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LOAN AGREEMENT

THIS LOAN AGREEMENT, made and entered into as ofthe 2"** day ofDecember, 2015,
by and between the Henderson County Water District (the "Issuer"), apolitical subdivision ofthe
Commonwealth ofKentucky, organized andexisting pursuant tothelaws of theCommonwealth of
Kentucky, and Old National Bank, Evansville, Indiana (the "Bank"),

WITNESSETH:

WHEREAS, the Issuer is a water district organized under Chapter 74 of the Kentucky
Revised Statutes (the "Act"); and

WHEREAS, the waterworks system (the "System") ofthe Issuer is owned and operated by
said Issuer pursuant to the Act; and

WHEREAS, itisthe desire and intent ofthe Issuer atthis time toauthoiize and provide for
the issuance ofrevenue obligations in the principal amount of$350,000 (the "Notes"), for the
purpose offinancing the cost (not otherwise provided) ofthe acquisition and installation ofnew
radio read meters (the Project") for the System ofthe Issuer and to prescribe the covenants ofdie
Issuer, the rights ofBank and the details ofthe issuance ofthe proposed Notes, and

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

WHEREAS, all ofthe Prior Obligations presently outstanding are current as to payment of
bothpimcipal and interest, and for the security ofwhich acertain SinkingFund and certain reserves
are being maintained in the manner and by the means prescribed in the Prior Obhgation
Documentation (as hereinafter defined) ofthe Issuer authorizing the Prior Obligations, and

' WHEREAS, the Issuerhas obtained aCertificateofPublic Convenience and Necessity from
the Kentucky Public Service Commission authorizing the acquisition ofthe Project and an Order
approving the issuance ofthe Notes; and

WHEREAS, the Notes shall be secured by a pledge of the revenues derived from the
operation ofthe System, subject to the rights and priorities ofthe holders of the outstanding Prior
Obligations; and

WHEREAS, the issuance of the Notes herein authorized and the execution of this Loan
Agreement have been authorized and directed by a Resolution adopted by the Board of
Commissioners ofthe Issuer at ameeting duly called and held for that purpose;

NOW, THEREFORE, THIS LOAN AGREEMENT, WITNESSETH:
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ARTICLE 1. DEFINITIONS

Section 101. Dennitions. As used in this Loan Agreement, unless the context requires
otherwise, the following terms shall have the following respective meanings:

refers to Chapter 74 of the Kentucky Revised Statutes, as amended.

"Assistance Agreement" refers to the Assistance Agreement by and between the Kentucky
Rural Water Finance Corporation and the Issuer, dated April 11, 2006 whereunder the KRWFC
Loan was issued.

"Bank"refers to Old National Bank, Evansville,Indiana, which has agreed to purchase the
Notes.

"Bond Counsel" refers to Rubin & Hays, Louisville, Kentucky, or any other nationally
recognized individual or firm in the field of municipal bond law.

"BondResolution of20IS "or "2013 BondResolution " refers to the Resolutions ofthe Issuer
authorizing the Bonds of 2013.

"Bonds of2013" or "Series 2013Bonds" collectivelyrefers to the $1,995,000 ofHenderson
CountyWaterDistrictWaterworks RevenueBonds,Series2013 and2013A,datedFebmary7,2014
authorized by the 2013 Bond Resolution.

"Code" refers to the Internal Revenue Code of 1986, as amended, and the applicable
regulations thereunder.

"Commission" or "Board ofCommissioners" rtiois to the Board of Commissioners of the
Issuer.

"Costs ofthe Project" means and includes the following:

(a) filing and recording fees and incidental expenses, if any;

(b) the costs of acquiring the Project;

(c) the cost ofpublishing any proceedings, if any, as may be required by law;

(d) the fee and out-of-pocket expenses of Bond Counsel; and

(e) all other costs and expenses, necessary to be incurred in connection with the
acquisition and installation of the Project.
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"Date ofDelivery" x&fQis to December 2,2015.

"Debt Service Coverage Ratio" shall mean tiie ratio, as determined in accordance with
generally accepted accounting principles, ofthe Issuer's increase in net assets (consisting ofinterest
plus depreciation and amortization, plus unrealized investment loss or gain), to the sum of all
principal and interest payments due during a consecutive 12 month period on (i) the Prior
Obligations; (ii) the Notes; and (iii) any other indebtedness of the Issuer.

