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July 25, 2013

Kentucky Infrastructure Authority
1024 Capita! Center Drive

Suite 340

Frankfort, Kentucky 40601

RE: Assistance Agreement by and between Kentucky Infrastructure Authority and the
East Pendleton County Water District, dated as of July 1, 2013

Ladies and Gentlemen:

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

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

Based upon my review I am of the opinion that:

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

2) The Assistance Agreement has been duly executed and delivered by the
Governmental Agency and is a valid and binding obligation of the Governmental Agency
enforceable in accordance with its terms, except to the extent that the enforceability thereof may



be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors'
rights or remedies generally.

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

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

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

Charges.

6) To the best of my knowledge after due inquiry there is no action, suit,
proceedings or investigation at law or in equity before any court, public board or body pending
or threatened against, affecting or questioning (i) the valid existence of the Governmental
Agency, (ii) the right or title of the members and officers of the Governmental Agency to their
respective positions, (iii) the authorization, execution, delivery or enforceability of the
Assistance Agreement or the application of any monies or security therefor, (iv) the construction
of the Project, (v) the validity or enforceability of the Service Charges or (vi) that would have 2
material adverse impact on the ability of the Governmental Agency to perform its obligations
under the Assistance Agreement.

N None of the proceedings or authority heretofore had or taken by the
Governmental Agency for the authorization, execution or delivery of the Assistance Agreement
fas or have been repealed, rescinded, or revoked.

8) Al! proceedings and actions of the Governmental Agency with respect to which
the Assistance Agreement is to be delivered were had or taken at meetings properly convened
and held in substantial compliance with the applicable provisions of Sections 61.805 to 61.850
of the Kentucky Revised Statutes.

ery urs,

. A"
S. Beth Moore, Esq.






Re:  Assistance Agreement between the Kentucky Infrastructure Authority (*KIA™)
and East Pendleton County Water District (the “Governmental Agency”)

GENERAL CLOSING CERTIFICATE OF GOVERNMENTAL AGENCY

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

1, No cvent of defanlt exists, or with the passage of time will exist, under the
Assistance Agreement and the representations and warranties set forth in the Assistance
Agreement are truc and correct as of the date hereof,

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

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

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

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

6. There is no controversy or litigation of any nature pending, or to the knowledge of
the Govemmental Agency after diligent inquiry, threatened, in any court or before any board,
tribunal or administrative body, to challenge iz any manner the authority of the Govemmental
Agency or its governing body to make payments under the Assistance Agreement or to construct
the Praject, or to challenge in any manner the authority of the Governmental Agency or its
governing body to take any of the actions which have been taken in the authorization or delivery
of the Assistance Agreement or the construction of the Project, or in any way contesting or
affecting the validity of the Assistance Agreement, or in any way questioning any proceedings
taken with respect to the authorization or delivery by the Governmental Agency of the



Assistance Agreement, or the application of the proceeds thereof or the pledge or application of
any monies or security provided therefor, or in any way questioning the due existence or powers
of the Governmental Agency, or otherwise wherein an unfavorable decislon would have an
adverse impact on the transactions authorized in connection with the Assistance Agreement,

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

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

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

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

WITNESS our signatures, this 2 ( _dayof Ansud- , 2013.

GOVERNMENTAL AGENCY:
EAST PENDLETON COUNTY WATER
DISTRICT
i
By
Name: William Thompson
- Title: Chairman
ATTEST:
By: /
ame: |4 ,
Title: Secretary
793971
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ASSISTANCE AGREEMENT

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

WITNESSETH

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

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

WHEREAS, the Authority has issued, and will issue from time to time, its reverue bonds
pursuant to a General Trust Indenture dated as of September 1, 1989 (the "Indenture™) between
the Authority and U.S. Bank National Association (successor in interest to F/K/A First Kentucky
Trust Company) (the *Trustee") in order to provide funding for its Program; aod

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

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

WHEREAS, the Authority is willing to cooperate with the Governmental Agency in
making available the Loan pursuant to the Act and the Indenture to be applied to the Project
upon the conditions hereinafter enumerated and the covenants by the Governmental Agency
herein contained to levy, collect, and enforce and remit adequate Service Charges, as hereinafter
defined, for the services provided by the Governmental Agency’s System, as hereinafter defined,
and to apply the necessary portion of said Service Charges to the repayment of the Loan and the
interest thereon, as hereinafier specifically provided; and

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



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



ARTICLEI
DEFINITIONS

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

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

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

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

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

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

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

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

"Commonwealth” shall mean the Commonwealth of Kentucky.
*Construction™ shall mean construction as defined in the Act.

"Debt Obligations” shall mean those outstanding obligations of the Governmental
Agency identified in the Project Specifics outstanding a8 of the date of this Assistance
Agrcement or issued in the future in accordance with the terms hereof, payable from the

revenues of the Project.

"Engincers” means the firm of consulting enginters employed by the Govemnmental
Agency in connection with the Project identified in the Project Specifics.



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

“Indenture” shall mean the General Trust Indenture dated as of September 1, 1989
between the Authority and the Trustee,

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

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

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

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

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

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

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

construction of the Project progresses.

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

Project.
"Schedule of Service Charges” shall mean those revenues identified in Exhibit C from

which the Loan is to be repaid, which Schedule of Service Charges shal! be in full force and
effect to the satisfaction of the Authority prior to the disbursement of any portion of the Loan

hereunder.

"Service Charges” shall mean any monthly, quarterly, semi-annual, or annual charges,
surcharges or improvement benefit asscssments to be imposed by a Governmental Agency, or by

4



tho Authority, in respect of the Project which Service Charges arise by reason of the existence of
and requircment of, any Assistance Agreement and for the purposes of this Assistance
Agreement said Service Charge shall be no less than those set forth in the Schedule of Service

Charges.
"System® shall mean the utility system of which the Project shall become a part,

[End of Article I]



ARTICLE II
REPRESENTATIONS AND WARRANTIES

Section 2.1. Representations and Warranties of Authority. The Authority represents and

warrants for the benefit of the Governmental Agency as follows:

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

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

(C) To the knowledge of the Authority, there is no litigation or proceeding pending or
threatened against the Authority or eny other person affecting the right of the Authority to
execute or deliver this Assistance Agreement or to comply with its obligations under this
Assistance Agreement. Neither the execution and delivery of this Assistance Agreement by the
Authority, nor compliance by the Authority with its obligations under this Assistance
Agreement, require the approval of eny regulatory body, or any other entity, which pproval has
riot been obtained.

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

Section 2.2, Representations and Warranties of the Governmental Agency. The

Govemmental Agency hereby represents and warrants for the benefit of the Authority as follows:

{(A) The Governmental Agency is &8 duly organized and validly existing Governmental
Agency, as described in the Act, with full power to own its properties, conduct its affairs, enter
into this Assistance Agreement and consummate the transactions contemplated herchy.

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

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

(D)  There is no controversy or litigation of any nrature pending or threatened, in any
court or before any board, tribunal or administrative body, to challenge in any manner the

6



authority of the Governmental Agency or its governing body to make payments under this
Assistance Agreement or to construct the Project, or to challenge in any menner the suthority of
the Governmental Agency or its governing body to take any of the actions which have been
taken in the authorization or delivery of this Assistance Agreement or the construction of the
Project, or in any way contesting or affecting the validity of this Assistance Agreement, or in any
way questioning any proceedings token with respect to the suthorization or delivery by the
Governmental Agency of this Assistance Agreement, or the application of the proceeds thereof
or the pledge or application of any monies or security provided therefor, or in any way
questioning the due existence or powers of the Governmental Agency, or otherwise wherein an
unfavorable decision would have an adverse impact on the transactions authorized in connection

with this Assistance Agreement.

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

(F)  Attached hereto as Exhibit D is a true, accurate and complete copy of the
resolution or ordinance of the governing body of the Governmental Agency epproving and
suthorizing the execution and delivery of this Assistance Agreement. Such resolution or
ordinance was duly enacted or adopted at 8 meeting of the govemning body of the Governmental
Agency at which a quorum was present and acting throughout; such resolution or ordinance is in
full force and effect and has not been superseded, altered, amended or repealed as of the date
bereof; and such meeting was duly called and beld in accordance with law.

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

(H) The Governmental Agency has all licenses, permits and other governmental
approvals (including but not limited to all required approvals of the Kentucky Public Service
Commission) required to own, occupy, operate and maintain the Project, to charge and collect
the Service Charges and to enter into this Assistance Agreement, is pot in violation of and has
not received any notice of an alleged violation of any 2oning or land use laws applicable to the
Project, and has full right, power and authority to perform the acts and things as provided for in
this Assistance Agreement.

D Legal counsel to the Governmental Agency has duly executed and delivered the
opinion of legal counsel substantielly in the form set forth in Exhibit E hereto.

[End of Article II]



ARTICLE IIX
AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS

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

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

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

Default,

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

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

Section 3.3. Goyemmental Agency’s Right to Repay Loan. The Governmental Agency

shall have the right to prepay and retire the entire amount of the Loan at any time without penalty
upon written notice to the Authority no less than five (5) Business Days in advance of said

prepayment,

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

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

[End of Article I1]



ARTICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT;
REQUISITION FOR FUNDS

Section 4.1. Covensnts of Governm cn d Copditions of Loan. By the
exccution of this Assistance Agreement, the Governmental Agency agrees that prior to any
requests for the disbursement of all or a portion of the Loan made bereunder, the Governmental
Agency shall supply the Authority, if requested, appropriate documentation, satisfactory to the
Authority, in its sole discretion, indicating the following:

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

(B)  All real estatc and interest in real cstate and all personal property constituting the
Project and the Project sites beretofore or bereafter acquired shall at all times be and remain the
property of the Governmental Agency and constitute a part of the System, *

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

Loan, prior to the disbursement by the Authority of eny portion of the Loan.

