsibility for accuracy of such items furnished the appraiser can be assumed by the appraiser. ,

7. Disclosure of the contents of the appraisal report 1s governed by the Uniform Standards of
Professional Appraisal Practice (USPAP).
8. Neither all, nor any part of the contents of the report, or copy thereof (including

conclusions as to the property value, the identity of the appraiser, professional designations,
reference to the appraiser is connected), shall be used for any purposes by anyone but the client
specified in the repott, the borrower if the appraisal fee is paid by same, the mortgagee or its
successots and assigns, mortgage insurers, consultants, any state or federally approved financial
institutions, any department, agency, or instrumentality of the United States or any state or the
District of Columbia, without the previous written consent of the appraiser; nor shall it be conveyed
by anyone to the public through advertising, public relations, news, sales, or other media, without
the written consent and approval of the appraiser.

9. On all appraisals, subject to satisfactory completion, repairs or alterations, the appraisal
report and value conclusions are contingent upon completion of the improvements in a
workmanlike mannet.
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Environmental Disclaimer

The value estimated in this report is based on the assumption that the property is not negatively
affected by the existence of hazardous substances or detrimental environmental conditions. The
appraiser is not an expert in the identification of hazardous substances or detrimental environmental
conditions. The appraiset's routine inspection of and inquiries about the subject property did not
develop any information that indicated any apparent significant hazardous substances or detrimental
environmental conditions which would affect the property negatively. It is possible that tests and
inspections made by a qualified hazardous substance and environmental expert would reveal the
existence of hazardous materials and environmental conditions on or around the property that
would negatively affect its value.

Certification

The appraiser certifies and agrees that:

1. The appraiser has no present or contemplated future interest in the property appraised; and
neither the employment to make the appraisal, nor the compensation for it, is contingent upon the
appraised value of the property.

2. The appraiser has no personal interest in or bias in respect to the subject matter of the
appraisal report or the participants to the sale. The "estimated of market value" in the appraisal
teport is not based in whole or in part upon the race, color or national origin of the prospective
owners or occupants of the property appraised, or upon the race, color or national origin of the
present owners or occupants of the properties in the vicinity of the property appraised.

3. The appraiser has personally inspected the property, both inside and out, and has made an
exterior inspection of all comparable sales listed in the report. To the best of the appraiser's
knowledge and belief, all statements and information in this report 1s true and correct and the
appraiser has not knowingly withheld any significant information.

4. All contingent and limiting conditions are contained herein (imposed by the terms of the
assignment or by the undersigned affecting the analyses, opinions, and conclusions

Contained in the report).

5. This appraisal report has been made in conformity with the Uniform Standards of
Professional Appraisal Practice (USPAP), and is subject to, the requirements of the code of
professional ethics and standards of the Uniform Standards of Professional Appraisal Practice
(USPAP).

0. All conclusions and opinions concerning the real estate that are set forth in the appraisal
report were prepared by the appraiser whose signature appears on the appraisal repott, unless
indicated as "review appraiser”. No change of any item in the appraisal report shall be made by
anyone other than the appraiser, and the appraiser shall have no responsibility for any such
unauthorized change.
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The subject property is appraised as though under responsible ownership and competent
management.

Zoning and Licenses:

It is assumed that all applicable zoning and use regulations and restrictions have been complied with,
unless a nonconforming use have been stated, defined and considered in the valuation.

It is assumed that the subject property complies with all applicable federal, state, and local
environmental regulations and laws unless noncompliance is stated, defined and considered in the
valuation.

It is assumed that the subject property complies with all applicable federal, state, and local
environmental regulations and laws unless noncompliance is stated, defined and considered in the
valuation.

It is assumed that the information relating to the location of or existence of public utilities that has
been obtained through a verbal inquiry from the appropriate utility authority, or has been
ascertained from visual evidence is correct. No warranty has been made regarding the exact location
or capacities of public utility systems.

It is assumed that all licenses, consents or other legislative or administrative authority from local,
state, or national governmental or private entity or organization have been, or can be, obtained or
renewed for any use on which the value estimate contained in the valuation report is based.
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General Limiting Conditions

The appraisers will not be required to give testimony or appear in court due to preparing the
appraisal with reference to the subject property in question, unless prior arrangements have been
made.

Possession of the report does not carry with it the right of publication. Out-of-context quoting
from or partial reprinting of this appraisal report is not authorized. Further, neither all nor part of
this appraisal report shall be disseminated to the general public by the use of media for public
communication without the prior written consent of the appraisers signing this appraisal report.

Any copy that does not have an original signature of the appraiser 1s unauthorized and may have
been altered, and is considered invalid.

Disclosure of the contents of this report is governed by the Standards and Statements of the
Uniform Standards of Professional Appraisal Practice (USPAP). Neither all nor any part of the
contents of this report (especially any conclusions as to value, the identity of the appraisers or the
firm with which they are connected) shall be disseminated to the public through advertising media,
public relations media, new media, sales media or any other public means of communication without
the prior wiitten consent and approval of the author.

The distribution of the total valuation in this report, between land and improvements, is applicable
only as a part of the whole property. The land value, or the separate value of the improvements,
must not be used in conjunction with any other appraisal or estimate and is invalid if so used.

No environmental ot concurrent impact studies were either required or made in conjunction with
the appraisal report. The appraisers, thereby, reserve the right to alter, amend, revise, or rescind any
of the value opinions based upon any subsequent environmental or concurrent impact studies,
research or investigation.

An appraisal related to an estate in land that is less than the whole fee simple estate applies only to
the fractional interest involved. The value of this fractional interest plus the value of all other
fractional interests may ot may not equal the value of the entire fee simple estate considered as a
whole.
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The appraisal report related to a geographical portion of a larger parcel is applied only to such
geographical portion and should not be considered as applying with equal validity to other portions
of the large parcel or tract. The value for such geographical portions plus the value of all other

geographical portions may or may not equal the value of the entire parcel or tract considered as an
entity.

The appraisal is subject to any proposed improvements or additions being completed as set forth in
the plans, specifications, and representations referred to in the report, and all work being performed
in a good and workmanlike manner. The appraisal is further subject to the proposed improvements
or additions being constructed in accordance with the regulations of the local, county, and state
authorities. The plans, specifications, and representations referred to are an integral part of the
appraisal report when new construction or new additions, renovations, refurbishing, or remodeling

applies.

If the appraisal is used for mortgage loan purposes, the appraisers invite attention to the fact that

1. the equity case requirements of the sponsor have not been analyzed,
2. the loan ratio has not been suggested, and
3. the amortization method and term have not been suggested.

The function of this report is not for use in conjunction with a syndication of real property. This
report cannot be used for said purposes and, therefore, any use of this report relating to syndication
activities is strictly prohibited and unauthorized. If such an unauthorized use of this report takes
place, it is understood and agreed that Childers' Financial Services has no liability to the client/and
ot third partes.

Acceptance of and/or use of this appraisal report constitutes acceptance of the foregoing general
undetlying assumptions and general limiting conditions. The appraisers’ duties, pursuant to the
employment to make the appraisal, are complete upon delivery and acceptance of the appraisal
repott. However, any cotrections or errots should be called to the attention of the appraisers within
60 days of the delivery of the report.
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Mark H. Vaught

General Real Property Appraiser

Childers Financial Services, Inc.

205 Parkers Mill Road

Somerset, KY 42501

606/678-4956 ~ 606/679-8742-Fax ~ mark_vaught@charter net

1994 — Present Childers Financial Services
Real Estate Appraiser

o Primary role is Commercial Real Estate Appraisal.

Perform 2 ~ 3 appraisals a week in mostly South Central Kentucky (Pulaski
and adjoining counties.

o General Real Property Appraiser—# 2271-1999 —Present

e Residential Real Property Appraiser—# 1627-1996-1999

e Associate 1994-1996

1979-1994 Frank Vaught Engineers
Insttument Man/Party Chief/ Draftsman

o Worked on Road Construction and Survey Crew in South Central KY

1996-1997 Wilson Education Group

o 208 Hours-12 Coutses-of Real Estate/ Appraisal Courses
1980-1981 University OF Kentucky

e 56 Hours

1966-1979 Somerset School System

Graduated 1979

Pulaski County and adjoining counties is our primary service area.
Counties in which I have appraised property are as follows:

Adair, Allen, Anderson, Barren, Bath, Butler, Boyle, Clark, Clinton,
Cumberland, Garrard, Hardin, Hart, Jefferson, Jessamine, Knox, Larue,
Laurel, Lincoln, Madison, Marion, McCreary, Mercer, Owen, Pulaski,
Rockcastle, Rowan, Russell, Scott, Taylor, Watren, Wayne, Whitley

as well as the following cities in Tennessee: Celina, Cookeville, Gatlinburg,

Jellico, Oneida, Spatta, and Tellico Village

1999-2002 Pulaski County PVA’s Board of Assessment
1999-Present — Member— Somerset Planning and Zoning Board

1999- Present — Member— Somerset Board of Adjustments

Current as of 07/01/04
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o Branch Banking & Trust
Somerset ~ 606/679-4375
Steve Abbott, Commercial Lending Officer
Linda Jasper, Private Banking
o  Monticello Banking Company
Somerset ~ 606/451-0388
Regina Brinson, President/Sr. Executive Officer
Ralph Gibson, Loan Officer
Russell Springs ~ 270/866-7322
Scott Gridet, President/Sr. Executive Officer
o Citizens National Bank of Somerset
Somerset ~ 606/679-6341
Jetry Claunch, Vice President
Joe Platt, Vice President
o  Cumberland Security Bank
Somerset ~ 606/679-9361
Mike Simpson, President/CEO
Mark Ross, Vice President
Sharon Wheeldon, Vice President
e Cumberland Valley National Bank & Trust Co.
Somerset ~ 606/676-0784
C. V. Hansford, Executive Vice President/Branch Manager
o Bank of McCreary County
Whitley City ~ 606/376-5031

Jimmy Johnson, Vice President, Commercial Lending

Current as of 07/01/04
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ANDERSON
File No. 0407--035

07/06/2004

ATTN: ALLEN ANDERSON
SOUTH KY. RECC

925 NORTH MAIN STREET
SOMERSET, KY 42501

File Number: 0407--035

in accordance with your request, | have personally inspected and appraised the real property at:
W. HIGHWAY 80
NANCY, KY, 42544

The purpose of this appraisal is to estimate the market value of the subject property, as vacant.
The property rights appraised are the fee simple interest in the site.

in my opinion, the estimated market value of the property as of July 6, 2004 is:

$450,000
Four Hundred Fifty Thousand Dollars

The attached report contains the description, analysis and supportive data for the conclusions, i
final estimate of value, descriptive photographs, limiting conditions and appropriate certifications.

oo 7 (Ll —

CLIFRQRD L. CHILDERS
COMPLETE APPRAISAL - SUMMARY REPORT
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NDERSON LAND APPRAISAL REPORT File No, 0407--035
B8 Property Address W. HIGHWAY 80 Census Tract 9903.00 LENDER DISCRETIONARY USE
City NANCY County PULASKI State KY  Zip Code 42544 Sale Price $
"8 Legal Description DB 236/397, 271/195; & 280/453 PULASKI COUNTY COURT CLERK, KY Date
I rer/Occupant S KY RECC Map Reference  199-PULASK! | Morigage Amount  §
By waie Price $ MKT VALUE Date of Sale N/A Property Rights Appraised | Mortgage Type
B4 Loan charges/concessions to be paid by seller $ Fee Simple Discount Points and Other Concessions
RE Taxes$ FRANCHISE Tax Year 03 HOA $/Mo. NONE D Leashold Paid by Seller $
Lender/Client SOUTH KY. RECC [:] Condominium (HUDIVA)
925 NORTH MAIN STREET, SOMERSET, KY 42501 ) Source
LOCATION [} urban Suburban Rural NEIGHBORHOOD ANALYSIS oot ag  fir o
BUILT UP ] over75% 25-75% {7 Under 25% Employment Stability O) OO
GROWTH RATE D Rapid Slow Convenience to Employment [:] D D
PROPERTY VALUES {7 mcreasing Stable {) pecining Convenience to Shopping U 00
DEMAND/SUPPLY D Shortage In Balance D Over Supply Convenience to Schools D D D
11 MARKETING TIME { ] under 3 Mos. [X] 36 Mos. () over 6 Mos. Adequacy of Public Transportation || oo
5] PRESENT LAND USE % LAND USE CHANGE | PREDOMINANT SINGLE FAMILY HOUSING | Recreation Facilties ] 00
(%] Single Famiy 50%] Not Likely OCCUPANGY PRICE AGE | Adequacy of Facilities O O 0
£ 24 Famiy 2%] Likely ] | owner $(000) (ws) | Property Compatibility Ul 0O
g Multi-Family 0% In process D Tenant ] 30 Low __ NEW | Protection from Detrimental Cond U OJ [:]
% Commercial 5% To: Vacant (0-5%) 500 High 100 | Police & Fire Protection D D [:]
Industrial 0% Vacant (over 5%) D Predominant General Appearance of Properties D [:] [:]
Vacant 43ag 100 - 40 | Appeal to Market D &] m m
Note: Race or the racial composition of the neighborhood are not considered reliable appraisal factors. commeNTSNIEGHBORHOOD IS LOCATED

APPROXIMATELY 4 MILES WEST OF THE INTERSECTION OF US 27 AND KY 80, IN THE SARDIS COMMUNITY. THE AREA IS
TYPICALLY MIXED WITH SINGLE FAMILY, LIMITED COMMERCIAL AND SOME 2-4 INCOME PROPERTIES. GOOD AREA OF THE
COUNTY WITH NO KNOWN UNFAVORABLE FACTORS THAT WOULD ADVERSLEY AFFECT MARKET VALUE. LAKE
CUMBERLAND {S NEARBY.

Dimensions IRREGULAR PER ATTACHED DEEDS Topography LEVEL TO ROLLING
Site Area  74.6 AC Corner Lot N/A Size TYPICAL FOR AREA
7-~ing Classification NOT ZONED Zoning Compliance N/A Shape IRREGULAR

[EST & BEST USE: Present Use. AGRI Other Use DEVELOPED Drainage APPEARS ADEQUATE
UTILITIES Public Other SITE IMPROVEMENTS Type Public  Private View TYP/RES/AG
Electicity PUBLIC Street ASPHALT (J | tandscaping TREES
Gas ] NOT AVAILABLE | cub/Gutter NONE U Driveway GRAVEL
Water PUBLIC Sidewalk NO D OJ Apparent Easements  TYPICAL UTILITY
Sanitary Sewer [:] SEPTIC Street Lights NO D D FEMA Flood Hazard ~ Yes® No X
StormSewer [ ] NOT AVAILABLE | Alley NO (][] | rEma Mapizone  210197-0200B X 7-90

Comments (Apparent adverse easements, encroachments, special assessments, slide areas, etc): NO APPARENT ADVERSE EASMENTS,
ENCROACHMENTS, SPECIAL ASSESMENTS, OR SLIDE AREAS. NO ZONING.

The undersigned has recited three recent sales of properties most simiiiar and proximate to subject and has considered these in the market anaiysis The description includes a doltar
adjustment. reflecting market reaction to those items of significant vatiation between the subject and comparable properties !f a significant item in the compatabie property is superior
to. or more favorable than. the subject properly. a minus (-) adjustment is made, thus reducing the indicatod value of subject: if a significant item in the comparable is inferior to
of tess lavorable than. the subject property. a ptus {+) adjustment is made thus increasing the indicated value of the subjact

ITEM SUBJECT COMPARABLE NO. 1 COMPARABLE NO. 2 COMPARABLE NO. 3
W. HIGHWAY 8[| STYLESVILLE ROAD HIGHWAY 761 OLD MILL SPRINGS ROAD
8 Address NANCY SOMERSET NANCY NANCY
Proximity to Subject
Sales Price s MKT VALUE $ 320,000 S 350,000 B 500,000
Price/ $ ols 3200000 $ 3500000 5 500000 @
= Data Source DEED/GRANTEES/LENDER | DB 714 PG 522/APP REC DB 730 PG 560/APP REC
P24 VALUE ADJUSTMENTS DESCRIPTION DESCRIPTION | 8 Adjusiment DESCRIPTION | 5 Adusiment DESCRIPTION | s Adusiment
(] Sales or Financing CONV ‘ CASHTO ' CONV '
4 Concessions NONE : SELLER ; NONE :
B9 Date of Sale/Time N/A 6/2004 : 02/13/2003 : 01/14/2004 ;
k5] Loeation SARDIS STYLESVILLE NAOMI : MILL SPRINGS |
W 74.6 ACIAG 38 AC/AG/RES ! 72.6 AC/AG-LAKE ! 78.22 ACIAG-LAK!:
L iM-ROVEMENTS | BARN/FENCING | EQUAL : EQUAL : EQUAL :
‘ $8420/AC : $4820/AC : $6392/AC :
4 Net Adj. (total) X+ - s ollX]+ [ s olDxl+  [J-:s 0
dicated Value Gross: 0.0 Gross: 0.0 Gross: 0.0
4 of Subject Net; 0.0]% 320,000 | Net: 0.0]$ 350,000 | Net: 0.01% 500,000

§ Comments of Sales Comparison: THE COMPARABLE SALES RANGE IN SALES PRICE FROM $4820 PER ACRE TO $8420 PER ACRE.

i BASED ON LOCATION, VIEW AND SIZE OF TRACTS AND MAKING MARKET ABSTRACTED ADJUSTMENTS, A VALUE OF $6000.00
ER ACRE IS INDICATED. 74.6 ACRES x_$6000/AC= $447600.00 SAY $450,000.00.

omments and Conditions of Appraisal: THE SUBJECT 1S APRAISED IN AN "AS 15" CONDITION.

4 Final Reconciflation: ALL APPROACHES TO VALUE WERE CONSIDERED BASED ON AVAILABLE DATA. THE COST AND INCOME

I8l APPROACHES WERE NOT USED DUE TO THERE BEING NO STRUCTURE IMPROVEMENTS OR SIMILAR RENTED PROPERTY TO
2 F~TABLISHED A GROSS RENT MULTIPLIER. THE COMPARABLE SALES ANALYSIS WAS GIVEN THE MOST CONSIDERATION,

O: 1 ESTIMATE THE MARKET VALUE, AS DEFINED, OF THE SUBJECT PROPERTY AS OF July 6, 2004 tobe$ 450,000
K | (We) certify: that to the best of my (our) knowledge and belisf, the facts and data used herein are true and correct; that | (we) personally inspected the subject property
b1} and inspected all comparable sales cited in this feport; and that | (we) have no undisclosed interest, present or prospective therein

ppraiser(s) W/Jp Review Appraiser DDid D Did Not
CUIFF

5 D L. CHILDERS (it applicable) Inspect Property
Propistary Land Form 0488 CCINMIPLETE APPRAISAL - Prouuosd sing ACT sofwara 600 21 G121 wrw scameb com
SUMMARY REPORT Childers Financial Services
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THIS DEED OF CONVEYANCE raDpE AWD ENTERED INTO THIS

247y pay oF Jury 1961, BY anDp BETWEZEN ELiA MNay PLEASANT AwD
EopERT PLEASANT, HER HUSBAND, 0F Somersgr, Furaskr Couwry,
KENTUCKY, PARTIES OF THE FIRST PART, AND Soure KEnTUckY RURAL
Fregcrarc CoopERATiVE CORPORATION OF SOMZRSET, KENTUCKY, DARTY
OF THE SECOND p4RT, WITNESSETH: THAT FOR AND IN CONSIDERATIN
oF ONE ($1.00) DOLLAR, 4ND OTHERGOOD AND VALUABLE CONSIDERATION
TYE RECEIPT OF WHICH IS HEREBY ACKNOWLEDGED IN FULL, THE PARTIES
OF THE FIRST PART DO BY THIS INSTRUMENT AND THESE PRESENTS,
GRANT, SELL, BARGAIN AND CONVEY UNTO THE PARTY OF THE SECOND
PART, ITS SUCCESSORS AND A5SIGNS, THZ FOLLOWING DESCRIBED

REAL ESTATE, TO-WIT:

ConsrsTinGg oF 74.6 ACRES, HMORE 0R LESS, LOCATED
Iw Purasxr Couwnry, KENTUCKY, SIX MILES WEST FROM
SOMERSET AND IMOARE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNIKG ov a4 crovwg, Fracrr Muse's corweR
NEAR THE INTERSECTION OF Hrecaway No. 80 ow THE sourTa
LINE OF THE COUNTY ROAD; THENCE WITH SAID ROAD SOUTH
78 pEGREES 50 NINUTVS wesT 51,3 POLES TO 4 STONE ON
SAME, EDD SHEPPARD'S CORNER; THENCE WITH HIS LINE
souTd 18 DEGREES EAST 16 POLES TO A STONE; THENCE
souTH 10 DEGREES WEST 43 POLES T0 A BLACK 04AK; SOUTH
45 DEGREES WEST 37.2 POLES TO 4 STONE AT DRY Brawcw,
SHEPPARD'S CORNER; THENCE LEAVING SHEPPARD'S LINES
WITH THE BRANC§06;§ gésgggRgggzgi §Iy§a55§ OLLOWS:
Soury 95 DEGREES KINUTES EAST § OLES QSOUTH 43
DEGREES 30 MINUTES EAST 12 POLES; 80UTH 45 DEGREES
EAST 17.2 poLES; sourd# 16 DEGREES 30 MINUTES EAST 2
POLES T0O A STONE IN SAID BRANCH, WayNE KEENEY'S CORNER;
LEAVING THE BRANCH WITH WAYwE [(EENZY'S LINES A4S FOLLOWS:
NORTH 73 DEGREES EAST 42 POLES TO A STONE, HIS CORNER
AT THE GARNER LANE; THENCE WITH Samz Avp KEENEY'S LINE
NORTH 72 DEGREES FAST 6 POLES T0O A STONE, HIS CORNER;
THENCE NOoRTH 27 DEGREES 30 MINUTES WEST 2 POLES TO 4
STONE, HI5 CORNFR; NORTE 78 DEGREES EAST 79.25 poLES
TO 4 STONE, HIS CORNER AT HI § DRIVEWAY; THENCE WITH
THE WEST LINT OF SAxE Awp KErpveY's pInz vorTHE 11
DEGREES WEST 49.] poris To 4 stowi IN KFENEY'S LINE,
BILLY PLEASANT'S CORNER; THENCE VWITH HIS LINE SoUTH
74 DEGREES WEST 15 POLES TO 4 STCNE, HIS CORNER; THENCE
WITE HIS LINE NORTH [1 pEcrREEs wEST [5-2/% potEs io A
srowE, Z15 CORNER IN Wavve Kegwey's avp Paxe Yawp 's
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LINE; THENCE WITH SAHE SOUTH 74 DEGREES WEST 35.5 poLES
TO A CEDAR, HIS CORNER; THENCE WITH TEEIR LINE NORTH
16 peEcrees 30 minurTeEs wgsT 11.2 pPoLES TO 4 STONE, ELBERT
Husz's CORNER; THENCE WITH HIS LINE SOUTH 76 DEGREES 30
MINUTES WEST 9.1 POLFS TO A STONE, HIS CORNER; THENCE
WITH HIS LINE NORTH 18 DEGREES 50 xiwnvurTes wist 15.1
POLES TO THE BEGINNING, CONTAINING 73.2 ACRES TO BE THE
SAMEI MORE OR LESS A4S SUAVEYED BY (Laup JASPER.

Segcovp Tracr: BEGINNING ow Waywe Keewey Koab
AT THE INTERSECTION OF THE COUNTY ROAD WITH KEENEY'S
LINE, THENCE SouUTH 1] DEGREES E4sST 18-2/3 porzs ro
A STONE IN HIS LINE; THENCE SoUTH 74 DEGREES (00 MINUTES
WEST 12 POLES TO A STONE; THENCE NORTH 11 pEcREES 00
MINUTES WEST 18-2/3 PoLES To 4 sTowg Iv KEENEY'S AND
YanpER'S LINE; THENCE NORT® 74 DEGREES (00 MINUTES EAST
12 POLES TO THE BEGINNING, CONTAINING 1.4 ACRES, MORE
ORLESS. .

I? 15 UvDERSTOOD THAT JouN S. GOVER HAS A4 RIGHT
OF WAY ACROSS SAID LANDS To THE CRACKER NECK RoAD,
RECORDED IN DEED Boowk 110, pacre 442, Puraskr Couwrr
Covrr Crerk's OrrFrce, KenvrUCKY.

BEING 4 PART OF THE SAME PROPERTY CONVEYED TO
¥, S. Broww BY DFED parep SeprTenprer 1S, 1808 Fron
Frorrsonw SMITH, ET AL, RECORDED IN DErzp Boox 68,
PAGE 628, Puraski Couwry Covrr CLerrk's OrFrFrpm E,
Kewrvexy; THE S4r1D . $. FROWN HAVING DIED INTESTATE
oN Mapcw 2, [932 LEAVING 4S HIS WIiDow, Wrimourw
Browy, WHO IS NOW DECEASED, AND HEita MNav PLEASANT,
FRST PARTY HEREIN, AS HIS ONLY HEIRS AT LAV, SEE
AFFrpaviT oF DESCENT oF RECORD IN DeErp FRoor 107,
pAaGE 632, Puraski County Court CrEax's OrrFrce, Kewrucky,

To HAVE AND TO HOLD THE SANE, TOGETHER WITH ALL

APPURTENANCES THEREUNTO BAELONGING, UNTO TiHE PARTY OF THE
SECOND FART, ITS SUCCESSORS AND ASSIGNS FOREVER, WITH
COVENANT OF GENERAL WARRANTY,

IN TESTINONY WHEREQF, wITNESS THE SIGNATUAES OF FIBT

PARTES, THIS THE DAY AND YEAR FIRST ABOVE WRITTEN,
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County oF PUuLASKI ) Scr

I, Preccy CUNDIFF, 4 NOTARY PUBLIC WITHIN AND FOR THE
ABOVE COUNTY AND STATE, HEREBY CERTIFY THAT THE FOREGOING
DEED OF CONVEYANCE FRrOM FLLa M4y PLEASANT 4vD ROBERT FLEASANT,
grn HiS BAND, To SourH Kewrtucky Ruratr Erecrrric CooPERATIVE
(lORPORATION, WAS THIS DAY PRODUCED TO ME BY THE SAID ELLA
May PLEASANT AND ROBERT PLEASANT, HER HUSBAND, AND BY EACH
OF THEM SIGNED AND ACKNOWLEDGED TO RE THEIA ACT AND DEED.

IV TESTINONY WHEREOF, WITNESS Y SIGNATURE AND SEAL,

worgrs Jury 24, 1961,

o
PuLaskg o, LY.

12, ¥ GomNISSTON EXPIRES 9-80-€5.

