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STAFF REPORT

ON

SOUTHERN WATER AND SEWER DISTRICT

CASE NO. 2012-00309

On December 21, 2012, the Commission issued an Order wherein it approved

interim rates for Southern Water and Sewer District ("Southern District" ), pending review

of a $100,000 recurring annual payment Southern District has been making to Floyd

County to assist the county in satisfying its bond obligations." The Commission directed

Staff to prepare a detailed report regarding the payment. This report details Staff's

findings. In the course of its review, Staff obtained numerous records pertaining to the

matter and interviewed seven witnesses with knowledge of the underlying events giving

rise to the payments. The list of exhibits is appended as Appendix A - 1 and A - 2. A

witness list is appended as Appendix 8. A chronology of events is found at Appendix C.

The payments rise out of a water improvements project involving the construction

of approximately 27 miles of water main, six new water storage tanks, six pumping

stations and a telemetry system.'outhern District. originally proposed to finance the

project, which had a total estimated cost of $6,172,900, through a combination of loans

and grants as follows:

Rural Development Loan:
Rural Development Grant:
Appalachian Regional Commission Grant:
Kentucky Surplus Grant:

$ 2,515,000
$ 450,000
$ 433,900
$ 300,000

Case No. 2012-00309, Application of Southern Water and Sewer District for an Adjustment in
Rates Pursuant to the Alternative Rate Filing Procedure for Small Utilities (Ky. PSC Dec. 21, 2012).

'ase No, 2002-00166, The Application of Southern Water and Sewer District of Floyd and Knott
Counties, Kentucky, for a Certificate of Public Convenience and Mecessity to Construct, Finance and
Increase Rates Pursuant to KRS 278.023 (Ky. PSC received May 8, 2002).



Floyd County Fiscal Court contribution: $ 2,4?4,000

On May 8, 2002 Southern District filed an application with the Commission for a

Certificate of Public Convenience and Necessity ("CPCN"), approval of its financing plan

and a rate adjustment. As the application was brought pursuant to KRS 278.023, the

Commission was without any discretionary authority to modify or reject any portion of

the agreement. On June 7, 2002, the Commission approved Southern District's

application in its
entirety.'n

September 10, 2005, Southern District submitted an application regarding an

unrelated waterworks improvement project.'n an engineering report, authored in

August of 2005, accompanying its application a reference was made to a request from

Floyd County that Southern District pay $ 100,000 annually towards preexisting
debt.'n

its application, Southern District neither made another reference to an annual

payment nor did it request any action from the Commission regarding the
payment.'ecause

the application was also brought pursuant to KRS 278.023, the Commission

granted the requested relief.'he Order approving the application made no reference

to the Floyd County Fiscal Court

payment.'ase

No. 2005-00374, The Application of Southern Water and Sewer District of Floyd and Knott
Counties, Kentucky, for a Certificate of Public Convenience and Necessity to Construct, Finance and
Increase Rates Pursuant to KRS 278.023 (Ky. PSC received Sept 19, 2005).

Ex. H at 3.

Case No. 2005-00374, The Application of Southern Water and Sewer District of Floyd and Knott
Counties, Kentucky, for a Certificate of Public Convenience and Necessity to Construct, Finance and
Increase Rates Pursuant to KRS 278.023 (Ky. PSC received Sept. 19, 2005).

Ex. G.
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In preparation for the initial 2002 project, Southern District obtained several

parcels of land upon which some of the proposed facilities were to be constructed.'t

then conveyed the tracts, on April 29, 2002, to the Floyd County, Kentucky Public

Properties Corporation ("Corporation" ) for $1.00,'loyd County created the

Corporation in 1993 as a nonstock and nonprofit entity to act as Floyd County's agent

"in the planning, development, acquisition and financing of public
properties.""'outhern

District retained the right to reacquire the property for a reciprocal $1 sum

upon the repayment of the debt issued by Floyd County to finance its contribution."

The Corporation also retained several project
easements."'o

provide its initial contribution, on September 21, 2001, Floyd County Fiscal

Court, through the Corporation as its agent, authorized the issuance of Bond

Anticipation Notes ("2001 Notes" ) in the amount of $2,1?5,000." The 2001 Notes were

issued on October 1, 2001." ln 2003, Floyd County issued $2,395,000 in Bond

Anticipation Renewal Notes ("2003 Notes" )," The 2003 Notes were paid in 2004 with

the issuance of $2,455,000 in Bond Anticipation Renewal Notes ("2004 Notes" )

Ex. 0 at 16-30.

"Ex. P

Ex. A at 1-2.

"Ex. P.

Ex. Oat14.

Ex.A, F

15
Id

Ex. B,F,Q.

Staff Report
Case No. 2012-00309



(collectively "Notes")." During the period in which Floyd County renewed the Notes and

ultimately issued revenue bonds, Floyd County experienced deteriorating financial

conditions resultant from a decreasing revenue stream from coal severance taxes as

well as the non-receipt of a $2,000,000 anticipated payment from the Federal

Emergency Management Agency." The Notes were to eventually be paid from the

proceeds of a future issuance of revenue bonds." Gary Blankenship, presently a

Southern District Commissioner and a water district employee during the project time

period, stated that at the project's commencement Southern District did not have an

expectation that there was any obligation to repay Floyd County's contribution."

On October 1, 2001, the Corporation issued the 2001 Notes." On October 15,

2001, the Corporation and Floyd County executed a Lease Agreement whereby Floyd

County leased the project real estate and easements upon which the facilities were to

be constructed from the Corporation. 'he agreement granted Floyd County sole

possession of the property for the duration of the Lease and obligated Floyd County to

submit rental payments in the same amount as the debt payments on the Notes. The

Lease Agreement provided that the Corporation was to execute a mortgage on the

Ex. F,,J, K.

"Ex. B; Telephone Interview with R.D. Marshall, Judge/Executive, Floyd County (Jan, 24, 2013);
Telephone Interview with Brett Davis, former Judge/Executive, Floyd County Deputy (Feb. 6, 2013).

Ex. B at5.

Telephone Interview with Gary Blankenship, Commissioner, Southern Water and Sewer District
(Jan. 23, 2013)

Ex. F.

"Ex. Q. The tease agreement predates the actual property transfer from Southern District to the
Corporation. Compare Ex. P with Ex. O.

/d. at 10.
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property and Floyd County pledged to pay rental payments in the mirror amount of the

debt obligation. 'll rights and interest arising under the Lease Agreement of the

Corporation and Floyd County were assigned to Citizens National Bank ("Citizens" ), as

Trustee." Floyd County was required to submit its payments directly to Citizens.

Floyd County retained the right to redeem the Notes and secure title to the property

upon full payment and satisfaction of the Notes," In the event. of default, including

Floyd County's failure to pay, Citizens had the power to foreclose on the mortgage and

sell the encumbered property." The sole limitation was a restriction upon
Citizens'bility

to procure a deficiency judgment against Floyd County or the
Corporation.'irror

agreements were executed upon each Note renewal." There is no evidence that

Southern District executed its right to repurchase the property that was sold to the

Corporation in 2002. The ability to repurchase was triggered upon the full satisfaction of

the 2001 Notes.
'n

May 20, 2005, Floyd County authorized entry into a General Obligation Lease

Agreement ("General Obligation I ease") with the Kentucky Area Development District

Id. at 5.

25 (d

Ex. R at 6.

"Ex.0 at 10, Ex. R at 23.

'x. 0 at 10:Ex. R at 16.

Ex. 0 at 10-11.

'ee Ex Q.

Ex P.
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Financing Trust ("KADD") as lessor. 'n or about May 16, 2005, Floyd County applied

to the Governor's Office for Local Government to enter into a lease in the amount of

$2,600,000 'ith the object of satisfying the outstanding obligation on the Notes.

Floyd County was listed as the sole lessee." Although Southern District was not a

party to the Local Government application, Judge/Executive Paul Thompson, in a letter

written to the State Local Debt Officer, stated that the "County expects the Water District

to pay a portion of the debt service."'s

Listed on the amortization schedule accompanying the documents submitted to

Local Government are payment assumptions predicated upon an annual water district

lease payment in the amount of $100,000 and an average annual Floyd County

payment of $59,990." There is no evidence that Southern District was provided with

any of the letters or documents addressing Floyd County's payment expectations.

Southern District did not submit its own application, either in 2002 or 2005, to Local

Government for authority to join with Floyd County as a co-obligor on its bonds or for

authority to enter into a long term plan to repay Floyd County's contribution.

"Ex.D at17.

'he increase to $2,600,000 takes into account accrued interest on the preexisting Notes, as
well as miscellaneous fees related to the bond issuance Ex D. at 13.

Ex. C.

'Ex. D at16

'Ex. C.

'ee generally Icf.

Ex. X.
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On March 16, 2005, Terrell Ross of Ross, Sinclair 8 Associates, Floyd County's

financial advisory firm, confirmed in a letter to Judge/Executive Thompson that it was

the intention of Floyd County to issue the debt and that Southern District would "pay for

all or a portion of the debt service of the permanent bond financing.""" The letter did not

refer to the existence of an actual agreement by Southern District and Floyd County for

Southern District to pay the debt service. Instead, it discussed three different

amortization schedules hinging upon how much Southern District was "willing to pay.""

On June 10, 2005, the State Local Debt Officer approved the Lease and

adopted, in full, the recommendations of the Hearing Officer.'unds were provided

through Kentucky Area Development District's Financing Trust Small Issuer Loan

Program." The Local Government Recommended Order states that "[t]he annual debt

service is estimated to average $169,017.00 (Joint Water District and County

payment).""'n incorporating the Hearing Officer, the State Local Debt Officer found

that "[a]t the conclusion of the Lease, the Project property to which the Program [KADD]

holds the title will be conveyed and transferred to the County and/or Water
District.""'e

further found that the "County shall pay to the Trustee the amount required by the

terms of the Lease."'outhern District was not a party to the proceedings and the

Ex. N,
41

Ex. D at 1, 5

Id. at 5.

Id. at 7.

Id

Id at10.
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State Debt Officer's Order contains no reference to any requirement that Southern

District contribute to the debt payments, either directly or indirectly.

On June 25, 2005, Floyd County, having acquired the project real estate from the

Corporation upon satisfaction of the Notes, entered the 2005 General Obligation Lease

with the KADD Financing Trust as lessor for a total lease amount of $2,520,000."

KADD disbursed the funds to Floyd County as part of a pooled bond program in which

$2,600,000 was allocated to Floyd County." The General Obligation Lease largely

mirrors the earlier agreements." Unlike the earlier agreement, the General Obligation

Lease is to a general obligation debt.'ADD assigned its interest in the agreement to

The Bank of New York Trust Company, N.A, as Trustee ("Trustee" ). 'n the event of

default, the Trustee may proceed against the property by seeking the appointment of a

receiver, liquidator or to otherwise sell the property." It further states that all payments

are to be paid by the lessee." The agreement specifically notes that there is no third

party beneficiary to the agreement." Unlike the proposed debt service schedule

provided to the Governor's Office for Local Government, the lease payment schedule

Ex M.

Ex. L.

Ex M.

Id. at 7-8.

51
id

Id. at 20, 26-27; Ex. M at 12.

id. at 7

Ex. M at 13.

Staff Report
Case No. 2012-00309



accompanying the General Obligation Lease Agreement does not reference Southern

District."

Southern District's current manager and the chairman during the project's

financing and construction, Hubert Halpert ("Halpert"), stated that the Fiscal Court first

requested payment in the year 2005 or 2006.'alpert believes a written agreement

was executed at approximately the same time as Floyd County's initial request for

payments." Halpert stated that no additional consideration was provided when the

alleged agreement was entered."