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

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

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

furnished to the Authority.

(@) Duly authorized representatives of the Authority and such other agencies of the
Commonwealth as may be charged with responsibility will have reasonsable access to the
construction work whenever it is in preparation or progress, and the Governmental Agency will
assure that the contractor or contractors will provide facilities for such access and inspection.
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(H) The construction contract or contracts shall require the contractor to comply with
all provisions of federal end state law legally applicable to such work, and any amendments or
modifications thereto, together with all other applicable provisions of law, to cause appropriate
provisions to be inserted in subcontracts to insure compliance therewith by all subcontractors
subject thereto, and to be responsible for the submission of any statements required of
subcontractors thereunder.

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

construction progress of the Project.

(1) Prior to the award of the construction contrect and prior to the commencement of
construction, the Governmental Agency will arrange and conduct a conference as to the Project
said conference to include representatives of the Authority, the Governmental Agency, and any
other participating federal or state agency, the Engineers, and all construction contractors. A
written brief of said conference summarizing the construction schedule, fund requirements
schedule, payment authorizations, responsible parties for approval of ell facets of the
construction work and payment therefor, and other pertinent matters shall be prepared and
distributed to each agency involved, and all construction contractors and Engincers. Provided,
however, that in the event construction shall have been initiated as of the date of this Assistance

Agreement, this provision may be waived.

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

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

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

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

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

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

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

(S8) The Governmental Agency shall require that each construction contractor or
contractors furnish a performance and payment bond in an amount at least equal to one hundred
percent (100%) of the contract price or the portion of the Project covered by the particular
contract as security for the faithful performance of such contract.

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

interests may appear.

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

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

Section 4.2. Disbursements of Loan: Requisition for Funds. The Governmental Agency

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

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

previous accounting;
(B) A full and complete accounting of any costs of the Project paid by the

Governmental Agency from its own funds with the approval of the Authority and not included in
any previous accounting for which it seeks reimbursement;

(C) A full and complete accounting of any costs of the Project paid or requisitioned

under any other financing, loan, bond, grant or similar agreement or paid from its own funds for
which it does not seck reimbursement and which have not been identified in any previous

requisition form.

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

Upon the Authority's receipt of the Requisition for Funds, and such additional
documentation as it may require, the Authority may direct the Trustee to remit the emount

requested to the Governmental Agency as a draw upon the Loan.
[End of Article IV]
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ARTICLE Y

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

Section 5.1. Imposition of Service Charges. The Governmental Agency hereby

irrevocably covenants and agrees to comply with all of the terms, conditions and requirements of
this Assistance Agreement, pursuant to which the Loan is to be made by the Authority to the
Governmental Agency as specified herein and in the Act and the Indenture. The Governmental
Agency hereby further irrevocably covenants and agrees that it already has, or will, to the extent
necessary, immediately impose the Service Charges set forth in Exhibit C annexed hereto. If so
required, such Service Charges shall be in addition to all other rates, rentals and service charges
of a similar nature of the Governmental Agency now or hereafter suthorized by law, and now or
hereafter being levied and collected by the Governmental Agency and shall be levied and
collected solely for the purpose of repaying to the Authority all sums received from the
Authority as representing the Loan in respect of the Project.

Section 5.2. Governmental Agency’s Obligation to Repay Loan. The obligation of the

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

Section 5.3. Covenant to Adjust Service Charges. In the cvent, for any reason, the
Schedule of Service Charges shall prove to be insufficient to provide to the Authority the
minimum sums set forth in the Schedule of Payments, the Governmental Agency hereby
covenants and agrees that it will, upon notice by the Authority, to the full extent authorized by
Iaw, both federal and state, immediately adjust and increase such Schedule of Service Charges,
30 as to provide funds sufficient to pay to the Authority the minimum sums set forth in the

Schedule of Payments.

Section 5.4. Adequacy of Service Charpes. The Service Charges herein covenanted to
be imposed by the Governmenta] Agency shall be fixed at such rate or rates (and it is represented
that the Schedule set forth in Exhibit C hereto so qualifics), as shall be at least adequate to make
the payments at the times and in the amounts set forth in the Schedule of Payments, subject to

necessary governmental and regulatory approvals.

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

Section 5.5. Covenant to Establish Maintenance and Replacement Reserve. The

Governmental Agency shall establish a special account identified as a "Maintenance and
Replacement Reserve”. On or before each payment date identified in the Schedule of Payments,
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the Governmenta! Agency shall deposit into the Maintenance and Replacement Reserve an
amount equal to ten percent (10%) of the amount of such Loan payment until the amount on
deposit in such fund is equal to five percent (5%) of the original principal amount of the Loan
(the "Required Balance"). Amounts in the Maintenance and Replacement Reserve may be used
for extraordinary maintenance expenses related to the Project or for the costs of replacing worn
or obsolete portions of the Project. 1f amounts are withdrawn from such fund, the Governmental
Agency shall again make the periodic deposits hereinabove required until the Required Balance
is reinstated.

Section 5.6. Covenant t i ates; R g; Inspection. The
Governmental Agency hereby irrevocably covenants and agrees with the Authority:

(A) That, as aforesaid, it will at all times impose, prescribed, charge and collect the
Service Charges set forth in Exhibit C hercto as shall result in net revenues to the Governmental
Agency at ]east adequate to provide for the payments to the Authority required by this Assistance

Apreement.

(B) That it will fumnish to the Authority not less than annually reports of the
operations end income and revenues of the Project, and will permit authorized sgents of the
Authority to inspect all records, accounts and data of the Project at all reasonable times,

(C)  That it will collect, account for and promptly remit to the Authority those specific
revenues, funds, income and proceeds derived from Service Charges incident to this Assistance

Agreement.

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

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

and funds of the Governmental Agency, if any.

Section 5.8. Mandatory Sewer Connection. In the event that the Project consists of
sanitary sewer facilitics, the Governmental Agency hereby irrevocably covenants and agrees

with the Authority that it will, to the maximum extent permitted by Kentucky law, and by means
of ordinance, or other appropriate legislative order or action, mandatorily require the connection
to and use of, the sanitary sewers constituting the Project by all persons owning, renting or
occupying premises generating pollutants where such sanitary sewers are reasonably available to
such premises, and to exhaust, at the expense of the Governmental Agency, all remedies for the
collection of Service Charges, including, either directly or indirectly, pursuant to muthority
granted by Sections 96.930 to 96.943, inclusive, of the Kentucky Revised Statutes, and the Act,
causing termination of water services to any premises where the bill for sewer services is
delinquent and foreclosure and decretal sale in respect of improvement benefit assessments

which are delinquent.

Section 5.9. Termination of Water Services to Delinquent Users, In the event the Project

consists of water facilities the Governmental Agency covenants and agrees that it shall, pursuant
to applicable provisions of law, to the maximum extent authorized by law, enforce end collect
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the Service Charges imposed, and will promptly cause water service to be discontinued to any
premises where any billing for such facilities and services shall not be paid in a timely manner.

[End of Article V]
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ARTICLE VI
OTHER COVENANTS OF THE GOVERNMENTAL AGENCY

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

to pledge or assign.

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

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

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

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

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

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

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

Section 6.9. General Compliance With All Duties. The Governmental Agency shall

faithfully end punctually perform all duties with reference to the System required by the
Constitution end laws of the Commonwealth, and by the terms and provisions of the this
Assistance Agreement end any other Debt Obligations.

Section 6.10. Project Not to Be Disposed Of The Governmental Agency covenants and

agrees that, until satisfaction in full of its obligations hereunder, it will not sell, mortgage, or in
any manner dispose of, or surrender control or otherwise dispose of any of the facilities
constituting the Project or any part thereof (except that the Governmental Agency may retire
obsolete and wom out facilities, and scll same, if appropriate).

Section 6.11. General, The Governmental Agency shall do and perform or cause to be
done and performed all acts and things required to be done or performed by or on behalf of the
Governmental Agency under the provisions of the Act and this Assistance Agreement in

accordance with the terms of such provisions including the Additional Covenants and
Agreements, if any, set forth in Exhibit G hereto.

[End of Article V1]
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ARTICLE VII
MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION

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

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

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

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

of operations thereof.

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

Section 7.6. Authority as Named Insured. Any insurance policy issned pursuant to
Section 7.5 hereof, shall be so written or endorsed as to make losses, if any, payable to the

Governmental Agency, and to the Authority, as their interests may appear.

Scction 7.7. Covenant to Insure - Liability. The Governmental Agency agrees that it will
carry public liability insurance with reference to the Project with one or more reputable insurance
companies duly qualified to do business in the Commonwealth, insuring against such risks
(including but not limited to personal inquiry, death and property damage) and in such amounts
as are set forth in the Project Specifics, and naming the Authority as an additional insured.
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Section 7.8. Covenant Reparding Worker'’s Compensation. Throughout the entire term

of this Assistance Agreement, the Governmental Agency shall maintain worker's compensation
coverage, or cause the same to be maintained.

Section 7.9. Application of Casualty Insurance Proceeds. If, prior to the completion of

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

as herein provided

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

(A) The restoration of the improvements located on the Project sites to substantially
the same condition as prior to the exercise of said power of eminent domain; or

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

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

[End of Article VII)
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ARTICLE VIl
EVENTS OF DEFAULT AND REMEDIES

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

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

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

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

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

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

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

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

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

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

Default.