SEATE OF KENTIJCKY
PULASKI COUNTY SCT

b Darrell Hall. Clerk of Pulaski County Court, certify that the foregoing _AQM was this. zg) ﬁ/
1”0/ - produced to me cariified as above and filed for record

Wherelore< recdfded same. the foeregoing and.this certificate in my said olhce this, 9’2\5
day Of .. topd¥eer Tl L , 196»/,, in ABook Mo Q_jé Page. ._3 7 7

At DARBELL HALL, Clerk
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THIS DEED OF CCilY

T2rs 277H DAY oF DEcewBER, 1567, 3% 7 BETWEIZHN KENNETH
YEDDLE, A SINGLE MAWN, AND PAULIWNE MEDDLE, & SINGLE WOHAN,
PirTrzs or THE Frast Panr, awp Souvra Kzwrucky ARuriarL ELECTRIC
Cooprrarivz CorpompaTION, 4 CORPORATION, P4RTY OF THE S:cown“
ParT, 4LL PARTIES oF SoMerseT, Pvissir Couwry, KeEwTucky,

YITHESSETH: THAT WHEREsS THE PA." £3 0F THE FIRST PaArcT

,_,,—-—-—..._w__.»»._ et e

B et SR

WEREZ FORMERLY MARRIED, AND DURING TP'E HARRIAGL, EXECUTED #

e k] . A o 1 e 1 AP e S S

DE.‘ZD FOR T £ PROPERTY m’aQ.r,I'xVA“TcR J SC‘QIB D, TO SECO‘/D p/‘P.;Y

AND WHERZAS SAID DEED WAS HISPL,.C‘”D AHD Nr.f

tND OTH

RECORDED,

"R GOOD AND 71LU

rwzrEFORE, For ONE (§1.
R il . SR £
CONSIDERATION, PAID BY SECoNDp FParT? To FIRST PaRrTIES,

RECEIPT WHEREOF IS HEREBY ACKNOWLIDGED IN FULL, FIRST PARTIES
DO 3Y THIS INSTRUMENT AND THESE PRESENYS, GRANT, SELL, BAR-
GAIN, AND CONVEY, UNTC THE PaARTY oF THE SECOND PArT, ITS
SUCCESSORS AND ASSIGNS, THE FOLLOWING DESCRIBED REAL-ESTATE
TO WIT:
A CERTAIN TRACY OR PARCEL OF LAND
BEING IN Purssyr Covwey, XENTUCKY, OW

TED
oF Frsuwrws CRZEX AND BZIING MORE PARTICULARLY
BOUNDED AND DESCRIEED AS FOLLOWS:

~t

Gover's awp Yawpza's
WITH HIcHa
oF 180

CORNLA,

RIGHT OF
STONE; DLY PARALLEL
PROPERTY LINI OF 11"4 TRS, 4 DISTANC
70 & sToyE, Yisorrs awp Sourw {v. R
THEINCE ZASTWARDLY ery Sovry Ky. R.E

A DISTANCE oF 180 rFziz 1O 4 STONE, YA
Gorzr avD Sovry Ky. R.E.C.C. corwer;
NORTHWARDLY WITH Govzm' IME A DISTANCE OF
345 FEET TO TYE POINT O

~—t

i
i
i
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ABSICNS FOREVFER, WITH

A
IN TESTINONY WHEREQF, wIiTWESS TEE SIGNATURES OF

T#E PARTIES OF THE FIagT FPAp?, THIS THE DAY ABD YZAR FIRST

M Al g ) SEL

A@ L

STATE OF KENTUCKY
o sor(
COUNTY OF PULASKI
I, M. D. Harrrs, a4 lovary Pyarrc, WITHIN AN
Fon THE amovE COUNTY AVD STATE, HEZRZaY CERTIFY THAT THE
ForECOING DEED oF ConvErawcE FroN KENNETE WEDDLE, 4 SIVGLE

MAN, AVD PAULxNE WEDDLE, 4 SINGLE WOMAN, TO Sevry Kewrwucry

j=d
v
9

Fueat Erzcrarc Coorgparive C SATION, WAE THIS DAY PRO~

DUCED TO ME BY THE SAID KENNETE WEDDLEZ, A SIVGLE MAN, AND
PavrLINg WEpperm, A SINGLE WONAN, AND 2Y EACH OF THEM SIGNED
AND ACKNOWLEDGEZD EEFORE ME TO BE THEIR VOLUNTARY ACT AND
DEED.

IN TESTINCNY WHEREOF

SEAL, THIS THE 87TH DAY OF DECEHBER,

. FAERIS, WOTARY FUELIC
ENTUCKY, STATE AT LARGE

%N ExprRES: §-20-71

;"'E‘[ RAFTED BY:
CLL&UP

A N AT wa
SoMERSET, RENTUCKY

STATE OF ZENTUCEY
COUNTT OF PULASEL 8CT
I Marshall Daveaport, Clork of tha PulesX Counte Court, certify that cn the __.&_ day atO
1°ML the foregoing doed wns prodnecd o me eortilind ax sbove and \cdg"d tor recerd  Woddeupon 1 pard”
]’/f':""".f«d the aame, tonether with thiz cortificnte, this ... doy of

Gi_z_v_._, Pago £ '/\) .

TRPORT, c/m-:
7 (,/ 5

WEDALE
Lc::. netl v

he ’nu_(
C\\A\
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IS DEED OF CONVEYANCE MADE AND ENTERED INTO THIS

Orw pay oF flay, 1966, By 2ND BETWEEN SoUTH KEN ITUCKY Runar

™

Erzecrrrc CooprraTrIvE Copronirriov, 4 CORPORATION, PARTY OF

v8E FIRST Parr, Awp Krwwsri YEbrLE 4wp PavrLIne WepbLz, wrs
WIFE, PARTIES OF THE Siconp PART, 4nl Panrv1zs oF SoxERSET,
Pupaskr Couwry, Kewrvcxy, WITNESSETE: rtear rom ONE ($1.00)
DOLLAR, AND OTHER GOOD AND VALUABLE CONSIDERATION, PAID

2y Szcowp PARTIES T0 FIRsT Papry, | THE RECEIPT OF 4ALiL OF
WEICH IS WEREBY ACKNOWLEDGED IN FULL, THEZ PARTY OF T7HZ !
Frasr PART, DOES BY THIS INSTRAUXENT AND TEESE PRESEWTS,

GRANT, SELL, BARGAIN AND CONVEY UNTO THE PARTIES 0F THE

SzcoNb PART, JOINTLY FOR THEIR LIFE-TIME WITH THE REH{AINDER :
¥ FEE SINPLE, TO TEE SURFIVOR OF ZITHER OF THEN, TEEIR
HEIRS 'AND ASSIGNS, THE FOLLOWING DESCRIBED REAL-ESTATE,

TO~WIT:

LA CZaTAIN TRACT 0R pAacrL CF LAND
AND BEING IN Furasxr Counry, XEnTucky
o T . wirEns or Frs#rve Crzcr, APPROXINAlEL‘
NILES WEST OF SONERSED, AND BEING NORZ
TICULARLY BOUNDED AND DESCRIGED AS FOLLOWS:

£ Sourd SIDE COF THE
CraTs T SIDE OF A PRIVATE
R

ROAD LEADING

FAari; THENCE 5 15-35
- E 274.47 70 4 zr r0 SourH fExTucKY
RECC; tHzwcE ; 845.0' ro £ PIN, CORWER
ro SoUuTrH FE"” i A FRIVATE ROAD LEADING
ro THZ T WITH %‘ID PRIVATE ROAD
Lo N 14-3¢ M 70 rir 47 tHE Cpare LEE
Hosp; THEHCE WITE THE Cmarr LEe ROAD S 75~u7
¥ 250.0' 7o r¥z pEerNvING, AND 3EING 1.56 Acs
zs

E%INJ A PART OF THE PROPEATY CONVEYED TO
- o P
Sovurr Kenrvcry RECT rrox Eris Miy PLEASART 40D

Shbikd
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ROBERT PLEASANT, HER HUERAYD, BY DEED DATED
JunLy 8%, 1861, 48D RECOmDEZD IN DEzp-Boor 236,
piGE 397, Purasxr Souxry Gouvar CLeErx's OrrFrcs,

Fentucky.

AND UNDERSTOOD BETPWEEN HE

THAT SECOND PARTIES SN4aLL HAVE
VILESE T0 OBTAIN WATER FROIN THE
REMAINING LANDu 7 Frasy FARTY UNTIL SUCH TINE
A5 A GENERAL WATER SYSWEN SHA
IN TEE COMMUNITY OR THE PART
MUTUALLY AGR ON AN ALTERVAZ

TO HAVE 4ND TO HOLD THs SAME TOGETHER WITH ALL

THE APPURTENANCES BELONGING THERETO UNTO THE PapTrzs or

THE SECONDIPAFLT, JOINTLY FOR THEIR LIFE-TINE, WITH RE-

MAINDER IN FEE SINPLE TQ TH

THEIR

SURVIVOR OF EITHER OF THZL

[

HEIRS AND 4SSIGNS FOREVER, WITH (GOVENANT oF GENERAL

HARRANTY,

Frasc

[
ey {*AmhaIRSJ ABOVE WRITTEN. %;j
s

IN TESTTMONY WHEREDFR, wITWESS THE SIGNATURE OF

PArTY BY ITS PRESIDENT AND SECRETARY, THIS TF

'

éwcanaay
Soury Kewrvcky R

COUNTY OF PULASKT

ron THE ABOVE (CUNTY AND STATE HERESY CERTIFY THAT

I Tom L. Dedson
s

THE

FOoREGOING DEED 0F Convivanck rrox Sovra KENvucky RURAL

Frezcrnrc COoOPERATIVE CORPORATION WAS THIS DAY PRODUCED TO

xE BY Roy Hawnaw, PrREsrpsyr oF ssip ComrporaTrioNn, 4ND (.
E., SxrrHd, SECRETARY, AND PHAT PHE SEAL AFFIXED TO SAID

, 4 Noranry PUBLIC WITHIN AN

tx

J

i
1
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¢
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LOCATION MAP

Borrower: SOUTH KY. RECC

File No.. 0407--035

Property Address: W. HIGHWAY 80

Case No.: ANDERSON

City: NANCY

State: KY Zip: 42544

lender: SOUTH KY. RECC
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Borrower; SOUTH KY. RECC File No.: 0407--035
Property Address: W. HIGHWAY 80 Case No.: ANDERSON
City. NANCY State: KY Zip: 42544

Lender. SQUTH KY. RECC
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Case No ANDERSON
File No.
FIRREA /USPAP ADDENDUM

Borrower SOUTH KY. RECC

Property Address W. HIGHWAY 80

City NANCY County PULASKI State KY Zip Code 42544

ader/Client SQUTH KY, RECC
rurpose

THE PURPOSE OF THIS REPORT IS TO PROVIDE THE CLIENT AN OPINION OF VALUE WHERE THE BUYER AN SELLER ARE

ACTING PRUDENTLY, IN TERMS OF CASH OR CASH EQUIVALENT, AND THE EXPOSURE IS IN A COMPETITIVE MARKET FOR A

REASONABLE TIME PRIOR TO SALE.

Scope

THE APPRAISER HAS VISITED THE SUBJECT PROPERTY AND VERIFIED EXTERIOR DIMENSIONS. THE SOURCES FOR

COMPARABLE DATA INCLUDE LOCAL PROPERTY VALUE ADMINISTRATORS, COUNTY COURT CLERK RECORDS, PROPERTY

OWNERS, PREVIOUS APPRAISAL FILES, AND MULTIPLE LISTING SERVICES. CHRIS DILLINGHAM, JAMES MAYS, AND KEVIN

DALTON ARE THE FULL TIME DATA RESEARCH PERSONS FOR CHILDERS FINANCIAL SERVICES AND HAVE PROVIDED

SIGNIFICANT PROFESSIONAL ASSISTANCE IN THE DATA VERIFICATION USED IN THIS REPORT.

Intended Use / Intended User

THE INTENDED USER OF THIS REPORT 1S NAMED CLIENT ON PAGE ONE OF THE APPRAISAL REPORT, ANY ASSIGN OR

SUCCUSSOR ANY MANDATED STATE OR FEDERAL COURT OR REGULATORY AGENCY. THE INTENDED USE OF THIS REPORT

IS TO ESTIMATE THE CURRENT MARKET VALUE FOR THE CLIENT TO ASSIST IN POSSIBLE SALE OF SUBJECT PROPERTY.

History of Property

Current listing information: SUBJECT IS NOT CURRENTLY LISTED FOR SALE NOR IS THERE ANY AGREEMENT OF SALE PENDING.

Prior sale: NO PRIOR SALE WITHIN THREE YEARS.

osure Time / Marketing Time

EXPOSURE TIME IS THE LENGTH OF TIME THE PROPERTY WOULD HAVE BEEN OFFERED ON THE MARKET PRIOR TO THE

HYPOTHETICAL CONSUMMATION OF A SALE AT MARKET VALUE ON THE EFFECTIVE DATE OF THE APPRAISAL. MARKETING

TIME 1S THE AMOUNT OF TIME IT MIGHT TAKE TO SELL A PROPERTY INTEREST AT THE CONCLUDED MARKET VALUE LEVEL

AFTER THE APPRAISAL DATE. THE ESTIMATED EXPOSURE AND MARKETING TIMES ARE ESTIMATED AT 3-6 MONTHS.

Personalty (non-realty) Transfers

NONE

Additional Comments

HIGHEST AND BEST USE 1S AS A SINGLE FAMILY RESIDENTIAL SUBDIVISION DUE TO LOCATION.

Certification Supplement

1 This appraisal assignment was not based on a requested minimum valuation, a specific valuation, or an approvat of a loan
2 My compensation is not contingent upen the reporting of a predetermined value or direction in value that favors the cause of the dlient. the amount of the value
estimate, the attainment of a stipulated resuit or the occurrence of a subsequent event

A, er(sy é; / /%/2/;——@’ Supervisary Appraiser(s):
[hel®] ERS

CLIFFORD

Effective date/Repart date: 07/06/2004 Effective date/Report date:

Form FUA This foren was procduced on the £C1 Dovelopment RagigForms systern (809) 234.3727

Shbike
Si-87



ANDERSON

File No 0407--035
APPRAISERS CERTIFICATION:  The Appraiser certifies and agrees that:

1. I'have researched the subject market area and have selected a minimum of three recent sales of properties most similar and proximate
to the subject property for consideration in the sales comparison analysis and have made a dollar adjustment when appropriate to reflect the
market reaction to those items of significant variation. If a significant item in a comparable property is superior to , or more favorable than,
the subject property, | have made a negative adjustment to reduce the adjusted sales price of the comparable and, if a significant item in a
comparable property is inferior to, or less favorable than the subject property, | have made a positive adjustment to increase the adjusted
sales price of the comparable

2 1 have taken into consideration the factors that have an impact on value in my development of the estimate of market value in the
appraisal report. | have not knowingly withheld any significant information from the appraisal report and | believe, to the best of my
knowledge, that all statements and information in the appraisal report are true and correct.

3 | stated in the appraisal report only my own personal, unbiased, and professional analysis, opinions, and conclusions, which are subject
only to the contingent and Limiting Conditions specified in this form

4. I'have no present or prospective interest in the property that is the subject to this report, and | have no present or prospective personal
interest or bias with respect to the participants in the transaction. | did not base, either partially or completely, my analysis and/or the
estimate of market value in the appraisal report on the race, color, religion, sex, handicap, familial status, or national origin of either the
prospective owners or occupants of the subject property or of the present owners or occupants of the properties in the vicinity of the
subject property.

5. 1 have no present or contemplated future interest in the subject property, and neither my current or future employment nor my
compensation for performing this appraisal is contingent on the appraised value of the property

6. | was not required to report a predetermined value or direction in value that favors the cause of the client or any related party,
the amount of the value estimate, the attainment of a specific result, or the occurrence of a subsequent event in order to receive my
compensation and/or employment for performing the appraisal | did not base the appraisal report on a requested minimum valuation, a
specific valuation, or the need to approve a specific mortgage loan

7 | performed this appraisal in conformity with the Uniform Standards of Professional Appraisal Practice that were adopted and
promulgated by the Appraisal Standards Board of The Appraisal Foundation and that were in place as of the effective date of this appraisal,
with the exception of the departure provision of those Standards, which does not apply. | acknowledge that an estimate of a reasonable
time for exposure in the open market is a condition in the definition of market value and the estimate | developed is consistent with the
marketing time noted in the neighborhood section of this report, unless | have otherwise stated in the reconciliation section

8. | have personally inspected the subject property and the exterior of all properties listed as comparables
in the appraisal report | further certify that | have noted any apparent or known adverse conditions in the subject improvements, on the
subject site, or on any site within the immediate vicinity of the subject property of which | am aware and have made adjustments for these
adverse conditions in my analysis of the property value to the extent that | had market evidence to support them | have also commented
about the effect of the adverse conditions on the marketability of the subject property

9 | personally prepared all conclusions and opinions about the real estate that were set forth in the appraisal report. If | relied on
significant professional assistance from any individual or individuals in the performance of the appraisal or the preparation of the appraisal
report, | have named such individual(s) and disclosed the specific tasks performed by them in the reconciliation section of this appraisal
report. | certify that any individual so named is qualified o perform the tasks | have not authorized anyone to make a change to any itemin
the report; therefore, if an unauthorized change is made to the appraisal report, | will take no responsibility for it

SUPERVISORY APPRAISER'S CERTIFICATION:  Ifa supervisory appraiser signed the appraisal report, he or she certifies
and agrees that: | directly supervise the appraiser who prepared the appraisal report, have reviewed the appraisal report, agree with the
statements and conclusions of the appraiser, agree to be bound by the appraiser’s certifications numbered 4 through 7 above, and am taking
full responsibility for the appraisal and the appraisal report

ADDRESS OF PROPERTY APPRAISED: W. HIGHWAY 80, NANCY, KY, 42544

APPRAISER: SUPERVISORY APPRAISER (only if required)
Signature: M ///% Signature:

Name: CLIFFOR@ZA. CHILDERS Name:

Date Signed: 07/06/2004 Date Signed:

State Certification # CERTIFIED GENERAL State Certification #:

or State License # 0615 or State License #:

State: KY State:

Expiration Date of Certification or License: 06/30/2005 Expiration Date of Certification or License:

D Did G Did Not Inspect Property

COMPLETE APPRAISAL - SUMMARY REPORT
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ANDERSON

File No 0407--035
DEFINITION OF MARKET VALUE:  The most probable price which a property should bring in a competitive and open market
under all conditions requisite to a fair sale, the buyer and seller, each acting prudently, knowledgeably and assuming the price is not
affected by undue stimulus. Implicit in this definition is the consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby: (1) buyer and seller are typically motivated; (2) both parties are well informed or well advised,
and each acting in what he considers his own best interest; (3) a reasonable time is allowed for exposure in the open market: (4) payment
is made in terms of cash in U.S. dollars or in terms of financial arrangements comparable thereto; and (5) the price represents the normal
consideration for the property sold unaffected by special or creative financing or sales concessions® granted by anyone associated with the
sale

“Adjustments to the comparables must be made for special or creative financing or sales concessions. No adjustments are necessary for
those costs which are normally paid by seilers as a result of tradition or law in a market area; these costs are readily identifiable since the
seller pays these costs in virtually all sales transactions. Special or creative financing adjustments can be made to the comparable property
by comparisons to financing terms offered by a third party institutional lender that is not already involved in the property or transaction Any
adjustment should not be calculated on a mechanical dollar for dollar cost of the financing or concession but the dollar amount of any
adjustment should approximate the market's reaction to the financing or concessions based on the Appraiser's judgment

STATEMENT OF LIMITING CONDITIONS AND APPRAISER'S CERTIFICATION

CONTINGENT AND LIMITING CONDITIONS:  The appraiser's certification that appears in the appraisal report is subject to the
following conditions:

1. The appraiser will not be responsible for matters of a legal nature that affect either the property being appraised or the title to it The
appraiser assumes that the title is good and marketable and, therefore, will not render any opinions about the title The property is appraised
on the basis of it being under responsible ownership.

2. The appraiser has provided a sketch in the appraisal report to show approximate dimensions of the improvements and the sketch is
included only to assist the reader of the report in visualizing the property and understanding the appraiser's determination of its size.

3 The appraiser has examined the available flood maps that are provided by the Federal Emergency Management Agency (or other data
sources) and has noted in the appraisal report whether the subject site is located in an identified Special Flood Hazard Area. Because the
appraiser is not & surveyor, he or she makes no guarantees, express or implied, regarding this determination

4. The appraiser will not give testimony or appear in court because he or she made an appraisal of the property in question, unless specific
arrangements to do so have been made beforehand.

5. The appraiser has estimated the value of the land in the cost approach at its highest and best use and the improvements at their
contributory value. These separate valuations of the land and improvements must not be used in conjunction with any other appraisal and
are invalid if they are so used

6 The appraiser has noted in the appraisal report any adverse conditions (such as, needed repairs, depreciation, the presence of hazardous
wastes, toxic substances, etc ) observed during the inspection of the subject property or that he or she became aware of during the normal
research involved in performing the appraisal. Unless otherwise stated in the appraisal report, the appraiser has no knowiedge of any hidden
or unapparent conditions of the property or adverse environmental conditions (including the presence of hazardous wastes, toxic

substances, etc. ) that would make the property more or less valuable, and has assumed that there are no such conditions and makes no .

guarantees or warranties, express or implied, regarding the condition of the property The appraiser will not be responsible for any such
conditions that do exist or for any engineering or testing that might be required to discover whether such conditions exist Because the
appraiser is not an expert in the field of environmental hazards, the appraisal report must not be considered as an environmental assessment
of the property

7. The appraiser obtained the information, estimates, and opinions that were expressed in the appraisal report from sources that he or she
considers to be reliable and believes them to be true and correct. The appraiser does not assume responsibility for the accuracy of such
items that were furnished by other parties

8 The appraiser will not disclose the contents of the appraisal report except as provided for in the Uniform Standards of Professional
Appraisal Practice

9 The appraiser has based his or her appraisal report and valuation conclusion for an appraisal that is subject to satisfactory completion,
repairs, or alterations on the assumption that completion of the improvements will be performed in a workmanlike manner

10 The appraiser must provide his or her pricr written consent before the lender/fclient specified in the appraisal report can distribute the
appraisal report (including conclusions about the property value, the appraiser's identity and professional designations, and references to
any professional appraisal organizations or the firm with which the appraiser is associated ) to anyone other than the borrower, the
mortgagee or its successors and assigns; the mortgage insurer; consultants; professional appraisal organizations, any state or federally
approved financial institution; or any department, agency, or instrumentality of the United States or any state or the District of Columbia;
except that the lender/client may distribute the property description section of the report only to data collection or reporting service(s}
without having to obtain the appraiser's prior written consent. The appraiser's written consent and approval must also be obtained before
the appraisal can be conveyed by anyone to the public through advertising, public relations, news, sales, or other media

Vacant Land Page 1of 2
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COMPA

rBorrower: SOUTH KY. RECC 0407--038

Property Address: W, HIGHWAY 80 .. ANDERSON

City: NANCY. State. K/ Zip. 42544

Lender: SOUTH KKY. RECC

COMPARABLE SALE #1

STYLESVILLE ROAD
SOMERSET

Sale Date: /2004
Sale Price. $ 320,000

2

COMPARABLE SALE #

HIGHWAY 781
NANCY

Sale Date: 02/13/2003
Sale Price. $ 350,000

COMPARABLE SALE#3

OLD MILL SPRINGS ROAD
NANCY

Sale Date. 01/14/2004

Sale Price. $ 500,000

Snibitb
B8 7



Borrower: SOUTH KY. RECC

0407--035

Property Address. W. HIGHWAY 80

o ANDERSON Edhibit-6

|t
2]

City: NANCY

Lender. SOUTH KY. RECC

f
Zip: 42544 ‘t gS’g ;7

WEST TO EAST

NORTH TO SOUTH

SOUTH TOWARD SARDIS ROAD



Borrower: SOUTH KY. RECC

Ho..  0407--035

Property Address; W. HIGHWAY 80

0., ANDERSON

City: NANCY

Zip. 42544

Lender; SOUTH KY. RECC

NORTHEAST TO SOUTHWEST

ALONG FRT VIEW

NORTHWEST TO SOUTHEAST

Sxhibik 6
%87



JBL D PR ER T ot ; U4
Borrower. SOUTH KY. RECC Fle Mo, 0407--035
Property Address; W. HIGHWAY 80 Case No. ANDERSOM cgj’j)i bik ¢
City: NANCY Siate. K/ Zip: 42544 . '
Lender: SOUTH KY. RECC | 8«}7’ % 7

FRONT VIEW OF
SUBJECT PROPERTY

Appraised Date: July 6, 2004
Appraised Value: § 450,000

REAR VIEW OF
i SUBJECT PROPERTY
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RED FLAG RULES

On October 31, 2007 a Joint Committee of the OCC, Federal Reserve Board, FDIC, OTS,
NCUA and the Federal Trade Commission authorized legislation which became Section 114 of
the Fair and Accurate Credit Transaction Act of 2003 (FACTA) also known as the Red Flag
Rules. This section requires that all organizations subject to the legislation develop and
implement a written “Identity Theft Prevention Program” to detect, prevent and mitigate identity
theft in connection with the opening of certain new and existing accounts.

The legislation is found at 15 USCA 1681 et seq. The Red Flags Rule is published at 16

C.F.R. Section 681.2.

Page 1 of 1 pages
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Dock Bumper|Atias Total Package $301.00 $301.00 $300.00
Division Twelve
Floor Mats|Atlas Total Package $2,925.00 $2,925.00 $3,000.00
C/S Group Total Package $3,872.00
Kadee Industries Total Package $3,985.00
Roller Shades|Dixie Lite-Trol Company Total Package $44,240.00 $44,240.00 $45,000.00
Division Thirteen
Office, Maintence building|G&G Contracting Co Total Package $1,156,577.00 $1,234,903.00 $1,100,000.00
Ceco Building Systems Material Only $852,261.00
(Fleet Canopy excluded by DW)
Division Fourteen
Conveying Systems|D-C Elevator Company Total Package $44,590.00 $44,590.00 $45,000.00
Division Fifteen
Mechanical| Foster Heating Total Package $2,429,570.00 $2,429,570.00 $2,250,000.00
FRET Plumbing Total Package $2,546,650.00
Epperson Incomplete Package $2,654,831.00
(added outside package 335,330)
Fire Protection|Rough Estimate Total Package $2,929,570.00 $500,000.00 $500,000.00
{budget number only: design not complete)
Division Sixteen
Electrical |{Diamond Electrical Inc Total Package $1,874,132.00 $1,874,132.00 $1,700,000.00
Fayette Electrical Service Total Package $2,050,420.00
F.1.E Electrical Inc Incomplete Package $1,625,675.00
{Incomplete light package)

Bond/Insurance

$288,577.00

$265,000.00

Design Fee's

$883,240.00

$830,000.00

5% Contractor's Fee

$909,577.00

$850,000.00

Total Budget

$18,523,430.00

$17,252,750.00

5% Contingency

$866,264.00

$862,000.00
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PATA pocument A141"- 2004
Standard Form of Agreement Between Owner and Design-Builder
AGREEMENT made as of the
in the year of
{In words, indicate day, month and year)
BETWEEN the Owner:
{Name, address and other information) o
South Kentucky RECC ) This document has Important
925-929 N. Main Street legat consequences.
Somerset, Kentucky 42503 f)onsultaﬂon wstt‘w an attorney
is encouraged with respect to
606-678-4121 its comptelion or modification.

Consultation with an attorney is
also encouraged with respect fo
professional icensing
requirements in the jurisdiction

g whers tha Project Is located.
and the Design-Builder: =

(Name, address and other information)

D. W. Wilburn, Inc.
153 Blue Sky Parkway -
Lexington,” Kentucky 40509

859-263-2720

For the following Project:

(Name, location and detailed description)
South Kentiicky RECC
Somerset Office

Somerset, Kentucky 42503

The Owner and Design-Builder agree as follows.

AlA Document A141™- 2004. Copyright © 2004 by The Amerlcan Institule of Architects, All rights reserved. WARNING: This AIA® Document Is
protected by U.S. Copyright Law and International Treaties. Unauthorized reproduction or distsibution of this AIAS Document, or any portion of 1
It, may result in severe civil and criminal penalties, and will bs prosecuted to the maximum extent possible under the law. Puichasers are

permitled to reproduce ten (10} coples of this document when completed. To report copyright violations of AIA Gontract Documents, e-mall The American
Institute of Archilacts’ legal counsel, copyright@ala.org.
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TABLE OF ARTICLES
1 THE DESIGN-BUILD DOCUMENTS

2 WORK OF THIS AGREEMENT

3 DATE OF COMMENCEMENT AND SUBSTANTIAL COMPLETION
4 CONTRACTSUM

5 PAYMENTS

6  DISPUTE RESOLUTION [

7 MISCELLANEOUS PROVISIONS )
8 ENUMERATION OF THE DESIGN-BUILD DOCUMENTS
TABLE OF EXHIBITS

A TERMS AND CONDITIONS
B DETERMINATION OF THE COST OF THE WORK

c INSURANGE AND BONDS LT

ARTICLE1 THE DESIGN-BUILD DOCUMENTS

§ 1.1 The Design-Build Documents forni the Design-Build Contract. The Design-Build Documents consist of this
Agreement between Owner and Design-Builder (hereinafter, the “Agreement”) and jts dftached Exhibits;
Supplementary and other Conditions; Addenda issued prior to execution of the Agreement; the Project Criteria,
including changes to the Project Criteria proposed by the Design-Builder and accepted by the Owner, if any; the
Design-Bnilder's Proposal and written modifications to the Proposal accepted by the Owner, if any; other documents
listed in this Agreement; and Modifications issued after execution of this Agreement, The Design-Build Documents
shall not be construed to create a contractual relationship of any kind (1) between the Architect and Owner, (2) between
the Owner and a Contractor or Subcontractor, or (3) between any persons or entities other than the Owner and Design-
Builder, including but not limited to any consultant retained by the Owner to prepare or review the Project Criteria. An
enurneration of the Design-Build Documents, other than Modifications, appears in Afticle 8.