Southern District did not make any payments to Floyd County until 2010, when it

made a partial payment." Thereafter, Southern District has paid varying amounts every

year for total of $250,4'I5.02 through the use of an escrow account with the intention of

contributing $8,300 per month to the account." The funds are disbursed from the

escrow account upon request of Floyd County approximately twice per year. 'aula

Johnson ("Johnson" ), the current chairwoman and a commissioner during a previous

appointment covering the project timeframe, stated that Southern District began making

payments after the publication of numerous negative newspaper articles regarding the

ld at 16, Ex. D at 14, Ex. U.

Telephone interview with Hubert Halpert, general manager, Southern Water and Sewer District
(Jan. 23, 2013)

57
(d

Telephone Interviews with Hubert Halpert, general manager, Southern Water and Sewer
District {Jan. 23, Feb. 5, 2013); Ex S

Telephone Interview with Hubert Halpert, general manager, Southern Water and Sewer District
(Feb 5, 2013); Ex S.
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water district's failure to pay its alleged debt." Additionally, Johnson stated that

Southern District felt pressured by Floyd County into paying. The Floyd County Times

reported that, as of May 2009, Floyd County Attorney Keith Hartley ("Hartley") had not

yet seen the actual bond documentation, but believed Floyd County was essentially a

"co-signor on the bond." 'artley also stated that if Southern District failed to pay, it

became the Floyd County's obligation to continue the debt payments."

Only former Deputy JudgeiExecutive Brett Davis ("Davis" ) asserted that there

had always been an expectation for Southern District to repay the contribution,

regardless of Floyd County's financial condition.'o individual asserted that Southern

District was requested to present any payment during the period in which the financing

was conducted through the Bond Anticipation Notes. Davis stated that he believed

Southern District would begin paying once it was financially able; however, no request

was made for payment. prior to 2005, '

Telephone Interview with Hubert Halpert, general manager, Southern Water and Sewer District

(Jan 23 2013); Southern District's total yearly payments were as follows:

2010: $66,647.67
2011.$50,179.05
2012. $ 133,588.30

See Ex. T

Telephone Interview with Paula Johnson, Chairwoman, Southern Water and Sewer District

(Jan. 24, 2013),

" Ex. T at 1, 3, ?.

"Ex.T at1.

Telephone Interview with Brett Davis, former Deputy Judge/Executive, Floyd County (Feb. 6,
20'I 3).

67
/d
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Neither the Floyd County Fiscal Court minutes nor the bond documents

reference any agreement between Floyd County and Southern District. The contingent

letter of approval from United States Department of Agriculture Rural Development

office ("Rural Development"} for the loan to Southern District expressly labels the Floyd

County funds as a contribution, as opposed to a loan." When Floyd County

Judge/Executive Paul Thompson informed Rural Development that the funds were

available for dispersal, in 2002, no reference was made to repayment terms or

obligations.
'o

person interviewed has produced a signed agreement between Southern

District and Floyd County. Halpert is the only individual who believed that a written

contract may have been signed." He asserted that the agreement was crafted in 2005

or 2006 after the funds were disbursed and the project completed." Staff was unable to

locate such a document or any specific information relating to it. No other interviewee

attested to its existence. Floyd County Attorney Bartley asserted that he had no

memory of a written agreement ever having been signed. He stated that a verbal

"gentleman's agreement" that Southern District would make partial payments on the

debt existed." Bartley stated that he had very limited involvement in the underlying

Ex. w.

Id. at 10

Telephone Interview with Hubert Halpert, general manager, Southern Water and Sewer District
(Jan 23, 2013).

'elephone Interview with Keith Hartley, County Attorney, Floyd County (Jan. 23, 2013).
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waterworks project and related financing." He stated that he had minimal knowledge

regarding the factual circumstances surrounding the Lease Agreement and thought

Brett Davis, the former Deputy Judge/Executive, was the party most involved directly in

the process on the county's behalf."

Former Deputy Judge/Executive Davis stated that Floyd County directly paid the

project contractors and did not make any payments directly to Southern District. He

asserted that it. was always Floyd County's intention for Southern District to make yearly

payments when the water district was financially able." To Davis's knowledge and

recollection, no written contract between the parties was ever drafted or executed.'" He

stated that Floyd County adopted a resolution stating that Southern District would begin

making $100,000 payments as soon as it was able, but did not recall whether Southern

District was expected to pay by any date certain."'e did not recall whether Southern

District was informed of the expected payment before or after the bonds were issued.

As to the ownership of the land and assets, Davis stated that it may have been a

requirement of the county's bond holders that Floyd County retain an interest in the

property and assets that it was contributing towards." Regarding the ownership of the

entire project, he believed that legal ownership may be intertwined, due to the diverse

/d.

/d.

Telephone Interview with Brett Davis, former Deputy Judge/Executive, Floyd County (Feb. 6,
2013).

/d

Id.

78
Id

Id.

Id.
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financing arrangement and multiple contributing parties." Finally, he stated that

regardless of the Floyd County's financial situation and decreasing coal severance

taxes, Southern District was still originally expected to pay the debt service with the

intention of eventually entirely taking over the
debt.'everal

documents and letters drafted prior to the execution of the General

Obligation Lease reference Southern District's future payments; however none were

signed by Southern District.'here is also no evidence that any of the documents

were sent to Southern District. All available evidence indicates that no document exists

to reconcile the competing opinions regarding the actual origin of Southern District's

alleged liability on the debt. The evidence indicates that around 2005, four years after

the financial arrangement began, a verbal agreement was entered into that Southern

District would begin paying on Floyd County's debt." Staff found no corroborating

evidence establishing the terms of the agreement.

epared by: Jona an D. Beyer
Staff Attorney I, Small Utility Division
Office of General Counsel

81
Id

82
Id

See Ex, C at 2, D at 14; N.

"Telephone Interview with Hubert Halpert, general manager, Southern Water and Sewer District
(Jan 23, 2013); Telephone Interview with Keith Bartley, County Attorney, Floyd County (Jan 23, 2013).
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STAFF REPORT CASE NO. 2012-00309
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Floyd County Fiscal Court Resolution,
September 21, 2001

Floyd County Fiscal Court Meeting Minutes,
September 4, 2003

Office of Local Government Decision Lease
Summary Form

Office of Local Government Decision 8
Recommended Order

Ex. A

Ex. B

Ex. C

Ex. D

Letter from Floyd County Judge/Executive
Robert Marshall

Ex. E

E-mail from Dwight Salsbury, Ross, Sinclair 8
Associates to Jonathan Beyer, Counsel, PSC

Case No. 2005-00375, Order dated Oct. 14,
2005

Ex. F

Ex. G

Case No. 2005-00375, Engineering Report

Case No. 2012-00309, Selected Excerpts

Floyd County Fiscal Court Resolution No. 1,
September 24, 2004

Bond Anticipation Renewal Notes Series 2004B

KADD Lease 2005 Series K

Ex, H

Ex. I

Ex. J

Ex. K

Ex. L

General Obligation Lease Agreement, Series
2005K

Ex. M

Letter from Terrell Ross, Ross, Sinclair 8
Associates to JudgeiExecutive Paul Thompson,
March 16, 2005

Floyd County Lease Agreement, October 15,
2001

Ex. N

Ex. 0



Deed, April 2002

Floyd County Lease Agreement, September 26,
2003

Ex. P

Ex. Q

Mortgage Deed of Trust, September 26, 2003

Southern Water District Cancelled Checks

Floyd County Times Articles

KADD 2005 Final Lease Schedules

Ex. R

Ex. S

Ex. T

Ex. U

E-mail from Jonathan Beyer, Counsel, PSC to
Robert Meyer, manager, Utility Management
Group

Ex. V

Rural Development Documents Ex. W

E-mail from Lisa Dale, Local Government
Advisor, Department for Local Government to
Jonathan Beyer, Counsel, PSC February 13,
2013

Ex. X
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IN RE: RKSGI.UTION: BOND ISSUE FOR WATER PROJECT

A LUTION OF THE FISCAL COURT IF THE CO OF
FLOYD, CKY DIRECTING THAT FLOYD CO

CKY PUBUC PROPERTIES CORPORATION TO TAKE
CERTAIN FO ACTIONS AS THE AGEMCY AND
INSTR ALITY AND AS THE CONS AUTHORITY OF
THE CO OP FLOYD, CKY SPECIFICALLY DIRECTING,
AUTHGRI7Nt AND APPROVING THE PIJBUC 8ALK AND
ISSUANCE OF $2,175,000 PLQYD COUNTY, KENTUCKY PUBuC
PROPERmS COaPORATICN FIRST MORTGAGE RE BOND

CIPATION NOTES (O'ATRR PROJECT), SE1UES2001, (WHICH
AMOUNT MAYBE INC D ORDECREASED BYTHE AMOUNT
NGT TO EXCEED TEN PERCENT (10'4) AND $2,175,000 FLOYDCO, CKY PUBLK PROPERTIES CORPORATION FIRST
MORTGAGE RE BONDS PVATER PROKCT)„SEIZES N09

CH AMOUNT MAY BE INCREASED GR DECREASED HY THE
AMOUNT NGT TO EXCEED TEN PERCENT (1.0'la) AM3 DIRECT94G
AND AUTHORIZING OTHBRNECESSARY ACTIONS, AS THE
AGENCY, INSTR ALITY AM) CONS, AUTHOMTY,
AND ON BEHALF OF THE COUNTY QF FLOYD. CKY, IN
ORQER TO FINANCE THE CONSTRUCTION AND INST TION
QF VfATERLINES THE CQ;~OVING AND
ADOPTINCr A CERTAIN LEASE AGREE PY AND AMONG THE
CORPORATION, AS LESSOR, THE CO GF FLOYD,

CKY, AS LESSEE; APPROVING AMGRTCAGE DEED OP
TRUST SEC 6 THE NOTES AND THE BONDS (WKCH BlM)S
%ILL BE ISSUED TO PAY OFF IIN THE NOTES)-„APPROVING

R CTS, D, S AND ACTIONS, NECESSARY
ORAPPRO TE TO CARRY OUT THE FINANCING
Ihit LUDIM6 AN OFFICIAL STAT T QP THK CORPORATIO,
AUTHORIbIG OPRIATE OFFICIALS OF THE CO OF
8 OYD, CKY TO TAKE ANY AND ALL ACTIONS
NECESSARY TO CARRY OUT THE HNANC%6 PLAN IN
COOPERATION THE CORKtRATION.