Section 8.4. No Remedy Exclusive. No remedy herein conferred upon or reserved to the
Authority is intended to be exclusive, and every such remedy will be cumulative and will be in
addition to every other remedy given hereunder and every remedy now or hereafter existing at
law or in equity. No delay or omission to exercise any right or power accruing upon any default
will impair any such right or power and any such right and power may be exercised from time to
time and as often as may be deemed expedient.

Section 8.5. Consent to Powers of Authority Under Act. The Governmental Agency

hereby acknowledges to the Authority its understanding of the provisions of the Act, vesting in
the Authority certain powers, rights and privileges in respect of the Project upon the occurrence
of an Event of Default, and the Governmental Agency hereby covenants and agrees that if the
Authority should in the future have recourse to said rights and powers, the Governmental
Agency shall take no action of any nature whatsoever calculated to inhibit, mollify, void, delay or
render nugatory such actions of the Authority in the due and prompt implementation of this
Assistance Agreement.

Section 8.6. Waivers. In the event that any agrecment contained herein should be
breached by cither party and thereafter weaived by the other party, such waiver will be limited to
the particular breach so waived and will not be deemed to waive any other breach hereunder,

Section 8.7. Agrcement to Pay Attorneys' Fees and Expenscs. In the event that either

party hereto will default under any of the provisions hereof and the nondefaulting party employs
attorneys or incurs other expenses for the enforcement of performance or observance of any
obligation or agreement on the part of the defaulting party hercin contained, the defanlting party
agrees that it will pay on demand therefor to the nondefaulting party the fees of such attorneys
and such other expenses so incurred by the nondefaulting party.

[End of Asticle VII)
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'ARTICLE IX
MISCELLANEOUS PROVISIONS

Section 9.1. Approval not o be Unreasonably Withheld. Any approval of the Authority
required by this Assistance Agreement shall not bo unreasonably withheld and shall be deemed

to have been given on the thirtieth (30th) day following the submission of any matter requiring
approval to the Authority, unless disepproved in writing prior to such thirticth (30th) day. Any
provision of this Assistance Agreement requiring the approval of the Authority or the satisfaction
or the evidence of satisfaction of the Authority shall be interpreted as requiring action by an
authorized officer of the Authority granting, authorizing or expressing such approval or
satisfaction, as the case may be, unless such provision expressly provides otherwise.

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

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

Section 94. Binding Effect. This Assistance Agreement shall be binding upon, and shall
inure to the benefit of the parties hereto, and to any person, officer, board, department, agency,
mumicipal corporation, or body politic and corporate succeeding by operation of law to the
powers and duties of either of the parties hereto. This Assistance Agrecment shall not be
revocable by either of the parties, nor assignable by cither parties without the written consent of
the other party.

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

Section 9.6, [Execution jn_ Counterparts. This Assistance Agreement may be
simultaneously executed in several counterparts, each of which will be an original and all of

which will constitute but one and the same instrument.

Section 9.7. Applicable Law. This Assistance Agreement will be governed by and
construed in accordance with the laws of the Commonwealth.

Section 9.8. Yenue. The partics hereto agree that in the event of a default by the
Governmental Agency pursuant to the provisions of Article 8 of this Agreement, the Authority
shall, to the extent permitted under the laws of the Commonwealth, have the right to file any
necessary actions with respect thereto in Franklin Circuit Court.

Section 9.9, Captions. The captions or headings herein are for convenience only and in
no way define, limit or describe the scope or intent of any provisions or sections of this
Assistance Agreement.

[End of Article IX]
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IN WITNESS WHEREQF, the parties hereto have caused this Assistance Agreement to
be executed by their respective duly authorized officers as of the day and year above written.

ATTEST: KENTUCKY INFRASTRUCTURE
AUTHORITY

%@_W—L By:

Title: SECRETARY Title: CUTIVE DIRECTOR
GOVERNMENTAL AGENCY:
EAST PENDLETON COUNTY WATER
DISTRICT

.

Byiw%zz

Title: Secretary | Title: Chairman

APPROVED: EXAMINED:;

Q%»u_ U eaor,
ECRETARY/FINANCEAND ) LEGAL COUNSEL TO THE

ADMINISTRATION CABIN'ET OF THE KENTUCKY INFRASTRUCTURE
COMMONWEALTH OF KENTUCKY  AUTHORITY

APPROVED AS TO FORM AND LEGALITY

c//W-@-:_,

APPROVED
FINANCE AND ADMINISTRATION CABINET
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EXHIB(T A
EAST PENDLETON COUNTY WATER DISTRICT

PROJECT SPECIFICS
B12-05

GOVERNMENTAL AGENCY:
Name: East Pendleton County Water District

€01 Woodson Road

Falmouth, KY 41040
Contact
Person: William Thompson, Chaimrman

(659) 654-4567
SYSTEM: infrastructure

PROJECT:

This project Is for painting the inside and outside of a 150,000 gallon water tower tank with epoxy
paint. The tank will be cleaned and sandblasted with EPA approved inert material and the tank
area will be fully contained to ensure that no dust escapes the project area. The project will not
require any engineering or ground preparation and will be fully EPA and OSHA compliant.

PROJECT BUDGET:
Total

Construction 160,000

Total $ 160,000
FUNDING SOURCES:

Amount %

Fund B Loan $ 160,000 100%

Total $ 160,000 100%
KIA DEBT SERVICE:

Construction Loan $ 180.000

Interest Rate 2.75%

Loan Term (Years) 20

Estimated Annual Debt Service $ 10,454

Administrative Fee (0.20%) $ 320

Total Estimated Annual Debt Service § 10,774



AMORTIZATION COMMENCEMENT DATE: June 1 and December 1

Interest payments will commence within six months from first draw of funds (estimated 12/1/13).

Full principal and Interest payments will commence within one year of initiation of operation
(estimated 8/1/14).

REPLACEMENT RESERVE ACCOUNT: $ 400 ANNUAL AMOUNT
$ 4,000 TOTAL AMOUNT

The annuai replacement cost is $400. This amount should be added to the replacement account
each Decembar 1 until the balance reaches $4,000 and maintained for the life of the loan.
ADMINISTRATIVE FEE: 0.20%

DEFAULT RATE: 8.0%
DEBT OBLIGATIONS CURRENTLY OUTSTANDING:

Outstanding Maturity
Serles 1958 Revenue Refunding Bonds $ 695000 2025
KIA (C97-01) 80,000 2017
Series 2002 Rural Deveiopment Bonds 430,000 2042
Serfes 2007 Rural Development Bonds 183,500 2042
Series 2007 Rural Development Bonds 94,100 2044
Total $ 1,482,600

LIABILITY INSURANCE COVERAGE:

Death or Personal injury (per person) / o0
Death or Personal Injury (per occurrence) 2‘ ’gd E @

Property Damage on System L0200 2007



EXHIBIT B

REQUEST FOR PAYMENT WITH RESPECT TO
ASSISTANCE AGREEMENT DATED JULY 1,2013

Request No. Dated
ORIGINAL SENT TO: Kentucky Infrastructure Authority
1024 Capital Center Drive
Suite 340

Frankfort, Kentucky 40601

COPY SENTTO: Ms. Nancy Sanders
Director, Community Programs
Govemnor’s Office for Local Development
1024 Capitol Center Drive
Frankfort, Kentucky 40601

FROM: East Pendleton County Water District ("Governmental Agency")

Gentlemen:

The above identified Governmental Agency has entered into an Assistance Agreement
with the Kentucky Infrastructure Authority (the "Authority”) for the acquisition and construction
of facilities described in the Assistance Agreement as the "Project.”

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

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

ELIGIBLE PROJECT EXPENSES INCURRED
Expenses this Expenses to
Contractor Request Dste
Total



LLOCATION OF DING XPENSES

Portion of Portion of Expenses
Funding Source Expenses this Request Total to Date
Totals

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

Amount of Payment  Date of Payment

Funding Source gr Requisition or Requisition
Respectfully submitted,
Governmental Agency
By
Title:

Certificate of Consulting Engineers as to
Payment Request

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

Engineer/Consultant

Firm Name
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EXHIBIT C
SCHEDULE OF SERVICE CHARGES

Ses Attached Rate Schedule



P.5.C. KY. NQL
SHEET NO.
East Pendleton County Water District CANCELLING P.S.C.KY.NQ
(Name of Litlity)
SHEET NO

FOR Northeast Portion County
of Pendleton County

Community, Town or City

I3

RATES

Monthly Rates

518" & 3/4" Meters

First 1,000 galions
Next 99,000 galions
Over 100,000 gallons
1 1/4" Meters

First 20,000 galions
Next 80,000 galions
Over 100,000 gallons
2" & 3" Meters

First 100,000 gallons
Over 100,000 galions

$17.75 Minlmum bill
6.51 per 1,000 gailons
555 per 1,000 galions

$141.44 Minimum bill
6.51 per 1,000 galions
555 per 1,000 gallons

$662.24 Minimum bill
5.55 per 1,000 galions

. DATE OF ISSUE_:

Month / Date / Year

PUBUIC SERVICE COMMISSION
OF KENTUCK ¥

DATE EFFEm - 15~2004
Monthys Qatg/ Year
ISSUED BY., }W

EFFECTIVF

(Signaturs of Dificer)

MAR 15 2004
PURSUANT TO 807 han o111

BY AUTHORITY OF ORDER 'OF THE PUBLIC SERVICE
CDMMISSION

INCASEND. 200% < 0 00 B0 pATED 3 - jB-A0p

SECTIONS
e

EXECUTIVE DRECTOR



APPENDIX

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2013-00103 DATED AUG 0 { 2013