§ 1.2 The Design-Build Contract represents the entire and integrated agreement between the parties hereto and
supersedes prior negotiations, representations or agreements, either written or oral.

§ 1.3 The Design-Build Contract may be amended or modified only by a Modification. A Modification is (1) a written
amendment to the Design-Build Contract signed by both parties, (2) a Change Osder, (3) a Construction Change
Directive or (4) a written order for a minor change in the Work issned by the Owner,

ARTICLE 2 THE WORK OF THE DESIGN-BUILD CONTRACT
§ 2.1 The Design-Builder shall fully execute the Work described in the Design-Build Documents, except to the extent

specifically indicated in the Design-Build Documents to be the responsibility of others.

ARTICLE 3 DATE OF COMMENGEMENT AND SUBSTANTIAL COMPLETION
§ 3.1 The date of commencement of the Work shall be the date of this Agreement unless a different date is stated below or

provision is made for the date to be fixed in a notice issued by the Owner.
(Insert the date of commencement if it differs from the date of this Agreement or, if applicable, state that the date will be

fixed in a notice to proceed. )

AlA Document A1417- 2004, Copyright ©® 2004 by The American Institute of Architects, All rights reserved. WARNING: This AIA® Document Is

protected by U.S. Copyright Law and International Treatles. Unauthorized reproduction or diskibution of this AIA® Document, or any portion of ]
it, may result in severe civil and criminal penalties, and will be prosecuted to the meximum exient possible under the law, Purchasars are

penmilted 1o reproduce ten (10) copies of this document when completed. To report copyright violations of AIA Contract Documents, e-mall The American

Institute of Architecls’ legal counsel, copyright@aia.org.
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If, prior to the commencement of Work, the Owner requires time to file mortgages, documents related to mechanic’s liens
and other security interests, the Owner’s time requirement shall be as follows:
(Insert Owner’s time requirenents.)

To be determined

§ 3.2 The Contract Time shall be measured from the date of commencement, subject to adjustments of this Contract Time

as provided in the Design-Build Documents.
(Insert provisions, if any, for liguidated damages relating to failure to complere on tzme or for bonus payments for early

completion of the Work.)

Not applicable

§ 3.3 The Design-Builder shall achieve Substantial Completion of the Work not later than days from the

date of commencement, or as follows:
(Insert number of calendar days. Alternatively, a calendar date may be used when coordinated with the date of
commencement. Unless stated elsewhere in the Design-Build Documents, insert any requirements for earlier Substantial

Completion of certain portions of the Work.)
To be determined upon and at completion of plans

ARTICLE 4 CONTRACT SUM-
§ 4.1 The Owner shall pay the Design-Builder the Contract Sum in current funds for the Design-Builder’s performance of

the Design-Build Contract. The Contract Sum shall bé one of the following;
{Check the appropriate box.)

| Stipulated Sum in accordance with Section 4.2 below;
[] Cost of the Work Plus Design-Builder’s Fee in accordance with Section 4.3 below;

Cost of the Work Plus Design-Builder’s Fee with a Guaranteed Maximum Price in accordance
with Section 4.4 below.

(Based on the selection above, complete either Section 4.2, 4.3 or 4.4 below.)

§ 4.2 STIPULATED SUM .
§ 4.2.1 The Stipulated Sum shall be Dollars ($ ), subject to
additions and deductions as provided in the Design-Build Documents.

N/A
§4.2.2 The Stipulated Sum is based upon the following alternates, if any, which are described in the Design-Build
Documents and are hereby accepted by the Owner:

N/A
§ 4.2.3 Unit prices, if any, are as follows:

N/A

§ 4.2.4 Allowances, if any, are as follows:
(Identify and state the amounts of any allowances, and state whethey they include labor, materials, or both.)

N/A

AIA Document A141™. 2004. Copyright ® 2004 by The American Institute of Architects. All rights reserved. WARN!NG This AA® Document is

prolected by U.S. Copyright Law and Internztional Treatles. Unaulhorlzed reproductlon or distribution of this AIA® Document, or any portion of 3
It, may result in savere civil and criminal penalties, and will bs prosecuted to the maximum extent possible under the law, Purchasers are

permitted to reproduce ten (10} coples of this document when completed. To report copyright violations of AIA Conlract Documents, e-mall The American

Institute of Architects’ legal counsel, copyright@ala.org.
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§4.2.5 Assumptions or qualifications, if any, on which the Stipulated Sum is based, are as follows:

N/A

§ 4.3 COST OF THE WORK PLUS DESIGN-BUILDER'S FEE
§4.31 The Cost of the Work is as defined in Exhibit B.

§IH 4 The Design-Builder’s Fee is: o

(State a lump sum, percentage of Cost of the Work or other provision for a'etermmzr g'fhe Design-Builder’s Fee and the
method of adjustment to the Fee for changes in the Work.) o

N/A

§ 4.4 COST OF THE WORK PLUS DESIGN-BUILDER'S FEE WITH A GUARANTEED MAXIMUM PRICE
§ 4.4.1 The Cost of the Work is as defined in Exhibit B, plus the Design-Builder’s Fee.

§4.4.2 The Design-Builder’s Fee is: -.
(State a lump sum, percentage of Cost of the Work or other provision for determining the Design-Builder’s Fee and the
method of adjustment to the Fee for changes in the Work.) Five percent of contractors cost

including design fees (excludes all costs such. aszofflce related costs/over-

head). Total %:n A)?ect cost is to be detennineg estimates for total job cost

§4.43 GUARANTEED MU PRICE M@&m 1ans total job cost
§4.4.3.1 The sum of the Cost of the Wo ExiE d%@cidﬁ? Eéﬁ?sﬁgn-Buﬂder not to exceed
Dollars ($ ), subject to additions and | ﬁeducnons by changes in the Work as provided in the Desxgﬁ’Bmld

Documents. Such maximum sum is referred to:in ’h&Desxgn Build Documents as the Guaranteed Maximum’l Pnce Costs
which would cause the Guaranteed MaXImﬁm Tirice to be exceeded shall be paid by the Design- Bu11der‘ Wxghou?
reimbursement by the Owner. = _

(Insert spetific provisions if the Design

siFl

-ﬁuzlder is to participate in any savings.)

To be determined

§ 4.4.3.2 The Guaranteed Maximum Price is based on the following altemates xf any, which are described in the Design-
Build Documents and are hereby accepted by the Owner: '

Not "applicable at this time

§ 4.4.3.3 Unit Prices, if any, are as follows:

Not appllcable at this time

§4.4.3.4 Allowances, if any, are as follows:
(Identify and state the amounts of any allowa

Not applicable at this kil

‘.nl-

5"

§4.4.3.5 Assumptions, if ariy,"ob Whlch the Guaranteed Maximum Price is based, arg ay, fo‘ll WS
(Identify the assumptzan .on shich the Guaranteed Maximum Price is based ) . L

Not appllcable at this time

AlA Documen? Al411-- 2004, Copyright © 2004 by The Amarican Institute of Architects, Al rlghts reserved, WARNINC Tivis AIA®Document is
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§ 4.5 CHANGES IN THE WORK
§ 4.5.1 Adjustments of the Contract Sum on account of changes in the Work may be determined by any of the methods

listed in Article A.7 of Exhibit A, Terms and Conditions.

§4 5 2 Where the Contract Sum is the Cost of the Work, with or without a Guaranteed Maximum Price, and no specific
provxsxon is made in Sections 4.3.2 or 4.4.2 for adjustment of the Design-Builder’s Fee in the case.of;Changes in the Work,
or if the extent of such changes is such, in the aggregate, that application of the adjusmentwﬂl;ggje substantial inequity
- tothe Owner or Desxgn-Buﬂder, the Design-Builder’s Fee shall be equltably adjusted orr’the basis of the Fee established

Des1gn-Bu1lder, the Owner shall make
progress payments on account of the Contract Sum to the Desxgn-Buﬂder as provided below and elsewhere in the Design-
Build Documents.

§5.1.2 The period covered by each Application for Payment shall be one calendar month ending on the last day of the
mc_mth, or as follows: -

§ 5.1.3 Provided that an Application for Payment is received not later than the 1st day of month, the Owner
sha]l miake payment to the Design-Builder not later than the 1st ,_*: xday of the follow month. If an
Application for Payment is received by the Owner after the apphcatmn late fixed above, payment shall be made by the
Owner not later than days after the Ownerrecewes the Application for Payment.

0 oc,q *.\,»on o:mm r«o». Mw u,ﬁr o.r
«.c«an@a w} M ETRI s (-o"'

§ 5 1 5 Wlth each Apphcahon for Payment where the Contract Sum is based u‘"@ a. Supu]ated Sum or Cost of the Work
with a Guaranteed Maximum Price, the Design-Builder shall submit the most fecent schedule of values in accordance with
the Design-Build Documents. The schedule of values shall allocate the entire Contract Sum among the various portions of
the Work. Compensation for design services shall be shown separately. Where the Contract Sum is based on the Cast of
the Work with a Guaranteed Maximum Price, the Design-Builder's Fee shall be shown separately. The schedule of values
shall be prepared in such form and supported by such data to substantiate its accuracy as the Owner may require. This
schedule of values, unless objected to by the Owner, shall be used as a basis for reviewing the Design-Builder’s
Applications for Payment.

§ 5.1.6 In taking action on the Design-Builder’s Applications for Payment, the Owner shall be entitled to rely on the
accuracy and completeness of the information furnished by the Design-Builder and shall not be deemed to bave made a
detailed examination, audit or arithmetic verification of the documentation submitted in accordance with Sections 5.1.4 or

5.1.5, or other supporting data; to have made exhaustive or continuous on-site inspections; or to have made examinations to
ascertain how or for what purposes the Design-Builder has used amounts previously paid on account of the Agreement.
Such examinations, audits and verifications, if requned by;he @wner, will be performed by the Owner’s accountants
actmg in the sole interest of the Owner. o e

S Tl
§6. 2 1 Applications fof Payment where the Contract Sum is based upon a Stipulatéd.Stim shall indicate the percentage of
completion of each portion of the Work as of the end of the period covered by ﬁle Application for Payment.

AlA Document A141T4- 2004. Copyright © 2004 by The American institute of Architects, All rights reserved. WARNING This AlA® Document is
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§ 5.2.2 Subject to other provisions of the Design-Build Documents, the amount of each progress payment shall be
computed as follows:

1 Take that portion of the Contract Sum properly allocable to completed Work as determined by
multiplying the percentage completion of each portion of the Work by the share of the Contract Sum
allocated to that portion of the Work in the schedule of values, less retainage of
percent ( 5 %) on the Work, other than services provided by design professionals and other
consultants retained directly by the Design-Builder. Pending final determination of cost to the Owner of
Changes in the Work, amounts not in dispute shall be included as prov1ded in Section A.7.3.8 of Exhibit
A, Terms and Conditions;

2 Add that portion of the Contract Sum propexly allocable to materials ind equipment delivered and
suitably stored at the site for subsequent incorporation in the completed construction (or, if approved in
advance by the Owner, suitably stored off the site at a Iocation agreed upon in writing), less retainage of
percent( 5 %) ‘

3 Subtract the aggregate of previous payments made by the Owner; and

4 Subtract amounts, if any, for which the Owner has withheld payment from or nullified an Application for
Payment as provided in Section A.9.5 of Exhibit A, Terms and Conditions.

'§ 5,2.3 The progress payment amount determined in accordance with Section 5.2.2 shall be further modified under the
following circumstances:

.1 add, upon Substantial Completion of the Work, a sum sufficient to increase the total payments to the full
amount of the Contract Sum, less such amounts as the Owner shall determine for incomplete Work,
retainage applicable to such work and unsettled claims; and
(Section A.9.8.6 of Exhibit A, Terms and Conditions requires release of applicable retainage upon
Substantial Completion of Work with consent of surety, if any.)

.2 add, if final completion of the Work is thereafter materially delayed through no fault of the Design-
Builder, any additional amounts payable in accordance with Section A.9.10.3 of Exhibit A, Terins and
Conditions.

§ 5.2.4 Reduction or limitation of refainage, if any, under Section 5.2.2 shall be as follows:-

(If it is intended, prior to Substantial Completion of the entire Work, to reduce or limit the retainage resulting from the
percentages inserted in Sections 5.2.2.1 and 5.2.2.2 above, and this is not explamed elsewhere in the Design-Build
Documents, insert here provisions for such reduction or limitation.)

Reductions are to be made based on cost to complete.

§ 5.3 PROGRESS PAYMENTS - COST OF THE WORK PLUS A FEE

§ 5.3.1 Where the Contract Sum is based upon the Cost of the Work plus a fee without a Guaranteed Maximum Price,
Applications for Payment shall show the Cost of the Work actually incurred by the Design-Builder throngh the end of
the period covered by the Application for Payment and for which Design-Builder has made or intends to make actual
payment prior to the next Application for Payment.

§ 5.3.2 Subject to other provisions of the Design-Build Documents, the amount of each progress payment shall be
computed as follows:

A Take the Cost of the Work as described in Exhibit B;

2 Add the Design-Builder’s Fee, less retainage of N/a ( % ). The Design-
Builder’s Fee shall be computed upon the Cost of the Work described in the preceding Section 5.3.2.1 at
the rate stated in Section 4.3.2; or if the Design-Builder’s Fee is stated as a fixed sum in that section, an
amount which bears the same ratio to that fixed-sum Fee as the Cost of the Work in the preceding section
bears to a reasonable estimate of the probable Cost of the Work upon its completion;

.3 Subtract the aggregate of previous payments made by the Owner; ‘

A4 Subtract the shortfall, if any, indicated by the Design-Builder in the documentation required by Section
5.1.4 of fesulting from errors subsequently discovered by the Owiier's accountants in such
documentdtion; and

5 Subtract amounts, if any, for which the Owner has withheld or withdrawn a Certificate for Payment as
provided in the Section A.9.5 of Exhibit A, Terms and Conditions.
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§ 5.3.3 Retainage in addition to the retainage stated at Section 5.3.2.2, if any, shall be as follows:

N/a

§ 5.3.4 Except with the Owner's prior approval, payments for the Work, other than for services provided by design
professionals and other consultants retained directly by the Design-Builder, shall be subject {0 yefainage of not less than
N/A ( %). The Owner and Design-Builder shall agree on a mutually acceptable procedure
for'review and approval of payments and retention for Contractors.

§ 5.4 PROGRESS PAYMENTS - COST OF THE WORK PLUS A FEE WITHA GUARANTED MAXIMUM PRICE

§ 5.4.1 Applications for Payment where the Contract Sum is based upon the Cost of the Work Plus a Fee with a Guaranteed
Maximum Price shall show the percentage of completion of each portion of the Work as of the end of the period covered
by the Application for Payment. The percentage of completion shall be the lesser of (1) the percentage of that portion of the
‘Work which has actually been completed; or (2) the percentage obtained by dividing (a) the expense that has actually been
incurred by the Design-Builder on account of that portion of the Work for which the Design-Builder has made or intends to
make actual payment prior to the next Application for Payment by (b) the share of the Guaranteed Maximum Price
allocated to that portion of the Work in the schedule of values.

§ 54.2 Subject to other provisions of the Design-Build Documents, the amount of each progress payment shall be
computed as follows: '

1 Take that portion of the Guaranteed Maximum Price propérly allocable to completed Work as
determined by multiplying the percentage of completion of each portion of the Work by the share of the
Guaranteed Maximum Price allocated to that portion of the Work in the schedule of values. Pending final
determination of cost to the Owner of changes in the Work, amounts not in dispute shall be mcluded as
provided in Section A.7.3.8 of Exhibit A, Terms and Conditions;

2 Add that portion of the Guaranteed Maximum Price properly allocable to materials and egulpment
delivered and suitably stored at the site for subsequent incorporation in the Work, or if approved in
advance by the Ownér, suitably stored off the site at a location agreed upon in wntmg,

3 Add the Design-Builder’s Fee, less retainage of five percent ( 5 %).TheDesign-
Builder’s Fee shall be computed upon the Cost of the Work described in the two precedmg sections at
the rate stated in Section 4.4.2 or, if the Design-Builder’s Pee is stated as a fixed sum in that section,
shall be an amount that bears the same ratio to that fixed-sum fee as the Cost of the Work in the two
preceding sections bears to a reasonable estimate of the probable Cost of the Work upon its completion;

4 Subtract the aggregate of previous payments made by the Owner;

5 Subtract the shortfall, if any, indicated by the Design-Builder in the documentation required by Section
5.1.4 to substantiate pnor Applications for Payment, or resulting from errors subsequent]y discovered by
the Owner's accountants in such documentation; and

6 Subtract amounts, if any, for which the Owner has withheld or nullified a Certificate for Payment as
provided in Section A.9.5 of Exhibit A, Terms and Conditions.

§ 5.4.3 Except with the Owner's prior approval, payments for the Work, other than for services provided by design

professionals and other consultants retained directly by the Design-Builder, shall be subject to retainage of not less than
Zero (0 %). The Owner and Design-Builder shall agree on a mutually acceptable procedure

for review and approval of payments and retention for Contractors.

§ 5.5 FINAL PAYMENT

§ 5.5.1 Final payment, constituting the entire unpaid balance of the Contract Sum, shall be made by the Qwner. to the

Design-Builder no later than 30 days after the Design-Builder has fully performed the Design-Build Contract, including the

requirements in Section A.9.10 of Exhibit A, Terms and Conditions, except for the Design- -Builder’s ‘responsibility to

correct non-conforming Work d1scovered after final payment or to satisfy other requu'ements 1f any, . which extend beyond

final payment.
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ARTICLE6 DISPUTE RESOLUTION
§ 6.1 The parties appoint the following individual to serve as a Neutral pursuant to Section A.4.2 of Exhibit A, Terms and
Conditions:

(Insert the name, address and other information of the individual to serve as a Neutral. If the parties do not select a
Neutral then the provisions of Section A.4.2.2 of Exhibit A, Terms and Conditions, shall apply, )

Local courts

§ 6.2 If the parties do not resolve their dispute through mediation Eursuant S tion A.4.3 of Exhibit A, Terms and
-Conditions, the method of binding dispute resolution shall be m&fdﬂowmg

(If the partiés do not select a method of binding dispute resolufion; then the method of binding dzspute resolution shall be
by litigation in a court of competent jurisdiction.)

(Check one.) F
[:] Arbi&alion pursuant to Section A.4.4 of Exhibit A, Terms and Conditions -
[¥ Litigation in a court of competent jurisdiction
[ Other (Specify)

§6.3 ARBITRATION o

§ 6.3.1 If Arbitration is selected by the parties as: tﬁc_*, method of binding dispute resolution, then any claun;dxspute or other
matter in question arising out of or related-t ’thxs=Agreement shall be subject to arbitration as prov1ded dSe,cuon Ad4of

Exhibit A, Terms and Conditions.

=
4

ARTICLE 7 MISCELLANEOUS PROVISIONS . K
§ 7.1 The Architect, other design professionals and consultants engaged by the D igT der shall be persons or entities
duly licensed to practice their professions in the jurisdiction where the Pro_]ecg: ; Eatéd and are listed as follows:
(Insert name, address, license number, relationship to Design-Builder and other mfannatzon )

Tate Hill Jacobs Architects

John L Carman & Associates

Brown + Kubican PSC

GRW Enlglneers Inc.
§ 7.2 Consultants, if any, engaged directly by the Owner, their professions and responsibilities are listed below:

(Insert name, address, license number, if applicable, and responsibilities to Owner and other information. )

None

§ 7.3 Separate contractors, if any, engaged directly by the Owner, their trades and responsibilities are listed below:
(Insert name, address, license number, if applicable, responsibilities to Owner and other information.)

None at this time

§ 7.4 The Owner’s Designated Rep);csent ative is:
{Insert name, address and ot 2 ormatzon )

Allen Anderson s

925-929 N. Main'Street

Somerset, Kentucky 42503
§ 7.4.1 The Owner’s Designated Representative identified above shall be authorized to act on the Owner’s behalf with
respect to the Project.
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§ 7.5 The Design-Builder’s Designated Representative is:
(Insert name, address and other information.)

Doug Wilburn

153 Blue Sky Parkway

ILexington, Kentucky 40509

§ 7.5.1 The Design-Builder’s Designated Representative identified above shall be authongcd'to adton the Design-
Builder’s behalf with respect to the Project.

notlce to the other party.

§ 7.7 Other provisions:

None

§ 7.7.1 Where reference is made in this Agreement to a provision of another Design-Build Document, the reference
refers to that provision as amended or supplemented by other provisions of the Design-Build Documents.

§ 7.7.2 Payments due and unpald under the Design-Build Contract shal bear interest from the date payment is due at the
rate stated below, or in the absence thereof, at the Jegal rate ptevadmg g from time to fime at the place where the Project

is located.
(Insert rate of interest agreed upon, ifany.)

Six percent (6%)

and other regulations at the ()wner 5 and Deszgn-Bmla’er s prmcrpal places af business, the: ,{ocatzon of the Project and
elsewiiere may affect the validity of this provision. Legal advice should be obtained wi pect to deletions or
modgﬁcatmns and also regarding requirements such as written disclosures or waiv

ARTICLE 8 ENUMERATION OF THE DESIGN-BUILD DOCUMENTS 5
§ 8.1 The Design-Build Documents, except for Modifications issued after execution of this Agreement, are enumerated

as follows:

§'%?I.P?hed %E%%g?g this executed edition of the Standard Form of Agreement Between Owner and Design-Builder,
AIA Document A141-2004. )

§ 6.1.2 The Supplementary and other Conditions of the Agreement, if any, are as follows:
(Either list applicable documents below or refer to an exhibit attached to this Agreement.)

See Attachment I

§ 8.1.3 The Project Criteria, mcludmg changes to the Pro;eét Cntena proposed by the Design-Builder, if any, and

§8.1.4The Desngn-Buildg‘ir’s Proposal dated , consists of the follo%vmg “
(Either list applicable documents below or refer to an exhibit attached to rhts Agfeement )

Not applicable
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§ 8.1.5 Amendments to the Design-Builder’s Proposal, if any, are as follows:
(Either list applicable documents below or refer to an exhibit attached to this Agreement.)

Not applicable

§ 8.1.6 The Addenda, if any, are as follows: S
(Either list applicable documents below or refer to an exhibit attached to this Agreement )

None

§ 8.1.7 Exhibit A, Terms and Conditions.
(If the parties agree to substitute terms and conditions other than those contained in AIA Document A141-2004, Exhibit A,

Terms and Conditions, then identify such terms and conditions and attach to this Agreement as Exhibit A.)
See attached schedule of design fees to be paid as applicable by percentage
as noted on the schedule (Attachment T)

§ 8.1.8 Exhibit B, Determination of the Cost of the Work, if applicable.
(If the parties agree to substitute a method to determine the Cost of the Work other than that contained in AIA Document

A141-2004, Exhibit B, Determination of the Cost of the Work, then identify such other method to determine the Cost of the
Work and attach to this Agreement as Exhibit B. If the Contract Sum is a Stipilated Sum, then Exhibit B is not applicable.)
Cost of work to be determined thru competetive subcontractor bidding and
in house estimates on work to be self-performed on concrete, carpentry,

doors and hardware.

§ 8.1.9 Exhibit C, Insurance and Bonds, if applicable. .

(Complete AIA Document A141-2004, Exhibit C, Insurance and Bonds or indicate “not applicable.")
Design/Builder will furnish 100% Payment and Performance bonds for the
amount of contractors work, when amounts are established. Des:Lgn/Bullder
to furnish builders risk and General Liability Insiitance prior to start

of work.
§ 8.1.10 Other documents, if any, forming part of the Design-Build Documents are as follows:
(Either list applicable documents below or refer to an exhibit attached to this Agreement.)

Attachment #2 -~ Example of Bid Tabulation format
Attachment #3 - Example of Estimation Detail Sheet format
Attachment #4 - Example of Schedule of Values Breakdown format

This Agreement is entered into as of the day and year first written above and is executed in at least three original
copies, pfywhich one is to be delivered to the Design-Builder and one to the Owner.

OWNER (Signature) T DESIGK-BUIDER (S7gnature)
Allen Anderson, President & CEO Doug Wilburn, President
(Printed name and title) (Printed name and title)

CEUTION: You should sign an original A1A Contract Document, on which this text appsars In RED. An orlginal assures that
changes will not ba ohscured,
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Terms and Conditions

for the following PROJECT:
(Name and location or address)

South Kentucky RECC
Somerset Office

Somerset, Kentucky 42503
THE OWNER:

(Name and address)

South Kentucky RECC
925-929 N. Main Street

THEPESRRpulFRICkY 42502
(Name and address)

D. W. Wilburn, Inc..

153 Blue Sky Parkway

TASEESPERTcLEgntucky 40509
A1 GENERALPROVISIONS
A2 OWNER

A3 DESIGN-BUILDER

A4  DISPUTE RESOLUTION
A5 AWARD OF CONTRACTS

A6 CONSTRUCTION BY OWNER OR BY SEPARATE CONTRACTORS

A7 CHANGES IN THE WORK

A8 TIME

A9 PAYMENTS AND COMPLETION

A10 . PROTECTION OF PERSONS AND PROPERTY

A.11 INSURANCE AND BONDS

A2 UNCOVERING AND CORRECTION OF WORK .

A13  MISCELLANEOUS PROVISIONS

A14  TERMINATION OR SUSPENSION OF THE DESIGN-BUILD CONTRACT

£y
]
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This document has important
legal consequences.
Consultation with an attorney

is encouraged with respect to
lts completion or modification.
Consuitation with an attorney is
also encouraged with respect to
professional ficensing
requirements in the Jurisdiction
where the Project is located.
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ARTICLE A1 GENERAL PROVISIONS

§ A.1.1 BASIC DEFINITIONS

§ A.1.1.1 THE DESIGN-BUILD DOCUMENTS

The Design-Build Documents are identified in Section 1.1 of the Agreement.

§ A.1.1.2 PROJECT CRITERIA

The Project Criteria are identified in Section 8.1.3 of the Agreement and may describe the character, scope,
relationships, forms, size and appearance of the Project, materials and systems and, in general, their quality levels,
performance standards, requirements or criteria, and major equipment layouts.

§ A.1.1.3 ARCHITECT

The Architect is the person lawfully licensed to practice architecture or an entity lawfully practicing architecture
identified as such in the Agreement and having a direct contract with thé Design-Builder to perform design services
for all or a portion of the Work, and is referred to throughout the Design-Build Documents as if singular in number.
The term “Architect” means the Architect or the Architect’s authorized representative.

§ A1.1.4 CONTRACTOR

A Contractor is a person or entity, other than the Architect, that has a direct contract with the Design-Builder to
perform all or a portion of the construction required in connection with the Work. The term “Contractor” is referred to
throughout the Design-Build Documents as if singular in number and means a Contractor or an authorized
representative of the Contractor. The term “Contractor” does not include a separate contractor, as defined in Section

A.6.1.2, or subcontractors of a separate contractor.

§ A.1.1.5 SUBCONTRACTOR

A Subcontractor is a person or entity who has a direct contract with a Contractor to perform a portion of the
construction required in connection with the Work at the site. The term “Subcontractor” is referred to throughout the
Design-Build Documents as if singular in number and means a Subcontractor or an authorized representative of the

Subcontractor.