"Determination ofTaxability" refers to the occurrence ofa determination that the interest on
the Notes is subject to federal income taxation as a result of an Event of Taxability, which
determination shall be deemed to have been made on the date on which the Issuer shall receive
written notice from a Noteowner or former Noteowner that the Internal Revenue Service has issued
a statutory notice ofdeficiency or similar notice which claims in effect that the interest on the Notes
is includable in the gross income of the Noteowner or former Noteowner thereof due to the
occurrence of anEvent ofTaxability;provided, however, thatno DeterminationofTaxability shall
be deemed to have occurred unless and until the Issuer has been afforded the opportunity, at its
election andexpenseas hereinafterprovided, toparticipate fully in a contest of suchclaimandsuch
contest, if made, has been abandoned by theIssuer orhasbeen finally determined adversely to the
Issuer byacourtof competentjtmsdictionfrom whichno further appeal exists. TheIssuer shall not
have theright toparticipate in anycontest ofsuchclaim unless (i)within onehundred twenty (120)
days after receipt of notice of such claim from the Noteowner or former Noteowner, the Issuer
makes a written request to the Noteowner or former Noteowner involved in such claim that such
claim becontested andfurnishes awrittenopinion ofBondCounsel, satisfactory to suchNoteowner
or former Noteowner as to the identity of such counsel andthe substance of the opinion rendered,
to the effect that a reasonable basis exists for contesting such claim; and (ii) the Issuer agrees in
writing topay on demandall costs andexpenses (including attorney's fees)whichsuchNoteowner
or former Noteowner may incur in contesting suchclaim.

"Event of Taxability" refers to the occurrence of circumstances because of which a
Determination of Taxability shall have been found to have occurred, or which shall constitute a
Determination of Taxability, and which results in die interest payable on the Notes becoming
includable in the gross income for federal income taxpurposes of any Noteowner (other than a
Noteowner who is a "substantial user" oftheProject ora "related person" as those terms are used
inSection 147(a) ofthe Code), suchoccurrenceofcircumstancesrelating toaspecific point intime.

'7/iS"refers to the Internal Revenue Service oftheTreasury Department oftheUnited States
ofAmerica.

"InterestRate"for the puipose of theNotesshallmeana fixedrate ofinterestequalto 3.25%
per annum.

"KR WFCLoan"refer to the KentuckyRural WaterFinance Corporation loan to the Issuer
in theoriginal principal amount of $4,692,000, dated April 11, 2006.



"NotePayment Date^^ refers to any of the dates designated by this Loan Agreement for
payment of principal of and/or intereston the Notes, andunless otherwise provided by thisLoan
Agreement, Note Payment Date refers to the 2"^ day of eachmonthcommencing January 2, 2016,
imtil theNotes are paid (or provision made therefor) in accordance with this Loan Agreement.

"Notes"refers to the HendersonCountyWaterDistrictWaterworksRevenueNotes,Series
2015.

"Prior Obligation Documentation "collectivelyrefers to the 2013 Bond Resolution andthe
Assistance Agreement.

"Prior Obligations" collectively refers to the Series 2013 Bonds and the KRWFC Loan.

"Project" refers to the acquisition and installation of new radio read water meters and
appurtenances, as described in Exhibit A attached hereto.

"Regulations" refers to the applicable Federal income tax regulations issued by the
Department ofTreasury of theUnited States ofAmerica interpreting theCode.

"U. S. Obligations" means bonds or notes which are the directobligations of theUnited
States ofAmerica, orobligations the principal ofand interest onwhich are guaranteed by the United
States ofAmerica.

Section 102. WordsofMasculine Gender; Plural asWell as SingularForm. Words of
the masculine gender shall be deemed and construed to include correlative words of the feminine
andneuter genders. Unless the context shallotherwise indicate, words and terms herein dejEined
shall beequally applicable to the plural aswell as to die singular form of any of such words and
terms. Allwords andterms usedinthisLoanAgreement have themeaning setfoilh therein. Unless
otherwise indicated, references toArticles orSections refer tothose in this Loan Agreement.



ARTICLE 2. AUTHORIZATION OF NOTES; REDEMPTION

Section 201. Authorization ofNotes. Forthepurpose ofdefraying theCosts oftheProject
under the Act, the Issuer is authorized to issue and sell its negotiable Notes, dated the Date of
Delivery, in theprincipal amount of Three Hundred Fifty Thousand Dollars ($350,000) issued as
fully registerednotes in any denomination thereof.

Section 202. Payments on the Notes. The Notes shall bear interest at the Interest Rate on
the aggregate impaid balance ofadvances made bytheBankunder theNotes, payable oneach Note
Payment Date, such payments to be in one himdred nineteen (119) equal monthly principal and
interest installments of$3,427.97, beginning January 2,2016 and continuing through and including
November 2, 2025, whichare to be first applied to interest due on the Notes and the remainder to
the outstanding unpaid principal, with the entire balance ofprincipal and interest then due being
payable on December 2, 2025.

Advancesmay be made by the Bank to the Issuer for benefit ofthe Issuer fi:om time to time
under the Notes, provided, however, all advances on the Notes shall be made on orbefore January
1,2016. Upon the disbursement ofeach such advance, the Bank shall record as part ofits normal
operations the making and amount of each such advance and repayment ofamounts ofprincipal
made on the Notes. The aggregate amount ofaU advances made bythe Bank, less the amounts of
payment ofprincipal made bythe Issuer, shall bethe principal amount outstanding under the Notes.
The Bank's computer records shall be prima facie evidence of the unpaid amount ofprincipal
outstanding under the Notes.

The advances and other extensions ofcredit to or for the benefit ofthe Issuer shall constitute
one obligation of Issuer, and shall be secured bythe lien of this Loan Agreement.