NOTICE TO THE CUSTOMERS
OF ZAST PENDLETON COUNTY DISTRICT WATER DISTRICT

On May 13, 2013, East Pandleton County Waler Dlstrict applied to tha Kentucky Public
Service Commisslon (FS5C") for suthorlty (o adjust is rates for water servica.  Afier
performing o review of East Pandleton County Water District's applfication and records,
the PSC Staft hay recommanded that East Pendiston County Water (Xstrict be granted
an Increase graater than that requestad,

East Pandieton County Watsr District raquested tha foflowing rates:

First 1,000 Gallons $20.38 Minimum B
Next £8,000 Gallons 7.83 Par 1,000 gallons
Over 100,000 Gallons 8 83 Per 1,000 gafions
1 1/4-Inch Moter

First 20,000 Gallons $185.00 Minimum Bill
Naxt 80,000 Galflons 7.43 Per 1,000 gallons
Over 100,000 Galona .83 Per 1,000 galions
2-nch Meter

First 100,000 gallona $£825.00 Minimum B
QOver 100,000 galions 7.82 Per 1,000 galions
Zinch Moter

First 100,000 gatlons $825.00 Minimum BNt
Cvar 100,000 gallona 7 82 Per 1.000 galiona

Commizsion Staff has recommendad the foflowing rates:

Flrst 1,000 Gallons $18.42 Minkmum Bt
Next 00,000 Galons £.33 Par 1,000 gallona
Ovar 100,000 Gallons 7.11 Per 1,000 galiorts
1 t/4inch Meter
First 10,000 Gallons $102/39 Mintmum Bil
Neuxt $0,000 Gations 9 33 Per 1,000 galions
Over 100,000 Balons 7.11 Per 1,000 gallions
)
First 20,000 gallons $195.89 Minlmum Bill
Next 80,000 Gallons 033 Per 1,000 gelions
Cver 100.000 Gallons 7.11 Per 1,000 gaflons
3-Inch Meter
First 30,000 galiorns $258.860 Minkmum BiX
Naxt 70,000 Gallons © 33 Per 1,000 gaflony
Over 100,000 Galions 7.11 Per 1,000 gallons

A copy of the

report can ba

found
hitp=//pac. ky.govipscscl/2013% 20ceses/2013-00103/20130826_PSC_ORDER. pet.

Pursuant to the PSC’s Order of May 13, 2013, in Case No. 2013-00103, East Pandieton
County Water Distict has requested that the PSC approve tha highar rates, Any
corporation, associetion, body politic, or parson may submi commants on tha proposed
raquest na [ater than Ssplamber 18, 2013, Commerts shal ba in writing and shall be
submitied {0 the Exscutive Director, Public Service Commisalon, 211 Sower Boulevard,
P.Q. Box 815, Frankfort, Kentucky, 40502, Comments may aisg bs subimitted by slectronk:
mai to pse.lnfo@ky gov. i tha Commission doas not recalved any objections or requests
for intervention or hsarng in thia matter by Septambar 15, 2013, the Commisaion will
procaad o render a decision in the matter.

.



EXHIBITD
RESOLUTION

RESOLUTION OF THE EAST PENDLETON COUNTY WATER DISTRICT
APPROVING AND AUTHORIZING AN ASSISTANCE AGREEMENT
BETWEEN THE EAST PENDLETON COUNTY WATER DISTRICT AND
THE KENTUCKY INFRASTRUCTURE AUTHORITY

WHEREAS, the Board of Commissioners, ("govemning authority") of the East Pendleton
County Water District, ("Governmental Agency”) has previously determined that it is in the
public interest to acquire and construct cerfain water facilities and improvements to the
Wastewater System being maintained and operated by the Governmental Agency as the court-
appointed receiver for Big Valley Sanitation, Inc. (the “Project™); and

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

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

NOW, THEREFORE, BE IT RESOLVED by the East Pendleton County Water District,
as follows:

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

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

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

ADOPTED on _,2013.

Chairman

Attest:

Secretary



RTTFI

I, the undersigned, hereby cestify that I am the duly qualified and acting Secretary of the
East Pendleton County Water District; that the foregoing is a full, true and correct copy of a
Resolution adopted by the governing authority of said District at a meeting duly held on
» 2013; that said official action appears as a matter of public record in
the official records or joumal of the govemning authority; that said meeting was held in
accordance with all applicable requirements of Kentucky law, including KRS 61.810, 61.815,
61.820 and 61.825; that a quorum was present at said mecting; that said official action has not
been modified, amended, revoked or repealed and is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature this day of ,
2013.

Secretary
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EXHIBITE
OPINION OF COUNSEL
[Letterhead of Counsel to Governmental Agency]

[Date)

Kentucky Infrastructure Authority
1024 Capital Center Drive

Suite 340

Frankfort, Kentucky 40601

RE: Assistance Agrecment by and between Kentucky Infrastructure Authority and the
East Pendleton County Water District, dated as of July 1, 2013

Ladies and Gentlemen:

The undersigned is an attomey at law duly admitted to the practice of law in the
Commonwealth of Kentucky and is legal counsel to the East Pendleton County Water District,
hereinafier referred to as the "Governmental Agency”. 1am familiar with the organization and
existence of the Governmental Agency and the laws of the Commonwealth applicable thereto.
Additionally I am familiar with the infrastructure project (the "Project”) with respect to which
the Assistance Agreement by and between the Kentucky Infrastructure Authority ("Authority™)
and the Govemmental Agency is being authorized, executed and delivered.

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

Based upon my review [ am of the opinion that:

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

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

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

B-1



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

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

6) To the best of my knowledge after due inquiry there is no action, suit, proceedings
or investigation at 1aw or in equity before any court, public board or body pending or threatened
against, affecting or questioning (i) the valid existence of the Governmental Agency, (ii) the right
or title of the members and officers of the Governmental Agency to their respective positions,
(iii) the authorization, execution, delivery or enforceability of the Assistance Agreement or the
application of any monies or security therefor, (iv) the construction of the Project, (v) the validity
or enforceability of the Service Charges or (vi) that would have a material adverse impact on the
ability of the Governmental Agency to perform its obligations under the Assistance Agreement.

) None of the proceedings or authority heretofore had or taken by the Governmental
Agency for the authorization, execution or delivery of the Assistance Agreement has or have
been repealed, rescinded, or revoked.

8) All proceedings and actions of the Governmental Agency with respect to which
the Assistance Agreement is to be delivered were had or taken at meetings properly convened
and held in substantial compliance with the applicable provisions of Sections 61.805 to 61.850 of
the Kentucky Revised Statutes.

Very truly yours,

E-2



EXHIBITF

TO ASSISTANCE AGREEMENT BETWEEN
THE EAST PENDLETON COUNTY WATER DISTRICT
("GOVERNMENTAL AGENCY") AND
THE KENTUCKY INFRASTRUCTURE AUTHORITY

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

Principal and Interest Payable
on Each and




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

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

Assistance Agreement,
KENTUCKY INFRASTRUCTURE AUTHORITY

By:
Title:

EAST PENDLETON COUNTY WATER
DISTRICT, GOVERNMENTAL AGENCY

By:

Title:

ATTEST:

Title:
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EXHIBIT G
ADDITIONAL COVENANTS AND AGREEMENTS

NONE

78653v1
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EXHIBIT D
RESOLUTION

RESOLUTION OF THE EAST PENDLETON COUNTY WATER DISTRICT
APPROVING AND AUTHORIZING AN ASSISTANCE AGREEMENT
BETWEEN THE EAST PENDLETON COUNTY WATER DISTRICT AND
THE KENTUCKY INFRASTRUCTURE AUTHORITY

WHEREAS, the Board of Commissioners, ("governing authority") of the East Pendleton
County Water District, ("Governmental Agency"} has previously determined that it is in the
public interest to acquire and construct certain water facilities and improvements to the
Wastewater System being maintained and operated by the Governmental Agency as the court-
appointed receiver for Big Valley Sanitation, Inc. (the “Project”); and

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

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

NOW, THEREFORE, BE IT RESOLVED by the East Pendleton County Water District,
as follows:

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

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

SECTION 3. That this resolution shall take effect at the earliest time provided by law.
ADOPTEDon s 12 2013,

Y ==
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CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the

East Pendleton County Water District; that the foregoing is a full, true and correct copy of a
Resolution adopted by the governing authority of said District at a meeting duly held on
wl 12, , 2013; that said official action appears as a matter of public record in

the ‘6fficial records or journal of the governing authority; that said mecting was held in
accordance with all applicable requirements of Kentucky law, including KRS 61.810, 61.815,
61.820 and 61.825; that a quorum was present et said meeting; that said official action has not
been modified, amended, revoked or repealed and is now in full force and effect.







August 13,2013
The East Pendleton County Water District held its meeting on August 13, 2013. Present were Bill
Thompson, Chairman; Bill Flaugher, Secretary; Wayne Lonaker, Manager; and Bill Mitchelf of Northemn
Kentucky Arca Development District,
Bill Thompson called the meeting to order. Bill Flaugher read the minutes from the July 9, 2013
meeting. Bill Flaugher made a motion to approve the minutes, seconded by Bill Thompson. Tha minutes

were accepted as read,

Tha Board reviewed the bank and financial statements, Bill Flaugher made a motion to approve the
bank and financial statements, seconded by Bill Thompson. Motion carried. Thera were n¢ customer
adjustments this month.

Wayne discussed with the Board the purchase of a new computer and upgrade of the operating system
from XP to Windows 7 for the Micro-Comm telemeatry system. Wayne is to check into this further, No action
was taken at this time.