WHE, the Hoyd County, Kenemky Pgbhe P 'es Co
(the 'usten") s nonprofit, nonstock corpo

"
Ims been duly

o 'nd created t to snd exists unde'entucky Iavr to serve as
the agency, 'ntafity avd.eonsti.tutsd authority of the County of Floyd,



.~tuck'(the, County ) m the p g, development, acquisition and,

tmancing ofpublic projects in furtherance ofthe proper public purpose of
the County, as provided by Section SS.180ofthe Kentuc@ R
Statutes„. and

, the County deems it necessary that the "on act us its

agency, instrumentaHty and con 'uthority in connection with the
issuanceof(1)Boyd County clryPubScProyerties Son
Ffirsk 1Vlortgage Rsvernre Bowl palmed Nates'(Rater Project),

2001, in the appro 'tnountof$ 2,175,000(which amountmay

be mcreased or d by the amount not to exceed ten (1.0%)„
(the "Notes" ) and (ii) 'ounty, Kentucky Pnhne es
Corporation First Morlgaee Revenne Bonds (%'uter Project), Series

%63, in appro
"

principal amount of$2,1"/5,000 (which amount may be

inc or decreased by the amount not to ten t (l04/o), (the
"Bonds), the Som which to 5nance 4e cost ofthe con on

and 'on ofwurerlines
'

the County (the 'Project"), winch

. project is more particularly described in the Lease ent and M
Deed ofTrust he identi5ed, and further deems it appropriate at this

time that thc ration tbrrnally 'he issuance of its Notes and

Bonds, to SciQate and carry out such 5nancing,

NOW FORE, BH 1T RESOLVED BYTHE FISCAL COURT OF
'HE COUNTY.OFFLOYD, GOMMO TH OF CKY, AS

FOLLOWS'ection

1. The Corporation, as the agency snd entality and the

ccm
'

authority

ofhce

County, is.hereby d'o forthwith adopt

such resolutions snd orders and to Me such actiicns as may be necessary &r
the authorization by the ration of (I)$2„175,000Boyd
Colnltyi, Public Properties Co ou First Mo
Reverrne Sax'atkipaSoe Notes (Rater ProjeeO, %0l, (which

amount may be in ofd by the amount not to ten

t (10%),to be dated October 15,200l or such other date as

de 'd by the P'dvisor, snd (ii) $2,175,000 Fioyd Courrty,

Rentur3g Puib5c Properttes ~rath'first Reveurte

(Water Reject), '093, (which amount may be in

by the amount not to ten (10'/o), to be dated such

date as ed by the Financial Advisor. The, sernrity

provisions, p6on provisions, form ofNotes, form ofBonds, condition



of~e of hce Notes and the Bonds and all ofthe terms and provisions
incident to said Notes and. Bonds shaH be in accordance with &e provisions
which are set forth in the Lease Agm and Mortgage Deed nf Trust,
hereinaSOf 1dentifiled.

Sac@onX It is acknowledged that the Notes are to be issued by the
Co on, 's the agency, in tality and 'uthority
of and on behalf of the County, m anticipation ofthe issuance of the Bonds,
for the pupae of lnoviding funds to pay for the cost of construction and
installation ofthe project, and related cost, all as 'bed aud provided for
herein and in the Lease ent aud M e Deed ofTrusthereinafier
described.

Section 3, It is intended that the Notes and the Bonds shdl be secured by
the pledge of the Lease ent, snd the revenues there&on as provided
in the M Deed ofTrust; aud the &oru the Bonds studi be

'sed, in part, to pay in 58, the outstanding principal balance, plus accrued
in of the'hfotes, due at the time ofthe issuance and receipt of
Rom the. Bonds.

n4 The County hereby 'nd ap 'he issuance, sale

and delivery by the 'on of the Notes ands ~and the
appticauon

ofhce

proceeds ofthe Notes and Bonds to the purposes set forth
and described in the rasolutioa ofthe . ofDirectors ofthe tlon
ofeven date herewith, aud in Ae Lease, ent and the Moitgage Deed
ofTrust„h

'
identi6ed. The Musty hereby authorizes and es

the issuance ofthe Notes, dated October 15,2001„orsuch other date as
d 'd by the F 'al Advisor, snd 'e of the Bonds, dated ns'd by the Financial Advisor, as specifically defined and described
in the M Deed ofTrust.

Section 5. It is acknowledged that the Notes and Bonds are to be issued

by the. Corporation, pu to a resotution ofeven date herewith, acting as
who agency aud im Lzumeniality of the County. and as tire con

'uthoritythereof, for the purpose ofproviding funds for g3 the construction
.ofthe with Project is more 'arly described in the Lease

ent aud the Mortgage Deed ofTrust ',identIfied and
(ii)'he

payntent ofcosts and miscellaneous incident to the issuance,
sale and deliver'y of the Notes aud Bonds. The, Project has been aud is being
finance, ac 'nd cted for public use.



8ectxon 6. A certain ent ent", intended
for execution by and on behalf of the Co 'on, as Lessor, and the

'ounty, as as the beneficiar of said Lease ent, is hereby

y approved and the same is heteby auth 'o be executed in the
nanle and on of the County, as a beneficiazy named therein; by the
County Judg~utive, with 'on by the Fisea1Court Clerlr The
Lease Agreement as so executed on the behalf of the County, as a
beneficiary thereof, shall bc tendered to the radon in connection with
the issusncc ofthe Bonds only and upon exec@ion thereof the Corporation
'and the County shaH be hdy ia.the epee ofthe.F4yd
Cleric in burg, Kentucky. shaH be paid. fionl the Rentals

through the Lease Agreement,

n 'T- .The County hereby evtpres8y approves and the
execution and dehvery by the ration ofa 'M e Deed of
Trust"', frrr the Notes and. Bonds subrlantialiy in a form approved by the
Corpor8llon„ to the Trustee to be he ted by the ration,
by resolution gsid M e Deed of Trust for the Note's and Bonds shill
assign to trust to said, T all income, revenues and rights of the

ration income, revenues aud rights arising &oru the Pledged
as de5ned in the Mortgage Deed ofTrust together with aS rights arising
pursuant to the Lease Agreement„al1 to be done for the 'f those who
shall &orn time to time be and becorae the holders ofthe Notes and Bonds

Section L The Fiscal Court, by on of5ds meso
'hat the total principal amount of "

ed tax-exempt os which it
will issue during the calender year ending ber 31,2001 will not
exceed $10,000,000 and therefor designates 'the Bonds as

'

ed tax-
exelnpt ObiigatiOnS Within the,m 'f Section 265 (b) (3) ofthe
Revenue Code of 1986, as amended.

n 9, The Fiscal Court. by adoption of this Resolution anticipates
that the total prrnclpal MlolU1't of ed taxwxernpt obligations which rt
will issue during the csleude'r year ending ber 31,2002 mill not
exceed $M,000,000 and therefor desi the l3onds as 'd tax

o
' 'he ef '%-(b).(3).ofthe

Revenue Code of 1986, as amended.

Sectiorr lo. Ln connection with the und
'

and irnplenrentation by
the Co 'on of the Snanciag for the Notes aad Bonds,'herein described,



which is hereby expressly directed. the Co 'on. its Board ofDirectors
and its oflxcers are hereby authorized aud directed to continue to take and
carry out any and all necessary, desirable or appropriate actions to e8ect
such acquisition, co on, tion and financing, including the

ap ent of
' B.Johnson, HI. ofCox, 9owling 4, Johnson,

P.L.LC„municipal bond Counsel, kr putposes ofproviding the equal

a 'egal opinion and Ross, Siaclaire 4, Associates, Inc. as Financial
Ad

Section 11. In connection with the Project, the Corporation shall or has
secured fee simple title to the real estate which shall comprise the Project
and shaQ be p/edged as pmt security and collateral for the Nates and Bonds,
respectively, The Deed and/or Lease ment shall provide that the
County xnay, at aay time, title to the Project &e and clear ofthe lien
ofthe'Mortgat|cs which 'he Notes and Bonds, with the County giving
to the Corporation and the T notice in advance, in 'f the
County's intetttion to purchase the Project and by paying to the T for
the Notcholders or Bondholdera, an or the date set forth in such

nottcc, a sum equa1 Io the principle. interest and redemption premlwA, if
any, which the 'Coxpora¹on wiG be abided to pay 2'it caHs all ofthe

diag Notes and bonds for redemptiotx on such date, together with a
further sum equal to the s which the Corporation and Trustee may
mc'ur in 'n the ou ing Notes and bonds for payment on said
date. Upon the }i

"
g oj any such event and. the issuance by the T

of an appropriate certificate evidencing defeasance of the Notes and Bonds,
the Corporation shall imtnediatcly convey aH ofits right, title and interest in
the Pxoject to the Catnxty, &e and clear ofall lietts aad encumbxaaces
created by and under the Mortgaye. County speci6cal1y 'nd
approves the conveyance ofany Real it owns and/ox'cquires, to the
Co 'on as ia necessary for the Project.

12. Zany section, h, clause or 'on ofthis
Rcsohtxon shall bt he78 invahd; the invah4ty of such s
clause or provlton shall not a6ect any ofthe rem ons.

n V- A11 ordinances, resolutians, orders, or parts thereog ifany,
in convict with the provisions of this Resolution are, to the nrteat of such

ct, hereby cd.
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14. The County hereby expressly approves and 'he
Co ontoenterintoa '

entwiththeAudrtorsforthe
Cotuity and/or 'on for the bene5t of the Bondhoiders whereunder
the parties lo said written agreement will agree to comply with the
provisions ofReguhLtiou Sep6on 240,1$c2-12 ofthe Securities and
Exchange Commission in providmg annual Snancial information to
desi 'municipal securities information repositories and, in

special ces,totheMuuicipalSecuritiesRule g Board.

Section f5. The County approves and directs the Corporation to receive
bids &r the purchsse ofthe Notes and Bonds aud further directs the

'on to accept such bids for purchase of the Nates and Bonds
determined by the County Judge/Executive and the Corporation, upon the
advice of the County's and Corporation Financial Advisor, vqhich is the most

advantageous snd with the most favorable net interest cost to the County and
the lion for the Ncttes and Bonds, without action by the
County or the Corporation, or to reject any or ail bids.

16. This Resolution shall be in full force and effect &om and
a8m its adoption and a I as provided, by law.

17, The County hereby Nates its intention to issue Bonds, the
of which will be used to retire aud pay in M the Notes and other

costs and, ses with to the 'he County stltes
and that it will not take any actions or adopt aay Resolutions which

would delay the issuance and sale ofthe Bortds'ytes Corporation; and, the

County hereby speci6cally directs that the Corporation proceed to issue the
Bonds, at the Brat.opportunity as'y the Fmanciai Advisor of the
Corporation

This Resolution was introduced, seconded and adopted at a Chly
convened meeting of the Fiscal COurt of the County ofFloyd, Kentucky,
held on the 21"day of Seplnmber, 2001,

PAUL H; THOMPSON
County Judge/Executive

A T:
CHRIS WAUGH
Fiscal Court Clerk
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PAUL H. THOMPSON
Paul Hunt Thompson
Floyd County Judge Executive

DISSCVSSION ON LOAN

The County Judge Executive, Paul Hunt Thompson, explained to
the Court the reason they needed to borrow this money. He
explained that FEMA had not reimbursed the monies totaling over
$2,000,000 which was due to the County. He read the three quotes
pertaining to the line of credit. 1.85%fiom Citizens, 2.1%fi'om

First Guaranty and 3.0%fiom First Commonwealth, Jackie
Owens Magistrate District No. 2 made a statement the he was glad
to see the County doing business locally. The court unanimously

agreed that the borrowed money would be obtained fiom Citizens
National Bank, which was the lowest and best bidder.