The Bank will accoimt tothe Issuer monthly, until the total amoimt ofprincipal under the
Note has been advanced with astatement ofthe principal amount outstanding onthe Notes and such
other charges and payments made pursuant to this Loan Agreement and the Notes, and such
accounting rendered by the Bank shall be deemed final, binding,, conclusive and prima facie
evidence upon the Issuer, absent mamfest error, unless the Bank is notified by the Issuer in writing
to the contrary within thirty (30) days of the date each accounting is mailed to the Issuer. Such
notice shall be deemed anobjection to those items specifically objected to inthe notice.

The Bank shall have the right to cease making advances under the Notes to the Issuer upon
or after any Event ofDefault described in Section 505 hereof.

Section 203. Place ofPayment. Interest oneach Note shall bepayable bycheck ordraft
mailed to the registered owner thereof at the address shown on the registration books k^t by the
Issuer as registrar. The principal of the Notes shall be payable, without exchange orcollection
charges, inlawful money ofthe United States ofAmerica upon their presentation and surrender as
they respectively become due and payable, whether at maturity orby prior redemption, at the main
office of the Bank.
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Section 204. Maturity. The final maturity ofthe Notes shall beDecember 2, 2025.

Section 205. Redemption. The Notes may be redeemed by the Issuer, at any time, prior
tomaturity, inwhole or in part, without prqrayment penalty.

Inaddition, the Notes are subject to mandatory redemption inwhole, atany time, within one
himdred eighty (180) days after the oceurrence ofaDetermination ofTaxability, at aredemption
price ofone hundred percent (100%) ofthe aggregate principal amount ofNotes outstanding plus
accrued interest to the redemption date; provided however, that by the mutual agreement ofthe
Issuer and the Bank, inlieu ofthe mandatory redemption ofthe Notes the Interest Rate on the Notes
would be subject to adjustment, by adjusting the addedpercentage to the InterestRate, such that the
Bank shall receive the same tax equivalent yield on the Notes as it was receiving prior to the
Determination of Taxability.

Section 206. Security for Notes. The Notes are issued pursuant to the provisions of
Sections 74.280 through 74.310 ofthe Kentucky Revised Statutes and are not anindebtedness of
the Issuer within the meamng ofthe Kentucky Constitution. The Notes are payable solely fi'om and
are secured by apledge ofthe gross revenues ofthe System, after providing for all ofthe principal
and interest requirements of the outstanding Prior ObHgations and the conditions of the Prior
Obligation Documentation.



ARTICLE 3. NOTE FORM

Section301. Note Form. The Notesshallbe in substantially the respectiveforms set forth
in Exhibit B attached hereto.

Section 302. Execution of the Notes. The Notes shall be executed on behalfof the Issuer
by themanual or facsimile signature of the Chairman of the Issuer, with the Corporate Seal of the
Issuer affixed thereto and attested by the manual or facsimile signature of the Secretary of said
Issuer.

Section 303, Notes Shall Be Fully Registered. The Notes shallbe fully registered and
transferred and assigned in accordance with the written authorized instruction of the registered
owner. TheIssuershall establish andmaintain a hst of the registered owners of theNotes.

Section 304. Registration and Payment, All Notes shall beregistered astobothprincipal
and interest onthebooks oftheIssuer. Notransfer of any Notes shall bevalid unless made onsaid
books atthe request oftheregistered owner inperson orbyhis attorney duly authorized inwriting,
and similarly noted onsuch Note. The person inwhose name aNote is registered upon the books
ofthe Issuer shall be deemed the owner thereof for allpuiposes.
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ARTICLE 4. SALE OF THE NOTES; DISPOSITION OF PROCEEDS;
LIMITATIONS ON INVESTMENTS

Section 401. Conditions ofSale ofNotes. Pursuant to Section 74.290 ofthe Kentucky
Revised Statutes, the Issuerhas taken solicitations from responsible lenders and has determined that
the terms and conditions offered by theBank arein thebestinterests of the Issuer.

Section 402. Disposition ofProceeds ofSale ofNotes. Upon the issuance and delivery of
the Notes, the proceeds ofthe Notes shall be drawn and paid out to the Issuer or its designee upon
receipt ofaproperly executed form or certificate required by the Bank and signed by an authorized
representative of the Issuer.

Section 403. Arbitrage Limitation. The Issuer covenants that sums derived from the
proceeds ofthe Notes shall not be invested in investments which will produce anet adjusted yield
which isinexcess ofthe yield ofthe Notes ifsuch investment would cause such Notes to be treated
as "arbitrage bonds" within the meaning ofSection 148 ofthe Code and the applicable Regulations
thereunder, provided, however, that suchproceeds maybe invested to whateverextent and whenever
such Code and/or applicable Regulations permit same to be invested without causing the Notes to
be treatedas "arbitragebonds."