§ A.1.1.6 THE WORK

The term “Work” means the design, construction and services required by the Design-Build Documents, whether
completed or partially completed, and includes all other labor, materials, equipment and services provided or to be
provided by the Design-Builder to fulfill the Design-Builder’s obligations. The Work may constitute the whole or a

part of the Project.

§ A.1.1.7 THE PROJECT
The Project is the total design and construction of which the Work performed under the Design-Build Documents may
be the whole or a part, and which may include design and construction by the Owner or by separate contractors.

§ A.1.1.8 NEUTRAL
The Neutral is the individual appointed by the parties to decide Claims and disputes pursuant to Section A.4.2.1.

§ A.1.2 COMPLIANCE WiTH APPLICABLE LAWS

§ A.1.2.1 If the Design-Builder believes that implementation of any instruction received from the Owner would cause a
violation of any applicable law, statute, ordinance, building code, rule or regulation, the Design-Builder shall notify
the Owner in writing. Neither the Design-Builder nor any Contractor or Architect shall be obligated to perform any act
which they believe will violate any applicable law, ordinance, rule or regulation.

§ A.1.2.2 The Design-Builder shall be entitled to rely on the completeness and accuracy of the information contained in
the Project Criteria, but not that such information complies with applicable laws, regulations and codes, which shall be
the obligation of the Design-Builder to determine. In the event that a specific requirement of the Project Criteria
conflicts with applicable laws, regulations and codes, the Design-Builder shall furnish Work which complies with such
laws, regulations and codes. In such case, the Owner shall issue a Change Order to the Design-Builder unless the
Design-Builder recognized such non-compliance prior to execution of this Agreement and failed to notify the Owner.
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§ A.1.3 CAPITALIZATION
§ A.1.3.1 Terms capitalized in these Terms and Conditions include those which are (1) specifically defined, (2) the
titles of numbered articles and identified references to sections in the document, or (3) the titles of other documents

published by the American Institute of Architects.

§ A.1.4 INTERPRETATION
§ A.1.4.1 In the interest of brevity, the Design-Build Documents frequently omit modifying words such as “all” and
“any” and articles such as “the” and “an,” but the fact that a modifier or an article is absent from one statement and

appears in another is not intended to affect the interpretation of either statement.

§ A.1.4.2 Unless otherwise stated in the Design-Build Documents, words which have well-known technical or
construction industry meanings are used in the Design-Build Documents iri accordance with such recognized

meanings.

§ A.1.5 EXECUTION OF THE DESIGN-BUILD DOCUMENTS
§ A.1.5.1 The Design-Build Documents shall be signed by the Owner and Design-Builder.

§ A.1.5.2 Execution of the Design-Build Contract by the Design-Builder is a representation that the Design-Builder has
visited the site, become generally familiar with local conditions under which the Work is to be performed and
correlated personal observations with requirements of the Design-Build Documents.

§ A.1.6 OWNERSHIP AND USE OF DOCUMENTS AND ELEGTRONIC DATA |

§ A.1.6.1 Drawings, specifications, and other documents including those in electronic form, prepared by the Architect
and furnished by the Design-Builder are Instruments of Service. The Design-Builder, Design-Builder’s Architect and
other providers of professional services individually shall retain ali common law, statatory and other reserved rights,
including copyright in those Instruments of Services furnished by them. Drawings, specifications, and other documents
and materials and electronic data are furnished for use solely with respect to this Project.

§ A.1.6.2 Upon execution of the Design-Build Contract, the Design-Builder grants to the Owner a non-exclusive
license to reproduce and use the Instruments of Service solely in connection with the Project, including the Project’s
further development by the Owner and others retained by the Owner for such purposes, provided that the Owner shall
comply with all obligations, including prompt payment of sums when due, under the Design-Build Documents.
Subject to the Owner’s compliance with such obligations, such license shall extend to those parties retained by the
Owner for such purposes, including other design professionals. The Design-Builder shall obtain simjlar non-exclusive
licenses from its design professionals, including the Architect, The Owner shall not otherwise assign or transfer any
license herein to another party without prior written agreement of the Design-Builder. Any unauthorized reproduction
or use of the Instruments of Service by the Owner or others shall be at the Owner’s sole risk and expense without
liability to the Design-Builder and its design professionals. Except as provided in Section A.1.6.4, termination of this
Agreement prior to completion of the Design-Builder’s services to be performed under this Agreement shall terminate

this license.

§ A.1.6.3 Prior to any electronic exchange by the parties of the Instruments of Service or any other documents or
materials fo be provided by one party to the other, the Owner and the Design-Builder shall agree in writing on the
specific conditions governing the format thereof, including any special limitations or licenses not otherwise provided

in the Design-Build Documents.

§ A.1.6.4 If this Agreement is terminated for any reason othér than the default of the Owner, each of the Design-
Builder’s design professionals, including the Architect, shall be contractually required to convey to the Owner a non-
exclusive license to use that design professional’s Instruments of Service for the completion, use and maintenance of
the Project, conditioned upon the Owner’s written notice to that design professional of the Owner’s assumption of the
Design-Builder’s contractual duties and obligations to that design professional and payment to that design professional
of all amounts due to that design professional and its consultants. If the Owner does not assume the remaining duties
and obligations of the Design-Builder to that design professional under this Agreement, then the Owner shall
indemnify and hold harmless that design professional from all claims and any expense, including legal fees, which that
design professional shall thereafter incur by reason of the Owner’s use of such Instruments of Service. The Design-
Builder shall incorporate the requirements of this Section A.1.6.4 in all agreements with its design professionals.
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§ A.1.6.5 Submission or distribution of the Design-Builder’s documents to meet official regulatory requirements or for
similar purposes in connection with the Project is not to be construed as publication in derogation of the rights
reserved in Section A.1.6.1.

ARTICLEA.2 OWNER

§ A.2.1 GENERAL

§ A.2.1.1 The Owner is the person or entity identified as such in the Agreement and is referred to. throughout the
Design-Build Documents as if singular in number. The term “Owner” means the Owner or theDwner s authorized
representative. The Owner shall designate in wrmng a representative who shall have express authority to bind the
Owner with respect to all Project matters requiring the Owner’s approval or aLLthonzatmn The Owner shall render
decisions in a timely manner and in accordance with the Demgn—Buﬂder s schedule submitted to the Owner.

§ A.2.1.2 The Owner shall furnish to the Design-Builder within 15 days after recelpt of a written request information
necessary and relevant for the Design-Builder to evaluate, give nonce of or enforce mechanic's lien rights. Such
information shall include a correct statement of the record legal title to the propesty on which the Project is located,
usually referred to as the site, and the Owner’s interest therein.

§ A.2.2 INFORMATION AND SERVICES REQUIRED OF THE OWNER

§ A.2.2.1 Information or services required of the Owner by the Design-Build Documents shall be furnished by the
Owner with reasonable promptness. Any other information or services relevant to the Design-Builder’s performance of
the Work under the Owner's control shall be furnished by the Owner after recelpt from the Design-Builder of a written
request for such mformatlon or services. W

§ A.2.2.2 The Owner shall be responsible to provide surveys, if not requlred by the Design-Build Documents to be
provided by the Design-Builder, describing physical charactenstlcs legal limitations, and utility locations for the s1te
of this Project, and a written legal description of the sxte The surveys and legal information shall include, as - i
applicable, grades and lines of streets, alleys, pavements and adjoining property and structures; adjacent dramage,
rights-of-way, restrictions, easements, encroachments, zoning, deed restriction, boundaries, and contours of the site;
locations, dimensions, and necessagy data pertmmng to existing buildings, other improvements and frees; and
information concerning available utlhty services and lines, both public and private, above dnd below grade, including
inverts and depths. All the information on the survey shall be referenced to a Progect benchmark

§ A.2.2.3 The Owner shall provide, to the extent available to the Owner and if not reqmred by the Design-Build
Docoments to be provided by the Design-Builder, the results and reports of prior tests, inspections or investigations
conducted for the Project involving structural or mechanical systems, chemical, air and water pollution, hazardous
materials or environmental and subsurface conditions and information regarding the presence of pollutants at the
Project site.

§ A.2.2.4 The Owner may obtain independent review of the Design-Builder’s design, construction and other documents
by a separate architect, engineer, and contractor or cost estimator under contract to or employed by the Owner. Such
independent review shall be undertaken at the Owner’s expense in a timely manner and shall not delay the orderly
progress of the Work.

§ A.2.2.5 The Owner shall cooperate with the Design-Builder in securing building and other permits, licenses and
inspections. The Owner shall not be required to pay the fees for such permits, licenses and inspections unless the cost
of such fees is excluded from the responsibility of the Design-Builder under the Design-Build Documents.

§ A.2.2.6 The services, information, surveys and reports reqmred to be provided by the Owner under Section A:2. 2
shall be furnished at the Owner's expense, and the Design-Builder shall be entitled to rely upon the accuracy and
completeness thereof, except as otherwise spemﬁcally provided in the Design-Build Documents or. to thc éxtent the
Owner advxses the Desxgn—Buﬂder to the contrary in writing. :

§A. 2 2 7 Ifthe Owner observes or otherwise becomes aware of a fault or defect in the Work or non-conformity with
the Design-Build Documerts, the Owner shall give prompt written notice thereof to the Design-Builder.

§ A.2.2.8 The Owner shall, at the request of the Design-Builder, prior to execution of the Design-Build Contract and
promptly upon request thereafter, furnish to the Design-Builder reasonable evidence that financial arrangements have
been made to fulfill the Owner’s obligations under the Design-Build Documents.

AlA Document A141™.- 2004, Copyright © 2004 by The American Institule of Architects. All rights reserved. WARNING This AtA® Document Is
protected by U.S. Copyright Law and International Treatles, Unauthorized reproduction or distribution of this AIA® Document, of any portion of 4
it, may result in severs civil and criminal penalties, and wili bs prosecuted to the maximum extent possible under the law. Purchasers are

parmitted to reproduca ten {10) coples of this document when completed. To report copyright violations of AlA Gonlract Documents, e-mall The American
institule of Architects’ legal counsel, copyrighi@ala.org.




g)(\h\b»\' g
Bt

§ A.2.2.9 The Owner shall communicate through the Design-Builder with persons or entities employed or retained by
the Design-Builder, unless otherwise directed by the Design-Builder.

§ A.2.2.10 The Owner shall furnish the services of geotechnical engineers or other consultants, if not required by the
Design-Build Docnments to be provided by the Design-Builder, for subsoil, air and water conditions when such
services are deemed reasonably necessary by the Design-Builder to properly carry out the design services provided by
the Design-Builder and the Design-Builder’s Architect. Such services may include, but are not lumted to, test bormgs,
test pits, determinations of soil bearing values, percolation tests, evaluations of hazardous matena]s, ground corrosion
and resistivity tests, and necessary operations for anticipating subsoil conditions. The setvices of geotechnical
engineer(s) or other consultants shall include preparation and submission of all, appropnate reports and professional
recommendations.

§ A2.2.11 The Owner shall promptly obtain easements, zomng’vanances, and legal authorizations regarding site
utilization where essential to the execution of the Owner’s progt"‘ m,..

§ A.2.3 OWNER REVIEW AND INSPECTION

§ A.2.3.1 The Owner shall review and approve or take other appropriate action upon the Design-Builder's submittals,
including but not limited to design and construction documents, requued by the Design-Build Documents, but only for
the limited purpose of checking for conformance with information given and the design concept expressed in the
Design-Build Documents. The Owner’s action shall be taken with such reasonable promptness as o cause no delay in
the Work or in the activities of the Design-Builder or separate contractors, Review of such submittals is not conducted
for the purpose of determining the accuracy and completeness of other detmls such as dimensions and quantities, or
for snbstantiating instructions for installation or performance of eqmpment or systems, all of which remain the
responsibility of the Design-Builder as required by the Deszgn-Bmld Documents.

§ A.2.3.2 Upon review of the design documents, construcuon documents, or other submittals required by the Demgn—
Build Documents, the Owner shall take one of the followma actions:
A4 Determine that the documents or submittals are in conformance with the Design-Build Documents and
approve them, =~ : !
.2 Determine that the documents or submittals are in conformance with the Desxgn-Bmld Documents but
request changes in the documents or submittals which shall be lmplemented by a Change in the Work.
3 Determine that the documents or submittals are not in conforrmty w1th the Design-Build Documents
and reject them.
4 Determine that the documents or submittals are not in conformlty with the Design-Build Documents,
but accept them by implementing a Change in the Work.
.5 Determine that the documents or submittals are not in conformity with the Design-Build Documents,
but accept them and request changes in the documents or submittals which shall be implemented by a
Change in the Work.

§ A.2.3.3 The Design-Builder shall submit to the Owner for the Owner’s approval, pursuant to Section A.2.3.1, any
proposed change or deviation to previously approved documents or submittals. The Owner shall review each proposed
change or deviation to previously approved documents or submittals which the Design-Builder submits to the Owner
for the Owner’s approval with reasonable promptness in accordance with Section A.2.3.1 and shall make one of the
determinations described in Section A.2.3.2.

§ A.2.3.4 Notwithstanding the Owner's responsibility under Section A.2.3.2, the Owner’s review and approval of the
Design-Builder’s documents or submittals shall not relieve the Design-Builder of responsibility for compliance with
the Design-Build Documents unless a) the Design-Builder has notified the Owner in writing of the deviation prior to
approval by the Owner or, b) the Owner has approvcd a Change in the Work reflecting any deviations from the
requuements of the Design-Build Documents '

§ A.2,3.5 The Owner may visit the site to keep informed about the progress and quality of the pomon of the Work
completed, However, the Owmer shall not be required to make exhaustive or continudus on-site inspections to check
the quality or quantity of the Work. Visits by the Owner shall not be construed to cteate an obligation on the part of
the Owner to make on-site inspections to check the quantity or quality of the Work. The Owner shall neither have
control over or charge of, nor be responsible for, the construction means, methods, techniques, sequences or
procedures, or for the safety precautions and programs in connection with the Work, since these are solely the Design-
Builder’s rights and responsibilities under the Design-Build Documents, except as provided in Section A.3.3.7.
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§ A.2.3.6 The Owner shall not be responsible for the Design-Builder’s failure to perform the Work in accordance with
the requirements of the Design-Build Documents. The Owner shall not have control over or charge of and will not be
responsible for acts or omissions of the Design-Builder, Architect, Contractors, or their agents or employees, or any
other persons or entities performing portions of the Work for the Design-Builder.

§ A.2.3.7 The Owner may reject Work that does not conform to the Design-Build Documents. Whenever the Owner
considers it necessary or advisable, the Owner shall have authority to require inspection or testing of the Work in
accordance with Section A.13.5.2, whether or not such Work is fabricated, installed or completed. However, neither
this authon'ty of the Owner nor a decision made in good faith either to exercise or not to exercise such authority shall
give rise to a duty or responsibility of the Owner to the Design-Builder, the Architect, Contractors, material and
equipment suppliers, thejr agents or employees, or other persons or entities performing portions of the Work.

§ A.2.3.8 The Owner may appoint an on-site project representative to observe the Work and to have such other
responsibilities as the Owner and the Design-Builder agree to in writing.

§ A.2.3.9 The Owner shall conduct inspections to determine the date or dates of Substantial Completion and the date of
final completion.

§ A.2.4 OWNER'S RIGHT TG STOP WORK

§ A.2.4.1 If the Design-Builder fails to correct Work which is not in accordance with the requirements of the Design-
Build Documents as required by Section A.12.2 or persistently fails to carry out Work in accordance with the Design-
Build Documents, the Owner may issue a written order to the Design-Builder to stop the Work, or any portion thereof,
until the cause for such order has been eliminated; however, the right of the Owner to stop the Work shall not give rise
to a duty on the part of the Owner to exercise this right for the benefit of the Design-Builder or any other person or
entity, except to the extent required by Section A.6.1.3.

§ A.2.5 OWNER’S RIGHT TO CARRY OUT THE WORK

§ A.2.5.1 If the Design-Builder defaults or neglects to carry out the Work in accordance with the Design-Build
Documents and fails within a seven-day period after receipt of written notice from the Owner to commence and
continue correction of such default or neglect with diligence and promptness, the Owner may after such seven-day
period give the Design-Builder a second written notice to correct such deficiencies within a three-day period. If the
Design-Builder within such three-day period after receipt of such second notice fails to commence and continue to
correct any deficiencies, the Owner may, without prejudice to other remedies the Owner may have, correct such
deficiencies. In such case, an appropriate Change Order shall be issued deducting from payments then or thereafter due
the Design-Builder the reasonable cost of correcting such deficiencies. If payments due the Design-Builder are not
sufficient to cover such amounts, the Design-Builder shall pay the difference to the Owner,

ARTICLE A.3 DESIGN-BUILDER

§ A.3.1 GENERAL
§ A.3.1.1 The Design-Builder is the person or entity identified as such in the Agreement and is referred to throughout

the Design-Build Documents as if singular in number. The Design-Builder may be an architect or other design
professional, a construction contractor, a real estate developer or any other person or entity legally permitted to do
business as a design-builder in the location where the Project is located. The term “Design-Builder” means the Design-
Builder or the Design-Builder’s authorized representative. The Design-Builder’s representative is authorized to act on
the Design-Builder’s behalf with respect to the Project.

§ A.3.1.2 The Design-Builder shall perform the Work in accordance with the Design-Build Documents.

§ A.3.2 DESIGN SERVICES AND RESPONSIBILITIES

§ A.3.2.1 When applicable law requires that services be performed by licensed professionals, the Design-Builder shall
provide those services through the performance of qualified persons or entities duly licensed to practice their
professions. The Owner understands and agrees that the services performed by the Design-Builder’s Architect and the
Design-Builder’s other design professionals and consultants are undertaken and performed in the sole interest of and
for the exclusive benefit of the Design-Buiider.

§ A.3.2.2 The agreements between the Design-Builder and Architect or other design professionals identified in the
Apreement, and in any subsequent Modifications, shall be in writing. These agreements, including services and
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financial arrangements with respect to this Project, shall be promptly and fully disclosed to the Owner upon the
Owner’s written request.

§ A.3.2.3 The Design-Builder shall be responsible to the Owner for acts and omissions of the Design-Builder’s
employees, Architect, Contractors, Subcontractors and their agents and employees, and other persons or entities,

including the Architect and other design professionals, performing any portion of the Design-Builder's obligations
under the Design-Build Documents.

§ A.3.2.4 The Design-Builder shall carefully study and compare the Design-Build Documents, materials and other
information provided by the Owner pursuant to Section A.2.2, shall take field measurements of any existing conditions
related to the Work, shall observe any conditions at the site affecting the Work, and report promptly to the Owner any
errors, inconsistencies or omissions discovered. .

§ A.3.2.5 The Design-Builder shall provide to the Owner for Owner’s written approval design documents sufficient to
establish the size, quality and character of the Project; its architectural, structural, mechanical and electrical systems;
and the materials and such other elements of the Project to the extent required by the Design-Build Documents.
Deviations, if any, from the Design-Build Documents shall be disclosed in writing,

§ A.3.2.6 Upon the Owner’s written approval of the design documents submitted by the Design-Builder, the Design-
Builder shall provide construction documents for review and written approval by the Owner. The construction
documents shall set forth in detail the requirements for construction of the Project. The construction documents shall
include drawings and specifications that establish the quality levels of materials and systems required. Deviations, if
any, from the Design-Build Documents shall be disclosed in writing. Construction documents may inchude drawings,
specifications, and other documents and electronic data setting forth in detail the requirements for construction of the
‘Work, and shall:

A be consistent with the approved design documents;

.2 provide information for the use of those in the building trades; and

3 include documents customarily required for regulatory agency approvals.

§ A.3.2.7 The Design-Builder shall meet with the Owner periodically to review progress of the design and construction
documents.

§ A.3.2.8 Upon the Owner’s written approval of construction documents, the Design-Builder, with the assistance of the
Owner, shall prepare and file documents required to obtain necessary approvals of governmental authorities having
jurisdiction over the Project.

§ A.3.2.9 The Design-Builder shall obtain from each of the Design-Builder’s professionals and furnish to the Owner
certifications with respect to the documents and services provided by such professionals (a) that, to the best of their
knowledge, information and belief, the documents or services to which such certifications relate (i) are consistent with
the Project Criteria set forth in the Design-Build Documents, except to the extent specifically identified in such
certificate, (ii) comply with applicable professional practice standards, and (iii) comply with applicable laws,
ordinances, codes, rules and regulations governing the design of the Project; and (b) that the Owner and its consultants
shall be entitled to rely upon the accuracy of the representations and statements contained in such certifications.

§ A.3.2.10 If the Owner requests the Design-Builder, the Architect or the Design-Builder’s other design professionals to
execute certificates other than those required by Section A.3.2.9, the proposed language of such certificates shall be
submitted to the Design-Builder, or the Architect and such design professionals through the Design-Builder, for review
and negotiation at least 14 days prior to the requested dates of execution. Neither the Design-Builder, the Architect nor
such other design professionals shall be required to execute certificates that would require knowledge, services or
responsibilities beyond the scope of their respective agreements with the Owner or Design-Builder.

§ A.3.3 CONSTRUCTION

§ A.3.3,1 The Design-Builder shall perform no construction Work prior to the Owner's review and approval of the
construction documents. The Design-Builder shall perform no portion of the Work for which the Design-Build
Documents require the Owner’s review of submittals, such as Shop Drawings, Product Data and Samples, until the

Owner has approved each submittal.
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§ A.3.3.2 The construction Work shall be in accordance with approved submittals, except that the Design-Builder shall
not be relieved of responsibility for deviations from requirements of the Design-Build Documents by the Owner’s
approval of design and construction documents or other submittals such as Shop Drawings, Product Data, Samples or
other submittals unless the Design-Builder has specifically informed the Owner in writing of such deviation at the time
of submittal and (1) the Owner has given written approval to the specific deviation as a minor change in the Work, or
(2) a Change Order or Construction Change Directive has been issued authorizing the deviation. The Design-Builder

shall not be relieved of responsibility for errors or omissions in design and construction documents or other submittals
such as Shop Drawings, Product Data, Samples or other submittals by the Owner’s approval thereof

§ A.3.3.3 The Design-Builder shall direct specific attention, in writing or on resubrmtfed desxgn and construction

documents or other submittals such as Shop Drawings, Product Data, Samples ‘or sirhilar submittals, to revisions other
than those requested by the Owner on prevxous submittals. In the absenc o f stich written notice, the Owner’s approval
of a resubmission shall not apply to such revisions, :

§ A.3.3.4 When the Design-Build Documents require that a Contractor provide professional design services or
certifications related to systemns, materials or equipment, or when the Design-Builder in its discretion provides such
design services or certifications through a Contractor, the Design-Builder shall cause professional design services or
certifications to be provided by a properly licensed design professional, whose signature and seal shall appear on all
drawings, calculations, specifications, certifications, Shop Drawings and other submittals prepared by such
professional. Shop Drawings and other submittals related to the Work designed or certified by such professionals, if
prepared by others, shall bear such design professxonal s written approval. The Owner shall be entitled fo rely upon the
adequacy, accuracy and completeness of the services, certxﬁcatzons qr approvals performed by such design
profcsswnals AR

§ A 3 3 5The Dwgn»Buﬂder shall be solely responsible : for and have control over all construction means, methods,
techmques, sequences and procedures and for coordmau 5 all portions of the Work under the Des1gn—Bu11d RS
Documents. i

",‘

§ A.3.3.8 The Design-Builder shall keeji’*thé Owner informed of the progress and guality of the quk; ot

§ A3.3.7 The Dmgn-Buxlder shall he responsible for the superwswn and direction of the Work usmg the Design-
Builder’s best skill and attention. If the Design-Build Documents give specific i mstructlons concerning construction
means, methods, techniques, sequences or procedures, the Design-Builder sh,all &valuate the jobsite safety thereof and,
except as stated below, shall be fully and solely responsible for the jobsite safety of such means, methods, techniques,
sequences or procedures. If the Design-Builder determines that such means, methods, techniques, sequences or
procedures may not be safe, the Design-Builder shall give timely written notice to the Owner and shall not proceed
with that portion of the Work without further written instructions from the Owner, If the Design-Builder is then
instructed to proceed with the required means, methods, techniques, sequences or procedures without acceptance of
changes proposed by the Design-Builder, the Owner shall be solely responsible for any resulting loss or damage.

§A3.38 The Design-Builder shall be responsible for inspection of portions of Work already performed to determine
that such portions are in proper condition to receive subsequent Work.

§ A.3.4 LABOR AND MATERIALS

§ A.3.4.1 Unless otherwise provided in the Design-Build Documents, the Design-Builder shall provide or cause to be
provided and shall pay for design services, labor, materials, equipment, tools, construction equiprment and machinery,
water, heat, utilities, transportation and other facilities and servxces necessary for proper execution and compleuon of
the Work, whether temporary or permanent and whethera 6x not incorporated or to be incorporated in the Work.

§ A 3 4.2 When a material is spemﬁed in the Desxgn-Buﬂd Documents, the Design-Builder may make substxtuuons
only with the consent of the Owng and ‘if-appropriate, in accordance with a Change Order.

§A.3.4.3 The Desxgn—Buﬂder shall enforce strict discipline and good order among thé Desxgn—Buxlder s employees and
other persons carrying, ouf the Design-Build Contract. The Design-Builder shall not permit employment of unfit
persons or persons not. ‘skilled in tasks assigned to them. :
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§ A.3.5 WARRANTY
§ A.3.5.1 The Design-Builder warrants to the Owner that materials and equipment furnished under the Design-Build

Documents will be of good quality and new unless otherwise required or permitted by the Design-Build Documents,
that the Work will be free from defects not inherent in the guality required or permitted by law or otherwise, and that
the Work will conform to the requirernents of the Design-Build Documents. Work not conforming to these
requirements, including substitutions not properly approved and authorized, may be considered defective. The Design-
Builder’s warranty excludes remedy for damage or defect caused by abuse, modifications not executed by the Design-
Builder, improper or insufficient maintenance, improper operation, or normal wear and tear andnormal usage. If
required by the Owner, the Design-Builder shall furnish satisfactory evidence as to the kmd and quality of materials

and equipment.

§A.3.6 TAXES
§ A.3.6.1 The Design-Builder shall pay all sales, consumer, use and smular taxes for the Work provided by the Design-

Builder which had been legally enacted on the date of the Agreement whether or not yet effective or merely scheduled
to go into effect. ,

§ A.3.7 PERMITS, FEES AND NOTICES

§ A.3.7.1 The Design-Builder shall secure and pay for building and other permits and governmental fees, licenses and
inspections necessary for the proper execution and completion of the Work which are customarily secured after
execution of the Design-Build Contract and which were legally required on the date the Owner accepted the Design-

Builder's proposal

§A 3 7 2 The Des1gn-Bu11der shall comply with and give notlces requl ed by laws, ordinances, rules, regulations and
lawful orders of pubhc authorities relatmg to the PmJect P

ordmances, codes, rules and regulanons L

§A3. 7 4 If the De51gn~Bu11der performs Work contrary to applicable laws, ordinances, codes, : ruk,s ‘a,nd regulatlons
the Design-Builder shall assume responsibility for such Work and shall bear the costs attubutable {o correction.

§ A.3.8 ALLOWANCES .
§ A.3.8.1 The Design-Builder shall include in the Contract Sum all allowancés ecf in the Design-Build Documents.

Items covered by allowances shall be supplied for such amounts and by such persons or entities as the Owner may
direct, but the Design-Builder shall not be required to employ persons or entities to which the Design-Builder has

reasonable obgectlon

§AS. 8 2 Unless otherwise provided in the Design-Build Documents:
A allowances shall cover the cost to the Design-Builder of materials and equipment delivered at the site
and all required taxes, less applicable trade discounts;

.2 Design-Builder's costs for unloading and handling at the site, labor, installation costs, overhead, profit
and other expenses contemplated for stated allowance amounts shall be included in the Contract Sum
but not in the allowances; and

.3 whenever costs are more than or less than allowances, the Contract Sum shall be adjusted accordingly
by Change Order. The amount of the Change Order shall reflect (1) the difference between actual costs
and the allowances under Section A.3.8. 2 1 and (2) changes in Design-Builder’s costs under Section

A38.2.2.