1. Resolution: Bond Issue

A RESOLUTION OF THE FISCAL COURT O'F THE COUNTY OF
FLOYD, KENTUCKY DIRECTIING THE FLOYD COUNTY,
KE CY PUBLIC PROPERTIES CORPORATION TO TAKE
CERTAIN FORMAL ACTIONS AS THE AGENCY AND
INSTRUMENTALITY AND AS THE CONS ED AUTHORITY
OF THE COUNTY OF FLOYD, KENTUCKY SPECIFICAI LY
DIRECTING, AUTHORIZING AND APPROVING THE SALE AND
ISSUANCE OF $2,395,000 FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION FIRST MORTGAGE REVENUE
BOND ANTICIPATION RENEWAL NOTES (WATER PRO JECT),
SERIES 2003, ("NOTES") WHICH AMOUNT MAY BEINCREASED
OR DECREASED BY AN AMOUNT NOT TO EXCEED TEN
PERCENT (10%);AND DIRECTING AND AUTHORIZING OTHER
NECESSARY ACTIONS AS THE AGENCY, INSTRUMENTALITY
AND CONSTITUTED AUTHORITY, AND ON BEHALF OF THE
COUNTY OF FLOYD, KENTUCKY, IN ORDER TO REDEEM AND
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REFINANCE THE FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION FIRST MORTGAGE REVENUE
BOND ANTICIPATION NOTES (WATER PROJECT), SKIES 2001
("PRIOR NOTES" ) THK PROCEEDS OF WHICH WERE USED TO
FINANCE THE CONSTRUCTION AND INSTALLATION OF
WATKRLINES WITHIN THE COUNTY; APPROVING AND
ADOPTING A CERTAIN LEASE AGRKEMKNT BYAND
BETWK<EN THE CORPORATION) AS LESSOR< AND THE
COUNTY OF FLOYD, KENTUCKY, AS LESSEE; APPROVING A
MORTGAGE DEED OF TRUST SECURING THE NOTES;
APPROVING OTHER CONTRACTS, DOC TS AND ACTIONS
NECESSARY OR APPROPRIATE TO CARRY OUT THK
FINANCING PLAN, INCLUDING AN OFFICIAL STATEMENT OF
THK CORPORATION; AUTHORIZING APPROPRIATE
OFFI S OF THE COUNTY OF FLOYD, KENTUCKY TO TAKE
ANY AND AI I ACTIONS NECESSARY TO CARRY OUT THK
FINANCING PLAN IN COOPERATION WlTH THE
CORPORATION.

REAS, the Floyd County, Kentucky Public Properties
Corporation, (the "Corporation" ), a nonprofit, non stock
corporation, has been duly organized and created pursuant to and

exists under Kentucky law to serve as the agency, instrumentality
and. constituted authority of the County of Floyd, Kentucky (the
"County" ) in the pl ', development, acquisition and financing
ofpublic projects in furtherance of the proper public purpose of the

County, as provided by Section 58.180 of the Kentucky Revised
Statutes; and

REAS, the Resolution dated September 21, 2001 (Number

22), the County authorized the Prior Notes, which were issued by
the Corporation by Resolution dated September 21, 2001;

REAS, the County has determined that issuance of
Revenue Bonds, at this time is not appropriate and has determined

that issuance of renewal notes is proper and in the best interest of
the County;
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REAS, the County has indicated that it will issue Revenue
Bonds to redeem the Notes on or prior to the maturity date of the
Notes;

WHEREAS, the County deems it necessary that the Corporation act as
its agency, instrumentality and constituted authority it connection with the
issuance of Floyd County, Kentucky Public Properties
Corporation First Mortgage Revenue Bond Anticipation
Renewal Notes (Water Project), Series 2003 ("Notes" ) in the
approximate amount of $2,395.00, (plus or minus10%), to (I)
redeem and retire the Floyd County, Kentucky Public Properties
Corporation First Mortgage Revenue Bond Anticipation Notes
(Water Project), Series 2001 in the principal amount of
$2,175,000, ("Prior Notes" ), the proceeds from said Prior Notes
used to finance the cost of construction and installation of
waterlines withm the County„and (ii) pay the cost of issuance with
respect to the Notes;

NOW THEREFORE, BE IT RESOLVED BY THE FISCAL
COURT OF THE COUNTY OF FLOYD, COMMO ALTH
OF KENTUCKY, AS FOLLOWS:

Section 1. The Corporation, as the agency and instrumentality
and the constituted authority of the County, is hereby directed to
forthwith adopt such resolutions and others and to take such
actions as tnay be necessary for the forrnal authorization by the
Corporation of $2,395,000 Floyd County, Kentucky Public
Properties Corporation First Mortgage Revenue Bond
Anticipation Renewal Notes (Water Project), Series 2003,
(which amount may be increased or decreased by the amount not
to exceed ten percent (10%),to be dated such date as determined

by the Financial Advisors. The maturity, security provisions,
redemption provisions, form ofNotes, condition of sale of the
Notes and all of the terms and provisions incident to said Notes
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shall be in accordance with the provisions which are set forth in the
Lease Agreement and Mortgage Deed of Trust, hereinafter
identified.

Section 2. It is intended that the Notes shall be secured by the
pledge of the Lease Agreement, and the revenues therefiom as
provided in the Mortgage Deed ofTrust; and that the proceeds
kom Revenue Bond shall be used, in part, to pay in full, the
outstanding principal balance, plus accrued interest, of the Notes,
due at the time of the issuance and receipt ofproceeds fiom
Revenue Bonds.

Section 3. The County hereby directs and approves the
issuance, sale and delivery by the Corporation of the Notes, and
the application of the proceeds of the Notes to the purposes set
forth and described in the Resolution of the Board of Directors of
the Corporation of even date herewith, and in the Lease Agreement
and the Mortgage Deed of Trust, hereinafter identified. The
County hereby authorizes and approves the issuance ofNotes,
dated such date as determined by the Financial Advisors,

Section 4. It is acknowledged that the Notes are to be issued by
the Corporation, pursuant to a resolution, acting as the agency and
instrumentality of the County, and as the constituted authority
thereof, for the purpose ofproviding funds to (I) redeem and
refinance the Prior Notes, the proceeds of which were used to
finance the construction of the Project which Project is more
particularly described in the Lease Agreement and the Mortgage
Deed of Trust hereinafier identified and (ii) to pay of costs and
miscellaneous expenses incident to the issuance, sale and delivery
of the Notes. The Project has been and is being financed, acquired
and constructed for public use.

Section 5. A certain instrument designated "Lease
Agreement," intended for execution by and on behalf of the
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Corporation, as Lessor, and the County, as Lessee, is hereby
expressly approved and the same is hereby authorized to be
executed in the name and on behalf of the County, by the County
Judge/Executive, with attestation by the Fiscal Court Clerk. The
Lease Agreement as so executed on the behalf of the County, shall

be tendered to the Corporation in connection with the issuance of
the Notes and upon execution thereof by the Corporation and the

County shall be duly recorded in the office of the Floyd County
Clerk in Prestonsburg, Kentucky. Notes shall be paid 5'om the
Rentals realized through the Lease Agreement.

Section 6. The County hereby expressly approves and directs
the execution and delivery by the Corporation of a certain
"Mortgage Deed of Trust," for the Notes substantially in a form

approved by the Corporation, to the Trustee to be appointed by the

Corporation, by Resolution. Said Mortgage Deed of Trust for the
Notes shall assign in trust to said Trustee all income, revenues and

rights of the Corporation arising under said Lease Agreement, the
Mortgage Deed of Trust, and a Deed to the Corporation dated

April 29, 2002, all to be done for the security of those who shall

from time to time and become the holders of the Notes.

Section 7. The Fiscal Court, by adoption of this Resolution
anticipates that the total principal amount of qualified tax —exempt
obligations which it will issue during the calendar year ending
December 31, 2003 will not exceed $10,000,000 and. therefor
designates the Notes as qualified tax —exempt obligations within

the meaning of Section 265 (b) (3) of the Internal Revenue Code of
1986, as amended.

Section 8. In connection with the undertaking and

implementation by the Corporation of the financing for the Notes,
herein described, which is hereby expressly directed, the

Corporation, its Board ofDirectors and its officers are hereby
authorized and directed to continue to take and carry out any and
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all necessary, desirable or appropriate actions to eQect such
acquisition, construction, installation and Qnancing, including the
appointment of Gillard B.Johnson„ III, of Cox, Bowling k
Johnson, PLLC, municipal Bond Counsel, for purposes of
providing the final approving legal opinion and Ross, Sinclaire k,
Associates, lnc., as Financial Advisors.

Section 9. In connection with the Project, the Corporation has
secured fee simple title to the real estate which shall comprise the
Project and shall be pledged as part security and collateral for the
Notes. The Deed and/or Lease Agreement shall provide that the
County may, at any time, acquire title to the Project free and clear
of the lien of the Mortgages which secure the Notes, with the
County giving to the Corporation and the Trustee notice in
advance, in writing, of the County's intention to purchase the
Project and by paying to the Trustee for the Note holders on or
before the date set forth in such notice, a sum equal to the
principle, interest and redemption premium, if any, which the
Corporation will be obligated to pay if it call of the outstanding
Notes for redemption on such date, together with a further sum

equal to the expenses which the Corporation and Trustee may incur
in calling all of the outstanding Notes for payment on said date.
Upon the happening of any such event and the issuance by the
Trustee of an appropriate certificate evidencing defeasance of the
Notes, the Corporation shall immediately convey all of its right,
title and interest in the Project to the County, free and clear of all
liens and encumbrances created by and under the Mortgage. The
County specifically and approved the conveyance of any Real
Estate, it owns and/or acquires, to the Corporation as is necessary
for the Project.

Section 10. Ifany section, paragraph, clause or provision of
this Resolution shall be held invalid, the invalidity of such section,
paragraph, clause or provision shall not affect any of the remaining
provisions.
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Section 11. All ordinances, resolutions, orders, or parts thereof,

if any, in conflict with the provisions of this Resolution are, to the
extent of such conflict, hereby repealed.

Section 12. The County hereby expressly approves and directs
the Corporation to enter into a written agreement with the County,
it Auditors, if required, and Corporation for the benefit of the Note
holders, where under the parties to said written agreement will
agree to comply with the provisions of Regulation Section
240.15c2-12 of the Securities and Exchange Commission in
providing annual financial information to designated municipal
securities information repositories and, in certain special instances,
to the Municipal Securities Rule Making Board.

Section 13. The County approves and directs the Corporation
to receive bids for the purchase of the Notes and further directs the
Corporation to accept such bids for purchase of the Notes
determined by the County Judge/Executive and the Corporation,
upon the advice of the County's and Corporation's Financial
Advisors, which is the most advantageous and with the most
favorable net interest cost to the County and the Corporation for
the Notes„without further action by the County or the Corporation,
or to reject or all bids.

Section 14. This Resolution shall be in full force and effect
from and after its adoption and approval as provided by law.

Section 15, The County hereby states its intention to issue
Bonds, the proceeds of which will be used to retire and pay in full
the Notes and other costs and expenses with respect to the Project.
The County further resolves that the Bonds authorized by
Resolution number 22, adopted on September 21, 2001 is amended
to vacate and rescind authorization to issue the Bonds referenced
therein. Notwithstanding, the County states and affirms that it will



From:FLOYD COUNTY CLERK'S OFFICE 6068866631 01/16/2013 10:38 ¹225 P.015/017

2
s'4';,„I(Z i,PP,-e

take all actions required to adopt any Resolutions for the issuance
and sale ofRevenue bonds by the Corporation,

Section 16. The recitals herein above stated are incorporated
into the body of this Resolution as if set out here at.

This Resolution was introduced, seconded and adopted at a duly
convened meeting of the Fiscal Court of the County of Floyd,
Kentucky, held on the 4'" day of September 2003.

Motion By: LARRY S 0
Seconded By: GERALD DEROSSETT

ATTEST:

PEGGY COMPTON
Fiscal Court Clerk

PAUL H. THOMPSON
County Judge/Executive

Certificate

I, the undersigned, do hereby certify that I am the duly qualified
and acting Fiscal Court Clerk of the County ofFloyd, Kentucky;
that the foregoing is a true and complete copy of a certain
Resolution duly adopted by the Fiscal Court of the County of
Floyd, Kentucky, at a duly convened meeting property held on the
4 day of September 2003; that said Resolution (together with the
Lease Agreement and the Mortgage Deed of Trust approved
therein) appears as a matter of public record in the official records
of the Fiscal Court; that said meeting was duly held in accordance
with all applicable requirements ofKentucky law, including KRS
61.810,61.815,and 61.820„that a quorum was present at said
meeting; that said Resolution has not been amended, modified,
revoked or repealed; and that same is now in full force and effect.