The Issuer fiirther covenantsto the noteowners that:

(1) the Issuer will make no use ofthe proceeds ofthe Notes, if such use had been
reasonably expected on the date ofissuance ofsuch Notes, would have caused such Notes
to be "arbitrage bonds", and

(2) that the Issuerwillcomply with:

(i) all ofthe requirements ofSection 148 ofthe Code; and

(ii) all of the requirements of the applicable Regulations thereunder, to
whatever extent is necessary to assure that theNotes shall not be treated as "arbitrage
bonds".

On the basis ofknown facts, circumstances and reasonable expectations in existence on the
date of approval of thisLoanAgreement, theIssuer certifies as follows:

(1) that it is notexpected that the proceeds of the Notes will beused ina manner
which would cause such Notes to be "arbitrage bonds";

(2) that it is anticipated that, amounts on deposit in any sinking fund will be used
within thirteen (13) months from the date ofdeposit for the payment ofdebt service on the
Notes, and that, except for an amount equal to not more than the greater of(i) one-twelfth
(1/12) ofdebt service requirements ofthe Notes for the then ensuing year or (ii) one year's
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earnings on the sinking fund, such sinking fund will be depleted through such application
for current debt service requirements ofthe Notes;

(3) that the original proceeds ofthe Notes will not exceed by more than 5%, the
amount required for the'acquisition of the Project, and that there has therefore been no
overissuance of the Notes; and

(4) that the Issuer has not been advised ofany listing or contemplated listing by the
IRS determimng that suchcertificationwith reject to its obligations maynot be relied upon.

Prior to oratthe time ofdeUveiy ofthe Notes, the Chairman and/or Officer ofthe Issuer are
authorized to execute the appropriate certification with reference to the matters referred to above,
setting out all known and contemplated facts concerning such anticipated acquisition, construction,
expenditures and investments, including the execution ofnecessary and/or desirable certifications
ofthe type contemplated by the Regulations, in order to assure that interest on the Notes will be
excludable fi:om gross income for Federal income taxpmposes and that the Notes will notbe treated
as "arbitrage bonds".



ARTICLES. GENERAL COVENANTS

Section 501. Covenants ofthe Issuer. The Issuer further covenants and agrees with the
Bank to maintain the Project in good condition, and also to pay the maintenance costs thereof, and
all other costs thereof, including the cost ofmsurance, as hereinbefore provided.

Section 502. CovenantRegarding Application ofRevenues. The Issuer covenants for
itself, its successors and assigns, to use, or cause to be used, its revenues received from any source,
for the following purposes and inthe following order:

(a) To pay or cause to be paid any and all interest, principal and other
requirements ofthe Prior Obligations and Prior Obligation Documentation.

(b) To pay orcause to bepaid to the Bank the amounts prescribed herein for the
payment of interestandprincipal requirements of theNotes.

(c) To pay, or cause to bepaid, any expenses of operation, maintenance and
repairs, msurance, assessments, apportionment warrants, taxes, if any, and other charges,
against the System.

Section 503, Rate Covenant; Debt Service Coverage Ratio. The Issuer shall operate the
System ona revenue producing basis and charge such fees and rates for itsservices and exercise
such skill and diligence as to provide income from the Issuer together with other available funds
sufficient to pay promptly all debt service payments, all expenses ofoperation, maintenance and
repair ofthe System, enable the Issuer to have at any time aDebt Service Coverage Ratio not less
than 100% beginning with the fiscal year commencing with the full fiscal year following the
completion ofthe Project and provide all other payments required to be made by ithereunder to the
extent permitted by law. Inaddition, the Issuer shall, from time to time as often as necessary and
to the extent permitted by law, revise its rates, fees and charges in such manner as may be necessary
or proper to comply with the provisions of this Section.

Ifthe Debt Service CoverageRatio is less than 100% uponacalculation thereofcommencing
with the full fiscal year following the completion of the Project, then the Issuer shall (i) retain a
Certified Public Accountant to make recommendations with respect to the rates, fees and charges
ofthe Systemand the Issuer's methods ofoperationand other factors affecting its financial condition
morder to increase the Debt Service Coverage Ratio to atleast 100%, and (ii) lake any and all action
necessary to implement the recommendations ofthe Certified Public Accountant, including filing
the appropriate application with the Kentucky Public Service Commission for amodification ofthe
Issuer's rates and charges.

So long as the Issuer comphes with the Certified Pubhc Accountant's reasonable
recommendations (to the extent that suchrecommendations are approved by the Bank so long as any
ofthe Notes are held by the Bank) to the extent not prohibited by law, then no default shall be
declared with respect to this Section, provided all required Note payments are being timely made.

10
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f.., ^^^""504. Covenant as to Insurance and Audits. The Issuer agrees that solong as anyof the Notes are outstanding it will cause the following covenants to be complied with:

(a) Insurance. It will keep the System insured against loss or damage by fire
.wmdstorm tornado, or other casualties to an extent at least equal to the insurable value
thereof and such other forms ofinsurance shall be carried in such amounts as are ordinarily
earned forproperty oflike characterinaresponsible insurance company or companies. Any
amouiit collected under said policies for any loss covered or damage done shall first be
applied to the replacement or restorationofany building orbuildings damaged or destroyedand any surplus then remaining after such replacement or restoration shall be paid into the
Issuer s general fund.