Bill Flaugher made a motion to accept the KIA Resolution as defined, seconded by Bill Thompson.

Mation carried.
The next meeting is scheduled for September 10, 2013, Bill Flaugher made a motion to adjoumn,

seconded by Bill Thompson. Meeting was sdjourned. Q
Bill Thompson, Cheirman /V\

Bill Flaugher, Secretary EAST PENDLEION COUNTY WATER DISTRICT







RENIUCKY HErasructune AUthomty
Minutes of tha Full Board ~ Regu!ar Meeting — August 2, 2012

KENTUCKY INFRASTRUCTURE AUTHORITY
Minutes of the Fuil Board

Meating DatelLocation:  August 2, 2012 - 1:00 pm.
Kentucky infrastructure Authority
1024 Capital Center Drive, Suiltes 349, Frankfort

Members present:

Mr. Tony Wilder, Commissioner, Departmant for Loca! Government
Mr. Jamie Link, Finance and Administration Cabinet
(parmanenl proxy for Secretary Lorl H. Flanery, FAC)
Mr. George Burgess, Economic Development Cabinet
{proxy for Secretary Larry Hayes, EDC)
Ms. Lona Brewer, Energy and Environment Cabinet
(permanent proxy for Secretary Leonard K. Poters, EEC)
Mr. Jerry Wueicher, Public Sarvice Commission
(permanent proxy for Executive Dlrector Jeff Derouen, PSC)
Mr. C. Ronald Lovan, representing the American Water Works Assoclation
Mr. Damon Talloy, rapresenting tha Kentucky Rural Water Association
Mr. David W. Cartmell, Mayor, City of Maysville, represanting the Kentucky League of Cities

Members shsent:

Ms, Linda C. Bridwell, representing for-profit private water companies

Mr. Jody Jenkins, Unlon County Judga/Executive, representing the Kentucky
Association of Counties

Mr. Martin T. lvy, representing the Kentucky Municipal Utllitles Assoclation

Gusaty:

Ms, Anshu Singh, Division of Watar

Ms, Jennifer Mcintosh, Kentucky River Area Development District
Mayor Charyl Moore, City of South Shore

Mr. Bryan Kirby, CEDA

Mr. Jim Thompson Kentucky Engineering Group

Mr. Jimmy Mudd, Marlon County Water District

Mr. Lindsey Blronas, GRW Engineers

Ms. Adalyn Haney. GRW Engineers

Ms. Sandy Dunahoo, Nasbitt Engineering, Inc.

Mr. Josh Nacey, Leglstative Research Commission

Mr. Roger Reckterwald, Kantucky Association of Counties
Mr. Tom Marshall, Citizen

Mr. Gary Larimore, Kentucky Rural Weter Association

Ms. Jennifer Kantner, Office of Financial Management

Mr. Nathan Cryder, Auditor of Public Accounts
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RenmICKy Inrastucturg AUtnonty
Minuies of the Full Board - Regular Meeting - August 2, 2012

EROCEEDINGS

Chalr Tony Wilder called the meeting of the Kentucky Infrastructure Authority (KIA)
Board to order. Chalr Wilder atked board members and gussts to Introduce themssives.
He noted that a quorum was present and that the press had besn notified reganding the

maeeting.

Mr. Rusty Anderson, KIA, made maps avalable for iewing via the Water Resource Information
System (WRIS) which showed an overview of the water and sewer projacts that wera 1o be
considered at this board maeting.

I USINE o qul

A. 1. APPROVAL OF MINUTES
For: KIA Regular Board Mesting of June 7, 2012

Mr. Damon Talley moved to approve the minutes of the June T, 2012 regular
board meseting. AMr. Ron Lovan seconded, and the motion carrfed

unanimously.
B. PRESENTATION ON SPECIAL DISTRICTS

Mr. Nathan Cryder, Chief Policy Advisor, from the Auditor of Public Accounts
made a presentstion to the Board reganding the Special Districts project that was
ennounced by the State Auditor on June 6, 2012, The goal Is to inventory the
special districts In Kentucky and to answer four basic questiors: 1) How many
are there In Kentucky; 2) Where are they located; 3) How much money flows
through them; and 4) Which ones are In compllance with state law. Mr. Cryder
stated there are about 47 different types of special districts ranging from water
and conservation, ambulance and volunteer fire dapartments, fo solf
conservalion. On Juns 6, 2012, the Auditor's office sent out a survay to
approximataly 1,160 special districts using a list that was provided to them from
the Department for Local Governmant. They have raceived a 75-80% responsa
rata from those surveys so far. They also sent surveys to all county judges,
county clerks and sheriffs in the state. The Auditors office has traveled
throughout the stals to all 15 area development districts to meet with the
representatives to the speclal districts and elacted officials. The goal is lo
redesign the system In a way that Is falr for everyone involved. Once all the
Information Is compiled and confirmed, the data will b avaliable for alf taxpayers,
The goal is to have the project completad by the end of the year.

C. NEW PROJECTS/ACTION ITEMS

1. RESOLUTIONS AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY HONORING THOMAS P.
CALKINS IN RECOGNITION OF DEDICATED SERVICE

Chalr Tony Wiider read tha resolution Into the record before the board, Chalr

Wilder acknowledged that Tom Calkins served the board with dedication and
provided valuable comments and input during his term.
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Mr. Ron Lovan moved to spprove the resolution. Mr. Damon Talley
seconded, and the motion carried unanimously.

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY ESTABLISHING FUND A
INTEREST RATES FOR THE PERIOD JULY 1, 2012 THROUGH JUNE 30,

2013

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY ESTABLISHING FUND F
INTEREST RATES FOR THE PERIOD JULY 1, 2012 THROUGH JUNE 30,
201

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY ESTABLISHING FUND B
INTEREST RATES FOR THE PERIOD JULY 1, 2012 THROUGH JUNE 30,

2013

At this time, Ms. Sandy Williams introduced a new staff member to KIA, John
LeFewre, Financlal Anatyst. M. LeFewre had previously worked for 1he Energy
and Environmen] Cabinet and in finance In the private sector.

Ms. Sandy Willams, KIA, presented the resolutions to establish the Fund A,
Fund F, and Fund B interest rates. Sha also presented a handout referencing
the interest rata history for all four loan programs from July 1, 2002 through June
30, 2012. In complgnce with state and federal administrative regulations that
govermn how the Authority is to set Interest rates based on the prevaling market
conditona, the availability of funds, the demand for financial assistance, and that
rates need fo be at or below markat rate, KIA ataff recommendsd to lower
Interest rates at this tme. The interest rates for KIA Fund A, Fund F, and Fund
B joans approved by the Authority during the period July 1, 2012 through June
30, 2013 ahall be as follows: the standard interest rate is 2.75%, the first non-
standand rate Is 1.75% and the lowest non-standard rate Is 0.75%. as defined in
the 2013 Clean Water and Drinking Water SRF intended Usa Plans. Fund C
loan Interest rates are not established by the KIA Board but are set al the time of
the corresponding bond Issuance and are tied to the Interest rate of the bonds,
An Interest rate of 3% Is offered to any Fund C ioans that are tiad to the surplus

fund Investments.

Mr. Damon Talley moved to approve the three interest rate resolutions for
Fund A, Fund F, and Fund B. Mr. George Burgess secopded, and the
motion carrisd unanimously.

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF
A CONDITIONAL COMMITMENT FOR A FEDERALLY ASSISTED
WASTEWATER REVOLVING FUND LOAN (A12-30) IN THE AMOUNT OF
$500,000 TO THE CITY OF JENKINS, LETCHER COUNTY, KENTUCKY
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Ms. Anshu Singh, DOW, and Ms. Sandy Williams, KIA, presented the project to
the Board. The City of Jenkins requested a $500,000 Fund A loan for the Sewer
Maln Rehab Phase lil project. The loan will be combined with an RD Grant and
an RD Loan for a total project amount of $1,500,000. This project involves the
rehabilitation of tha sewer collection system in the Dunham area of Jenkins In an
effort to reduce excessive inflow and infiltration (J&1) from tha coliaction system.
This will Involve open cuts, replacement of approximataly 13,000 lnear fest of
eight Inch clay pipe, trenchiass technologles, chemical grouting and manhole
repalrs and replacement. The Dunham erea is known to have significant
wastewater flows that do not correspond to water usage and a number of
manholes bacome submerged during flood avents. The area Is aleo befleved to
have a large number of properties with downspout connections that feed Info the
sanitary sewer system and the Intent Is to identify and eminate as many of these
as possible. Tha project will not be reported for Green Project Reserve funding.
The project qualified for additional gubaidization of 10% of tha lcan amount, or
$50,000. The unforgiven balance of the loan Is $450,000 to be repald in 20
years with an interest rete of 0.75% and an estimated annual debt service
payment of $25,172. Both DOW and KIA staff recommended approval of the
loan with the standard conditions.

Ms. Wiliams explained 1o the Board that new information will now be edded to
the Executive Summary sheets which are pressntad as a part of the credit
analysis for each project The new information pertains fo the Project Budget on
the summary sheet and will show the RD fes scals percaniage for engineering
fees. This new information was requested from the members of the Capital
Projects and Bond Oversight Committes, who also review and approve projects
that request funding from KIA,

A comection wil ba made to the Credit Analysis on page 57, under
Demographics, regarding the interest rate. The Interest rale used for this loan
shoutd read 0.75%, Instead of 1%. A comrection will be made o the Resolution
on paga 51, undar Seclion 2, regarding tha name of the project. It should read
the Sewer Main Rehab Phase [l project.