10





LOCAL DEBT NOTIFICATION —LEASE SUMMARY FORM

Flo d Coun —2005 Water Line Extension Pro'ect

Name. of Entity Enteririg Lease: Floyd. County

Type of Lease: General Obligation

Purpose of.Lease'. Funds are being used to payoff a note maturing June 30, 2005. The
proceeds of the note were used to fund expansions of the County's
water lines

Is the County Obligated:: Yes

J.
Name of Lessor: Floyd county, Kentucky —,kg-A feeu" Qft.fo Io/fffttff t't fJ lkyl i<75

I=.t'n-anC-I 0 q ~t-~,<g+
'atethe Lease Was.Issued: June 2005. (Projected)

4- l-CP
Principal Amou: $2,600,000

Type of Interest Rate: Pixed-

Interest Rate: See included projected schedules

Date of Initial Payment: See included projected schedules

Retirement method: County Genera Funds and an allocation from the water
department as necessary to meet debt payments.

Trustee / Paying Agent: The Bank ofNew York:

Bond Counsel: Peck, Shaffer k, Williams

Fiiiancial Advisor: Ross, Sinclaire 4, Associates



County of Floyd, Kentucky - Series 2005A Generai Obiigaticn KADD Lease
Projected Debt Service Assuming Insured Rates

Assum tlons:

Average Fixed Interest Rate:

Term (years);

Annual Lease Payment of Water District

Avera e Annual Count Pa ment:

4 50%
Q

$100,0DQ

$59,990

Payment Dite

01rDec.05
01-Jun 06.
01-Dec-06 .

, 01-iun-07.

01-Dec-07

01-Jun-06

01-Dec-08

01-Jun 09
01-Dsc.09
01-Jun-'10

.01-.Dec-t0

01-iun.11
01-Dec 11

'1-Jun.12,
01-Oec-1 2

01rJun.1 3
'01-Dec-13

01.Jun.14
01-Dec-14

01-Jun.1 5
01-Dec-15,

01-Jun.1 6.
01-Dec-16
DV-Jun.1 7
01-Dec-17

01-Jun.1 e
01-Dec-1 8

01-Juni1 9
01-Oec-1 9

01.Jun.20
01-Dec-20

01-Jun-2 I-
01-Dec-21

01-Jun.22
01-De'c-22

01-Jun'.23

01-Dec-23

01-Jun.24
OV-Dec-24

01vJun-25

01-Dec-25

01-Jun-26

01-Dec-28

QVdun-27

01-Dec-27

otdunr28 .

01-Dec-'28

01-Jun-29

01-Dec-29

01-Jun-30

01-Dec-'30

'01-Jun-31

01-Dec-31

01-Jun-32

01-Dec-32

01-Jun-33
D'I-Dec-33

01-Jun-34

01-Dec-34

01-iun-35

Totals

Principal 'nterest
Coupon

Payment , Payment

2,80%

2,80%

3.00%

3.10%

3 2P%

3.60%

3.50'/o

3 80%

3.60%

3,80%

4.10%

4.10%

4 VP%

4,30%

4.30%

4.30'/

4.30%

4 5P%

4,50%

4.60%

4.50%

4 60'/

4.so/

4 SP%

4 60'/

4 70%

4,70%

4.70%

4 70%

4 70%

SO,OOO

S0,000

50,000

50,000

55,000

65,000

60,000

80,000

60,000

65,000

65,000

70,000

70,000

7,5,000

80,000

80,000

85,000

BO,OOO

95,000

es,ooo

100,000

105,000

110,000

115,000

120,000

125,000

130,000

140,000

145,000

/150,000

55,555
54,855

54,85S

54,130
54,130
53,38O

53.380
52,605

52,805

51,725

61,725

50,763

50;T63

49,713
49,T13

48,573
48,573
47,433

47,433
46,198
46,198
44,885

44,ees
43,430

43,430

41,995
41.e9s
40,383
40,383
38,863

38,663
36,943

36,943
35,115

35,115
33,090
33,090
30,953
30,953

28,816

28,815

26,565

26,565

24,150
24,150

21,620

21,620

18,975
18,975
16,215
16,215
13,278

13,278
10,223
10,223

6,933
6,933
3,525

3,525

888
eee
875
875
ee3
863
BSQ

850
836
836
823
823
808
808
793
793
778
778
761
761
745
745
728
728
710
710
891
691
671
671
651
651
630
630
608
608
584

584

560

560
535
535
509
509
481

481

453
453
423

423
39'I

391

359
359
324

324

288
286

250

$56,455

$108,443

$55,743
$105,730

$55,0D5

$104,993
$54,243

$104,230
$53,455

$1 08,441

$52,581

$107,548

$51,585

$111,570
$50,52D

$110,5D5

$49,385

$109,350

$48,210

$113,194
$46,959

$111,943
$45,810

$115,593
$44,168

$114,140

$42,7Q5

$117,686
$41,074

$121,054

$39,334

$119,314
$37,594

$122,5T3

$35,745

$ 125,723

$33,898

$12e,s74

$31,536
$126,513

$29,375

$129,350

$27,100

$132,074

$24,859

$134,831
$22,101

$ 137,073

SV 9,428

$139,396
$16,638

$141,606
$13,689

$143,636

$10,581
51M,546

$7,256

$152,220

$3,813
$153,775

$50,000

$50,000

$50,DOQ

$50,DOO

$50,000

$50,000

No,poo

$50,000

$50,000

$50,0DO

Si50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000
$50,000

$50,DOQ

$50,000

$50,000

$50,000

$50,000

$50,000

$50,0DO

Np,oop

$50,000

$50,000

$5D,OOO

$5D,DOD

$50,0DO

SS0,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,00D

$50,00D

$50,000

$50,000

$50,000

$50,000

$5D,ODD

$50,000

$50,000

$50,00D

$50,000

$50,000

$2,600,000 $2,161,320 $38,3T3 $4,799,893 $3,000,000

Fess Total I'aymsnt 's
ms

Less Lease
Net Period

Payment Due of
County

$8,455

$66,443

$6,743

$55,730
$5,005

$54,993
$4,243

$54,23D

$3,455

$58,441

$2,561

$57,548

$1,585

$81,570

$520

$60,505

($635)
$59,350

($1,790)
$63,194

. ($3,041)

$81,943

($4,390)

$65,593

($5,843)

$64,140

($7,295)
$87,686

($8,926)

$71,054

($10,666)

$69,314

($12,408)

$72,573

($14,255)

$75,723

($16,303)
$78,874

($16,484)

$76,513

($20,625)
ST9,350

($22,900)

$82,074

($25,341)
$84,631

($27,899)
$67,073

($30;573)

$89,398

($33,363)
$91,806

($36,331)
$93,636

($38,419)
$100,546

($42,744)
$102,220

($46,188)

$103,7T5

$1,799,693

FY Payment
Due of County

$62,898

$61,473

$59,998

$58,473

Sev,eee

$80,1DB

$83,155

$61,025

$58,715

M1,404

$58,901

$61,203

$58,298

$80,391

$82,128

sse,e4e

$60,186

$81,488

$62,371

$58,049

$58,725

$59,174

$59,290

$59,174

$58,825

$58,244

$57,305

$61,128

$59,4T6

$57,588

$1,799,693

'ees ere annual Trustee Fee paid to Bank of New York and KADD Administrative Fee

03-May-05 RSA





COMMON%EALTH OF KENTUCKY
OFFICE OF THE GOVERNOR

GOVERNOR'S OFFICE FOR LOCAL DEVELOPMENT
05 SLDO 010

IN THE MATTER OF:

Floyd County, Kentucky

Kentucky Area Development Districts Financing Trust

(Water Line Extension Project)

The State Local Debt Officer having considered the entire record in this matter,

including the Findings of Fact, Conclusions of Law and the Recommended Order of the

Administrative Hearing Officer dated May 25, 2005„and with no response thereto filed

and being otherwise duly advised:

Recommended Order of the Hearing Officer be hereby approved, ratified and

incorporated herein as part of IT lS HEREBY ORDERED Tl-lAT the Findings of Fact,

Conclusions of Law and the this decision. The State Local Debt Officer approves and

adopts the findings and recommendations of the Hearing Officer as his own.

The Floyd County Fiscal Court's request to enter into the lease is approved.

Dated at Frankfort, Kentucky this the 10'" day of June 2005.

C

DELL G. LAWR CE
State Local Debt Off'cer
Commonwealth of Kentucky



CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing decision has been
served upon the following by mailing same, postage prepaid, this the 10'" day of June
2005:

CORDELL G. LAWREN
State Local Debt Officer

(1) The Honorable Paul H. Thompson
Floyd County Judge Executive
Floyd County Courthouse
149 S. Central Avenue
Prestonsburg, Kentucky 41653-1960

(2) Floyd County Fiscal Court Clerk
Floyd County Courthouse
149 S. Central Avenue
Prestonsburg, Kentucky 41653-1960

(3) Mr. Dwight Salsbury
Ross, Sinclaire 8 Associates, Inc.
400 Democrat Drive
Frankfort, Kentucky 40601

(4) Delivered by Messenger Mail to:

The Honorable Trey Grayson
Secretary of State
The Capitol, Suite 152
Frankfort, KY 40601



GOVERNOR'S OFFICE FOR LOCAL DEVELOPMENT
OFFiCE OF TKE GOVERNOR

Ernie Fletcher
Governor

1024 Capital Center Drive, Suite 340
Frankfort, Kentucky 4Q601-8204

Phone (502) 573-2382
Fax (502) 573-2939

Toll Free (800) 346-56Q6
www,gold.ky.gov

June 10, 2005

Ellen Williams
Commissioner

Floyd County Fiscal Court Clerk
Floyd County Courthouse
149 S. Central Avenue
Prestonsburg, Kentucky 41653-1960

NOTICE OF DECISION OF STATE LOCAL DEBT OFFICER

Pursuant to KRS 65.940 I am enclosing a copy of my decision approving the issuance of
Flo d Count Kentuck Kentuck Area Develo ment Distrists Financin Trust Water
Line Extension Pro*ect in an amount not to exceed $2,600,000.

The proceeds Rom the lease will be used to finance public water line extensions and

improvements,

Record of this decision should be made in the minutes of the next meeting of the Floyd
County Fiscal Court in accordance with KRS 65.940.

Since')ely,

ORDELL G. LA CE
State Local Debt Officer

Enclosure

cc: The Honorable Paul H. Thompson, Floyd County Judge Executive
Mr. Dwight Salsbury, Ross, Sinclaire &, Associates, Inc.

KentuckyUnbridledSpirit.corn t u~
UIVBRIDI ED SPIRIT M An Equal Opportunity Employer M/F/D



GOVERNOR'S OFFlCE FOR LOCAL DEVELOPMENT
OFFlCE OF THE GOVERNOR

Ernie Fletcher
Governor

1024 Capital Center Drive, Suite 340
Frankfort, Kentucky 40601-8204

Phone (502) 573-2382
Fax (502) 573-2939

Toil Free (800) 346-5606
www.gold.ky.gov

Ellen Williams
Commissioner

June 10, 2005

The Honorable Trey Grayson
Secretary of State
The Capitol, Suite 152
Frankfort, KY 40601

Dear Secretary Grayson:

For your records, I am enclosing a copy of my decision approving the issuance of
Flo d Count Kentuck Kentuck Area Develo ment Districts Financin Trust Water
Line Extension Pro*ect in an amount not to exceed $2,600,000.