§ A.3.8.3 Materials and equipment under an allowance shall be selected by the Owner in sufficient tlmQ td gv_oxd delay
in the Work. : '

§ A.3.9 DESIGN-BUILDER'S SCHEDULE
§A.3.9.1 The DemgmBullder ‘promptly after execution of the Design-Build Contract, shall prepare and submit for the

Owner’s information the Design-Builder’s schedule for the Work. The schedule shall not exceed time limits and shall
be in such detail as required under the Design-Build Documents, shall be revised at appropriate intervals as required
by the conditions of the Work and Project, shall be related to the entire Project to the extent required by the Design-
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Build Documents, shall provide for expeditious and practicable execution of the Work and shall include allowances for
periads of time required for the Owner’s review and for approval of submissions by anthorities having jurisdiction

over the Project.

§ A.3.9.2 The Design-Builder shall prepare and keep current a schedule of submittals required by the Design-Build
Documents.

§ A.3.9.3 The Design-Builder shall perform the Work in general accordance with the most recent schedules submitted
to the Owner.

§ A.3.10 DOCUMENTS AND SAMPLES AT THE SITE

* § A3.10.1 The Design-Builder shall maintain at the site for the Owner oné record copy of the drawings, specifications,
addenda, Change Orders and other Modifications, in good order and maiked currently to record field changes and
selections made during construction, and one record copy of approved Shop Drawings, Product Data, Samples and
similar required submittals, These shall be delivered to the Owner upon completion of the Work,

§ A.3.11 SHOP DRAWINGS, PRODUCT DATA AND SAMPLES
§ A.3.11.1 Shop Drawings are drawings, diagrams, schedules and other data specially prepared for the Work by the
Design-Builder or a Contractor, Subcontractor, manufacturer, supplier or distributor to illustrate some portion of the

Work.

§ A.3.11.2 Product Data are illustrations, standard schedules, performance charts, instructions, brochures, diagrams and
other information furnished by the Design-Builder to illustrate materials or equipment for some portion of the Work,

§ A.3.11.3 Samples are physical examples that illustrate materials, equipment or workmanship and establish standards
by which the Work will be judged.

§ A.3.11.4 Shop Drawings, Product Data, Samples and similar submittals are not Design-Build Documents. The
purpose of their submittal is to demonsttate for those portions of the Work for which submittals are required by the
Design-Build Documents the way by which the Design-Builder proposes to conform to the Design-Build Documents.

§ A.3.11.5 The Design-Builder shall review for compliance with the Design-Build Documents and approve and submit
to the Owner only those Shop Drawings, Product Data, Samples and similar submittals required by the Design-Build
Documents with reasonable promptness and in such sequence as to cause no delay in the Work or in the activities of
the Qwner or of separate contractors.

§ A.3.11.6 By approving and submitting Shop Drawings, Product Data, Samples and similar subinittals, the Design-
Builder represents that the Design-Builder has deterrhined and verified materials, field measurements and field
construction criteria related thereto, or will do so, and has checked and coordinated the information contained within
such submittals with the requirements of the Work and of the Design-Build Documents.

§ A.3.12 USE OF SITE
§ A.3.12.1 The Design-Builder shall confine operations at the site to arcas permitted by law, ordinances, permits and
the Design-Build Documents, and shall not unreasonably encumber the site with materials or equipment.

§ A.3.13 CUTTING AND PATCHING
§ A.3.13.1 The Design-Builder shall be responsible for cutting, fitting or patching required to complete the Work or to

make its parts fit together properly.

§ A.3.13.2 The Design-Builder shall not damage or endanger a portion of the Work or fully or partially completed
construction of the Owner or separate contractors by cutting, patching or otherwise altering such construction or by
excavation, The Design-Builder shall not cut or otherwise alter such construction by the Owner or a separate
contractor except with written consent of the Owner and of such separate contractor; such consent shall not be
unreasonably withheld. The Design-Builder shall not unreasonably withhold from the Owner or a separate contractor
the Design-Builder’s consent to cutting or otherwise altering the Work.
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§ A.3.14 CLEANING UP

§ A.3.14.1 The Design-Builder shall keep the premises and surrounding area free from accumulation of waste materials
or rubbish caused by operations under the Design-Build Contract. At completion of the Work, the Design-Builder shail
remove from and about the Project waste materials, rubbish, the Design-Builder’s tools, construction equipment,
machinery and surplus materials.

§ A.3.14.2 If the Design-Builder fails to clean up as provided in the Design-Build Documents, the Owner may do so
and the cost thereof shall be charged to the Design-Builder.

§ A.3.15 ACCESS TO WORK
§ A.3.15.1 The Design-Builder shall provide the Owner access to the Work m prepatation and progress wherever

located.

§ A.3.16 ROYALTIES, PATENTS AND COPYRIGHTS

§ A.3.16.1 The Design-Builder shall pay all royalties and license fees. The Design-Builder shall defend suits or claims
for infringement of copyrights and patent rights and shall hold the Owner harmless from loss on account thereof, but
shall not be responsible for such defense or Joss when a particular design, process or product of a particular
manufacturer or manufacturers is required or where the copyright violations are contained in drawings, specifications
or other documents prepared by or furnished to the Design-Builder by the Owner, However, if the Design-Builder has
reason to believe that the required design, process or product is an infringement of a copyright or a patent, the Design-
Builder shall be responsible for such less unless such information is promptly furnished to the Owner.

§ A,3.17 INDEMNIFICATION

§ A.3.17.1 To the fullest extent permitted by law, the Design-Builder shall indemnify and hold harmless the Owner,
Owner’s consultants, and agents and employees of any of them from and against claims, damages, losses and
expenses, including but not limited to attorneys’ fees; arising out of or resulting from performance of the Work,
provided that such claim, damage, loss or expense is attributable to bodily injury, sickness, disease or death or to
injury to or destruction of tangible propesty other than the Work itself, but only to the extent caused by the negligent
acts or omissions of the Design-Bujlder, Architect, a Contractor, a Subcontractor, anyone directly or indirectly
employed by them or anyone for whose acts they may be liable, regardless of whether or not such claim, damage, loss
or expense is caused in part by a party indemnified bereunder. Such obligation shall not be construed to negate,
abridge or reduce other rights or obligations of indemnity that wouid otherwise exist as to a party or person described
in this Section A.3.17.

§ A.3.17.2 In claims against any person or entity indemnified under this Section A.3.17 by an employee of the Design-
Builder, the Architect, a Contractor, a Subcontractor, anyone directly or indirectly employed by them or anyone for
whose acts they may be lable, the indemnification obligation under Section A.3.17.1 shall not be limited by a
limitation on amount or type of damages, compensation or benefits payable by or for the Design-Builder, the Architect
or a Contractor or a Subcontractor under workers' compensation acts, disability benefit acts or other employee benefit
acts. :

ARTICLE A4 DISPUTE RESOLUTION

§ A.4.1 CLAIMS AND DISPUTES

§ A.4.1.1 Definition. A Claim is a demand or assertion by one of the parties seeking, as a matter of right, adjustment or
interpretation of Design-Build Contract terms, payment of money, extension of time or other relief with respect to the
terms of the Design-Build Contract. The term “Claim” also includes other disputes and matters in question between
the Owner and Design-Builder arising out of or relating to the Design-Build Contract, Claims must be initiated by
written notice. The responsibility to substantiate Claims shall rest with the party making the Claim.

§ A4.1.2 Time Limits on Claims, Claims by either party must be initiated within 21 days after occurrence of the event
giving rise to such Claim or within 21 days after the claimant first recognizes the condition giving rise to the Claim,
whichever is later. Claims must be initiated by written notice to the other party.

§ A4.4.3 Continuing Performance. Pending final resolution of a Claim, except as otherwise agreed in writing or as
provided in Section A.9.7.1 and Article A.14, the Design-Builder shall proceed diligently with performance of the
Design-Build Contract and the Owner shall continue to make payments in accordance with the Design-Build
Documents.
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§ A4.1.4 Claims for Concealed or Unknown Conditions. If conditions are encountered at the site which are (1)
subsurface or otherwise concealed physical conditions which differ materially from those indicated in the Design-
Build Documents or (2) unknown physical conditions of an unusual nature which differ materially from those
ordinarily found to exist and generally recognized as inherent in construction activities of the character provided for in
the Design-Build Documents, then the observing party shall give notice to the other party promptly before conditions
are disturbed and in no event later than 21 days after first abservance of the conditions. The Owner shall promptly
investigate such conditions and, if they differ materially and cause an increase or decrease in thaDes;gn—Buﬂder § cost
of, or time required for, performance of any part of the Work, shall negotiate with the DeslgnBullder an equitable
adjustment in the Contract Sum or Contract Time, or both. If the Owner determines that the cénditions at the site are
not materially different from those indicated in the Design-Build Documents and, that tio‘change in the terms of the
Design-Build Contract is justified, the Owner shall so notify the Dwgn-Bu'lder in ‘Writing, stating the reasons. Claims
by the Design-Builder in opposition to such determination must be made. thhm 21 days after the Owner has given
notice of the decision. If the conditions encountered are materially dlfferent the Contract Sum and Contract Time
shall be equitably adjusted, but if the Owner and Demgn—Buxlder cantiot agree on an adjustment in the Contract Sum or
Contract Time, the adjustment shall proceed pursuant to Section' A.4.2.

§A.4,1.5 Claims for Additional Cost. If the Design-Builder wishes to make Claim for an increase in the Contract
Sum, written notice as provided herein shall be given before proceeding to execute the Work, Prior notice is not
required for Claims relating to an emergency endangering life or property arising under Section A.10.6.

§ A 4,1.6 If the Design-Bnilder believes additional cost is involved for reasons including but not limited to (1) an order
by the Owner to stop the Work where the Design-Builder was not at fault, (2) a written order for the Work issued by
the Owner, (3) failure of payment by the Owner, (4) termination of, the Desxgn -Build Contract by the Qwner, (5)
Owner’s suspension or (6) other reasonable grounds, Claim shall be’ ‘filed in accordance with this Section A.4.1.

§ A4.1.7 Claims for Aﬁditional Time :
§A44.7.1 i the DemgmBmlder wishes to make.Glaim for an increase in the Contract Time, written notice as ‘provided
herejn shall be given. The Design-Builder’ s Claim shall include an estimate of the time and its effect on the progress

of the Work, In the case of a contmumg delay, only one Claim is necessary.

§ A4 1 7 2 If adverse weather condmons are the basis for a Claim for additional t1m<;, i h CIalm shall be documented
by data substantiating that weather conditions were abnormal for the period of tin v could not have been reasonably
anticipated and had an adverse effect on the scheduled construction, :

§ A.4.1.8 Injury or Damage to Person or Property. If either party to the Design-Build Contract suffers injury or

damage to person or property because of an act or omission of the other party or of others for whose acts such party is

legally responsible, written notice of such injury or damage, whether or not insured, shall be given to the other party
within a reasonable time not exceeding 21 days after discovery. The notice shall provide sufficient detail to enable the

other party to investigate the matter.

§ A.4.1.9 If unit prices are stated in the Design-Build Documents or subsequently agreed upon, and if quantities
originally contemplated are materially changed in a proposed Change Order or Construction Change Directive so that
application of such unit prices to quantities of Work proposed will cause substantial inequity to the Owner or Design-~
Builder, the applicable unit prices shall be equitably adjusted.

§AA 1 10 Claims for Consequential Damages, Design-Builder and Owner waive Claims against each other for
consequential damages arising out of or relating to th es1gn—Bu11d Contract, This mutual waiver includes:

‘ damages incurred by the Owner forenfal &xpenses, for losses of use, income, profit, ﬁnancmg o
business and reputation, and for. loss of management or employee productivity or of thc semces of such
persons; and :

.2 damages incurred by the Demgn»B uilder for principal office expenses including the compensatxon of
personnel statloned there, for losses of financing, business and rel:mtatlonJ and for ‘loss of profit except
ant1c1pated proﬁt arising directly from the Work. et

This mutual waiver is applicable, without limitation, to all consequential damages due to either party’s termination in
accordance with Article A.14. Nothing contained in this Section A.4.1.10 shall be deemed to preclude an award of
liquidated direct damages, when applicable, in accordance with the requirements of the Design-Build Documents.
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§ A.4.1.11 If the enactment or revision of codes, laws or regulations or official interpretations which govern the Project
cause an increase or decrease of the Design-Builder’s cost of, or time required for, performance of the Work, the
Design-Builder shall be entitled to an equitable adjustment in Contract Sum or Contract Time, If the Owner and
Design-Builder cannot agree upon an adjustment in the Contract Sum or Contract Time, the Design-Builder shall
submit a Claim pursuant to Section A4.1.

§ A.4.2 RESOLUTION OF CLAIMS AND DISPUTES U

§ A.4.2.1 Decision by Neutral. If the parties have identified a Neutral in Section 6.1 of the Agreefnent or elsewhere in
the Design-Build Documents, then Claims, excluding those arising under Sections A, 10 3 through A.10.5, shall be
refefred initially to the Neutral for decision. An initial decision by the Neutral shall be requu:ed as a condition
precedent to mediation of ali Claims between the Owner and Design-Builder grisihg prior to the date final payment is
due, unless 30 days have passed after the Claim has been referred to the Neutral with no decision having been rendered
by the Neutral. Unless the Neutral and all affected parties agree, the Neutral will not decide disputes between the
Design-Builder and persons or entities other than the Owner

§ A.4.2.2 Decision by Owner. If the parties have not identified a Neutral in Section 6.1 of the Agreement or elsewhere
in the Design-Build Documents then, except for those claims arising under Sections A.10.3 and A.10.5, the Owner
shall provide an initial decision. An initial decision by the Owner shall be required as a condition precedent to
mediation of all Claims between the Owner and Design-Builder arising prior to the date final payment is due, unless
30 days have passed after the Claim has been referred to the Owner with no decision having been rendered by the

Owner.

§ A 4 2.3 The initial decision pursuant to Sections A.4.2.1 and A4.2, 2 sha]l be in writing, shall state the reasons

therefore and shall notify the parties of any change in the Contract Sum or Contract Time or both. The initial decision
shall be final and binding on the parties but subject first to ‘mediation under Section A.4.3 and thereafter to such other
dispute resolution methods as provided in SBCUOH 6, 2 of fhie Agreement or elsewhere in the Design-Build Documents.

§ A.4.2.4 In the event of a Claim against the Desxgn~BuxIder, the Owner may, but is not obligated to, notify the surety,
if any, of the nature and amount of the C!axm If the Claim relates to a possibility of a Desxgn -Builder’s default, the
Owner may, but is not obligated to, ‘notify the surety and request the surety’s assxstance m resolvmg the controversy.
§A 4 2.5 If a Claim relates to or is the subject of a mechanic’s lien, the party assertmg such Claim may proceed in
accordance with applicable law to comply with the lien notice or filing deadlmes prior to initial resolution of the

Claim.

§ A4.3 MEDIATION

§ A.4.3.1 Any Claim arising out of or related to the Design-Build Contract, except those watved as provided for in
Sections A.4.1.10, A.9.10.4 and A.9.10.5, shall, after initial decision of the Claim or 30 days after submission of the
Claim for initial decision, be subject to mediation as a condition precedent to arbitration or the institution of legal or
equitable or other binding dispute resolution proceedings by either party.

§ A.4.3.2 The parties shall endeavor to resolve their Claims by mediation which, unless the parties mutually agree
otherwise, shail be in accordance with the Construction Industry Mediation Rules of the American Arbitration
Assgciation currently in effect at the time of the mediation. Request for mediation shall be filed in writing with the
other party to the Design-Build Contract and with the American Arbitration Association. The request may be made
concurrently with the filing of a demand for arbitration or other binding dispute resolution proceedings but, in such
event, mediation shall proceed in advance thereof or of* Iegal or equifable proceedings, which shall be stayed pending
mediation for a period of 60 days from the date of ﬁlmg, unless stayed for a longer period by agreement of the patties

or court order.

§ A4.3.3 The parties shall share the medxato;: ] fee and any filing fees equally. The mediation shall be held in the place
where the Project is located, un,less another location is mutually agreed upon. Agreements 1 reached in mediation shall
be enforceab]e as setﬂement agreements in any court having jurisdiction thereof. -

§ A 4 4 ARBITRATION

§ A4.4.1 Claims, except those waived as provided for in Sections A.4.1.10, A.9.10.4 and A.9.10.5, for which initial
decisions have not become final and binding, and which have not been resolved by mediation but which are subject to
arbitration pursuant to Sections 6.2 and 6.3 of the Agreement or elsewhere in the Design-Build Documents, shall be
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decided by arbitration which, unless the parties mutually agree otherwise, shall be in accordance with the Construction
Industry Arbitration Rules of the American Arbitration Association currently in effect at the time of the arbitration.
The demand for arbitration shall be filed in writing with the other party to the Design-Build Contract and with the
American Arbitration Association.

§ A.4.4.2 A demand for arbitration may be made no earlier than concurrently with the filing of a request for mediation,
but in no event shall it be made after the date when institution of legal or equitable proceedings based on such Claim
would be barred by the applicable statute of limitations as determined pursuant to Section A.13.6.

§ A4.4.3 An arbitration pursuant to this Section A.4.4 may be joined with an arbitration involving common issues of law
or fact between the Owner or Design-Builder and any person or entity with whom the Owner or Design-Builder has a
contractual obligation to arbitrate disputes which does not prohibit consolidation or joinder. No other arbitration arising
out of or relating to the Design-Build Contract shall include, by consolidation, joinder or in any other manner, an
additional person or entity not a party to the Design-Build Contract or not a party to an agreement with the Owner or
Design-Builder, except by written consent containing a specific reference to the Design-Build Contract signed by the
Owner and Design-Builder and any other person or entities sought to be joined. Consent to arbitration involving an
additional person or entity shall not constitute consent to arbitration of any claim, dispute or other matter in question not
described in the written consent or with a person or entity not named or described therein. The foregoing agreement to
arbitrate and other agreements fo arbitrate with an additional person or entity duly consented to by the parties to the
Agreement shall be specifically enforceable in accordance with applicable law in any court having jurisdiction thereof.

§ A.4.4.4 Claims and Timely Assertion of Claims. The party filing a notice of demand for arbitration must assert in
the demand all Claims then known to that party on which arbitration is permitted to be demanded.

§ A.4.4.5 Fudgment on Final Award. The award rendered by the arbitrator or arbitrators shall be final, and judgment
may be entered upon it in accordance with applicable law in any court having jurisdiction thereof.

ARTICLE A5 AWARD OF CONTRACTS

§ A.5.1 Unless otherwise stated in the Design-Build Documents or the bidding or proposal requirements, the Design-
Builder, as soon as practicable after award of the Design-Build Contract, shall furnish in writing to the Owner the
names of additional persons or entities not originally included in the Design-Builder’s proposal or in substitution of a
person or entity (including those who are to furnish design services or materials or equipment fabricated to a special
design) proposed for each principal portion of the Work. The Owner will prompily reply to the Design-Builder in
writing stating whether or not the Owner has reasonable objection to any such proposed additional person or entity.
Failure of the Owner to reply promptly shall constitute notice of no reasonable objection.

§ A.5.2 The Design-Builder shall not contract with a proposed person or entity to whom which the Owner has made
reasonable and timely objection. The Design-Builder shall not be required to contract with anyone to whom the
Design-Builder has made reasonable objection.

§ A.5.3 If the Owner has reasonable objection to a person or entity proposed by the Design-Builder, the Design-Builder
shall propase another to whom the Owner has no reasonable objection. If the proposed but rejected additional person
or entity was reasonably capable of performing the Work, the Contract Sum and Contract Time shall be increased or
decreased by the difference, if any, occasioned by such change, and an appropriate Change Order shall be issued
before commencement of the substitute person’s or entity’s Work. However, no increase in the Contract Sum or
Contract Time shall be allowed for such change unless the Design-Builder has acted promptly and responsively in
submitting names as required.

§ A.5.4 The Design-Builder shall not change a person or entity previously selected if the Owner makes reasonable
abjection to such substitute.

§ A.5.5 CONTINGENT ASSIGNMENT OF CONTRACTS
§ A.5.5.1 Each agreement for a portion of the Work is assigned by the Design-Builder to the Owner provided that:
1 assignment is effective only after termination of the Design-Build Contract by the Owner for cause
pursuant to Section A.14.2 and only for those agreements which the Owner accepts by notifying the
contractor in writing; and
.2 assignment is subject to the prior rights of the surety, if any, obligated under bond relating to the
Design-Build Contract.
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§ A.5.5.2 Upon such assignment, if the Work has been suspended for more than 30 days, the Contractor’s compensation
shall be equitably adjusted for increases in cost resulting from the suspension.

ARTICLE A6 CONSTRUCTION BY QOWNER OR BY SEPARATE CONTRACTORS

§ A.6.1 OWNER’S RIGHT TO PERFORM CONSTRUCTION AND TO AWARD SEPARATE CONTRACTS

§ A.6.1.1 The Owner reserves the right to perform construction or operations related to the Project with the Owner’s
own forces and to award separate contracts in connection with other portions of the Project or other construction or
operations on the site. The Design-Builder shall cooperate with the Owner and separate contractors whose work might
interfere with the Design-Builder’s Work. If the Design-Builder claims that delay or additional cost is involved
because of such action by the Owner, the Design-Builder shall make such Claim as provided in Section A.4.1.

§ A6.1.2 The term “‘separate contractor” shall mean any contractor retained by the Owner pursuant to Section A.6.1.1,

§ A.6.1.3 The Owner shall provide for coordination of the activities of the Owner's own forces and of each separate
contractor with the work of the Design-Builder, who shall cooperate with them. The Design-Builder shall participate
with other separate contractors and the Owner in reviewing their construction schedules when directed to do so. The
Design-Builder shall make any revisions to the construction schedule deemed necessary after a joint review and
mutual agreement. The construction schedules shall then constitute the schedules to be used by the Design-Builder,
separate contractors and the Owner until subsequently revised.

§ A.6.2 MUTUAL RESPONSIBILITY
§ A.6.2.1 The Design-Builder shall afford the Owner and separate contractors reasonable opportunity for introduction
and storage of their materials and equipment and performance of their activities and shall connect and coordinate the

Design-Builder’s construction and operations with theirs as required by the Design-Build Documents.

§ A.6.2.2 If part of the Design-Builder's Work depends for proper execution or results upon design, construction or
operations by the Owner or a separate contractor, the Design-Builder shall, prior to proceeding with that portion of the
Work, promptly report to the Owner apparent discrepancies or defects in such other construction that would render it
unsuitable for such proper execution and resuits. Failure of the Design-Builder so to report shall constitute an
acknowledgment that the Owner’s or separate contractor’s completed or partially completed construction is fit and
proper to receive the Design-Builder’s Work, except as to defects not then reasonably discoverable,

§ A6.2.3 The Owner shall be reimbursed by the Design-Builder for costs incurred by the Owner which are payable to a
separate contractor becanse of delays, improperly timed activities or defective construction of the Design-Builder. The
Owner shall be responsible to the Design-Builder for costs incurred by the Design-Builder because of delays,
improperly timed activities, damage to the Work or defective construction of a separate contractor.

§ A.6.2.4 The Design-Builder shall promptly remedy damage wrongfully caused by the Design-Builder to completed or
partially completed construction or to property of the Owner or separate contractors.

§ A.6.2.5 The Owner and each separate contractor shall have the same responsibilities for cutting and patching as are
described in Section A.3.13.

§ A.6.3 OWNER'S RIGHT TO CLEAN UP

§ A.6.3.1 If a dispute arises among the Design-Builder, separate contractors and the Qwner as to the responsibility
under their respective contracts for maintaining the premises and surrounding area free from waste materials and
rubbish, the Owner may clean up and the Owner shall allocaté the cost among those responsible.

ARTICLE A.7 CHANGES IN THE WORK

§ A.7.1 GENERAL

§ A.7.1.1 Changes in the Work may be accomplished after execution of the Design-Build Contract, and without
invalidating the Design-Build Contract, by Change Order or Construction Change Directive, subject to the limitations
stated in this Article A.7 and elsewhere in the Design-Build Documents.

§ A.7.1.2 A Change Order shall be based upon agreement between the Owner and Design-Builder. A Construction
Change Directive may be issued by the Owner with or without agreement by the Design-Builder.
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§ A.7.1.3 Changes in the Work shall be performed under applicable provisicns of the Design-Build Documents, and the
Design-Builder shall proceed promptly, vnless otherwise provided in the Change Order or Construction Change

Directive.

§ A.7.2 CHANGE ORDERS
§ A.7.2.1 A Change Order is a written instrument signed by the Owner and Design-Builder statmg the:r agxeement
upon all of the following: ;

A a change in the Work;

.2 the amount of the adjustment, if any, in the Contract Sum; and

.3 the extent of the adjustment, if any, in the Contract Time.

§ A.7.2.2 If the Owner requests a proposal for a change in the Work from the De51gn~Bu11der and subsequently elects
not to proceed with the change, a (‘hange Order shall be issued tor& 1mburse the Design-Builder for any costs incurred
for estzmamag services, design services or preparation of proposea revisions to the Design-Build Documents.

§AT7.23 Methods used in determining adjustments to the Contract Sum may include those listed in Section A.7.3.3.

§ A.7.3 CONSTRUCTION CHANGE DIRECTIVES
§ A.7.3.1 A Construction Change Directive is a written order signed by the Owner directing a change in the Work prior
to agreement on adjustment, if any, in the Contract Sum or Contract Time, or both. The Owner may by Construction
Change Directive, without invalidating the Design-Build Contract, order changes in the Work within the general scope
of the Design-Build Documents consisting of additions, deletions or othér Tevisions, the Contract Sum and Contract
Time being adJusted accordmgly :

§AT32A C‘onstrucnon Change Directive shall be used i the absence of total agreement on the terms of a Change
Order ) ; ]

§ A.7.3.3 If the Construction Change Dlrectwe ‘provides for an adjustment to the Contract Sum, he adjustment shall be
based on one of the following methodst:™
.1 mutual acceptance of 2 1ump sum properly itemized and supported by sufﬁcxent substannatmg data to
permit evaluation;
.2 unit pmces stated in the Design-Build Documents or subsequently agreed upon, or equitably adjusted as
provided in Section A4.1.9; T
3 costto be determined in a manner agreed upon by the parties and a mutually acceptable fixed or
percentage fee; or
4 asprovided in Section A.7.3.6.

§ A.7.3.4 Upon receipt of a Construction Change Directive, the Design-Builder shall promptly proceed with the change
in the Work involved and advise the Owner of the Design-Builder’s agreement or disagreement with the method, if
any, provided in the Construction Change Directive for determining the proposed adjustment in the Contract Sum or
Contract Time.

§ A.7.3.5 A Construction Change Directive signed by the Design-Builder indicates the agreement of the Design-Builder
therewith, including adjustment in Contract Sum and Contract Time or the method for determining them. Such
agreeément shall be effective immediately and shall be recorded as a Change Order.

§ A.7.3.6 If the Design-Builder does not respond promptly or dlsagrees with the method for adjustment in the Contract
Sum, the method and the adjustment shali be deterfhmed by the Owaner on the basis of reasonable expendltures arid
savings of those performing the Work attnbutable tothe change, including, in case of an increase in the Contract Sum,
a reasonable allowance for overhead and profit In such case, and also under Section A.7.3.3.3, the Desxgn—Bmlder
shall keep and present, in such form’  the Owner may prescribe, an itemized accounting together with appropriate
sapporting data. Unless otherwxse px:ovuied in the Design-Build Documents, costs for the purposes of this Section
A.7.3.6 shall be limited to rthe following: i
A additidnal Gosts of professional services; Core
2 costs of labor, including social security, old age and unemployment insurance, fringe benefits required
by agreement or custom, and workers’ compensation insurance;
3 costs of materials, supplies and equipment, including cost of transportation, whether incorporated or
consumed;
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4 rental costs of machinery and equipment, exclusive of hand tools, whether rented from the Design-
Builder or others;

5 costs of premiums for all bonds and insurance, permit fees, and sales, use or similar taxes related to the
Work; and

.6 additional costs of supervision and field office personnel directly attributable to the change.