(b) Audits. It will, as soon as may be feasible after the close ofeach fiscal year, in
my event, not later than 120 days thereafter, cause an audit ofthe financial affairs ofthe
Issuer to bemade by a Certified Public Accountant,

It will properly mail or cause to be mailed, to the original purchaser ofthe Notes, acopy of
such audit report and will cause acopy ofsuch audit report to be kept on file witli the Bank,

Section 505. Default; Remedies. The following shall be considered an "Event ofDefault"
underthis Loan Agreement:

(1) Issuer shall fail for any reason to make the required payments to the Bank
or shall fail to make an annual appropriation for the payment ofthe Notes in the Issuer's
annual budget, or

(2) shall be any default in the payment ofthe principal ofor the interest on
the Notes, when due, or

(3) the Issuershall fail or refuse to comply with theprovisions ofthe Act, or shall
default mthe performance or observance of any other of the covenants, agreements or
conditions on its part contained in this Loan Agreement, any authorizing resolution of the
Issuer, or the Notes, and such failure, refiisal or default shall continue for aperiod offorty-
five (45) days after written notice thereofby the Bank, or

(4) the Issuer shall in any way fail to meet the obligations imposed upon it
hereunder.

.Up°^theoccurrenceofanyEventofDefaultunderthisSection505theBankshall bynoticemwriting dehvered to the Issuer, declare the principal ofall Notes and all interest accmed thereon
to be accelerated. Such notice shall declare such principal and interest to be accelerated and
munediately due andpayable. Upon any accelerationhereunder, theBank shall immediately declare
the payments required to be made by the Issuer under the Notes to be immediately due and payable.

II



Anynotice mailed in suchmannershallbe conclusively presumed to havebeen given, whether or
not the Issuer receives the notice.

TheBankmayenforce andcompel theperformance ofalldutiesandobligations oftheIssuer
setforth herein. Upon the occurrence of anEvent of Default, thenuponthe filing of a suitby the
Bank, anycourthaving jurisdictionof the action mayappoint a receiverto administer saidSystem
onbehalfof the Issuerwithpowerto charge andcollect ratessufficient to providefor thepayment
ofoperating andmaintenanceexpensesandfor thepaymentofprincipalofandinterestontheNotes
andthePriorObhgationsand to provide andapplytheincomeandrevenues in conformity wifii this
LoanAgreement and with the laws of the Commonwealth of Kentucky.

TheIssuerherebyagrees to transfer to anybonafidereceiver or othersubsequent operator
of the System, pursuant to any valid courtorderin a proceeding brought to enforce collection or
payment of the Issuer's obligations, all contracts and other rights of the Issuer pertaining to the
System, conditionally, for suchtime onlyas suchreceiver or operator shalloperate by authority of
thecourt. Upon the occurrence of an Eventof Default, the Bankmay requirethe governing body
of the Issuer by appropriate order to raise the rates a reasonable amount consistent with the
requirements of this Loan Agreement.

Section 506. Parity Indebtedness. The Issuer reserves the right to issue future parity
indebtedness provided the requirements set forth in Section 10 of the Assistance Agreement are
complied with.

12



ARTICLE 6. MISCELLANEOUS PROVISIONS

Section 601. Signatures of Officers. If any ofthe officers or board members whose
signatoes or facsimile signatures appear on any of the Notes cease to be such officers orboard
members before delivery of the Notes, such signatures shall nevertheless be valid for all purposes
the same as ifsaid officers had remained in offiee until delivery, as provided in KRS 61.390.

Section 602. Terms ofNotes and this Loan AgreementMay beRevised Before Issuance.
The Issuer reserves the right, prior to the issuance ofthe Notes, to amend this Loan Agreement as
to the date, amount, maturities, redemption premiums and other provisions ofthe Notes, consistent
with market conditions and other pertinent factors atthe time ofsuch issuance.

Section 603. Covenant ofIssuer to Take All Necessary Action To Assure Compliance
with the Code. In order to assure the Bank that the Notes shall continue to be legal and that interest
thereon will continue to be excludable from gross income for federal income tax purposes and
exempt from aU Kentucky income taxation, the Issuer covenants to and with the Bank to take the
following action:

(a) The Issuer will (1) take all actions necessary to comply with the provisions
of the Code necessary to assure that interest on the Notes will be excludable from gross
income for federal income tax purposes; (2) will take no actions which will violate any of
the provisions ofthe Code; and (3) not use the proceeds ofthe Notes for any purpose which
will cause interest on the Notes to become includable ingross income for federal income tax
purposes.

(b) The Issuer hereby certifies that itdoes not reasonably anticipate that the total
principal amoimt of "qualified tax-exempt obligations" within the meaning of
Section 265(b)(3) ofthe Code which the Issuer, or any subordinate entity ofthe Issuer, will
issue during the calendar year during which the Notes are issued, will exceed $10,000,000;
and therefore the Issuer hereby designates the Notes as "qualified tax-exempt obligations".