The proceeds from the lease will be used to finance public water line extensions
and improvements.

Si rely,

COBDELL 6, LA N E
State Local Debt Officer

/id

Enclosure

KentuckyUnbridledSpirit.corn
LIIVBRIDLED SPIRIT

An Equal Opportunity Employer M/F/D
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COMMON%KALTH OF KENTUCKY
OFFICE OF THK GOVERNOR

GOVERNOR'S OFFICE FOR LOCAL DEVELOPMENT
06-SLDO-01 0

IN THE IIATTER OF:

Floyd County, Kentucky

Kentucky Area Development Districts Financing Trust

(Water Line Extension Project)

RECOlVIlVIENI3ED ORDER

The Fiscal Court of Floyd County, Kentucky (the "County" ) in a Resolution passed and

adopted on May 20, 2005, authorized a plan to finance public water line extensions and

improvements in Floyd County (the "Project") in an amount not to exceed of $2,600,000

with funds provided to the County by the Kentucky Area De'velopment Districts Financing

Trust Small Issuer Loan Program (the "Program" ) through a certain Lease Agreement

between the County and the Program (the "Lease").

Kentucky Revised Statutes 65.944(1) (b) stipuiates that no county may enter into a

lease agreement in excess of $500,000 without first securing the written approval of the

State Local Debt Officer. The County of Floyd, Kentucky, a duly organized and validly

existing county and political subdivision of the Commonwealth of Kentucky, in its

Notification of intent to Lease submitted on April 22, 2005, (the "Notice of Intent" )

Floyd County
05-BLDO-010



requested the State Local Debt Officer to approve the Lease between the County and the

Program and the plan for financing the Project.

A duly-advertised hearing was held in the County on May 20, 2005, at which there

were no comments received from the public and no opposition filed with regard to the

proposed Lease.

Upon receipt of the Notice of Intent and pursuant to notice published in accordance

with Chapter 424 of the Kentucky Revised Statutes, a public hearing was set for May 16,

2005, at 10:00 a.m., (Prevailing Eastern Time) in the third floor conference room,

Governor's Office for Local Development (GOLI3), 1024 Capital Center Drive, Frankfort,

Kentucky. At the time and place set for the hearing, there appeared the following: Dwight

Salsbury, Financial Advisor representing Ross, Sinclaire & Associates, Inc, and Floyd

County; Tom l3obson, Local Government Advisor, l3ivision of Financial Management and

Administration, representing GOLD; Lance Emerson, observer-GOLD and Gene Kiser,

Hearing Officer.

The Hearing Officer, having access to the records of the State Auditor's Office,

having in his possession various documents furnished by the County and the Program, and

having heard testimony presented at the hearing, finds as follows:

FINDINGS OF FACT

'I: The financial condition and prospects of the County warrant a reasonable

expectation that the principal and interest requirements of the proposed Lease can be met

when due without seriously restricting other expenditures of the County.

It is proposed that the semi-annual interest requirements of the Lease be provided

by payments to be made by the County to the Trustee Bank. The request of the County is

that the Program provides funding in an amount not to exceed $2,600,000 to mature on

2
Flayd Caunty
05-SLDO-010



June 1, 2035. The annual debt service is estimated to average $169,017.00(Joint Water

District and County payment) per year bearing interest at a rate of 5.13%.The Lease may

be prepaid in whole provided that the Program is given thirty (30) days written notice of

such prepayment. At the conclusion of the Lease, the Project property to which the

Program holds the title will be conveyed and transferred to the County and/or Water

District,

Floyd County has traditionally operated within its income and it is therefore the

opinion of the Hearing Officer that the County should be able to meet the terms of the

proposed Lease without seriously restricting other expenditures of the County.

2: The proposed Lease and financial plan for the Project appear to serve the best

interests of both the County and a majority of its creditors.

The County has determined thai the project financed by funds obtained from the

Program will serve the best interests of the taxpayers, citizens, and inhabitants of the

County; that this Project and proposed Lease is for a proper public purpose and is

necessary and essential in the interest of proper performance of governmental functions

and duties by the County for the public benefit and well being.

The Hearing Officer concurs with the County that the proposed Lease and financial

plan for the Project is a public project for a public purpose and appears to be in the, best

interest of the County.

3".The proposed Lease and financiai plan for the Project appear to be valid

The Kentucky Area Development Districts Financing Trust (the Program) was duly

created and existing under the laws of the Commonwealth of Kentucky in accordance with

Kentucky Revised Statutes, and a copy of the Declaration of Trust, By-Laws and interlocal

Cooperation Agreement have been filed with the Secretary of State and are a part of this

record. Action of the U,S. Congress in Chapter 1312 of the Tax Reform Act of 1986, as

Floyd County
05-SLDO-010



amended, has allowed and permitted the Kentucky Area Development Districts Financing

Trust, a non-profit corporation, to collectively and jointly create and administer a pooled

leasing program for the acquisition, construction, maintenance and improvement of

necessary real and personal property and to provide an effective means of financing

capital and equipment needs of public agencies in the Commonwealth of Kentucky.

lt appears that the County's contracted indebtedness will not exceed available

revenues for the fiscal year in which the obligation is incurred.

The County proposes to enter into a Lease Agreement with the Program to be dated

on or about June 1, 2005, with an option to renew automatically from year to year. This

use of an annually renewable lease to provide the source of payment for the financing of

the County (or similar entity) has been approved on numerous occasions by the highest

court in Kentucky. See, e.g., Sizemore v. Cia Count et al, 105 S.W. 2nd 841 (1937),

4: Section 158 of the Constitution of the Commonwealth of Kentucky states in part,

"Cities, towns, counties, and taxing districts shall not incur indebtedness to an amount

exceeding the following maximum percentages on the value to the taxable property therein,

to be estimated by the last assessment previous to the incurring of the indebtedness; and

counties and taxing districts, two percent (2%), unless in case of emergency, the public

health or safety should so require."

Based on the assessment previous to the notice of intent to lease mentioned in this

order, Floyd County's 2% debt capacity is listed at $26,855,195. According to the

county's proposed Fiscal Year —2006 budget, Floyd County has stated its indebtedness

at $18,657,454, As the amount of indebtedness requested keeps the county

under its 2% capacity, the approval of this lease meets the constitutional requirement,

Floyd County
05-SLDO-010



It appears that the County's contracted indebtedness will not exceed available

income and revenue for the fiscal year in which the obligation is incurred.

The Hearing Officer therefore finds that the proposed Lease and plan for financing

the Project appear to be valid,

CONCLUSIONS OF LAW

Upon review of the evidence presented at the time of and subsequent to the

hearing, the Hearing Officer conciudes that Floyd County Fiscal Court has met the three

statutory requirements and the Kentucky Constitutional requirement that permits the county

to enter into a lease,

Floyd County
05-SLDO-010



Recommended Order

WHEREFORE, the Hearing Officer, on the basis of the foregoing findings, hereby

recommends approval of the form of the proposed Lease and the plan for financing the

Project with funds provided to the County by the Program. The County shall pay to the

Trustee the amount required by the terms of the Lease; the first payment will be due on

December 1, 2005, with payments through June 1, 2035, which is the maturity date of the

Lease.

The Hearing Officer hereby notes the designation of the Bank of New York, as

Trustee for the proposed Lease.

Various statements and tables contained within this decision were taken directly

from documents related to this financing and provided to the State Local Debt Office.

Dated at Frankfort, Kentucky this the 25" day of May 2005.

6 E KISER, CHO
Hearing Officer
Commonwealth of Kentucky

EXCEPTIONS

Written exceptions to this Order must be filed with Cordell Lawrence, State Local Debt
Officer, 1024 Capital Center Drive, Suite 340, Frankfort, Kentucky 40601 by close of
business June 9, 2005,

Floyd County
05-SLDO-010



CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing decision has been
served upon the following by mailing same, postag prepaid, this the 25'ay of May 2005:

l

G NE KlSER, C 0
Hearing Officer

(1) The Honorable Paul H. Thorripson
Floyd County Judge Executive
Floyd County Courthouse
149 S. Central Avenue
Prestonsburg, KY 41653-1960

(2) Floyd County Fiscal Court Clerk
Floyd County Courthouse
149 S. Central Avenue
Prestonsburg, KY 41653-1960

(3) Dwight Salsbury
Ross, Sinclaire 8 Associates
400 Democrat Drive
Frankfort, Kentucky 40601

Floyd County
05-SLDO-010



COUNTY OF FLOYD, KENTUCKY
Proposed 2005 KADD Lease

%ater Line Extension Project

Projected KADD Lease Using Insured Rates
Projected Debt Service Scheduies ........,......
Projected Sources and Uses..„...,....,.......„...,

Projected KADD Lease Using Non-insured Rates
Projected Debt Service Schedules.................
Projected Sources and Uses.............„...........
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County of Floyd, Kentucky- Series 2005A General Obligation KADL) Lease
Projected Debt Service Assuming Non-Rated Rates

Aseum lions:

Average Fixed Interest Rats:

Term (years):

Annual Loses Payment cf Water District:

Avsra s Annual Count Pa ment:

5,13%
30

$ 'lop,ppp

$69,917

I'ayment
Date

Coupon Principal
Payment

Interest
Payment

Fess'otal
Payment

Net Period
Payment Due of

Payment County

FY Payment
Dus of County

01-Dec-05

01-Jun-06

01-Dec-08

01-Jun.07

01.Dec.07
01-Jun.oe

01-Dec.os
01-Jun-09

01-Dec4)9

01-Jun-1 0

01-Dec-10

01-Jun-11

01-Dec-1 1

01-Jun-1 2

01-Dec.12
01-Jun-1 3

01-Dec-1 3

01-Jun-14

O1-Dec-1 4

01-Jun-1 5

01-Dec.15

01-Jun-1 6
01-Dec-16

01-Jun.17

Q1-Dec-17

01.Jun-1 8

01-Dec-1 8

0 1-Jun-19

01-Dec.19
014un.20
01-Dec-20

01-Jun-21

01-Dec-21

01-Jun-22

01-Dec-22

01-Jun-23

01-Dec.23
01-Jun-24

01-Dec-24

01-Jun-26

01-Dec-25

01-Jun-26

01-Dec-26

01-Jun-27

01-Dec-27

01-Jun-28

01-Dec-28

01-Jun-29

01-Dec-29

01-Jun-30

01-Dec-30

01-Jun.31

01-Dec-31

01Qun.32
01'-Dec-32

01-Jun-33

Q1-Dsc-33

01-Jun-34

01-Dec-34

Qt-Jun.35

Totals:

3.25% 45,000

3.40% 45,000

3.50% 45,000

3,75% 45,000

4.00% 50,000

4,00% 50,000

4,00% 55,000

4 40% 55,000

4 4P% 55,000

4.40% 60,000

4.75% 60,000

4 75% 65,000

4.75% 70,000

5 00% 70,000

5 pp% 75,000

5 QP% eo,ooo

5,10% 85,000

5 1P% 85,000

5 10% 90,000

5.10% 95,000

5 20% 100,000

5 2P% 110,000

5 20% 115,000

5,20% 125,000

5 30% 130,000

5.30% 135,000

5.30% 145,000

5 30% 150,000

5,30% 180,000
82,655,000

5,20% 105,000

62,78S

82,T66

62,055

62,055
61,290
61,290
SO,S03

60,503
M,659
59,859
66,659
58,659
57,659
57,659
56,559
56,559
55,349
55,349
54,139
54,139
52,819
52,819
51,394
61,394
49,650
49,859
46,1ee
46,188
46,436
46,438
44,583
44,563
42,563