§ A.7.3.7 The amount of credit 1o be allowed by the Design-Builder to the Owner for a deletion or'cl'i:énge that results in
a net decrease in the Contract Sum shall be actual net cost. When both additions and credits ¢ covermg related Work or
substitutions are involved in a change, the allowance for overhead and profit shan be ﬁgured on the basis of net

increase, if any, with respect to that change.

§ A.7.3.8 Pending final determination of the total cost of a Construction C‘hange Directive to the Owner, amounts not in
dispute for such changes in the Work shall be included in Apphcatxons for Payment accompanied by a Change Order
indicating the parties’ agreement with part or all of such costs, For any portion of such cost that remains in dispute, the
Owner shall make an interim determination for purposes of monthly payment for those costs. That determination of
cost shall adjust the Contract Sum on the same basis as a Change Order, subject to the right of the Design-Builder to
disagree and assert a Claim in accordance with Article A.4.

§ A.7.3.9 When the Owner and Design-Builder reach agreement concerning the adjustments in the Contract Sum and
Contract Time, or otherwise reach agreement npon the adjustments, such agreement shall be effective immediately and
shall be recorded by preparation and execution of an appropriate Change Order.

§ A.7.4 MINOR CHANGES IN THE WORK '

§ A.7.4.1 The Owner shall have authority to order minor changes in the Work not involving adjustment in the Contract
Sum or extension of the Contract Time and not inconsistent with the intent of the Design-Build Documents. Such
changes shall be effected by written order and shall ba bmdmg on the Design-Builder. The Des:gn—Bullder shall carry

out such wmten orders promptly.

ARTIGLE A8 TIME

§ A.8.1 DEFINITIONS ’
§ A.8.1.1 Unless otherwise provided, Contract Time is the period of time, mcludmg authorxzed adjustments, allotted in

the Design-Build Documents for Substantial Completion of the Work.

§ A.8.1.2 The date of commencement of the Work shall be the date stated in the Agreement unless provision is made
for the date to be fixed in a notice to proceed igsued by the Owner.

§ A.8.1.3 The date of Substantial Completion is the date determined by the Owner in accordance with Section A.9.8.

§ A.8.1.4 The term “day” as used in the Design-Build Documents shall mean calendar day unless otherwise specifically
defined.

§ A.8.2 PROGRESS AND COMPLETION
§ A.8.2.1 Time limits stated in the Design-Build Documents are of the essence of the Design-Build Contract, By
executing the Design-Build Contract, the Design-Builder confirms that the Contract Time is a reasonable period for

performing the Work.

§ A.8.2.2 The Design-Builder shall not knowingly, except by agreement or instruction of the Owner in writing,
prematurely commence construction operations on’ fhe sité or elsewhere prior to the effective date of insurancé -
required by Article A.11 to be furnished by the Desxgn—Bmlder and Owner. The date of commencement of the’ Work
shall not be changed by the effective date of such insurance. Unless the date of commencement is esfablished by the
Design-Build Documents or a notice. 10 proceed given by the Owner, the Design-Builder shall notlfy the Owner in
writing not less than five days or other agreed period before commencing the Work to penmt the timely filing of

mortgages, mechamc ] hens and other security interests.

§ A.8.2.3 The Design-Builder shall proceed expeditiously with adequate forces and shall achieve Substantial
Completion within the Contract Time.
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§ A.8.3 DELAYS AND EXTENSIONS OF TIME

§ A.8.3.1 If the Design-Builder is delayed at any time in the commencement or progress of the Work by an act or
neglect of the Owner or of a separate contractor employed by the Owner, or by changes ordered in the Work, or by
labor disputes, fire, unusual delay in deliveries, unavoidable casualties or other causes beyond the Design-Builder's
control, or by delay anthorized by the Owner pending resolution-of disputes pursuant to the Design-Build Documents,
or by other causes which the Owner determines may justify delay, then the Contract Time shall be extended by
Change Order for such reasonable time as the Owner may determine.

§ A.8.3.2 Claims relating to time shall be made in accordance with applicable provisions of Section A.4.1.7.

§ A.8.3.3 This Section A.8.3 does not preclude recovery of damages for delay by either party under other provisions of
the Design-Build Documents.

ARTICLE A8 PAYMENTS AND COMPLETION

§ A.9.1 CONTRACT SUM
§ A.9.1.1 The Contract Sum is stated in the Design-Build Documents and, including anthorized adjustments, is the total

amount payable by the Owner to the Design-Builder for performance of the Work under the Design-Build Documents.

§ A.9.2 SCHEDULE OF VALUES

§ A.9.2.1 Before the first Application for Payment, where the Contract Sum is based upon a Stipulated Sum or the Cost
of the Work plus Contractor’s Fee with a Guaranteed Maximum Price, the Design-Builder shall submit to the Owner
an initial schedule of values allocated to various portions of the Work prepared in such form and supported by such
data to substantiate its accuracy as the QOwner may require. This schedule, unless objected to by the Owner, shall be
used as a basis for reviewing the Design-Builder's Applications for Payment. The schedule of values may be updated
periodically to reflect changes in the allocation of the Contract Sum.,

§ A.9.3 APPLICATIONS FOR PAYMENT

§ A.9.3.1 At least ten days before the date established for each progress payment, the Design-Builder shall submit to the
Owner an itemized Application for Payment for operations completed in accordance with the current schedule of
values. Such application shall be notarized, if required, and supported by such data substantiating the Design-Builder’s
right to payment as the Owner may require, such as copies of requisitions from Contractors and material suppliers, and
reflecting retainage if provided for in the Design-Build Documents:

§ A.9.3.1.1 As provided in Section A.7.3.8, such applications may include requests for payment on account of Changes
in the Work which have been properly authorized by Construction Change Directives but are not yet included in

Change Orders.

§ A.9.3.1.2 Such applications may not include requests for payment for portions of the Work for which the Design-
Builder does not intend to pay to a Contractor or material supplier or other parties providing services for the Design-
Builder, unless such Work has been performed by others whom the Design-Builder intends to pay.

§ A.9.3.2 Unless otherwise provided in the Design-Build Documents, payments shall be made on account of materials
and equipment delivered and suitably stored at the site for subsequent incorporation in the Work. If approved in
advance by the Owner, payment may similarly be made for materials and equipment suitably stored off the site at a
location agreed upon in writing. Payment for materials and equipment stored on or off the site shall be conditioned
upon compliance by the Design-Builder with procedures satisfactory to the Owner to establish the Owner’s title to
such materials and equipment or otherwise protect the Owner’s interest and shall include the costs of applicable
insurance, storage and transportation to the site for such materials and equipment stored off the site.

§ A.9.3.3 The Design-Builder warrants that title to all Work other than Instruments of Service covered by an
Application for Payment will pass to the Owner no later than the time of payment. The Design-Builder further
warrants that, upon submittal of an Application for Payment, all Work for which Certificates for Payment have been
previously issued and payments received from the Owner shall, to the best of the Design-Builder’s knowledge,
information and belief, be free and clear of liens, Claims, security interests or encumbrances in favor of the Design-
Builder, Contractors, Subcontractors, material suppliers, or other persons or entities making a claim by reason of
having provided labor, materials and equipment relating to the Work.

AIA Documnent A141™. 2004, Copyright ©® 2004 by The American Institula of Architects, All rights reserved. WARN!NG This AIA® Document is

protected by U.S. Copyright Law and International Treaties. Unauthorized reproduction or distribution of this AIA® Document, or any portion of 18
It, may result In severe civil and criminal penaltles, and will be prosecuted fo the maximum extent possible under the faw. Purchasers ara

permilted {o reproduce ten (10) coples of this document when completed. To report copyright violations of AIA Contract Documents, e-mall The American
Institute of Archltects’ legal counsel, copyright@ala.org.



mailto:copyrighl@aia.org

Ehb'}g
S9-57

§ A.9.4 ACKNOWLEDGEMENT OF APPLICATION FOR PAYMENT

§ A.9.4.1 The Owner shall, within seven days after receipt of the Design-Builder’s Application for Payment, issue to
the Design-Builder a written acknowledgement of receipt of the Design-Builder’s Application for Payment indicating
the amount the Owner has determined to be properly due and, if applicable, the reasons for withholding payment in
whole or in part.

§ A.9.5 DECISIONS TO WITHHOLD PAYMENT ‘
§ A.9.5.1 The Owner may withhold a payment in whole or in part to the extent reasonably necéssary to protect the
Owner due to the Owner’s determination that the Work has not progressed to the point indicated in the Application for
Payment or that the quality of Work is not in accordance with the Design-Build Documents. The Owner may also
withhold a payment or, because of subsequently discovered evidence, may nullify the whole or a part of an
Application for Payment previously issued to such extent as may be necessary to protect the Owner from loss for
which the Design-Builder is responsible, including loss resulting from acts and omissions, because of the following:
A defective Work not remedied; :
2 third-party claims filed or reasonable evidence indicating probable filing of such claims unless security
acceptable to the Owner is provided by the Design-Builder;
3 failure of the Design-Builder to make payments properly to Contractors or for design services labor,
materials or equipment;
4 reasonable evidence that the Work cannot be completed for the unpaid balance of the Contract Sum;
5 damage to the QOwner or a separate contractor;
6 reasonable evidence that the Work will not be completed within the Contract Time and that the unpaid
balance would not be adequate to cover actal or liquidated damages for the anticipated delay; or
.1 persistent faflure to carry out the Work in accordance with the Design-Build Documents.

§ A.9.5.2 When the above reasons for withholding payment are removed, payment will be made for amounts previously
withheld.

§ A.8.6 PROGRESS PAYMENTS
§ A.8.6.1 After the Owner has issued a written acknowledgement of receipt of the Design-Builder’s Application for
Payment, the Owner shall make payment of the amount, in the manner and within the time provided in the Design-

Build Documents.

§ A.9.6.2 The Design-Builder shall promptly pay the Architect, each design professional and other consultants retained
directly by the Design-Builder, upon receipt of payment from the Owner, out of the amount paid to the Design-Builder
on account of each such party’s respective portion of the Work, the amount to which each such party is entitled.

§ A.9.6.3 The Design-Builder shall promptly pay each Contractor, upon receipt of payment from the Owner, out of the
amount paid to the Design-Builder on account of such Contractor’s portion of the Work, the amount to which said
Contractor is entitled, reflecting percentages actually retained from payments to the Design-Builder on account of the
Contractor’s portion of the Work. The Design-Builder shall, by appropriate agreement with each Contractor, require
each Contractor to make payments to Subcontractors in a similar manner.

§ A.9.6.4 The Owner shall have no obligation to pay or to see to the payment of money to a Contractor except as may
otherwise be required by law.

§ A.9.6.5 Payment to material suppliers shall be treated in a manner similar to that provided in Sections A.9.6.3 and
AS.6.4.

§ A.9.6.6 A progress payment, or partial or entire use or occupancy of the Project by the QOwner, shall not constitute
acceptance of Work not in accordance with the Design-Build Documents.

§ A.9.6.7 Unless the Design-Builder provides the Owner with a payment bond in the full penal sum of the Contract
Sum, payments received by the Design-Builder for Work properly performed by Contractors and suppliers shall be
held by the Design-Builder for those Contractors or suppliers who performed Work or furnished materials, or both,
under contract with the Design-Builder for which payment was made by the Owner. Nothing contained herein shall
require money to be placed in a separate account and not be commingled with money of the Design-Builder, shall
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create any fiduciary liability or tort liability on the part of the Design-Builder for breach of trust or shall entitle any
person or entity to an award of punitive damages against the Design-Builder for breach of the requirements of this
provision.

§ A.9.7 FAILURE OF PAYMENT

§ A.9.7.1 If for reasons other than those enumerated in Section A.9.5.1, the Owner does not issue a payment within the
time period required by Section 5.1.3 of the Agreement, then the Design-Builder may, upon sevesi additional days’
written notice to the Owner, stop the Work until payment of the amount owing has been recewed The Contract Time
shall be extended appropriately and the Contract Sum shall be increased by the amount “of the Design-Builder's
reasonable costs of shutdown, delay and start-up, plus interest as provxded for in the DESlgn-Bulld Documents

§ A.0.8 SUBSTANTIAL COMPLETION
§ A.9.8.1 Substantial Completion is the stage in the progress of the Wor vhen the Work or designated portion thereof is
sufficiently complete in accordance with the Design-Build Documents so that the Owner can occupy or use the Work or a

portion thereof for its intended use.

§ A.9.8.2 When the Design-Builder considers that the Work, or a portion thereof which the Owner agrees to accept
separately, is substantially complete, the Design-Builder shall prepare and submit to the Owner a comprehensive list of
items to be completed or corrected prior to final payment. Failure to include an item on such list does not alter the
responsibﬂity of the Design-Builder to complete all Work in accordance with the Design-Build Documents.

§ A.8.8.3 Upon receipt of the Design-Builder’s list, the Owner shall make an inspection to determine whether the Work
or designated portion thereof is substantially complete. If the Owner’s mspectmn discloses any item, whether or not
included on the Design-Builder’s list, which is not substantlally complctc, the Design-Builder shall complete or correct
such item. In such case, the Design-Builder shall then subrit a request for another inspection by the Owner to ‘
determine whether the Design-Builder’s Work is substantlally complete. W

§ A.9.8.4 In the event of a dispute regardmg whethcr the Design-Builder’s Work is substantially complate, the dispute
shall be resolved pursuant to Article A 4 RS

§A9.8. 5 ‘When the Work or desxgnated portion thereof is substantially complete, the Desngn~Buﬂder shall prepare for the
Owner's signature an Acknowledgement of Substantial Completion which, when sigried by the Owner, shall establish (1)
the date of Substantial Completion of the Work, (2) responsibilities between the’Owner and Design-Builder for security,
maintenance, heat, ufilities, damage to the Work and insurance, and (3) the time within which the Design-Builder shall
finish all items on the list accompanying the Acknowledgement. When the Owner’s inspection discloses that the Work or
a designated portion thereof is substantially complete, the Owner shall sign the Acknowledgement of Substantial
Completion. Warranties required by the Design-Build Documents shall commence on the date of Substantial Completion
of the Work or designated portion thereof unless otherwise provided in the Acknowledgement of Substantial Completion.

§ A.9.8.6 Upon execution of the Acknowledgement of Substantial Completion and consent of surety, if any, the Owner
shall make payment of retainage applying to such Work or designated portion thereof. Such payment shall be adjusted
for Work that is incomplete or not in accordance with the requirements of the Design-Build Documents.

§ A.9.9 PARTIAL OCCUPANCY OR USE

§ A.9.9.1 The Owner may occupy or use any completed or partially completed portion of the Work at any stage when
such portion is designated by separate agreement with the Design-Builder, provided such occupancy or use is
consented to by the insurer, if so required by the insuref, and authorized by public authorities having jurisdiction over
the Work. Such partial occupancy or use may commeénce whether or not the portion is substantially complete, pxovlded
the Qwner and Design-Builder have accepted i in wntmg the responsibilities a531gned to each of them for payments,
retamage, if any, security, maintenance, heat, utilities, damage to the Work and insurance, and have agreed in writing
concerning the period for completlon or correction of the Work and commencement of warranties required by the
Design-Build Documents. Whed thé Design-Builder considers a poition substantially complete, the Design-Builder
shall prepare and submit a list to the Owner as provided under Section A.9.8.2. Consefit of the Design-Builder to
partial occupancy or wse shall not be unreasonably withheld. The stage of the progress of the Work shall be determined
by written agreement between the Owner and Design-Builder.

§ A.9.9.2 Immediately prior to such partial occupancy or use, the Owner and Design-Builder shall jointly inspect the
area to be occupied or portion of the Work to be used to determine and record the condition of the Work.
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§ A.9.9.3 Unless otherwise agreed upon, partial occupancy or use of a portion or portions of the Work shall not
constitute acceptance of Work not complying with the requirements of the Design-Build Documents,

§ A.9.10 FINAL COMPLETION AND FINAL PAYMENT

§ A.9.10.1 Upon receipt of written notice that the Work is ready for final inspection and acceptance and upon receipt of
a final Application for Payment, the Owner shall promptly make such inspection and, when the Owner finds the Work
acceptable under the Design-Build Documents and fully performed, the Owner shall, sub;ect to Secnon A9.10.2,
promptly make final payment to the Design-Builder. o E e

§ A.8.10.2 Neither final payment nor any remaining retained percentage will becorne tue untll the Design-Builder
submits to the Owner (1) an affidavit that payrolls, bills for materials and eqmpment ‘and other indebtedness
connected with the Work for which the Owner or the Owner’s property. | mlght be responsible or encumbered (less
amounts withheld by Owner) have been pmd or otherwise satisﬁed (2) a certificate evidencing that insurance required
by the Desxgn—Bmld Documents to remain in force after finaj payment is currently in effect and will not be cancelled
or allowed to expire until at least 30 days’ prior written notice has been given to the Owner, (3) a written statement
that the Design-Builder knows of no substantial reason that the insurance will not be renewable to cover the period
required by the Design-Build Documents, (4) consent of surety, if any, to final payment, and (5) if required by the
Owner, other data establishing payment or satisfaction of obligations, such as receipts, releases and waivers of liens,
claims, security interests or encumbrances arising out of the Design-Build Contract, to the extent and in such form as
may be designated by the Owner. If a Contractor refuses to furnish a release or waiver required by the Owner, the
Design-Builder may furnish a bond satisfactory to the Owner to mdemmfy the Owner against such len. If such lien
remains unsatisfied after payments are made, the Design-Builder shall refund to the Owner all money that the Owner
may be liable to pay in connection with the discharge of such hen, mcludmg all costs and reasonable attorneys’ fees,

§ A.9.10.3 If, after the Owner determines that the Dcmgn-Buﬂder s Work or designated portion thereof is substantially
completed, final completion thereof is materially delayed through no fault of the Design-Builder or by issnance of &
Change Order or 2 Construction Change Directive affecting final completion, the Owner shall, upon apphcatxon by the
Desxgn*Bullder, make payment of the balance “due for that portion of the Work fully completed and accqpted If the
remaining balance for Work not fully | completed or corrected is less than retainage stipulated in:the Design-Build
Documents, and if bonds have been fufnished, the written consent of surety to payment of' the ‘balarice due for that
portion of the Work fully completed and accepted shall be submitted by the Design-Builder. Such payment shall be
made under terms and conditions governing final payment, except that it shall not E:@iisﬁtute a waiver of claims.

§ A.9.10.4 The making of final payment shall constitute a waiver of Claims by the Owner except those arising from:
A liens, Claims, security interests or encumbrances arising out of the Design-Build Documents and
unsettled;
2 failure of the Work to comply with the requirements of the Design-Build Documents; or
3 terms of special warranties required by the Design-Build Documents.

§ A.8.10.5 Acceptance of final payment by the Design-Builder, a Contractor or material supplier shall constitute a
waiver of claims by that payee except those previously made in writing and identified by that payee as unsettled at the
time of final Application for Payment.

ARTICLE A10 PROTECTION OF PERSONS AND PROPERTY

§ A.10.1 SAFETY PRECAUTIONS AND PROGRAMS

§ A:10.1.1 The Design-Builder shall be responsible for initiating and maintaining all safety precautions and programs in
connection with the performance of the Des1on-Bu11d Contract

§ A10.2 SAFETY OF PERSONS AND PROPERTY | T
§ A.10.2.1 The Design-Builder shall take- reasonable precautions for safety of, and shall provide reasonab1e protectlon
to prevent damage, injury or loss to: : o

4 employees on thé Work and other persons who may be affected thereby; -~ '

2 the Work and matérials and equipment to be incorporated therein, whether in storage on or off the site
or under the care, custody or control of the Design-Builder or the DeSLgn~Bu11der s Contractors or
Subcontractors; and

3 other property at the site or adjacent thereto, such as trees, shxubs lawns, walks, pavements, roadways,
structures and utilities not designated for removal, relocation or replacement in the course of

construction.
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§ A.10.2.2 The Design-Builder shall give notices and comply with applicable laws, ordinances, rules, regulations and
lawful orders of public authorities bearing on safety of persons or property or their protection from damage, injury or
loss.

§ A.10.2.3 The Design-Builder shall erect and maintain, as required by existing conditions and performance of the
Design-Build Documents, reasonable safeguards for safety and protection, including posting danger signs and other
warnings against hazards, promulgating safety regulations and notifying owners and users of adjacent sites and
utilities.

§ A.10.2.4 When use or storage of explosives or other hazardous materials or equipment or unusual methods are
necessary for execution of the Work, the Design-Builder shall exercise utmost care and carry on such activities under

supervision of properly qualified personnel.

§ A.10.2.5 The Design-Builder shall promptly remedy damage and loss (other than damage or loss insured under
property insurance required by the Design-Build Documents) to property referred to in Sections A,10.2.1.2 and
A.10.2.1.3 caused in whole or in part by the Design-Builder, the Architect, a Contractor, a Subcontractor, or anyone
directly or indirectly employed by any of them or by anyone for whose acts they may be liable and for which the
Design-Builder is responsible under Sections A.10.2.1.2 and A.10.2.1.3, except damage or loss attributable to acts or
omissions of the Owner or anyone directly or indirectly employed by the Owner, or by anyone for whose acts the
Owner may be liable, and not attributable to the fault or negligence of the Design-Builder. The foregoing obligations
of the Design-Builder are in addition to the Design-Builder’s obligations under Section A.3.17.

§ A.10.2.6 The Design-Builder shall designate in writing to the Owner a responsible individual whose duty shall be the
prevention of accidents.

§ A.10.2.7 The Design-Builder shall not load or permit any part of the construction or site to be loaded 50 as to
endanger its safety. "

§ A10.3 HAZARDOUS MATERIALS

§ A.10.3.1 If reasonable precautions will be inadequate to prevent foreseeable bodily injury or death to persons
resulting from a material or substance, including but not limited to asbestos or polychlorinated biphenyl (PCB),
encountered on the site by the Design-Builder, the Design-Builder shall, upon recognizing the condition, immediately
stop Work in the affected area and report the condition to the Owner.

§ A.10.3.2 The Owner shall obtain the services of a licensed laboratory to verify the presence or absence of the material
or substance reported by the Design-Builder and, in the event such material or substance is found to be present, to
verify that it has been rendered harmless. Unless otherwise required by the Design-Build Documents, the Owner shall
furnish in writing to the Design-Builder the names and qualifications of persons or entities who are to perform tests
verifying the presence or absence of such material or substance or who are to perform the task of removal or safe
containment of such material or substance. The Design-Builder shall promptly reply to the Owner in writing stating
whether or not the Design-Builder has reasonable objection to the persons or entities proposed by the Owner. If the
Design-Builder has an objection to a person or entity proposed by the Owner, the Owner shall propose another to
whom the Design-Builder has no reasonable objection. When the material or substance has been rendered harmless,
work in the affected area shall resume upon written agreement of the Owner and Design-Builder, The Contract Time
shall be extended appropriately, and the Contract Sum shall be increased in the amount of the Design-Builder’s
reasonable additional costs of shutdown, delay and start-up, which adjustments shall be accomplished as provided in

Article A.7.

§ A10.3.3 To the fullest extent permitted by law, the Owner shall indemnify and hold harmless the Design-Builder,
Contractors, Subcontractors, Architect, Architect’s consultants and the agents and employees of any of them from and
against Claims, damages, losses and expenses, including but not limited to attorneys’ fees, arising out of or resuiting
from performance of the Work in the affected area if in fact the material or substance exists on site as of the date of the
Agreement, is not disclosed in the Design-Build Documents and presents the risk of bodily injury or death as described
in Section A,10.3.1 and has not been rendered harmless, provided that such Claim, damage, loss or expense is
attributable to bodily injury, sickness, disease or death or to injury to or destruction of tangible property (other than the
Work itself) to the extent that such damage, loss or expense is not due to the negligence of the Design-Builder,
Contractors, Subcontractors, Architect, Architect’s consultants and the agents and employees of any of them.
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§ A.10.4 The Owner shall not be responsible under Section A.10.3 for materials and substances brought to the site by
the Design-Builder unless such materials or substances were required by the Design-Build Documents.

§ A.10.5 If, without negligence on the part of the Design-Builder, the Design-Builder is held liable for the cost of
remediation of a hazardous material or substance solely by reason of performing Work as required by the Design-
Build Documents, the Owner shall indemnify the Design-Builder for all cost and expense thereby incurred.

§ A.10.6 EMERGENCIES

§ A.10.6.1 In an emergency affecting safety of persons or property, the Design-Builder shall act, at the Design-
Builder's discretion, to prevent threatened darnage, injury or loss. Additional compensation or extension of time
claimed by the Design-Builder on account of an emergency shall be determined as provided in Section A.4.1.7 and

Article A7,

ARTICLE A11 INSURANCE ANDBONDS

§ A11.1 Except as may otherwise be set forth in the Agreement or elsewhere in the Design-Build Documents, the Owner
and Design-Builder shall purchase and maintain the following types of insurance with limits of liability and deductible
amounts and subject to such terms and conditions, as set forth in this Article A.11.

§ A.11.2 DESIGN-BUILDER’S LIABILITY INSURANCE
§ A11.2.1 The Design-Builder shall purchase from and maintain in a company or companies lawfully authorized to do
business in the jurisdiction in which the Project is located such insurance as will protect the Design-Builder from claims
set forth below that may arise out of or result from the Design-Builder’s operations under the Design-Build Contract and
for which the Design-Builder may be legally liable, whether such operations be by the Design-Builder, by a Contractor or
by anyone directly or indirectly employed by any of them, or by anyone for whose acts any of them may be liable:
claims under workers’ compensation, disability benefit and other similar employee benefit acts which
are applicable to the Work to be performed,; , :
2 claims for damages because of bedily injury, occupational sickness or disease, or death of the Design-
Builder’s employees; ]
3 claims for damages because of bodily injury, sickness or disease, or death of any person other than the
Design-Builder’s employees;
4 clairmns for damages insured by usual personal injury liability coverage;
5 claims for damages, other than to the Work itself, because of injury to or destruction of tangible
property, including loss of use resulting therefrom; )
&  claims for damages becanse of bodily injury, death of a person or property damage arising out of
ownership, maintenance or use of a motor vehicle;
. claims for bodily injury or property damage arising out of completed operations; and
8 claims involving contractual liability insurance applicable to the Design-Builder’s obligations under
Section A.3.17.

§ A.11.2.2 The insurance required by Section A.11.2.1 shall be written for not less than limits of liability specified in
the Design-Build Documents or required by law, whichever coverage is greater. Coverages, whether written on an
occurrence or claims-made basis, shall be maintained without interruption from date of commencement of the Work
until date of final payment and termination of any coverage required to be maintained after final payment,

§ A.11.2.3 Certificates of insurance acceptable to the Owner shall be filed with the Owner prior to commencement of
the Work. These certificates and the insurance policies required by this Section A.11.2 shall contain a provision that
coverages afforded under the policies will not be canceled or allowed to expire until at least 30 days’ prior written
notice has been given to the Owner. If any of the foregoing insurance coverages are required to remain in force after
final payment and are reasonably available, an additional certificate evidencing continuation of such coverage shall be
submitted with the final Application for Payment as required by Section A.9.10.2. Information concerning reduction of
coverage on account of revised limits or claims paid under the General Aggregate, or both, shall be furnished by the
Design-Builder with reasonable promptness in accordance with the Design-Builder's information and belief,

§ A.11.3 OWNER'S LIABILITY INSURANCE
§ A.11.3.1 The Owner shall be responsible for purchasing and maintaining the Owner’s usual lability insurance.
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§ A.11.4 PROPERTY INSURANCE

§ A11.4.1 Unless otherwise provided, the Owaner shall purchase and maintain, in a company or companies lawfully
authorized to do business in the jurisdiction in which the Project is located, property insurance written on a builder’s risk,
“all-risk” or equivalent policy form in the amount of the initial Contract Sum, plus the value of subsequent Design-Build
Contract modifications and cost of materials supplied or instatled by others, comprising total value for the entire Project at
the siteona replacement cost basis without optional deductibles. Such property insurance shall be maintained, unless
otherwise provided in the Design-Build Documents or otherwise agreed in writing by ali persons and entities who are
beneficiaries of such insurance, until final payment has been made as provided in Section A.9. 1(5 or until no person or
entity other than the Owner has an insurable interest in the property required by this Sectxon A.i1.4 1o be covered,
whichever is later. This insurance shall inctude interests of the Owner, Demgn—Bmlder (“omractors and Subcontractors in
the Project. ST

§ A.11.4.1.1 Property insurance shall be on an “all-risk” or equwalentpohcy form and shall include, without limitation,
insurance against the perils of fire (with extended coverage) and physical loss or damage including, without
duplication of coverage, theft, vandalism, malicious mischief; collapse, earthquake, flood, windstorm, falsework,
testing and startup, temporary buildings and debris removal, including demolition occasioned by enforcement of any
applicable legal requirements, and shall cover reasonable compensation for Design-Builder’s services and expenses
required as a result of such insured loss.