(c) The Issuer further certifies that the Notes are not "private activity bonds"
withinthe meaning ofthe Code.

(d) The Issuer covenants and agrees to comply with the rebate requirements on
certain excess earnings imposed by Section 148 ofthe Code, andinthe event itis determined
ythe Issuer, upon the advice ofBond Counsel, that Ihe construction account, or any other

^d established in connection with the Notes, is subject to said rebate requirements and
does in fact generate earnings from "non-purpose investments" in excess ofthe amount
which said investments would have earned at arate equal to the "yield" on the Notes plus
any income attributable to such excess, there shall be established aseparate and special fund
with the Bank, which fimd shall be designated the "Excess Earnings and Rebate Fund",
which shall be utilized for the collection and payment ofany excess generated from invest
ments and the remittance thereof to the United States of America on or before the

13



anniversary of the fifth (5th) year from the date ofthe Notes and once every five (5) years
thereafter until the final retirement ofthe Notes; the last installment, to the extent required,
to be made no later than sixty (60) days following the date on which frmds sufficient for the
complete retirement ofthe Notes are deposited with any escrow agent. The Issuer further
covenants tofile any and allreports, ifany, as may berequired tobefiled with the IRS with
regard to the liability or non-liability ofthe Issuer as to any such rebate requirements and to
maintain records in regard thereto for the period of time required by applicable Treasury
regulations.

Section 604. Severability Clause. Ifany section, paragraph, clause or provision of this
Loan Agreement shall be held invalid, the invalidity ofsuch section, paragraph, clause orprovision
shall not affect any ofthe remainingprovisions ofthis Loan Agreement, which shall continue in full
force and effect.

Section 605. Captions ofClauses. The captions and headings ofthis Loan Agreement are
for convenience only and are not to be construed aspartofthis instrumentnor as defining or limiting
inany way the scope orintent ofthe provisions hereof.

14



IN TESTIMONY WHEREOF, witness the signatures oftheparties hereto as ofthe date first
hereinabove written.

HENDERSON COUNTYWATERDISTRICT

By.
Cnainnan

(Seal ofIssuer)

"Attest:

OLD NATIONAL BANK

resioent

15



EXHIBIT A

Project Description

The Project consists ofthe acquisition ofNeptune T-10 water meters and appurtenances.
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No. 1

EXHIBIT B

(FORM OF NOTE)
UNITED STATES OF AMERICA

COMMONWEALTH OF KENTUCKY
HENDERSON COUNTY WATER DISTRICT

WATERWORKS REVENUE NOTE, SERIES 2015

$350,000

Matunty Date: December 2, 2025 Dated as of: December 2, 2015

KNOW ALL MEN BY THESE PRESENTS:

That the Henderson County Water District (the "Issuer"), a political subdivision of the
Commonwealth ofKentucky, organized and existing pursuant to the laws ofthe Commonwealth of
Kentucky, acknowledges itselfto owe and for value received, hereby promises to pay to the order
of

OLD NATIONAL BANK

the sum of

THREE HUNDRED FIFTY THOUSAND DOLLARS ($350,000)

and to pay principal and interest on said sum or the unpaid balance ofadvances made by the Bank
(hereinafter defined) with interest on the unpaid principal balance at the Interest Rate (hereinafter
defined), such payments to be in one hundred nineteen (119) equal monthly principal and interest
installments of $3,427.97, beginning January 2, 2016 and continuing through and including
November 2, 2025, wMch are tobe first applied to interest due hereon and the remainder to the
outstanding unpaidprincipal, with the entire balance ofprincipal and interest then duebeingpayable
on December 2,2025, the Matunty Date set forth above. Interest shall be calculated on the actual
number ofdays/an assumed 360dayyear.

Payments on this Note are to be paid by check or by draft to the registered owner hereof,
both principal and interest being payable, without deduction for exchange or coUeetion charges, in
lawful money ofthe United States ofAmerica, at Old National Bank (the "Bank").

Advances may be made by the Bank, at the Bank's sole discretion, to the Issuer fi'om time
to time imder this Note. Upon the disbursement ofeach such advance, the Bank shall record as part
ofits normal operations the making and amoimt ofeach such advance and repayment ofamounts
ofprincipal made on this Notes. The aggregate amount ofall advances made by the Bank, less the
amounts ofpaymentofprincipalmadeby the Issuer, shall be theprincipal amount outstanding under

B-1



* ••

1

this Note. The Bank's computer records shaU be prima facie evidence of the unpaid amount of
principal outstanding under this Note.

For the purpose ofthis Note the term "InterestRate"shall mean afixed rate ofinterest equal
to 3.25% per annum.