42,563
40,395
40,395
38,228

'8,228

35,933
35,933
33,510
33,51O

39,910
30,91O

28,180
28,189
25,320
25,320
22,330
22,330
19,0eo
19,080
15,635
15,635
12,058
12,056
8,215
8,215
4,240

4,240
$2,477,003

Be9

876

876

886
656

855
855
644

844

831

831

819
819
805

805

791
791

77S

778

763
783
748

748

731

731
714

714
696
896

876
67S

656
658
838
636
615
515
593
593
589

see
544

544

518
518
490

490
46'l

461

43O

43O

398

398
364

364

328
328

2SO

290
250

$38,511

863,675

$108,664

882,933

8107,921

$62,156

$197,145

$61,358

$1Q6,346

$8Q,593

$110,490

$59,490

$109,478
$58,478

8113,464
857,364

$112,350

$56,140

$111,126

$54,916

$114,901

$53,581

$113,586

$52,141

$1 'l7,125

$50,661

$120,564

$48,901

$118,884

847,134

8122,115
845,240

$125,22Q

$43,220

$128,199
$41,031

8126,010

$38,843

8128,820

$36,525

$131,501

$34,079

$134,054

$31,454

8138,428

$2S,B98

$138,670

$25,810

$14Q,T81

$22,791

8147,TBG

$19,510

$149,476
816,033

$159,999
812,421

$157,385
88,543

8158,505

$4,530

$184,4SO

85,070,514

$50,000

$5Q,GPO

$S0,000

$50,000
850,009
850,000

$50,000

$50,000

$50,000
$50,000
850,000

$50,000

$50,000

$50,000

$50,000

$59,000
850,000

$50,000

$50,000

$50,000

$50,090

$50,000

$50,009

$50,000

$50,000

$50,000

$50,000

$50,090
$50,000
$50,000
$50,000

$50,000

$50,000

$50,000
850,000

$50,000

$50,QGQ

$50,000

$50,900

$59,000

$50,000

$50,000
$50,000
859,090
$59,090
$50,000

$59,000

$60,090
ssp,ooo

$50,000

$50,000

$50,000
$50,009
$50,000
$50,009

$50,000

$50,000

$50,000

$50,000
$50.000

83,000,000

$13,675

$58,664

$12,833

$57,921

812,156

$57,145

$11,358

$56,346

$10,503

$60,490

$9,490

$59,478

$8,478

$83,464

$7,364

$82,350

$6,140

$81,126
84,916

SS4,9O1

$3,581

$63,566

$2,141

$67,125

$581

870,564

($1,099)

$88,884

(82,886)

$72,115

($4,760)

875,220

($6,780)

$78,199
(88,969)

$76,010
(s11,15e)
$78,820

($13,475)

$81,501

($15,921)
$84,054

(818,646)

$86,428

(821,303)
888,670

(824,190)

$S0,781

($27,209)

$97,780

($30,490)

$99,478

($33,968)
S1OO,SSS

(837,579)
8107,385
(s41,4se)
8108,505
(845,470)

$ 114,490
$2,070.514

$72,339

$70,854

869,301

$67,7Q4

$70,993

sse,9se

$71,941

$69,714

$67,266

$89,818

$67,148

$69,268

871,145

$67,785

S69,249

$70,480

$71,419

$67,P41

$67,683

$68,Q26

$68,133

867,681

$6T,368

SSS,S91

870,551

868,988

$67.031

$69;806

887,048

869,020
82,070,514

'ees are annual Trustee Fee paid to Bank of hlsw York and f(ADD Administrative Fss

03-May-05 RSA
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05"23-05 03(02pm Fram-FLOYD COUNTY FISCAL t666I063
)

7-724 P,02/07 F-062

Floyd
County

Telephone (606) 886 9l93
TDO Bio-648 6066

JUDGE/EXECVHVB of FLOYD COUNTY
COMMONWEAKTH of KFNTUCKY

Floyd iLottrtty Fiscal Cottrt
l49 South Centra( Avenue ~ Suite 9
Prestettsburg, t(eutuo(cy 4!65'3

Psx (606) 886- l 083
e ma'il tteofettlyahoo eom

Mr. Cordell Lawrence, State Local Debt Officer
Deparlment for Local Government
1024 Capital Center Drive
Frankfort, Kentucky 40601

RE: Notice of Intent to Lease

Dear Mr. Lawrence:

In accordance with KRS 66.310,please find enclosed a Notice of Intent to Lease relating
to a lease agreement between the County of Floyd (the "County"} and the Kentucky Area
Development District Financing Trust (KADD), in the approximate principal amount of
$2,600,000 (the "project"). The proceeds of the Lease will he used to fund water line extensions
and improvements in the County,

The County has reviewed its financial statements and has determined that the project is
necessary and that debt service can be met without additional fax levies or a reduction in
services. The County expects the %ater District to pay a portion of the debt service.

Ross, Sinclaire k Associates, Inc. will prepare the preliminary financing plans and other
financial information that you may need, Ifyou have any question of this request or of the
project, please feel free to contact me or Dwight Salsbury with Ross, Sinclaire k Associates, Inc.

Yours truly,

Floyd County Judge ecutiv

Cc: Dwight Salsbury

gg~
tllv8Rlo4.Eo spsprrT

Pluyd County Fiscal Court is commiucd to providing safe, decent and

affordable housing for low-intern» clients with special needs. ~L Mulll 4
oI~ osrvxiTY

pyg(l L<tII'I

V Sg Potj5,'



05-23-05 03:02pm From"FLOYD COUNTY FISCAL e8861083

1

T-T24 P.03/07 F-062

SECOND READING: I I.OYD COUNTY, KENTUCKY ORDINANCE
ICII04-004

MOTION TQ AMRN9: To make the following amendments to
Ordinance 404-004

1. To delete the word "RESOLVED," &om the 4 paragraph

enacting Floyd County Ordinance 804-004 and replace it with the

word "ORD D."

2, To add the foHowing language "and revenues" to the 4
sentence of Section 2. "General Obli ation Pled e." of Ordinance

404-004 and to delete the word "sewer" so that the sentence shall read

as follows:

"Said tax shall be placed before and in preference to all other

items and for the full amount thereof; provided„however, that in each

year to the extent that other taxes and r venues of the Lessee or
revenues of the Lessee's water system are available for the payment

of the Lease Payments and are appropriated for such purpose, the

amount of such direct tax upon all of the taxable property in the

Lessee shaH be reduced by the amount of such other taxes and

revenues so available aud appropriated."

Motion Amend this Ordinance was made by .. and

seconded4y and vote taken as follotvs:
I Against

REUPON, said Motion to Amend Ordinance Itt04-004 was declared passed
and said amendment adopted this the 20 day ofMay, 2005..

PAUL H. THOMPSON,
FLOYD COUNTY JUDGE/EXEC

p IZ I IZ II HI I',"
I

Me g42no5 ~'j

By
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ATTEST:
CHRIS WAUGH, FLOYD COUNTY CLERK

BY;

Fol]owing the vote on the amendment of Ordinance No. 04-004, the Floyd County
Judge/Executive notified the members of the public assembled at the May 20„2005.
Regular Meeting of their right to comment on the contents of Ordinance No, 04-004, as
amended, during public hearing at that time. No comments being received G.om the
public at that time, the Floyd County Judge/Executive brought Ordinance 04-004, as
amended, on for its Second Reading.

PAUJ H. THOMPSON,
F? OYD COUNTY JUDGE/EXEC

ATTEST:
CHRIS WAUGH„FLOYD COUNTY CLERK

p 2 C 2 II Ur la

MAY $ 4 2005 Qi
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ORDINANCE NO,

RN ORDINANCE APPROVING A LEASE FOR THE FINANCING OF A

PROJECT; PROVIDING FOR THE PAYMENT AND SECURITY OF THE
LEASE; CREATlNG A SINKING FUND; AND AUTHORIZING THE
EXECUTION OF VARIOUS DOCUMENTS RELATED TO SUCH LEASE.

WHEREAS, the governing body of the County of Floyd, Kenmcky (the "Lessee") has the

power, pursuant to Section 65.940 et ~se, of the Kentucky Revised Statutes to enter into lease
agreements with or without the option to purchase in order to provide for the use of property for
public purposes;

WHEREAS, the governing body of the Lessee (the "Governing Body") has previously
determined, and hereby further determines, that the Lessee is in need of the Project, as defined in

the Lease hereinafter described;

WHEREAS, the Governing Body has determined and hereby determines that it is in the
best interests of the Lessee that the Lessee and the Kentucky Area Development Districts
Financing Trust (the "Lessor") enter into a Lease Agreement (the "Lease") for the leasing by the
Lessee from the Lessor of the Project;

NOW THEREFORE, BE IT RESOLVED BY THE FISCAL COURT OF THE
COUNTY OF FLOYD, AS FOLLOWS:

Section I. Recitals and uthoxization. The Lessee hereby approves the Lease
Agreement (the "Lease") and all Collateral Documents, as defined in the Lease„each in
substantiaiiy the form presented to this Goveriiing Body. It is hereby found and determined that
the Pxoject identified in the Lease is public property to be used for public purposes. It is further
determined that it is necessary and desirable and in the best interests of the Lessee to eiiter into
the Lease for the purposes therein speciQed, and the execution and delivery of the Lease and all
representations„certifications and other matters contained in the Closing Memorandum with
respect to the Lease, or as may be required by the Lessor prior to delivery of the Lease, are
hereby approved, ratified and confirmed. The Judge/Executive and Fiscal Court Clerk of the
Lessee are hereby authorized to execute the Lease, together wiith such other agreements or
certifications which may be necessary to accomplish the transaction contemplated by the Lease.

Section 2. General Obli ation Pled e. Pursuant to the Constitution of the
Commonwealth and Chapter 66 of the Kentucky Revised Statutes, as amended (the "General
Obligation Statutes" ), thc obligation of the Lessee created by the Lease shall be a full general
obligation of the Lessee and, for the proinpt payment of the Lease Payments, the full faith, credit
and revenue of the Lessee are hereby pledged. During the period the Lease is outstanding, there
shall be and there hereby is levied on all the taxable property in the Lessee„ in addition to all
other taxes, without limitation as to rate, a direct tax annually in an amount sufficient to pay the
Lease Payments on the Lease when and as due, it being hereby found and determined that
current tax rates are within all applicable limitations. Said tax shaH be and is hereby ordered
computed, ceitified, levied and extended upon the tax duplicate and collected by the same
officers in the same manner and at the same time that taxes for general purposes for each of said

II
I gtl ('8 II i
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years are certified, extended and co]lected. Said tax shall be placed before and in preference to
all other items and for the full amount thereof; provided, however, that in each year to the extent

that the other taxes of the Lessee or revenues of the Lessee's sewer system are available for the

payment of the Lease Payments and are appropriated for such purpose, the amount of such direct

tax upon all of the taxable property in the Lessee shall bc reduced by the amount of such other

taxes and revenues so available and appropriated.

There is hereby established with thc Lessee a sinking fund (the "Sinking Fund" ). The
funds derived from said tax levy hereby required or other available taxes and revenues shall be

placed m the Sinking Fund and, together with interest collected on the same, are irrevocably

pledged for the payment of all Certificates or obligations issued under the General Obligation

Statutes and all Tax Supported Leases, as defined in General Obligation Statutes, including the

Lease herein authorized, when and as the same fall due, Amounts shall be transferred from the

Sinking Fund to the Lessor at the times and in the amounts required by the Lease.