Mr., Demon Talley moved to approve the Fund A {A12-30) resolution with
the standard conditions. Msyor David Cartmell seconded, and the motion

carried unanimously.

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF
A CONDITIONAL COMMITMENT FOR AN INFRASTRUCTURE REVOLVING
FUND (B12-05) LOAN IN THE AMOUNT OF $180.000 TO THE EAST
PENDLETON WATER DISTRICT, PENDLETON COUNTY, KENTUCKY

Ms. Sandy Wiliams, KIA, presented the project to the board. The East
Pendleton Water District requested a $180,000 Fund B loan for the Water Tank
Refurbishment projact. The project Is for painting the Inside and outside of a
150,000 galion water tower tank with epoxy paint. The tank will be cleaned and
sandblasted with EPA approved inert material and the tank area will be fully
contsined to ensura that no dust escapas the project srea. The project will not
require any sngineering Or ground preparation and wi be fully EPA and OSHA
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compliant. The tarm of the loan is 20 years with a 2.75% intorest rate and an
estimated annual debt senvice payment of $10,774. KIA staff recommendad
approval of the loan with the standard conditions.

Mr. Ron Lovan moved fto approve the Fund B (B12-05) resolution with the
standard conditions. Ms, Lons Brewer seconded, and the motion carrfed
unanimously, with Mr. Jarry Wuetcher abstaining due to the fact that the
loan will have fo come before the PSC for approval,

5. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF
A CONDITIONAL COMMITMENT FOR AN INFRASTRUCTURE REVOLVING
FUND (B12-06) LOAN IN THE AMOUNT OF $549,180 TO THE MARION
COUNTY WATER DISTRICT, MARION COUNTY, KENTUCKY

Ms. Sandy Williams, KIA, presented the project to the board. The Marion County
Water District requested a $548,180 Fund B loan for the Highway 84 Water Line
Upgredes project This projact is for the replacement of approxdmatsly 25,000
linear feet of forty year oid four inch water fine with a six inch line along Highway
84 in the Raywick area of Marion County, Water demand in the area and beyond
i requires a six inch lina to provida the nacessary pressure and volume. The
existing line has been prons o breakage resuiting in water outages and boil
walar advisories when pressure has dropped below mandatory levels. The
project ranked fifty-third on the 2013 DWSRF priority kst and it is highly unfikely
that there will be encugh Invitation dadlinations of higher priority projacts for It to
be invited. The term of the loan Is 20 years with a 1.75% Interest rats and an
estimated annual debt servico payment of $33,700. KIA staff recommended
approval of the loan with the standard conditions.

Mr. Damon Tallsy moved to spprove the Fund B (B12-08) resolution with
the standard conditions. Mr. George Burgess seconded, and the motion
carried unanimously, with Mr. Jerry Wuetcher abstaining due to the fact
that the project and the loan will have to come before the PSC for approval.

6. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING I1SSUANCE OF
A CONDITIONAL COMMITMENT FOR AN INFRASTRUCTURE REVOLVING
FUND (B12-07) LOAN IN THE AMOUNT OF $300,000 TO THE SYMSONIA
WATER DISTRICT, GRAVES COUNTY, KENTUCKY

Ms. Sandy Willams, KIA, presented the projact to tha board. The Symsonla
Wator District requestad a $300,000 Fund B loan for the New Storage Tank,
Welis and Treatment Faclity project The loan will be combined with a grant
from HBB08 in the amount of $595,000 for a tolal project amount of $895,000.
The District currently has a treatment bullding, two groundwater wels, and a
75,000 gelion storage tank. The projact will Include a new 150,000 gallon ground
storage ank, two groundwater wells, a booster pump station and a treatment
building. The existing treatment facility and ground wells will be taken off line
when the new facilities are compleled. The existing tank needs somae repairs and
may be taken off lina temporarily for the repalrs. The new groundwater wells will
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be pumped through the chemical feed manhole and Into the ground storage tank
for contact time. Tha booster pumps will puil from the ground tank and pump i
into the gysiam. They are capable of supplying the system and filling the exisiing
tank. The term of the loan Is 20 years with a 1.75% interest rata and an
estimated annual debt service payment of $18,443. KIA staff recommended
approval of the loan with tha standard condltions.

Mr. Damon Talley moved to approve the Fund B (B12-07) resolution with
the standard conditions, Mr. Ron Lovan secontded, and the motion carried
unanimously, with Mr. Jerry Wuetcher abstalning due fo the fact that the
foan wiil have to come before the PSC for approval,

RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE

" KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF

A CONDITIONAL COMMITMENT FOR AN INFRASTRUCTURE REVOLVING
FUND (B12-08) LOAN IN THE AMOUNT OF $358,000 TO THE CITY DF
SCOTTSVILLE, ALLEN COUNTY, KENTUCKY

Ms. Sandy Willams, KIA, presented the project fo the board. The City of
Scottsville requested a $358,000 Fund B loan for the Spring Valley Sewer Phase
Il project. The project Is for the construction of 2,600 iinear feet of eight inch
PVC gravity sawer and (hirtean manholes on Christian Drive and Jackson
Avenua to serve thirty-threa new customers. The loan will be combined with a
grant from HB1 In the amount of $358,000 for a total projact amount of $716,000.
The tarm of the loan is 20 years with an Interest rate of 0.756% and an estimated
annual debt servica payment of $20,026. KIA staff recommended approval of the
loan with the standard conditions.

Mr. Jamie Link moved to approve the Fund B (B12-08) resolution with the
standard conditions. Mr. George Burpess seconded, and the motion
camried unanimously.

. RESOLUTION AND ORDER OF THE BOARD OF OIRECTORS OF THE

KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF
A CDNOITIONAL COMMITMENT FOR AN INFRASTRUCTURE REVOLVING
FUND (812-09) LOAN IN THE AMOUNT OF $1,800,000 TO THE CITY OF
SOUTH SHORE, GREERUP COUNTY, KENTUCKY :

Ms. Sandy Willlams, KIA, presanted the project fo tha board. The Clty of South
Shers requested a $1,800,000 Fund B loan for the acquisition of the assats of
South Shore Water Works (SSWW). SSWW is a private water system that Is
regulated by the Public Servica Commission. The owner wishes to ratire end the
purchase will assure the public of a dependable and affordable finished water
supply. All equipment, personal property, real estate, easements, leases and
Interests In real estats thet ara owned by SSWW or B separsis reslty company
that Is owned by the SSWW stockholder will be purchased by the City. The City
will not assume any existing flabllities of the exisling SSWW operation. The
business was appreised by Raftelis Financlal Consultants in 2008. The eppraisal
was based on an evaluation of the businass’ abllity {o generate income, a market
review for other watsr company sales, and 8n estimate of the asset value of the
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business. SSWW was organizad in 1954 and serves customears In tha City of
South Shore and outlying areas of northwestern Greenup and norfheastemn
Lewis Counties. The design capacity of the treatment plant Is 820,000 gallons
per day and the plant oparates at about 50% of capacity. From 2008 through
2011 the customer count was stable at 2,259 while gallons of water soki ranged
from a low of 116 million in 2011 to a high of 129 million in 2008. Reported water
loss each year was about 15%. Disruptions of water service are typical due to the
age of the distribution system. The term of the loan is 20 years with an inlerest
rate of 0.75% and an estimated annual debt sarvice payment of $89,500. KIA
staff recommended approval of the lo2n with the standard condifions.

Mr. Damon Talley moved to spprove the Fund B (B12-09) resolution with
the standard conditions. Ms. Lona Brewer secornded, and the motion
carried unanimously, with Mr. Jerry Wuetcher abstaining due to the fact
that the loan will have to come before the PSC for spproval.

9. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE
KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING AND
APPROVING THE ISSUANCE OF OBLIGATIONS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY TQ REIMBURSE CAPITAL EXPENDITURES
MADE BY GOVERNMENTAL AGENCIES PURSUANT TO LOANS MADE BY
THE KENTUCKY INFRASTRUCTURE AUTHORITY TO SUCH
GOVERNMENTAL AGENCIES

This Is a routine resolution aflowing KIA fo relmburse expenses thal are paid out
of the Authority’s funds with bond proceeds. Tha projects listed below are

coverad under this resolution:

[APPLICANT FUND AMOUNT

City of Janions A12-30 3 500,000
East Pendiaton Water District B12-05 $ 160,000
Marion County Water District B12-06 $ 548,180
Symsonia Water District B12-07 $ 300,000
City of Scottsvile B12-08 3 358,000
Clty of South Shore B12-09 $ 1,600,000

Mr. Georpge Burgess moved to approve the resolution. Mr. Jerry Wuatcher
seconded, and the motion carried upanimously.

EXECUTIVE DIRECTOR'S REPORT

Mr. John Covington, KIA, reported on the follawing items to the Board:

A. The public meeling for the Draft 2013 Intended Use Plan was conducted on July 12,
2012 end the public comment period will close August 3, 2012. To date, only one
comment had bsen recaived. The Plan should be finalized in a week and anticipate
sending out Invitations to the selected projects on the priority list.

B. Mr. Covington has discussad with board members Damon Talley and Ron Lovan the
issues regarding cost based rstes. They are still evaluating the Issue and how fo
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proceed; tharafore It is &tifl under consideration and will be brought up et a later
meeting.

C. The September board meeting may be canceled dus to the fact that staff is closing out
last year's funding cycle and invitations for next year's funding cycle have not been
sent yst. At the time of the meeting thers wera no applications to be considered.