ThisNote is one ofaseries ofHendersonCountyWaterDistrictWaterworks RevenueNotes,
^ aggregate principal sum ofThree Hundred Fifty Thousand DollarsC3>350,000), oflike tenor and effect (except possibly as to numbering, maturities, interest rates, and

provisions as to prior redemption), and this Note and the issue ofwhich itforms apart, are issued
under and secured by aLoan Agreement (the "Loan Agreement") dated as ofDecember 2, 2015
executed by and between said Issuer and the Bank, executed counterparts ofwhich are on file in the
office of said Bank.

authorized to be issued by the Issuer pursuant to Sections 74.280 through
74.310 ofthe Kentucky Revised Statutes and aduly adopted Resolution (the "Resolution") which
Resolution approved the execution ofthe Loan Agreement, for the purpose ofdefiaying the cost of
acqumng and mstaUmg new radio readmeters (the "Project), pursuant to and infull compliance with
the laws ofthe Commonwealth ofKentucky.

The Notes do not constitute an indebtedness of the Issuer within the meaning of the
Kentucky Constitution and are payable solely fi:om and secured by apledge ofthe revenues ofthe
Issuer's waterworks system (the "System") after providing for the principal, interest and other
requirements of the outstanding Prior Obligations and Prior Obligation Documentation (as such
terms are defined in the Loan Agreement), and are issued without any preference, priority or
distinction whatsoever ofthe lien thereofin favor ofany one or more ofsaid Notes over any one or
more ofthe others. Reference is hereby made to the Loan Agreement and the Resolution for amore
particul^ description ofthe terms and conditions under which the Notes are issued, amore specific
descnption ofthe Project, the revenues charged with and pledged for the payment ofthe Notes, the
mtm-e and extent ofthe security, the rights and duties ofthe Issuer, and the rights ofthe owners of
the Notes with respect to^ such security, and for astatement of the manner, extent, conditions, and
restnchons (a) under which the Loan Agreement may be modified, amended, and supplemented,
(b) under which the hen of the Loan Agreement may be defeased as to these Notes prior to the
matunty or redemption date thereof, and (c) underwhichupon the occurrence ofan event ofdefault
the System may be placed inreceivership.

^ The Notes may be redeemed by the Issuer, at any time, prior to maturity, in whole or in part
without prepayment penalty.

u ^ addition, the Notes are subject to mandatory redemption in whole, at any time, within onehundred eighty (180) days after the occurrence ofaDetermination ofTaxabiHty (as defined in the
Loan Agreement), at aredemption price ofone hundred percent (100%) ofthe aggregate principal
^omt ofNotes outstanding plus accrued interest to the redemption date; provided however, that
by the mutual agreement of the Issuer and the Bank, in heu of the mandatory redemption of the
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Notes the Interest Rate on the Notes would be subject to adjustment, by adjusting the added
percentage to the Interest Rate, such that the Bank shall receive the same tax equivalent yield on the
Notes as itwas receiving prior to the Determination ofTaxability.

t u•^ Notes as to which the Issuer reserves and exercises the right ofredemption and asto which notice as aforesaid shall have been given, and for the retirement ofwhich, upon the terms
atoresaid, funds are duly provided, will cease to bear interest on the redemption date. Notice ofsuch
redemption may be waived with the written consent ofthe owner ofthe Note called for redemption.

It is hereby certified, recited and declared that all acts, conditions and things required to
exist, happen and be performed preeedent to and in the issuance of this Note, do exist, have
appened and have beenperformed indue time, form and manner as required by law, and the Issuer

Agreem^ t N̂otes remain outstanding, shall perform,all duties imposed upon it by the Loan
JN WITNESS WHEREOF, the Henderson County Water Districthas caused this Note to be

executed on its behalf with the duly authorized reproduced manual or facsimile signature of its
Chaiimm and its corporate seal to be hereunto affixed, and attested by its Secretary, and this Note
IS to be datedas of the date set forth above.

HENDERSONCOUNTY WATERDISTRICT

By.
Chairman

Attest:

By.
Secretary

(Seal ofIssuer)
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UNITED STATES OF AMERICA

COMMONWEALTH OF KENTUCKY

HENDERSON COUNTY WATER DISTRICT

WATERWORKS REVENUE NOTE, SERIES 2015

No. 1 $350,000

Maturity Date: December 2,2025 Dated as of: December 2,2015

KNOW ALL MEN BY THESE PRESENTS:

That the Henderson County Water District (the "Issuer"), a political subdivision of the
Commonwealth ofKentucky, organized and existing pursuant to the laws ofthe Commonwealth of
Kentucky, acknowledges itself to owe and for value received, hereby promises to pay to the order
of

OLD NATIONAL BANK

the sum of

THREE HUNDRED FIFTY THOUSAND DOLLARS ($350,000)

and to pay principal and interest on said sum or the unpaid balance of advances made by the Bank
(hereinafter defined) with interest on the unpaid principal balance at the Interest Rate (hereinafter
defined), such payments to be in one hundred nineteen (119) equal monthly principal and interest
installments of $3,427.97, beginning January 2, 2016 and continuing through and including
November 2, 2025, which are to be first applied to interest due hereon and the remainder to the
outstandingunpaidprincipal, with the entirebalanceofprincipal andinterest then duebeingpayable
on December 2,2025, the Maturity Date set forth above. Interest shall be calculated on the actual
number of days/an assumed 360 day year.