§ A11.4.1.2 If the Owner does not intend to purchase such property insurance required by the Design-Build Contract
and with all of the coverages in the amount described above, the Owner shall so inform the Design-Builder in writing
prior to commencement of the Work. The Design-Builder may then effect insurance that will protect the interests of
the Design-Builder, Contractors and Subcontractors in the Work, and, by appropriate Change Order, the cost thereof
shall be charged to the Owner, If the Design-Builder is damaged'by'tﬁe failure or neglect of the Owner to purchase or
maintain insurance as described above without so notlfymg the Design-Builder in writing, then the Owner shall bear
all reasonable costs properly attributable thereto - P

§ A1 4 1.3 If the property insurance requxres deductlbles, the Owner shall pay costs not covered because of such
deductibles. P L

'

§ A.11.4.1.4 This property insurance shall cover portions of the Work stored off the sit¢ and also portions of the Work
in trangit.

§ A.11.4.1.5 Partial occupancy or use in accordance with Section A.9.9 shall not commence until the insurance
company or companies providing property insurance have consented to such partial occupancy or use, by endorsement
or otherwise. The Owner and the Design-Builder shall take reasonable steps to obtain consent of the insurance
company or companies and shall, without mutual written consent, take no action with respect to partial oceupancy or
use that would cause cancellation, lapse or reduction of insurance.

§ A11.4.2 Boiler and Machinery Insurance. The Owner shall purchase and maintain boiler and machinery insurance
required by the Design-Build Documents or by law, which shall specifically cover such insured objects during installation
and until final acceptance by the Owner; this insurance shall include interests of the Owner, Design-Builder, Contractors
and Subcontractors in the Work, and the Owner and Design-Builder shall be named insureds.

§ A.11.4.3 Loss of Use Insurance. The Owner, at the Owner’s option, may purchase and maintain such insurance as will
insure the Owner against loss of use of the Owner’s property due to fire or other hazards, however caused. The Owner
waives all rights of action against the Design-Builder, . Archztect the Design-Builder’s other design professionals, if-any,
Coantractors and Subcontractors for Joss of use of the Owner s property, including consequential losses due to fire or other
hazards, however caused.

§ A11.4.4 If the Design-Builder requests in wntmg that insurance for risks other than those described herein or other
special causes of loss be included in the property insurance policy, the Owner shall, if possxble include such insurance,
and the cost thereof shall be charged to the Design-Builder by appropriate Change Order.,

§ A11.4.5 If during the Project construction period the Owner insures properties, real or personal or both, at or adjacent to
the site by property insurance under policies separate from those insuring the Project, or if after final payment property
insurance is to be provided on the completed Project through a policy or policies other than those insuring the Project
during the construction period, the Owner shall waive all rights in accordance with the terms of Section A.11.4.7 for
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damages caused by fire or other causes of loss covered by this separate property insurance. All separate policies shall
provide this waiver of subrogation by endorsement or otherwise.

§ A.11.4.6 Before an exposure to loss may occur, the Owner shall file with the Design-Builder a copy of each policy that
includes insurance coverages required by this Section A.11.4. Each policy shall contain all generally applicable
conditions, definitions, exclusions and endorsements related to this Project. Each policy shall contain a provmon that the
policy will not be canceled or allowed to expire and that its Jimits will not be reduced until at lea Q days prior written
notice has been given to the Design-Builder. )

§ A11.4.7 Waivers of Subrogation. The Owner and Design-Builder waive all right§.against each other and any of their
consultants, separate contractors described in Section A.6.1, if any, Contractots, Subcontractors, agents and employees,
each of the other, and any of their contractors, subcontractors, agents and; € jployees, for damages caused by fire or other
causes of loss to the extent covered by property insurance obtained plirsiait to this Section A.11.4 or other property
insurance applicable to the Work, except such rights as they have 1 10 proceeds of such insurance held by the Qwner as
fiduciary. The Owner or Design-Builder, as appropriate, shall féquire of the separate contractors described in Section
A.6.1, if any, and the Contractors, Subcontractors, agents and employees of any of them, by appropriate agreements,
written where legally required for validity, similar waivers each in favor of other parties enumnerated herein. The policies
shali provide such watvers of subrogation by endorsement or otherwise. A waiver of subrogation shall be effective as to a
person or entity even though that person or entity would otherwise have a duty of indemnification, contractual or
otherwise, even though the person or entity did not pay the insurance premium directly or indirectly, and whether or not

the person or entity had an insurable interest in the property damaged.

§ A.11.4.8 A loss insured under Owner’s property insurance shall be adjusied by the Owner as fiduciary and made payable
to the Owner as fiduciary for the insureds, as their interests may appear, subject to requirements of any applicable
mortgagee clanse and of Section A.11.4.10. The Desngn—Budder shall pay Contractors their just shares of insurance -
proceeds received by the Design-Builder, and, by appropmate agreements, written where legally required for va.'hdxty,
shall require Contractors to make payments fo theu' Subcontractors in similar manner. 3

§ A.11.4.9 Xf required in writing by & party in mterest the Owner as fiduciary shall, upon occurrence: of an msuxed loss,
give bond for proper performance of the Owner’s duties. The cost of required bonds shall be charged against proceeds

received as fiduciary. The Owner shall deposit in a separate account proceeds so recexvea whxch the Owner shall
distribute in accordance with such agreement as the parties in interest may reach. If after ‘such loss no other special
agreement is made and unless the Owner terminates the Design-Build Contratt for convenience, replacement of damaged
property shall be performed by the Design-Builder after notification of a Change in the Work in accordance with Article

A,

§ A.11.4.10 The Owner as fiduciary shall have power to adjust and settle a loss with insurers unless one of the parties in
interest shall object in writing within five days after occurrence of loss to the Owner’s exercise of this power.; The
Owner as fiduciary shall, in the case of a decision or award, make settlement with insurers in accordance with
directions of a decision or award. If distribution of insurance proceeds by arbitration is required, the arbitrators will
direct such distribution.

A11.5 PERFORMANCE BOND AND PAYMENT BOND

§ A.11.5.1 The Owner shall have the right to require the Design-Builder to furnish bonds covering faithful performance
of the Design-Build Contract and payment of obligations arising thereunder, including payment to design professionals
engaged by or on behalf of the Design-Builder, as snpulated in bidding requirements or specifically required in the
Agreement or elsewhere in the Design-Build Documents on the date of execution of the Design-Build Contract

ARTICLE A12 UNCOVERING AND CORRECTION OF WORK Lo v:T Z
§ A12.1 UNCOVERING OF WORK . b

§ A12.1.1 If a portion of the Work is covered contrary to requirements specifically expressed in. the Des1gn-Buxld
Docurments, it must be uncovered “for the Owner’s examination and be replaced at the Desxgn-Buﬂder 5 expense
without change in the Coritracf Time. .

§ A12.1.2 If a portion of the Work has been covered which the Owner has not specxﬁcally requested to examine prior
to its being covered, the Owner may request to see such Work and it shall be uncovered by the Design-Builder. If such
Work is in accordance with the Design-Build Documents, costs of uncovering and replacement shall, by appropriate
Change Order, be at the Owner’s expense. If such Work is not in accordance with the Design—Build Documents,
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correction shall be at the Design-Builder’s expense unless the condition was caused by the Owner or a separate
contractor, in which event the Owner shall be responsible for payment of such costs.

§ A.12.2 CORRECTION OF WORK

§ A.12.2.1 BEFORE OR AFTER SUBSTANTIAL COMPLETION

§ A.12.2.1.1 The Design-Builder shall promptly correct Work rejected by the Owner or failing to conform to the
requirements of the Design-Build Documents, whether discovered before or after Substantial Comipletion and whether
or not fabricated, installed or completed. Costs of correcting such rejected Work, including additional testing, shall be
at the Design-Builder's expense. '

§ A.12.2.2 AFTER SUBSTANTIAL COMPLETION . '

§ A.12.2.2.1 In addition to the Design-Builder’s obligations under Section A.3.5, if, within one year after the date of
Substantial Completion or after the date for commencement of warranties established under Section A.9.8.5 or by
terms of an applicable special warranty required by the Design-Build Documents, any of the Work is found to be not
in accordance with the requirements of the Design-Build Docurments, the Design-Builder shall correct it promptly after
receipt of written notice from the Owner to do so unless the Owner has previously given the Design-Builder a written
acceptance of such condition, The Owner shall give such notice promptly after discovery of the condition. During the
one-year period for correction of Work, if the Owner fails to notify the Design-Builder and give the Design-Builder an
opportunity to make the correction, the Owner waives the rights to require correction by the Design-Builder and to
make a claim for breach of warranty. If the Design-Builder fails to correct non-conforming Work within a reasonable
time during that period after receipt of notice from the Owner, the Owner may correct it in accordance with Section

A25.

§ A12.2,2.2 The one-year period for correction of Work shall be extended with respect to portions of Work first
performed after Substantial Completion by the period of time between Substantial Completion and the actual
performance of the Work.

§ A.12.2.2.3 The one-year period for correction of Work shall not be extended by corrective Work performed by the
Design-Builder pursuant to this Section A.12.2.

§ A.12.2.3 The Design-Builder shall remave from the site portions of the Work which dre not in accordance with the
requirernents of the Design-Build Documents and are neither corrected by the Design-Builder nor accepted by the

" Owner.

§ A.12.2.4 The Design-Builder shall bear the cost of correcting destroyed or damaged construction, whether completed
or partially completed, of the Owner or separate contractors caused by the Design-Builder’s correction or removal of
Work which is not in accordance with the requirements of the Design-Build Documents.

§ A.12.2.5 Nothing contained in this Section A.12.2 shall be construed to establish a period of limitation with respect to
other obligations the Design-Builder might have under the Design-Build Documents. Establishment of the one-year
period for correction of Work as described in Section A.12.2.2 relates only to the specific obligation of the Design-
Builder to correct the Work, and has no relationship to the time within which the obligation to comply with the
Design-Build Documents may be sought to be enforced, nor to the time within which proceedings may be commenced
to establish the Design-Builder’s liability with respect to the Design-Builder’s obligations other than specifically to
correct the Work.

§ A12.3 ACCEPTANCE OF NONCONFORMING WORK

§ A.12.3,1 If the Owner prefers to accept Work not in accordance with the requirements of the Design-Build Documents,
the Owner may do so instead of requiring its removal and correction, in which case the Contract Sum will be equitably
adjusted by Change Order. Such adjustment shall be effected whether or not final payment has been made.

ARTICLE A.13 MISCELLANEOUS PROVISIONS

§ A.13.1 GOVERNING LAW
§ A.13.1.1 The Design-Build Contract shall be governed by the law of the place where the Project is located.

§ A.13.2 SUCCESSORS AND ASSIGNS
§ A.13.2.1 The Owner and Design-Builder respectively bind themselves, their partners, successors, assigns and legal
representatives to the other party hereto and to partners, successors, assigns and legal representatives of such other
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party in respect to covenants, agreements and obligations contained in the Design-Build Documents. Except as
provided in Section A.13.2.2, neither party to the Design-Build Contract shall assign the Design-Build Contract as a
whole without written consent of the other. If either party attempts to make such an assignment without such consent,
that party shall nevertheless remain legally responsible for all obligations under the Design-Build Contract.

§ A.13.2.2 The Owner may, without consent of the Design-Builder, assign the Design-Build Contract to an institational
lender providing construction financing for the Project. In such event, the lender shall assume the Qwner’s rights and
obligations under the Design-Build Documents. The Design-Builder shall execute all consents reasonably required to
facilitate such assignment.

§ A.13.3 WRITTEN NOTICE ‘
§ A.13.3.1 Written notice shall be deemed to have been duly served if delivered in person to the individual or 2 member

of the firm or entity or to an officer of the corporation for which it was intended, or if sent by registered or certified
mail to the Jast business address known to the party giving notice.

§ A.13.4 RIGHTS AND REMEDIES
§ A.13.4.1 Duties and obligations imposed by the Design-Build Documents and rights and remedies available
thereunder shall be in addition to and not a limitation of duties, obligations, rights and remedies otherwise imposed or

available by law.

§ A/13.4.2 No action or failure to act by the Owner or Design-Builder shall constitute a waiver of a right or duty
afforded them under the Design-Build Documents, nor shall such action or failure to act constitute approval of or
acquiescence in a breach thereunder, except as may be specifically agreed in writing.

§ A.13.5 TESTS AND INSPECTIONS 5

§ A.13.5.1 Tests, inspections and approvals of portions of the Work required by the Design-Build Documents or by
laws, ordinances, rules, regulations or orders of public authorities having jurisdiction shall be made at an appropriate
time. Unless otherwise provided, the Design-Builder shall make arrangements for such tests, inspections and approvals
with an independent testing laboratory or entity acceptable to the Owner or with the appropriate public authority, and
shall bear all related costs of tests, inspections and approvals. The Design-Builder shall give timely notice of when and
where tests and inspections are to be made so that the Gwner may be present for such procedures.

§ A.13.5.2 If the Owner or public authorities having jurisdiction determine that portions of the Work require additional
testing, inspection or approval not included under Section A.13.5.1, the Owner shall in writing instruct the Design-
Builder to make arrangements for such additional testing, inspection or approval by an entity acceptable to the Owner,
and the Design-Builder shall give timely notice to the Owner of when and where tests and inspections are to be made
50 that the Owner may be present for such procedures. Such costs, except as provided in Section A.13.5.3, shall be at
the Owner's expense,

§ A.13.5.3 If such procedures for testing, inspection or approval under Sections A.13.5.1 and A.13.5.2 reveal failure of
the portions of the Work to comply with requirements established by the Design-Build Documents, all costs made
necessary by such failure, including those of repeated procedures, shall be at the Design-Builder's expense.

§ A.13.5.4 Required certificates of testing, inspection or approval shall, unless otherwise required by the Design-Build
Documents, be secured by the Design-Builder and promptly delivered to the Owner.

§ A.13.5.5 If the Owner is to abserve tests, inspections or approvals required by the Design-Build Documents, the
Owner will do so promptly and, where practicable, at the normal place of testing.

§ A.13.5.6 Tests or inspections conducted pursuant to the Design-Build Documents shall be made promptly to avoid
unreasonable delay in the Work. ' '

§ A.13.6 COMMENCEMENT OF STATUTORY LIMITATION PERIOD
§ A.13.6.1 As between the Owner and Design-Builder:

.1 Before Substantial Completion. As to acts or failures to act occurring prior to the relevant date of
Substantial Completion, any applicable statute of limitations shall commence to run and any alleged
cause of action shall be deemed to have accrued in any and all events not later than such date of
Substantial Completion;
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.2 Between Substantial Completion and Final Application for Payment. As to acts or failures to act
occurring subsequent to the relevant date of Substantial Completion and prior to issuance of the final
Application for Payment, any applicable statute of limitations shall commence to run and any alleged
cause of action shall be deemed to have accrued in any and all events not later than the date of issuance
of the final Application for Payment; and
.3 After Final Application for Payment, As to acts or failures to act occurring after the relevant date of
issuance of the final Application for Payment, any applicable statute of limitations shaH comience to
run and any alleged cause of action shall be deemed to have accrued in any and a]l events not later than
the date of any act or failure to act by the Design-Builder pursuant to_afy Warranty provided under
Section A.3.5, the date of any correction of the Work or failure to éorect the Work by the Design-
Builder under Section A.12.2, or the date of actual commission of any other act or failure to perform
any duty or obligation by the Design-Builder or Owncg whmhever occurs last.

ARTICLE A14 TERMINATION OR SUSPENSION OF THE DES!GN BUILD CONTRACT

§ A.14.1 TERMINATION BY THE DESIGN-BUILDER N

§ A.14,1.1 The Design-Builder may terminate the Design-Build Contract if the Work is stopped for a period of 30

consecutive days through no act or fault of the Design-Builder or a Contractor, Subcontractor or their agents or

employees or any other persons or entities performing portions of the Work under direct or indirect contract with the

Design-Builder, for any of the following reasons:

issuance of an order of a court or other public authority having jurisdiction which requires all Work to

» be stopped;

.2 anact of government, such as a declaration of natlonal emergency which requires all Work to be
stopped;

.3 the Owner has failed to make payment to the Des1gn—Bu1lder in accordance with the Design-Build
Documents; or

4 - the Owner has failed to furnish to the Desxgn—Buxlder promptly, upon the Design-Builder's requeét
reasonable evidence as requued by Section A.2.2.8. 4 A

§A14.1.2 The Deswn-Buﬂder may | terrmnate the Design-Build Contract if, through no act or fault of the Des1gn—
Builder or a Contractor, Subcontractor or their agents or employees or any other persons of entmes performing
portions of the Work under direct or indirect contract with the Design-Builder, repeated suspensxons delays or
interrnptions of the entire Work by the Owner, as described in Section A.14.3, constitute in the aggregate more than
100 percent of the total number of days scheduled for completion, or 120 days if any 365-day period, whichever is

less.

§ A.14.1.3 If one of the reasons described in Sections A.14.1.1 or A.14.1.2 exists, the Design-Builder may, upon seven
days’ written notice to the Owner, terminate the Design-Build Contract and recover from the Owner payment for
Work executed and for proven loss with respect to materials, equipment, tools, and construction equipment and
machinery, including reasonable overhead, profit and damages.

§ A.14.1.4 If the Work is stopped for a period of 60 consecntive days through no act or fault of the Design-Builder or a
Contractor or their agents or employees or any other persons performing portions of the Work under a direct or
indirect contract with the Design-Builder because the Owner has persistently failed to fulfill the Owner’s obligations
under the Design-Build Docoments with respect to matters important to the progress of the Woik, the Design-Builder
may, upon seven additional days’ written notice to the Owner, terminate the Design-Build Contract and recover from
the Owner as provided in Section A.14.1.3.

§ 4 A 14.2 TERMINATION BY THE OWNER FOR CAUSE -
§ A.14.2,1 The Owner may terminate the Demgn-Bmld Contract if the Design-Builder:
A persistently or repeatedly: refuses or fails to supply enough properly skilled workers 6t proper materials;
2 fails to make paymant to Contractors for services, materials or labor in accordance with the respective
agreements between the Design-Builder and the Architect and Contractors; :
3 persistently dxsregards laws, ordinances or rules, regulations or orders ‘of a public authority having
jurisdiction; or
4 otherwise is guilty of substantial breach of a provision of the Des1gn Build Documents.
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§ A.14.2.2 When any of the above reasons exist, the Owner may without prejudice to any other rights or remedies of the

Owner and after giving the Design-Builder and the Design-Builder’s surety, if any, seven days’ written notice,

terminate employment of the Design-Builder and may, subject to any prior rights of the surety:

take possession of the site and of all materials, equipment, tools, and construction equipment and

machinery thereon owned by the Design-Builder;

.2 accept assignment of contracts pursuant to Section A.5.5.1; and

.3 finish the Work by whatever reasonable method the Owner may deem expedient: Upon request of the
Design-Builder, the Owner shall furnish to the Design-Builder a detauled accountmg of the costs
incurred by the Owner in finishing the Work, L

=g

§ A.14.2.3 When the Owner terminates the Desxgn-Buﬂd Contract for one ofthé dasons stated in Section A.14.2.1, the
Design-Builder shall not be entitled to receive further payment until the Work is finished.

§ A.14.2.4 If the unpaid balance of the Contract Sum exceeds"gés:t'sj;of”ﬁnishing the Work and other damages incurred
by the Owner and not expressly waived, such excess shall be paid to the Design-Builder. If such costs and damages
exceed the unpaid balance, the Design-Builder shall pay the difference to the Owner.

§ A.14.3 SUSPENSION BY THE OWNER FOR CONVENIENCE
§ A.14.3.1 The Owner may, without cause, order the Design-Builder in writing to suspend, delay or interrupt the Work

in whole or in part for such period of time as the Owner may determine.

§ A.14.3.2 The Contract Sum and Contract Time shall be adjusted for intreases in the cost and time caused by
suspension, delay or interruption as described in Section A. 14 3, 1 Adjustment of the Contract Sum shall include
profit. No adjustment shall be made to the extent:
.1 that performance is, was or would have, been so suspended delayed or interrupted by another cause for
which the Design-Builder is responmb}e, ¥ ‘
.2 that an equitable adjustment is made .or denied under another provision of the Design-B mlgi Contract

§ A.14.4 TERMINATION BY THE OWNE.R FOR CONVENIENCE *
§ A14.4.1 The Owner may, at any time, terminate the Design-Build Contract for the Owuer s convemence and without

canse. N

§ A14.4.2 Upon receipt of written notice from the Owner of such terminatiofi fq;;fﬂle ‘Owner’s convenience, the

Design-Builder shall:
4 cease operations as directed by the Owner in the notice;
.2 take actions necessary, or that the Owner may direct, for the protection and preservatmn of the Work;

and
3 except for Work directed to be performed prior to the effective date of termination stated in the notice,

terminate all existing contracts and purchase orders and enter into no further contracts and purchase
orders.

§ A.14.4.3 In the event of termination for the Owner’s convenience prior to commencement of construction, the
Design-Builder shall be cntxtled to receive payment fnr desxgn services performed mm&me&aﬁeﬂ@u%é / a?
3 & : rease-of termination for the

Owner’s convenience after commencemem of constructmn the Demgn—Buﬂder shaH be entitled to receive payment for

Work executed WWM g%%hfeb&ﬁﬁable-ovekhcaﬂ-a@@;a&; g&a——m«—
VgkRe WM%/;,{;@') ;':"' ' L

5N
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for the following PROJECT:

(Namé and location or address)
South Kentucky RECC
Somerset Office
Somerset, Kentucky 42503

THE OWNER:
{Name and address) This document has Important
South Kentucky RECC legal consequences.
925-929 N. Main Street Consultation with an attorney
Somerset, Kentucky 42503 is encouraged with respect to
THE DESIGN-BUILDER: its completion or modification.
(Name and address) Consultation with an attorney s

also encouraged with respect to
professional licensing
requirements In the jurisdiction
where the Project Is located.

- D. W Wllburn', nc.
153 Blue Sky Parkway
Lexington, Kentucky 40509

ARTICLE B 1 CONTROL ESTIMATE
§ B.1.1 Where the Contract Sum is the Cost Qf,tﬁe ‘Work, plus the Design-Builder’s Fee without a Guaraiteed Maximum
Price pursuant to Section 4.3 of the Agréeménﬁ the Design-Builder shall prepare and submit to the Owner Prior to the
Design-Builder’s first Application f0r: Payment in writing, a Control Estimate. The Control Estxmate shall include the
estxmated Cost of the Work plus thebesngn—Bullder s Fee. The Control Estimate shall b used to monitor actual costs.

§ B 1 2 The Control Estimate shall include:
A4 the documents enumerated in Article 8 of the Agreement, mcludmg all Addenda thereto and the Terms
and Conditions of the Contract;
2  astatement of the estimated Cost of the Work showing separately the compensation for design services,
construction costs organized by trade categories or systems and the Design-Builder's Fee; and
.3 contingencies for further development of design and construction.

§ B.1.3 The Design-Builder shall meet with the Owner to review the Control Estimate. In the event that the Owner
discovers any inconsistencies or inaccuracies in the information presented, it shall promptly notify the Design-Builder,
who shall make appropriate adjustments to the Control Estimate. When the Control Estimate is acceptable to the
Ownex, the Owner shall acknowledge its acceptance in writing. The Owner's acceptance of the Contro] Estimate does
not irnply that the Control Estimate constitutes a Guaranteed Maximum Price.

§ B.1.4 The Design-Builder shall develop and implement a detailed system of cost control that will provide the Owner

with timely information as to the anucxpated total Cost of the Work. The cost control system shall compare the Control
Estimate with the actual cost for activities in progress 4 ana eshmates for uncompleted tasks and proposed changes, This
information shall be reported to the Owner, in wrmng, 16 later than the Design-Builder's first Apphcatxon for: Payment
and shall be yevised monthly or at other mtervals as mutually agreed.

ARTICLE B.2 COSTS TO BE REIMBURSED
§821COSTOFTHEWORK-“ Lo
Thié term Cost of the Work shall mean costs necessarily incurred by the Desi gn-Bmlder in’ the proper perfonnance of the
Work: Such costs shall Be af rates not higher than the standard paid at the place of: e Project except with prior consent of
the Owner. The Cost of the Work shall include only the items set forth in (hls Arnc‘le B.2.

AlA Document A141%- 2004, Copyright @ 2004 by The American Instilute of Architects. All rights ressrved. WARNING This AIA® Document ls

proiecied by U.S. Copyright Law and Internatfonal Treatles. Unauthorized reproduction or distribution of this AIA® Document, or any portion of 1
it, may resuit in severe clvil and criminal penaliles, and will be prosecuted fo the maximura extent possible under the lav. Purchasers are

permitted to reproduce {en {10) coples of this document when completed. To raport copyright viotations of AIA Contract Documents, e-mall The American
Institute of Architecls’ legal counsel, copyright@ala.org.



mailto:copyright@ala.org

Eribik8
~-87 .

§ B.2.2 LABOR COSTS
§ B.2.2.1 Wages of construction workers directly employed by the Design-Builder to perform the construction of the

Work at the site or, with the Owner’s approval, at off-site locations.

§ B.2.2.2 Wages or salaries of the Design-Builder's supervisory and administrative personnel when stationed at the site
with the Owner’s approval.

§ B.2.2.3 Wages and salaries of the Design-Builder’s supervisory or administrative personnel engaged at factories,
workshops or on the road, in expediting the production or transportation of materials or equipment required for the
Work, but only for that portion of their time required for the Work.

§ B.2.2.4 Costs paid or incurred by the Design-Builder for taxes, insurance, contributions, assessments and benefits
required by law or collective bargaining agreements and, for persormel ot covered by such agreements, customary
benefits such as sick leave, medical and health benefits, holidays, vacations and pensions, provided such costs are
based on wages and salaries included in the Cost of the Work under Sections B.2.2.1 throngh B.2.2.3.

§ B.2.3 CONTRACT COSTS
§ B.2.3.1 Payments made by the Design-Builder to Contractors in accordance with the requirements of their contracts.

§ B.2.4 COSTS OF MATERIALS AND EQUIPMENT INCORPORATED IN THE COMPLETED CONSTRUCTION
§ B.2.4.1 Costs, including transportation and storage, of materials and eqmpment incorporated or to be incorporated in
the completed construction.

§ B.2.4.2 Costs of materials described in the preceding Section B.2.4.1 in excess of those actually installed to allow for
reasonable waste and spoilage. Unused excess materialg, if any, shall become the Owner’s property at the compleuon
of the Work or, at the Owner’s option, shall be sold by the Design-Builder. Any amounts realized from such sales shall
be credited to the Owner as a deduction from the Cost of the Work. ]

§B.2, 5 COSTS OF OTHER MATER!ALS AND EQUIPMENT, TEMPORARY FACILITIES AND RELATED ITEMS

§ B.2.5.1 Costs, including transportanon and storage, installation, maintenance, dismantling and removal of materials,
supplies, temporary facilities, machinery, equipraent, and hand tools not customarily owned by construction workers,
that are provided by the Design-Builder at the site and fully consumed in the performance of the Work; and cost (less
salvage value) of such items if not fully consumed, whether sold to others or Tetained by the Design-Builder. The basis
for the cost of items previously used by the Design-Builder shall mean the fair market value.