D. Thers have been discussions from Louisvile MSD and Oidham County Environmental
Authority regarding the Orchard Grass Ragional Wastewater Treatment Project.
Louisville MSD Is preparing some information for Oldham County Environmantal
Authority. Oldham County Environmental Authority does not have that Information yet.
Onca they have the Information, the loan for that project will be revisiied.

lil. STATUS REPORT FOR FUNDS A, A2, B, B1, C,F, F2
IV. ANNOUNCEMENTS/NOTIFICATIONS

»  Next acheduled KIA board meeting:
Tentatively schedulad for
Thursday, September 6, 2012
1024 Capital Center Drive, Suite 340
Frankfort, Kentucky

There being no further business Mayor David Cartmell moved to adjourn. Mr. Jerry
Wuefcher seconded and the motion carried unanimously, The August 2, 2012,
regular meeting of the Board of the Kentucky Infrastructure Authorlty was

adfourned
Submitted by:

M Q-1
Sandy Willdms, Secretary Date
Kentucky Infrastructure Authority
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August 7, 2012

Mr. William Thompson, Chairman
East Pendleton County Water District

601 Woodson Road s
Falmouth, KY 41040 R

KENTUCKY INFRASTRUCTURE AUTHORITY s .
INFRASTRUCTURE REVOLVING LOAN FUND ) i
CONDITIONAL COMMITMENT LETTER (812-05)

Dear Mr. Thompsen:

The Kentucky Infrastructure Authority (“the Authority”) commends your efforts to Improve
public service facilities in your community. On August 2, 2012, the Authority approved your
loan for the Water Tank Refurbishment project subject to the condlitions stated below. The
total cost of the project shall not exceed $160,000 of which the Authority loan shall provide
$160,000 of the funding. The final loan amount wili be equal to the Authority’s portion of
estimated project cost applied to the actual project cost. Attachment A incorporated hereln

by reference fully describes the project.

An Asslstance Agreement will be executed between the Authority and the East Pendleton
County Water District upon satisfactory performance of the conditions set forth Inthis letter.
A period of twelve months from the date of this letier (8/7/2013) will be allowed for you to
meet the conditions set forth in this letter and enter into an Assistance Agreement. Aone-
time extenslon of up to six months may be granted for applicants that experience
extenuating circumstances. Funds will be available for disbursement only after execution

of the Assistance Agreement.

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

1.  The Authority project loan shall not exceed $160,000.

2. The loan shail bear interest at the rate of 2.75% per annum commencing
with the first draw of funds.

%,/
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3.

The foan shall be repaid over a period not {o exceed 20 years from the date
the loan is closed.

Interest shall be payable on the amount of actual funds recelved. The first
payment shalil be due on June 1 or December 1 immediately succeeding the
date of the Initlal draw of funds, provided that if such June 1 or Dacember 1
shali be less than three months since the date of the inltial draw of funds,
then the first interest payment date shall be the June 1 or December 1 which
Is at least six months from the date of the Initiai draw of funds. Interest
payments will be due each six months thereafter until the foan is repaid.

Fuil principal payments wili commence on June 1 or December 1
immediately succeeding the date of the last draw of funds, provided that if
such June 1 or December 1 shall be less than three months since the dale of

the last draw of funds, then the first principal payment date shall be the June
1 or December 1 which is at least six months from the date of the [ast draw
of funds. Fuli payments wiil be due each six months thereafter untii the loan

la repaid.

A loan servicing fee of 0.20% of the annual outstanding loan balance shail
be payable to the Authority as a part of each Interest payment.

Loan funds wili be disbursed after execution of the Assistance Agreement as
project costs are incurred.

The final Assistance Agreement must be approved by ordinance or
resoiution, as applicabie, of the city council or appropriate governing board.

The following Is a iist of the standard conditions to be satisfied prior to execution of the
Assistance Agreement or Incorporated In the Asslstance Agreement. Any required
documentation must be submitted to the party designated.

1.

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

Appilcant must provide certification from their legal counsel stating that they
have prepared construction specifications In accordance with all applicable
state or federal wage rate laws, and that the procurement procedures,
Including those for construction, land, equipment and professional services
that are a part of the project, are in compilance with appiicable federal, state
and local procurement laws.
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10.

Documentation of final funding commitments from all parties other than the
Authority as reflected in the Attachment A description shall be provided prior
to preparation of the Assistance Agreement and disbursement of the loan
monies. Rejections of any anticipated project funding or any new sources of
funding not reflected in Attachment A shall be Immediately reported and may
cause this foan to be subject to further considaration.

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

Based on the final “as bid* project budget, the community must provide
salisfactory proof, based on then existing conditions, that the revenue
projections in the attached descriptions are stlll obtainable and that the
projections of operating expenses have not materialty changed. The "as bid®
project budget shail be reviewsd and approved by your consultant englneer

Any required adjustment in utility service rates shall be adopted by
ordinance, municipal order or resolution by the appropriate governing body of
the Borrower. Public hearings as required by law shall be heid prior to the
adoption of the service rate ordinance, order, or resolution. Any required
approvals by the Kentucky Public Service Commission shall be obtained.

All easements or purchases of land shall be completed prior to
commencement of construction. Cerification of all land or easement
acquisitions shail be provided to the Authority.

The loan must undergo review by the Capital Projects and Bond Oversight
Committee of the Kentucky Legislature prior to the state’s execution of the
Assistance Agreement. The committee meets monthly on the third Tuesday.
At this time we know of no further submission required for their review;
however, they may request Information as needed.

Documentation of Clearinghouse Endorsement and Clearinghouse
Comments.

The Borrower must complete and retum to the Authority the attached
*Authorization For Electronic Deposit of Vendor Payment® Form.
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11,  Impiement the Kentucky Uniform System of Accounting (KUSoA), or an
altemnative approved by the Authority and assure that rates and charges for
sarvices are based upon the cost of providing such servica.

12.  FInal Design Plans In an AutoCAD Drawing File Format (DWG), referenced
to the appropriate (North, South or Single) Kentucky State Plane Coordinata
System (NAD83-Survey Feet) on a Compact Disc {CD). If there is a
significant deviation from the Final Design Pian during construction, As-buiit
plans shall also be provided to the Authority in the 8ame format.

Any special conditions listed below and/or stated in Attachment A must be resolved.

Please inform the Authority of any changes In your flnancing plan as soon as possible. We
will assist you in a final evaluation of the financing plan when construction bids are
avaiiable. We wish you every succass for this project which will benefit both your
community and the Commonweaith as a whole.

Sincearely,

%mﬁ,,ém@

Sandy Williams
Financial Analyst

Attachments

cc. Wayne Lonaker, Manager, East Pendieton County Water District
Biil Mitcheli, Pendleton County Community Development Office
Dirk Bedarff, Peck, Shaffer & Willlams LLP
State and Local Debt Office, DLG
Bomower Flle - East Pendleton County Water District - B12-05

Please sign and retum a copy of this [etter Indicating your acceptance of this commitment
and its terms.  Also attach the completed "Authorization For Electronic Deposit of Vendor

Payment® Form.

é/%z}fp'/ 3-1Y-A0/ 2
Accepted Date
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East Pendleton County Water District
B12-05



EXECUTIVE SUMMARY Roviewer: Sandy Willlams
KENTUCKY INFRASTRUCTURE AUTHORITY Date August 2,2012
FUND B, INFRASTRUCTURE KIA Loan Number: B12-08
REVOLVING LOAN FUND WRIS Number wXx21191002
BORROWER: EAST PENDLETON COUNTY WATER DISTRICT

PENDLETON COUNTY
BRIEF DESCRIPTION:

This project is for painting the Inside and outside of a 150,000 galion water towsr lank with epoxy paint. The tank will ba
cleaned and sandblasted with EPA approved inert material and the tank area will be fully contained to ansure thet no dust
escapes the project area. The project will not require any engineering or ground preparation and will be fuily EPA and OSHA

compilant,

PROJECT FINANCING: | PROJECT BUDGET I |
Fund B Loan 180,000 |Consinucion 180.000
| TOTAL 3 160,000 |TOTAL _ 5 180,000
REPAYMENT ) Est. Annual
Rate 2.75% Payment ] 10,774
Term 20 vears 15t Paymant 8 Mo. after first draw
PROFESSIONAL SERVICES IEngIneer None
Bond Counsel Pack, Shafler, & Willlams
[PROJEGT SCHEDULE |
. Bid Opening: September 2012
Consiruction Start: October 2012
Construction Stop: December 2012
DEBT PER CUSTOMER [Exusting: 3 724
| —_— Proposed: $ 773
OTHER DEBT [See Aftached
"OTHER STATE-FUNDED
| PROJECTS LAST & YRS Sae Attached
RESIDENTIAL RATES ] Usenn 2va, Bl
Cumrent 20490 & 3r.28 {for 4,000 gatians)
- Additional o_3 37.28 (for 4.000 gations)
| REGIONAL COORDINATION | This project is consistent with regional planning recommandations.
CASHFLOW Cash Available for INncome aftsr Debt
Debt Service Debt Sarvice Service Coverage Ratlo
Audited 2008 196,589 156,084 40,608 1.3
Auditad 2000 168,002 140,808 43,304 13
Audited 2010 169,748 148,115 23.51) 1.2
Audited 2011 00,729 153,868 {83.129) 0.6
Projeciad 2012 8513 128924 (432.784) 0.7
Profected 2013 14,680 139,511 4178 1.0
Projacted 2014 155,968 141,670 15318 1.1
Projected 2015 140,357 139,662 693 10




Reviewer: Sandy Willlams

Date: August 2, 2012
Loan Number: B12-05

KENTUCKY INFRASTRUCTURE AUTHORITY
INFRASTRUCTURE REVOLVING LOAN FUND (FUND "B%)
EAST PENDLETON WATER DISTRICT, PENDLETON COUNTY

PROJECT REVIEW

WX21181002

.. PROJECT DESCRIPTION

The East Pendlelon Water District Is requesting a Fund "B* loan In the amount of
$160,000 for the Water Tank Refurbishment Project. This prolect is for painting the
inside and outside of a 150,000 gallon water tower tank with epoxy paint. The tank wilt
be dleaned and sandblasted with EPA approved inert materiat and the tank area wifl be
fully contalned to ensure that no dust escapes the profect area. The project will not
require any engineering or ground preparation and will be fully EPA and OSHA

compllant.