Payments on this Note are to be paid by check or by draft; to the registered owner hereof,
both principal and interest being payable, without deduction for exchange or collection charges, in
lawful money of the United States ofAmerica, at Old National Bank (the "Bank").

Advances may be made by the Bank, at the Bank's sole discretion, to the Issuer fi*om time
to time imder this Note. Upon die disbursement ofeach such advance, the Bank shall record as part
of its normal operations the making and amotmt of each such advance and repayment ofamounts
ofprincipal made on this Notes. The aggregate amoimt of all advances made by the Bank, less the
amounts ofpayment ofprincipal made by the Issuer,shallbe theprincipal amountoutstandingunder
this Note. The Bank's computer records shall be prima facie evidence of the unpaid amount of
principal outstanding under this Note.



• v.

For thepurpose ofthis Note the term "InterestRate" shallmean a fixed rate ofinterestequal
to 3.25% per annum.

ThisNoteisoneof aseriesofHenderson CountyWaterDistrictWaterworks RevenueNotes,
Series2015 (the "Notes") in the aggregateprincipal sum of Three HrmdredFifty ThousandDollars
($350,000), of like tenorandeffect(except possibly as tonumbering, maturities, interest rates, and
provisions as to prior redemption), and this Note and the issue of which it forms a part, are issued
under and secm"ed by a Loan Agreement (the "Loan Agreement") dated as of December 2, 2015
executedby andbetween said Issuer and the Bank, executedcounterparts ofwhich are on file in the
office of said Bank.

TheNotes were authorized to be issued by the Issuerpursuant to Sections 74.280 through
74.310 of theKentucky RevisedStatutes anda duly adopted Resolution (the"Resolution"), which
Resolution approved the execution of theLoanAgreement, for thepurposeof defraying thecost of
acquiring andinstalling newradioreadmeters (die"Project), pursuant to andinfullcompliance with
the lawsof the Commonwealth of Kentucky.

The Notes do not constitute an indebtedness of the Issuer within the meaning of the
Kentucky Constitution and arepayable solely fi-om andsecured by a pledgeof the revenues ofthe
Issuer's waterworks system (the "System") after providing for the principal, interest and other
requirements of the outstanding PriorObligations andPriorObligation Documentation (as such
terms are defined in the Loan Agreement), and are issued without any preference, priority, or
distinction whatsoever ofthelienthereofin favor ofany one ormore ofsaid Notes over any one or
more oftheothers. Reference ishereby made totheLoan Agreement andtheResolution for amore
particular description oftheterms and conditions under which theNotes are issued, amore specific
description of theProject, the revenues charged withandpledgedforthe payment of theNotes, the
nature and extentof the security, the rights andduties of the Issuer, and the rights of the owners of
dieNotes withrespect to such seciulty, andfor a statement of themanner, extent, conditions, and
restrictions (a) under which theLoan Agreement may be modified, amended, and supplemented,
(b) under which the lien of the Loan Agreement may be defeased as to these Notes prior to the
maturity orredemption datethereof, and(c)under which upontheoccurrence of anevent ofdefault,
the System may be placed in receivership.

The Notes may beredeemed bythe Issuer, atany time, prior tomaturity, inwhole orinpart,
withoutprepayment penalty.

Inaddition, theNotesaresubject tomandatory redemption inwhole, atanytime, within one
hundred eighty (180) days after theoccurrence ofaDetermination ofTaxability (as defined inthe
Loan Agreement), ata redemption price ofone hundred percent (100%) ofthe aggregate principal
amount ofNotes outstanding plus accrued interest to die redemption date; provided however, that
by the mutual agreement of the Issuer and the Bank, in lieu of the mandatory redemption of the
Notes the Interest Rate on the Notes would be subject to adjustment, by adjusting the added
percentage to theInterestRate,suchthattheBankshallreceive thesametaxequivalent yield onthe
Notes as it was receiving prior to theDetermination ofTaxability.



All ofthe Notes as to which the Issuer reserves and exercises the right of redemption and as
to which notice as aforesaid shall have been given, and for the retirement ofwhich, upon the terms
aforesaid, funds are duly provided, will cease to bear interest on the redemption date. Notice ofsuch
redemption may be waived with the written consent ofthe owner ofthe Note called for redemption.

It is hereby certified, recited and declared that all acts, conditions and things required to
exist, happen and be performed precedent to and in the issuance of this Note, do exist, have
happened and have been performed in due time, form and manner as required by law, and the Issuer,
so long as the Notes remain outstanding, shall perform all duties imposed upon it by the Loan
Agreement.

IN WITNESSWHEREOF, the HendersonCountyWater District has caused thisNote to be
executed on its behalf with the duly authorized reproduced manual or facsimile signature of its
Chairmanand its corporate seal to be hereunto affixed, and attested by its Secretary, and thisNote
is to be dated as of the date set forth above.

HENDERSON COUNTYWATERDISTRICT

Attest:

Seer

(Seal of Issuer)

By_^
an