§ B.2.5.2 Rental charges for temporary facilities, machinery, equipment, and hand tools not customarily owned by
construction workers that are provided by the Design-Builder at the site, whether rented from the Design-Builder or
others, and costs of transportation, installation, minor repairs and replacements, dismantling and removal thereof.
Rates and quantities of equipment rented shall be subject to the Owner’s prior approval.

§ B.2.5:3 Costs of removal of debris from the site.

§ B.2,5.4 Cost of document reproductions, facsimile transmissions and long-distance telephone calls, postage and
parcel delivery charges, telephone service at the site and reasonable peity cash expenses of the site office.

§ B.2.5.5 That portion of the reasonable expenses of the Design-Builder's personnel incurred while traveling in
discharge of duties connected with the Work.

§ B.2.5.6 Costs of materials and equipment suitably stored off the site at a mutually acceptable location, if approved in
advance by the Owner.

§ B.2.6 DESIGN AND OTHER CONSULTING SERVICES
§ B.2.6.1 Compensation, including fees and reimbursable expenses, paid by the Design-Builder for design and other
consulting services required by the Design-Build Documents .

§ B.2.7 MISCELLANEOUS COSTS
§ B.2.7.1 That portion of insurance and bond premiums that can be directly attributed to this Design-Build Contract,
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§ B.2.7.2 Sales, use or similar taxes imposed by a governmental authority that are related to the Work.

§ B.2.7.3 Fees and assessments for the building permit and for other permits, licenses and inspections for which the
Design-Builder is required by the Design-Build Documents to pay.

§ B.2.7.4 Fees of laboratories for tests required by the Design-Build Documents, except those related,to defective or
non-conformmg Work for which reimbursement is excluded by Section A.13.5.3 of Exhibit A,Jéﬁms and Conditions,
or other provisions of the Design-Build Documents, and which do not fall within the scope fﬁg&tion A13.53,

§ B.2.7.5 Royalties and license fees paid for the use of a particular design, processt qr product required by the Design-
Build Documents; the cost of defending suits or claims for infringement ¢ of*pat@nt—‘nghts arising from such requirement

.. of the Design-Build Doctiments; and payments made in accordance wi uﬂ;_},e?gal Judgments against the Design-Builder
resulting from such suits or claims and payments of settlements made'wuh the Owner’s consent, However, such costs
of legal defenses, judgments and settlements shall not be moinﬂed.m ‘the calculation of the Design-Builder's Fee or
‘subject to the Guaranteed Maximum Price. If such royaltIes, fee§ and costs are excluded by the last sentence of Section
A.3.16.1 of Exhibit A, Terms and Conditions, or other provisions of the Design-Build Documents, then they shall not
be included in the Cost of the Work,

§ B.2.7.6 Data processing costs related to the Work.

§ B.2.7.7 Deposits lost for catises other than the Design-Builder’s negligence or failure to fulfill a specific
respons1b1hty to the 0wner as set forth in the Design-Build Documents;

§ B 2 1.8 Legal, mediation and arbitration costs, including attomeys ees, other than those arising from disputes
between the Ownér and Deszgn-BmIder, reasonably mcuged by the Design-Builder in the performance of the Work
: and with the Owner’s prior written approval, whmh agproval shall not be unreasonably withheld.

§ B.2,.8 OTHER COSTS AND EMERGENC!ES
§ B.2.8.1 Other costs incurred in the performance of the Work if and to the eXIS

the Owner.

:§ B.2.8.2 Costs due to emergencies incurred in taking action to prevent threatened damage, injury or loss in case of an
emergency affecting the safety of persons and property, as provided in Section A.10.6 of Exhibit A, Terms and

Conditions,
§ B,2.8.3 Cost of repairing or correcting damaged or non-conforming Work executed by the Design-Builder,
Contractors, Subcontractors or suppliers, provided that such damaged or non-conforming Work was not caused by

negligence or failure to fulfill a specific responsibility of the Design-Builder and only to the extent that the cost of
repair or correction is not recoverable by the Design-Builder from insurance, sureties, Contractors, Subcontractors or

suppliers.

ARTICLE B.3 COSTS NOT TO BE REIMBURSED
§ B.3.1 The Cost of the Work shall not include:

§ B 3 1 3 Overhead and general expenses, except as may be expressly included in Amé‘le B2 of this Exhibit.

§ B.3.1.4 The DeSLgn-Buﬂder s capital expenses, including interest on the DeSIgnsBuﬂder s capital employed for the
Work.

§ B.3.1.5 Rental costs of machinery and equipment, except as specifically provided in Section B.2.5.2.
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§ B.3.1.6 Except as provided in Section B.2.8.3 of this Agreement, costs due to the negligence or failure of the Design-
Builder to fulfill a specific responsibility of the Design-Builder, Contractors, Subcontractors and suppliers or anyone
directly or indirectly employed by any of them or for whose acts any of them may be liable.

§ B.3.1.7 Any cost not specifically and expressly described in Article B.2, Costs to be Reimbursed.

§ B.3.1.8 Costs, other than costs included in Change Orders approved by the Owner, that would cause the Guaranteed
Maximum Price, if any, to be exceeded.

ARTICLE B.4 DISCOUNTS, REBATES AND REFUNDS

§ B.4.1 Cash discounts obtained on payments made by the Design-Builder shall accrue to the Owner if (1) before
making the payment, the Design-Builder included them in an Application for Payment and received payment from the
Owner, or (2) the Qwner has deposited funds with the Design-Builder with which to make payments; otherwise, cash
discounts shall accrue to the Design-Builder. Trade discounts, rebates, refunds and amounts received from sales of
surplus materials and equipment shall accrue to the Owner, and the Design-Builder shall make provisions so that they

can be secured.

§ B.4.2 Amounts that accrue to the Owner in accordance with the provisions of Section B.4.1 shall be credited to the
Owner as a deduction from the Cost of Work.

ARTICLE B.5 CONTRACTS AND OTHER AGREEMENTS OTHER THAN FOR DESIGN PROFESSIONALS HIRED BY THE
DESIGN-BUILDER

§ B.5.1 Those portions of the Work that the Design-Builder does not customarily perform with the Design-Builder’s
own personnel shall be performed by others under contracts or by other appropriate agreements with the Design-
Builder. The Owner may designate specific persons or entities from whom the Design-Builder shall obtain bids. The
Design-Builder shall obtain bids from Contractors and from suppliers of materials or equipment fabricated especxally
for the Work and shall deliver such bids to the Owner. The Owner shall then determine which bids will be accepted.
The Design-Builder shall not be required to contract with anyone to whom the Design-Builder has reasonable

objection.

§ B.5.2 Contracts or other agreements shall conform to the applicable payment provisions of this Design-Build
Contract, and shall not be awarded on the basis of cost plus a fee without the Owner’s prior consent,

ARTICLE B.6 ACCOUNTING RECORDS

§ B.6.1 The Design-Builder or any affiliated person or entity which performs a portion of the Work shall keep full and
detailed accounts and exercise such controls as may be necessary for proper financial management under this
Agreement, and the accounting and control systems shall be satisfactory to the Owner. The Owner and the Owner’s
accountants shall be afforded access to, and shall be permitted to audit and copy, the Design-Builder’s records, books,
correspondence, instructions, receipts, contracts, purchase orders, vouchers, memoranda and other data relating to this
Agreement, and the Design-Builder shall preserve these for a period of three years after final payment, or for such
longer period as may be required by law.

§ B.6.2 When the Design-Builder believes that all the Work required by the Agreement has been fully performed, the
Design-Builder shall deliver to the Owner's accountant a final accounting of the Cost of the Work.

§ B.6.3 The Owner’s accountants will review and report in writing on the Design-Builder’s final accounting within 21
days after delivery of the final accounting. Based upon such'Cost of the Work as the Owner’s accountants report to be
substantiated by the Design-Builder’s final accounting, and provided the other conditions of Section A.9.10 of thé
Agreement have been met, the Owner will, within seven days after receipt of the written report of the Owner’s
accountants, notify the Design-Builder in writing of the Owner’s intention to make final payment or to withhold final
payment.

§ B.6.4 If the Owner’s accountants report the Cost of the Work as substantiated by the Design-Builder’s final accounting
to be less than claimed by the Design-Builder, the Design-Builder shall be entitled to initiate resolution of the dispute
pursuant to Article 6 of the Agreement and Article A.4 of Exhibit A, Terms and Conditions, for the disputed amount, If
the Design-Builder fails to so initiate resolution of the dispute within the period of time required by Section A.4.1.2 of
Exhibit A, Terms and Conditions, the substantiated amount reported by the Owner’s accountants shall become binding
on the Design-Builder. Pending a final resolution pursuant to Article 6 of the Agreement and Article A4 of Exhibit A,
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Terms and Conditions, the Owner shall pay the Design-Builder the amount, if any, determined by the QOwner’s accountant
to be due the Design-Builder.

§ B.6.5 If, subsequent to final payment and at the Owner’s request, the Design-Builder incurs costs in connection with the
correction of defective or non-conforming work as described in Asticle B.2, Costs to be Refmbursed, and not excluded by
Article B.3, Costs Not to be Reimbursed, the Owner shall reimburse the Design-Builder such costs and the Design-
Builder's Fee applicable thereto on the same basis as if such costs had been incurred prior to final payment, but not in
excess of the Guaranteed Maximum Price, if any, If the Design-Builder has participated in savings s provided in Section
4.4.3.1 of the Agreement, the amount of such savings shall be recalculated and appropriate credit given to the Owner in
determining the net amount to be paid by the Owner to the Design-Builder, Lk
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Insurance and Bonds

TR

for the following PROJECT:

(Name and location or address)
South Kentucky RECC
Somerset Office
Somerset, Kentucky 42503

THE QWNER:

(Name and address) » This document has Important
South Kentucky RECC = iegal consequences.
925-929 N. Main Street Gansultation with an attorney

Is encouraged with respect to
THEO“?SIéﬁ UIII.<DE tuCky 42503 its completion or modification.
(Name and address) Consuitation with an attorney Is

also encouraged with respect to
professional licensing
requirements in the jurisdiction
where the Project Is located.

D. W. Wilburn, Inc.
153 Blue Sky Parkway
Lexington, Kentucky 40509

ARTICLE C.A
The Owner and Design-Builder shall provi

or as follows:
(Specify changes, if any, to the requn emenzs of the Design-Build Documents, and for each typé df msurance identify

applicable limits and deductzble amounts.)

Builders Risk and General Liability insurance to be e P
start of work. ;

: J.dé’“d prior to

ARTICLE C.2
The Design-Builder shall provide surety bonds as follows:

(Specify type and penal sum of bonds.)
100% Payment & Performance Bond based on contract amount to be determined.

§ C.2.1 Upon the request of any person or entity appearing to be a potential beneficiary of bonds covering payment
of obligations arising under the Agreement, the Des;gn-Bullder shall promptly furnish a copy of the bonds or shall
permit a copy to be made.
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ATouchstone Energy*Cooperative @’x

The Design Build Contract list a guaranteed maximum price under Section 4.42. This
amount will be entered and signed off on once the final bid negation have been
completed and agreed upon.

The Original Guarantee Maximum Price was the budget projection of the project dated
February 2, 2005.

The Second Guaranteed Maximum Price was the total of the bids once the design bid
process was completed dated May 15, 2008.

The last Guaranteed Maximum Price is the document dated February 26, 2009, that
factored in construction price deflation.

Albany 606-387-6476 Monticello 606-348-6771 Russell Springs 270-866-3439 Whitley City 606-376-5997



South Kentucky RECC - Budget Figures
New Headquarters

2/5/2008

ORIGINAL PROJECT COST ESTIMATE
(per attachment to contract dated 6/1/07)

Office Bldg/Associated Site (45,000 sf @ $175 sf)
Garage Bldg/Associated Site (60,000 sf @ $100 sf)

TOTAL BUDGETED NUMBER

$7,875,000.00
$6,000,000.00

$13,875,000.00

REVISED PROJECT ESTIMATE COST

$7,875,000.00
$6,000,000.00

$13,875,000.00

(Original #'s)
(Original #'s)

- (Original #'s)

REVISED PROJECT COST ESTIMATE
(per 7/10/07 correspondence)

Amphitheater Arena
Earthwork (9 acres @ $30,000 per acre)

Asphalt Paving (1,700 sq yds @ $25 per sq yd)
Retaining Walls at Terrace Seating (10,500 @ $25)
Landscaping (Allowance)

Concrete Aisles/Steps (400 cy @ $400)

Covered Stage Building (2,700 sf @ $150)

RV Hook Ups (2 @ $12,500)

Sound System (Allowance)

Site Lighting (Allowance)

Event Parking (23.5 acres @ $15,000)

Seeding @ event parking (23.5 acres @ $2,500)

Amphitheater TOTAL

$270,000.00

$42,500.00
$252,500.00
$45,000.00
$160,000.00
$405,000.00
$25,000.00
$100,000.00
$50,000.00
$352,500.00
$58,750.00

$1,761,250.00

REVISED PROJECT COST ESTIMATE
(per 9/11/07 correspondence)

$245,000.00
$50,000.00
$42,500.00

$45,000.00
$160,000.00
$202,500.00
$25,000.00

$50,000.00
$352,500.00
$58,750.00

$1,231,250.00

49,000 cyd @ $5.00

Storm Drainage (LS)

Shell only
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Service Road & Covered Fleet Parking

Earthwork (7 acres @ $60,000) $420,000.00 $110,000.00 22,000 cyd @ $5.00
$50,000.00  Storm Drainage (L.S)

Heavy Duty Asphalt (11,000 sq yds @ $35) $385,000.00 $385,000.00

Heavy Duty Asphalt Lot/Parking (14,500 sq yds @ $35) $507,000.00 $507,000.00

Covered Parking (50,000 sf @ $20) $1,000,000.00 $500,000.00 25,000 sf @ $20.00

Service Road & Covered Fleet Parking TOTAL $2,312,000.00 $1,552,000.00

Gravel Pole Storage

Earthwork (5 acres @ $60,000) $300,000.00 $40,000.00 8,000 cyd @ $5.00
$20,000.00  Storm Drainage (LS)

Gravel Paving (3,600 sq yds @ $10) $36,000.00 $36,000.00

Gravel Pole Storage TOTAL $336,000.00 $96,000.00

Design Fees Design Fees

Tate Hill Jacobs |$430,000.00 Tate Hill Jacobs $430,000.00

GRW, Inc. $127,640.00 GRW, Inc. $127,640.00

John L Carman $97,000.00 John L Carman $220,000.00

(Added Site Work)

Brown Kubican |$105,600.00 Brown Kubican $105,600.00

TOTAL FEES $760,240.00 TOTAL FEES $883,240.00

TOTAL PROJECTED COSTS (BUDGET $19,044.490.00 $17,637.490.00

REVISED SITE NUMBERS BASED ON JOHN CARMAN PLAN 1/23/08 $1,104,350.00

REVISED BUDGET AS OF 2/5/08 $18,741,840.00

Add 5% Contingency $937,092.00

TOTAL REVISED CONSTRUCTION COST BUDGET $19.678.932.00
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South KY RECC New Building Complex

Division One Sub-Contractor/Supplier |Notes & Comments Bid Day Quotes Used Quotes
General Reguirement{ DWW Total Package $443,388.00 $443,388.00
Division Two
Earthwork/Storm|Weddle Enterprises Total Package $1,498,750.00 $1,498,750.00
McGowan Excavation Total Package $1,588,639.00
Kay & Kay Total Package $1,795,000.00
Asphalt and CurbiHinkle Total Package $1,149,604.00 $1,149,604.00
Kay & Kay Total Package $1,164,000.00
Earthwork for Concrete|DWW Total Package $229,437.00 $229,437.00
Concrete Pavement| DWW Total Package $313,447.00 $313,447.00
Concrete Sidewalks| DWW Total Package $66,083.00 $66,083.00
Termite Control|Heritage Pest Total Package $10,500.00 $10,500.00
Blackdiamond Total Package $10,975.95
(wrong saft, used their unit price with correct sgft)
Landscape|Miracle Lawn Total Package $356,125.00 $356,125.00
East Tennessee Lawn Total Package $360,000.00
Hillenmeyer Landscape Total Package $523,704.82
Fence|Geddes Fence Total Package $179,180.00 $186,680.00
( Add dumpster gate $7,500 to final price)
Flener Brothers Total Package i $159,500.00
(No dumpster gate,chainlink fence at warehouse)
Site Furnishing|Atlas Total Package $2,167.00 $2,167.00
Division Three
Blding/Concrete| DWW Total Package $1,707,712.00 $1,707,712.00
(price includes 1.C.F material quote)
1.C.F Material |Holdfast Total Package $93,004.40
(Used, due to their installation cost)
Reward Wall Systems Incomplete Package $91,942.50
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{wrong saft)
Dixie ICF, LLC Total Package $95,232.00
Division Four
Masonry|Southerland Masonry Total Package $556,636.00 $556,636.00
Roger Carmicle Total Package $586,636.00
Burton Masonry Total Package $596,136.00
Houston Barger Total Package $638,142.00
Division Five
Metal|Fab Steel Inc. Total Package $545,372.00 $545,372.00
G & G Contracting Total Package $608,650.00
(addition quotes coming Friday)
Railings|Designer Pallets Total Package $117,240.00 $117,240.00
Steel Trusses|Grayhawk Total Package $269,821.00 $269,821.00
Tri-State Total Package $283,157.00
Metal Column Cover|Out to Bid Total Package $1,985.00 $1,985.00
Division Six
Custom Cabinets|Kentucky Caseworks Total Package $38,400.00 $38,400.00
Kitchen/Breakroom Out to Bid roughly $42,295.00 $42,295.00
Heavy Timber DeckingiGaylon Lumber Total Package $10,143.00 $10,143.00
Rough Carpentry|DWW Total Package $77,700.00 $77,700.00
Division Seven
Roofer’s|Isaacs Specialty Total Package $608,300.00 $608,300.00
Dixie Roofing Total Package $623,600.00
JBK Roofing Total Package $638,500.00
JC Industries Total Package $735,000.00
Kerkin Roofing Total Package $772,874.00
Caulking |ABG Caulking Total Package $57,350.00 $57,350.00
South Central Caulking Incomplete Package $5,135,000.00
Spray Insulation|{Omni Total Package $344,900.00 $344,900.00
Priority 1 Construction Total Package $350,000.00
Air Barrier| DWW Total Package $827.00 $827.00
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Water Repellent| DWW Total Package $22,000.00 $22,000.00
Division Eight
Doors,Frames,Hardware|Atlas Total Package $129,249.00 $164,420.00
(final price includes dw labor cost)
Overhead Coiling Doors|Overhead Doors Total Package $136,470.00 $136,470.00
Door Authority Total Package $154,175.00
Somerset -Burnside Total Package $154,528.00
Glazing|Stanford Glass Total Package $207,000.00 $207,000.00
Bluegrass Doors Total Package $232,300.00
Rogers Aluminum Total Package $263,500.00
Green River Glass Incomplete Package $258,000.00
{no glass entrance,sunshades,or mirrors)
Division Nine
Gyp,Ceiling,Flooring|Bennett's Carpet Total Package $768,000.00 $768,000.00
Wilder Enterprises Total Package $837,400.00
C K Construction Incomplete Package $776,194.00
(No, sheet Carpet, resilient carpet)
House of Carpet Incomplete Package $78,400.58
{No,Gyp,ceiling,and cork rubber tile)
Ceramic Tile and Terrazzo|Martina Bros Total Package $75,728.00 $75,728.00
Rosa Mosaic Total Package $93,663.00
Painting|Fox Painting Total Package $148,100.00 $148,100.00
Boggs Painting Total Package $262,400.00
(additional quotes Friday)
Division Ten
Specialties|Atlas Total Package $115,248.00 $115,248.00
Division X Speciaities Incomplete Package
{doesn't include outside signage)
New Line Incomplete Package
(doesn't include outside signage)
Pole Tech Just Flagpole
Smith Architectural Just Flagpole
Division Eleven
Banking Equipment|Quality Service Installation Total Package $25,440.00 $25,440.00
Dock Leveler|Overhead Doors Total Package $14,098.00 $14,098.00
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Dock Bumper|Atlas Total Package $301.00 $301.00
Division Twelve
Floor Mats|Atlas Total Package $2,925.00 $2,925.00
C/S Group Total Package $3,872.00
Kadee Industries Total Package $3,985.00
Roller Shades|Dixie Lite-Trol Company Total Package $44,240.00 $44,240.00
Division Thirteen
Office, Maintence building|G&G Contracting Co Total Package $1,156,577.00 $1,234,903.00
Ceco Building Systems Material Only $852,261.00
(Fleet Canopy excluded by DW)
Division Fourteen
Conveying Systems|D-C Elevator Company Total Package $44,590.00 $44,590.00
Division Fifteen
Mechanical|Foster Heating Total Package $2,429,570.00 $2,429,570.00
FREI Plumbing Total Package $2,546,650.00
Epperson Incomplete Package $2,654,831.00
(added outside package 335,330)
Fire Protection{Rough Estimate Total Package $2,929,570.00 $500,000.00
{budget number only: design not complete)
Division Sixteen
Electrical |Diamond Electrical Inc Total Package $1,874,132.00 $1,874,132.00
Fayette Electrical Service Total Package $2,050,420.00
F.LE Electrical Inc Incomplete Package $1,625,675.00

(Incomplete light package)

Bond/Insurance $288,577.00
Design Fee's $883,240.00
5% Contractor's Fee $909,577.00
Total Budget $18,523,430.00
5% Contingency $866,264.00




D. W. WILBURN, INC.

153 Blue Sky Parkway
Lexington, Kentucky 40509
(859) 263-2720
FAX (859) 263-5692

February 26, 2009

South Kentucky RECC
925-929 N. Main Street
Somerset, Kentucky 42503

ATTN: Allen Anderson
RE: South Kentucky RECC Corporate Administration & Operations Facility

Please find attached our “in house” projections for construction price deflation we are
now experiencing. Please note that these are strictly in house projections and before
contracts can be written, pricing will need to be reconfirmed with each low bidder on the
project.

Should you have any further questions, feel free to contact me.

Sincerely,
D. W. Wilburn, Inc.

/W L
Doug Wilburn
President
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South KY RECC New Building Complex

Division One Sub-Contractor/Supplier |Notes & Comments Bid Day Quotes Used Quotes Projected Deflation
General Requirement| DWW Total Package $443,388.00 $443,388.00 $440,000.00
Division Two
Earthwork/Storm|{Weddle Enterprises Total Package $1,498,750.00 $1,498,750.00 $1,400,000.00
McGowan Excavation Total Package $1,588,639.00
Kay & Kay Tota! Package $1,795,000.00
Asphalt and Curb{Hinkle Total Package $1,149,604.00 $1,149,604.00 $1,050,000.00
Kay & Kay Total Package $1,164,000.00
Earthwork for Concrete| DWW Total Package $229,437.00 $229,437.00 $210.000.00
Concrete Pavement| DWW Total Package $313,447.00 $313,447.00 $330,000.00
Concrete Sidewalks| DWW Total Package $66,083.00 $66,083.00 $70,0800.00
Termite Control{Heritage Pest Total Package $10,500.00 $10,500.00 $12,000.00
Blackdiamond Total Package $10,975.95
(wrong sgft, used their unit price with correct saft)
Landscape|Miracle Lawn Total Package $356,125.00 $356,1.25.00 $330,000.0C
East Tennessee Lawn Total Package $360,000.00
Hillenmeyer Landscape Total Package $523,704.82
Fence|Geddes Fence Total Package $179,180.00 $186,680.00 $165,000.00
( Add dumpster gate $7,500 to final price)
Flener Brothers Total Package $159,500.00
(No dumpster gate, chainlink fence at warchouse)
Site Furnishing|Atlas Total Package $2,167.00 $2,167.00 $2,500.00
Division Three |
Blding/Concrete{ DWW Total Package $1,707,712.00 $1,707,712.00 $1,536,950.00
{price includes 1.C.F material quote)
I.C.F Material |Holdfast Total Package | $93,004.40 $100,000.00

(Used, due to thelr instailation cost)

Reward Wall Systems

Incomplete Package

| $91,942.50
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{wrong sqft)
Dixie ICF, LLC Totai Package $95,232.00
Division Four
Masonry|Southeriand Masonry Total Package $556,636.00 $556,636.00 $550,0800.00
Roger Carmicle Total Package $586,636.00
Burton Masonry Total Package $596,136.00
Houston Barger Total Package $638,142.00
Division Five
Metal|Fab Stee! Inc. Total Package $545,372.00 $545,372.00 $450,000.00
G & G Contracting Total Package $608,650.00
{additlon quotes coming Friday)
Railings{Designer Pallets Total Package $117,240.00 $117,240.00 $120,000.00
Steel Trusses|Grayhawk Total Package $269,821.00 $269,821.00 $230,000.00
Tri-State Total Package $283,157.00
Metal Column Coverlout to Bid Total Package $1,985.00 $1,985.00 $2,000.00
Division Six
Custom Cabinets|{Kentucky Caseworks Total Package $38,400.00 $38,400.00 $35,000.00
Kitchen/Breakroom Out to Bid roughly $42,295.00 $42,295.00 $40,000.00
Heavy Timber Decking|Gaylon Lumber Total Package $10,143.00 $10,143.00 $10,000.00
Rough CarpentryiDww Total Package $77,700.00 $77,700.00 $65,000.00
Division Seven
Roofer's|Isaacs Specialty Total Package $608,300.00 $608,300.00 $550,000.00
Dixie Roofing Total Package $623,600.00
JBK Roofing Total Package $638,500.00
JC Industries Total Package $735,000.00
Kerkin Roofing Tolal Package $772,874.00
Caulking jABG Caulking Total Package $57,350.00 $57,350.00 $50,000.00
South Central Caulking Incomplete Package $5,135,000.00
Spray Insulation|Omni Total Package $344,900.00 $344,900.00 $315,000.00
Priority 1 Construction Totel Package $350,000.00
Air Barrier| Dww Total Package $827.00 $827.00 $1,000.00




SnbT®

St

Water RepellentiDWw Total Package $22,000.00 $22,000.00 $20,000.00
Division Eight
Doors,Frames,Hardware|Atlas Total Package $129,249.00 $164,429.00 $155,600.00
{final price includes dw labor cost)
QOverhead Coiling Doors|Overhead Doors Total Package $136,470.00 $136,470.00 $130,000.00
Door Authority Total Package $154,175.00
Somerset ~-Bumside Total Package $154,528.00
Glazing|Stanford Glass Total Package $207,000.00 $207,000.00 $185,000.00
Bluegrass Doors Total Package $232,300.00
Rogers Aluminum Total Package $263,500.00
Green River Glass Incomplete Package $258,000.00
{no glass entrance,sunshades,or mirors)
Division Nine
Gyp,Ceiling,Flooring|Bennett's Carpet Total Package $768,000.00 $768,000.00 $740,000.00
Wilder Enterprises Total Package $837,400.00
C K Construction Incomplete Package $776,194.00
(N, sheet Carpet, resilient carpet)
House of Carpet Incomplete Package $78,400.58
(No,Gyp,celling,and cork rubber tile)
Ceramic Tile and Terrazzo|Martina Bros Total Package $75,728.00 $75,728.00 $75,000.00
Rosa Mosaic Total Package $93,663.00
Painting|Fox Painting Total Package $148,100.00 $148,100.00 $140,000.00
Boggs Painting Total Package $262,400.00
{additional quotes Friday)
Division Ten
Specialties|Atlas Total Package $115,248.00 $115,248.00 $115,000.00
Division X Specialties Incomplete Package
(doesn't include outside signage)
New Line Incomplete Package .
{doesn't include outslde signage)
Pole Tech Just Flagpole
Smith Architectural Just Flagpole
Division Eleven
Banking Equipment|Quality Service Installation Total Package $25,440.00 $25,440.00 $25,000.00
Dock Leveler|Overhead Doors Total Package $14,098.00 $14,098.00 $15,000.00