The District serves approximately 2,000 customers and its activities are subject to PSC
jurisdiction. The District purchasas substantially all of its water from the Falmouth Water

Department.

I. PROJECT BYDGET

Construction
Total

1. PROJECT FUNDING

Fund B Loan
Total

IV. KIA DEBY SERVICE

Construction Loan

Interest Rate

Loan Term (Years)

Estimated Annuat Debt Service
Administrative Fee (0.20%)

Total Estimated Annual Debt Service

Amount %
$ 160,000 100%
$ 160,000 100%
Amount %
$ 160,000 100%
$ 160,000 100%
$ 160,000
2.75%
20
$ 10,454
$ 320
$ 10,774



V. PROJECT SCHEDULE

Bid Opening September 2012
Construction Start  October 2012
Construction Stop  December 2012

VI. RATE STRUCTURE

A. Customers

Customers Current

Residential 2,039

Commercial 9
Industriz! 1

Tolal 2,049

B. Rates

Current
Date of Last Rate Increase 03/15/04
Minimum (1,000 galions) $17.75
Next 99,000 Gallons 8.51
Over 100,000 Gailons 6.55
Cost for 4,000 galions $37.28
Affordabllity Index (Rate/MHI) 1.0%
Vil. DEM )

Based on current Census data from the American Community Survey 5-Year Estimate
2008-2010, the County’s population was 14,894 with a Median Household Income
{MHI) of $44,670. The median household Income for the Commonwealth is $41,578.
The project wili qualify for a 2.75% Interest rate,

Vill. EINANCIAL ANALYSIS (See Exhiblt 1}

Financial Information for the District was oblained from the audited financlal statements
for the years ended December 31, 2008 through 2011.

HISTORICAL

Revenues declined 5% from $929,102 In 2008 to $885,834 in 2011. Revenues
increased sequentially in 2009 and 2010 dueto customer growth. Revenues declinedin
2011 due to a wetter than nomma! summer and a reduction of about $25,000 in
purchases from a local mine and a dairy. The warmer winter resulted in conditions that
made It easler for the mine to source more water from the Ohio River. Operating



expenses Increased 12% from $534,358 to $598,360. Purchase water cost declined
with voluma decreasing from $230,879 to $207,352. The purchase cost was $1.98 per
thousand gallons each year. Operating expenses increased 12% from $534,356 to
$508,360. Cash flow availabie for debt service declined from about $200,000in each of
2008 and 2009 to $90,729 In 2011. The debt coverage ratio declined from 1.3 In2008 to
0.8 {-$63,139) in 2011 with debt service costs being constant each year at about
$150,000. A bond issue was retired during 2011 which wili reduce deb! service costs by

$25,000 in 2012.

Al the end of 2011 the current ratio was 1.4 and the deb! to equity ratio was 0.5.
Unrestricted cash was equal to about two months of expenses. The District’'s bond
resolution requires the maintenance of a depreclation fund and a sinking fund. The
sinking fund requirement includes maintenance of two months of anticipated operating
expenses in the restricted account In addition to upcoming debt service amounts.
Approximately 10% of total assets are restricted for debt service and depreciation.

PROJECTIONS

Projections are based on the following assumptions:

1) Revenues from growth {from existing capacity) willincrease 1% per year. Also, in
2012, revenues will also recover some of the weather related volume loss that
occurred in 2011.

2) Operating expenses will increase 3% per year,

3) Cash flow after debt service In 2012 is estimated to have a shortfall of about
$44,000 based on the above two assumptions. If volume does not improve
significantly, the District will need fo request a rate increase lo refum to a
positive cash flow. The estimated shortfail {s $75,000 in 2013 and an additional
$30,000 In 2014. The projaction assumes this shortfall will ba remedied before
repayment of the proposed loan begins in 2013,

4) The District will automalically increase rates for any Increase in water purchase
cost which Is currently $1.98 per thousand galions.

5) Areplacement reserve of $400 will be funded annually for ten years.

8) The new debt service is estimated gt $10,774 annually.

7) Debt servica caveraga Is 1.0 In 2013 when prindpal and interest repayments

begin.

Based on the proforma assumptions, the utllity shows adequate cash flow to repay the
KIA Fund B foan.

REPLACEMENT RESERVE

The annual replacement cost Is $400. This amount should be added to the replacement
account each December 1 until the balance reaches $4,000 and maintained for the life

of the ioan.



IX. DEBT OBLIGATION

QOutstanding Maturity
Serles 1998 Revenue Refunding Bonds $ 695000 2025
KIA {C97-01) 80,000 2017
Serles 2002 Rural Development Bonds 430,000 2042
Series 2007 Rural Development Bonds 183,500 2042
Series 2007 Rural Development Bonds ' 904100 2044
Total $ 1,482,600
X. 0 FU GIN
Funding
Prolect Title Source Amount__ Type
Water HBE08 163,130 Grant
Waterline Expansion CDBG 349,731 Grant
Xl. CONTACTS
Appllcant

Name East Pendleton County Water District
Address 601 Woodson Road
Falmouth, KY 41040
County  Pendleton
Contact  Wayne Lonaker
Phone (859) 654-2100
Email wayne@epwd.net

Applicant Contact
Pendleton County Community Development

Name Office
Address P.O.Box 1M1
Falmouth, KY

Contact  Bill Mitchell
Phone {859) 854-4567
Email bill. mitchell@nkadd.org

X!l RECOMMENDATIONS

KIA staff recommends approval of the loan with the standard conditions.




EAST PENDLETON COUNTY WATER DISTRICT

BALANCE SHEETS (DECEMBER YEAR END)

ASSETS
Current Assets
Cash
Accounts Recelvable
Inveniory
Other Recaivables

Total Current Assets

Restricted Assefs
Cash

Construction
Cortificates of Deposil
Accnmd interstt

Total Restricted Assets

Uity Piant
Land, System, Buliding and Equipment
Corstrucion In Progress
Totad
Leas Accumulated Depracialon { )

Net Fixed Assetn

Other Assety
Bond lssue Costs

Total Other Assely
Total Assets

UABILIMES
Current Liabilitles
Accounts Payabie
Taxes Paysbie
Cuztomer Depoaits
Acorved intorest
C.P. Longt Term Dett

Total Current Liabiiitlen

Long Term Lisbiiities
Long Term debt
Proposed KIA Loan

Tots! Long Tarm Liabifities
Total Lisbilities

Retained Eamnings:

invesied in Capital Assets Net of Related Debt
Restricted For Debt Service
Restricied For Depreciation

Unragtricted

Total Retained Esrnings
Total Liabitien and Equities

Dalance Shest Analyais

Current Ratio

Debt to Equity

Days Sales in Actounts Receivable

TROR012 10-27 AM, Balancs Shest

Upon
Audited Audited Audited Auditsed  Completion

008 2008 2010 sl 012
202,530 187,248 179,897 128,070 8d2m9
85,344 722 2912 82,180 £8,600
10,819 13,008 15468 15,728 18,000
o 0 9.750 [ 0
265,803 253,185 288,047 205,978 168,870
257,808 282702 243,804 230226 238225
205,484 270,035 252,948 219,008 298,008
235,309 219,529 243,849 247340 247,340
o7 0 0 0 0
899,258 702,268 j42,783 702582 702,682
5880508  O176,MT  B5.651,887 6,718,088  &.678088
200,598 16,597 0 0 0
B.156402  B.193.J14  6.051.887  6,718088  ©.975.008
(2,327,562) (2501.510) (2877.323) (2846,784) {3,022184)
3830820 9,001,704 3074544 3,860,302 3,651,002
51,038 48811 45,200 41,961 2020
61,930 rT Y]] 45258 41,961 30,608
4807,707  AT58788 8030880 4819821  4.783.000
38,459 3,30 30,202 29,310 20,310
1012 4,471 4827 3,348 248
25310 24 855 20,218 20,7113 30,718
22,329 22,361 22471 20,723 20723
71,500 T72.500 74800 £8,400 51,100
155,200 165318 161,353 742,453 145,103
1,837,000 1,583,500 1482000 1424200  1.383,100
0 0 0 0 100,000
1.037.000 1583800 1,482.600 1,424,200 1,623,100
3,708, 371881 1.643.958 SiA.60] 1,668,260
2422320 2055704 2417044 2308702 2280702
280,808 274,631 260,208 250,900 230,228
213,188 N8174 220,811 221,874 247,349
465,407 490,829 40,74 362,854 M240
3071601 3008048 JA08.708 3253130 3095708
4887707 4755768  GDS0660 4819823 4783500
18 18 18 14 1.2
o8 o8 05 08 05
257 276 13 258 278

K2 Loan TearmiFund & Losns B Grants\Projecti\Esst Pendieton Water District (B12-05AE e Summary, East Perxtiston County Weler Diurrict (B12.-0%) sls
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