Secdon 3, Investment f unds. Ross, Sinclairc Sc Associates, Inc., as Program
Administrator, is hereby authorized to direct the Trustee to invest funds on deposit under the

Lease in such manner, subject to all legal ihnitations, as will, in the Program Adminisuator's

judgment, produce the mdst favorable financial result for the Lessee.

Section 4. Severabili . If any Section, paragraph or provision of this Ordinance shall be
held to be invalid or unenforceable for any reason, the invalidity or unenforceability of such
Section, paragraph or provision shall not affect any of the remaining provisions of this
Ordinance.

Section 5. S shine Law. This Governing Body hereby finds and determines that all
formal actions relative to the adoption of this Ordinance were taken in an open meeting of this
Governing Body, and that all deliberations of this governing Body and of its committees, if any,
which resulted in formal action, were in meetings open to rhe public, in full compliance with
applicable legal requirements,

Section 6. Conflicts. All ordinances, resolutions, orders or parts thereof in conflict with
the provisions of this Ordinance are, to The extent of such conflict, hereby repealed and the
provisions of this Ordinance shall prevail and be given effect.

Section 7, 've Date. This Ordinance shall take effect from and after its passage
and pubhcatian of a summary thereof, as provided by law.

i p{g E(UI < "i'.

MPy g 4 2005
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lNTRODUCED, SECONDED AND ADOPTED, at a duly convened meeting of the

Governing Body, held on bA 60 ~~s, 2005, after first reading held on iW-cr signed

by the Judge/Executive of the essee, attested by the Fiscal Court Clerk, fi)ed and indexed as

provided by law.

ATTEST:
Judge Executive

seal Co Clerk

3D460%I

( t2gg)iJ
5'N

g 4 2005
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Floyd
Gouttty

Telephone {606)BBB-BtBS
TOO Btc446.6666

iRO!heII'( 0. Ã)wsheII
,)UDGE/E>(ECUTIVE of FLOYD COUNTY

COMMONWEALTH of l<ENTLtCKY

Floyd Gourtty Fiscal Court
f48 south central Ahrenus- suits 6
Prsstcnsburg, Kentuclcy 4t 688

F~ {6{is)Bss.taSS

SG)LITHE
co Flo)rd Cortnry Rscof Court

The Bank ofNew York Company, N.A..
625 Vine St, Suite 900 Cincinnati, OH 45202

LOAN Nutnber 8 IQh&92005 147K
Closing Date.'6/Ztt/2005

30 yrs an Avg, Intcrerk rate of 4 55%

Total Principal $ 2,600,000.00
Total Interest $ 2 227 794.63

$ 4,tt24,794 63 Total Issue

Outstandutg
Principal $ 2,230,000.00

Outstanding
Interest $ 1 390 321.96

$ 3h620,82L96

Money Due (2012-13 Budget)

Next Paymeut - due Dec, 1, 2012 $51„277.50tTnterest Only)

Foll owing
Payment: - due Junc 1, 2013 $ 111,277,50pri ctpal Zc Interst)

II,lg7Pr {

llNBFrll7LS'D sPIRtr
Floyd county Ftsost coun Is commilted lo ptovtdtng safe, decent snd

sftordsbts housing for tow-tncoros ollsms with special needs hhohehhhh
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Beyer, Jonathan (PSC)

From:
Sent:
To:
Subject:
Attachments:

Dwight Salsbury <dsalsbury@rsamuni.corn>

Tuesday, January 29, 2013 9:22 AM

Beyer,Jonathan (PSC)

Floyd County
20130128094210570.pd f

Categories: Red Category

Jonathan—

Attached are the final schedules from the Floyd County KADD deal, The sequence of prior issues went like this:

1. The County issued $2,175,000 in Bond Anticipation Notes (BANs) on October 1, 2001 to "construct and install water

lines in southern portions of Floyd County". The BANs were due October 1, 2003.
2. In 2003, the County issued $2,395,000 in renewal BANs dated 9/10/03 to roll over the above. The BANs were due

10/1/04.
3. In 2004 the County issued $2,455,000 in renewal BANs dated 10/1/04 to roll over the above. Those BANs were due

6/30/05.
4. In 2005 the County issued the long term debt that paid off the above (through KADD).

I can send you information on any of the above. Just let m know what you are looking for.

Dwight Salsbury

Ross, Sinclaire 8 Associates
325 West Main St.
Suite 300
Lexi'ngton, KY 40507
Phone: 800-255-0795
Fax: 859-381-1357

---Original Message---
From: Ricoh Suave rsamuni.corn mailto:Ricoh Suave rsamuni.corn

Sent: Monday, January 28, 2013 9:42 AM

To: Dwight Salsbury

Subject:

This E-mail was sent from "RNPOA4E58" (Aficio MP 5001).

Scan Date: 01.28.201309:42:10(-0500)
Queries to: Ricoh Suave rsamuni.corn

*****CONFIDENTIALITY NOTICE*****

This email transmission and any attachments to it are confidential and intended solely for the individual or entity to
whom it is addressed. Any unauthorized review, use, disclosure or distribution is prohibited.!f you have received this





COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF SOUTHERN WATER )
AND SEWER DISTRICT OF FLOYD AND KNOTT )
COUNTIES, KENTUCKY, FOR A CERTIFICATE )
OF PUBLIC CONVENIENCE AND NECESSITY )
TO CONSTRUCT, FINANCE AND INCREASE )
RATES PURSUANT TO KRS 278.023 )

CASE NO.
2005-00374

ORDER

On September 19, 2005, Southern Water and Sewer District ("Southern Water" )

submitted an application for a Certificate of Public Convenience and Necessity to

construct, finance, and increase rates for a $225,000 waterworks improvement project.

This project consists of the installation of a new booster pumping station, a master

meter at the Allen Water Treatment Plant, replacement of eight 2-inch meters, and the

replacement of a pressure reducing valve at Kentucky Highway 850 and related

appurtenances. Project funding includes the issuance of $225,000 of its Water System

Revenue Bonds to the U.S. Department of Agriculture's Rural Development ("RD").

Southern Water's application was made pursuant to KRS 278.023, which

requires the Commission to accept agreements between water utilities and the U.S.

Department of Agriculture or the U.S. Department of Housing and Urban Development

and to issue the necessary orders to implement the terms of such agreements within 30

days of satisfactory completion of the minimum filing requirements.



Given that minimum filing requirements were met in this case on September 19,

2005, KRS 278.023 does not grant the Commission any discretionary authority to

modify or reject any portion of this agreement.

IT IS THEREFORE ORDERED that:

Southern Water is granted a Certificate of Public Convenience and

Necessity for the proposed construction project.

2. Southern Water's proposed plan of financing with RD is accepted.

3. Southern Water is authorized to issue $225,000 of Water System

Revenue Bonds at an interest rate not to exceed 4.25 percent per annum for 40 years.

4. The proceeds from the loan agreement with RD shall be used only for the

purposes specified in Southern Water's application.

5. Notwithstanding Ordering Paragraph 4, if surplus funds remain after the

approved construction has been completed, Southern Water may use such surplus to

construct additional plant facility if RD approves of the use, and the additional

construction will not result in a change in Southern Water's rates for service, Southern

Water shall provide written notice of this additional construction in accordance with 807

KAR 5:069, Section 3.

6. Southern Water shall file a copy of the "as-built" drawings and a certified

statement that the construction has been satisfactorily completed in accordance with the

contract plans and specifications within 60 days of the substantial completion of the

construction certified herein.

7. Southern Water shall monitor the adequacies of the expanded water

distribution system after construction. If the level of service is inadequate or declining,

Case No 2005-00374



or the pressure to any customer is outside the requirements of 807 KAR 5:066, Section

5(1), Southern Water shall take immediate action to maintain the level of service in

conformance with the regulations of the Commission.

8. Southern Water shall notify the Commission one week prior to the actual

start of construction and at the 50 percent completion point.

9. The rates set out in Appendix A, which is attached hereto and

incorporated herein, are the rates approved for service rendered on and after the date

of this Order.

10. Within 30 days of the date of this Order, Southern Water shall file with the

Commission its revised tariffs setting out the rates approved herein.

11. Three years from the effective date of this Order, Southern Water shall file

an income statement, along with any pro forma adjustments, in sufficient detail to

demonstrate that the rates approved herein are sufficient to meet its operating

expenses and annual debt service requirements.

Nothing contained herein shall be deemed a warranty of the Commonwealth of

Kentucky, or any agency thereof, of the financing herein accepted.

Case No. 2005-00374



Done at Frankfort, Kentucky, this 14th day of october, 2005.

By the Commission

ATTEST:

Executive Director

Case No. 2005-00374



APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2005-00374 DATED Gcvoaza 14, 2005

The following rates and charges are prescribed for the customers in the area

served by Southern Water and Sewer District. All other rates and charges not

specifically mentioned herein shall remain the same as those in effect under authority of

the Commission prior to the effective date of this Order.

Monthl Water Rates

First 2,000 gallons
Over 2,000 gallons

Wholesale rate to city of Hindman

5 '16.50 minimum bill

5.60 per 1,000 gallons

2.40 per 1,000 gallons





Southern Water and Sewer District
Contract No. 27 —Morg Branch Pump Station
System Maintenance, Repairs, and Upgrades

Final Engineering Report
August 2005

O'rien 8 Gere Engineers, Inc.
2333 Alexandria Drive

Lexington, Kentucky 40504
859.514.6055

Submitted By:

Ja es C. Thompson, P.
Project Engineer

>~g5ltifgyg>
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SOUTHERN WATER AND SEWER DISTRICT
FINAL KNGINKKRING RKPORT

WATER SY'STEM IMPROVEMENTS

I. GENERAL

The Southern Water k Sewer District was formed in March 2000 with the merger of the
Mud Creek and Beaver Elkhorn Water Districts. The District employs Veolia Water
North America to operate the water and sewer systems. The existing system consists of
a 2 MOD surface water plant, over 269 miles of lines with 24 tanks and 26 pump stations
serving 6,031 customers.

II. PROJECT PLANNING AREA

The Southern Water k Sewer District is located in Floyd County, Kentucky. The District
serves the southern part of Floyd County from Route 80 south and Route 23 west. The
District also serves a few customers in Knott County including selling water wholesale to
the City of Hindman. The major land attributes are high mountains with narrow hollows
prone to flooding.

III. EXISTING FACILITIKS

A. Location Map

A map of the county showing the extent of the water system is located at the end of this
report.

The Beaver Elkhorn and Mud Creek systems were originally built in the late 1960's and

early 1970's with EDA Amds. The Mud Creek system was constructed in the early
1970's with portions of the system renovated in 1987. The Beaver Elkhorn system has a
water plant, which was expanded from 1 to 2 mgd in 1992. There were several tanks and

pumps added to the system in 1992 along with a line extension from Hi Hat to
Weeksbury. There was also an AML funded line extensions in Bill Hall Branch in 1999
and Arkansas Creek in 1997. The systems were merged in early 2000 to form the
Southern Water 4 Sewer District. Since 2001 the District has undertaken several

projects that have added over 1,100 customers, constructed over 74 miles of lines, nine

storage tanks, and 14 pump stations.

C. Condition of I'acilities

Present Condition — The District has been very aggressive in extending service and

repairing existing assets. While funds are tight, the District works consistently to
improve the facilities.

8/3 1/2005



Suitability for Continued Use —The majority of the system is adequate for continued use.

Water Supply —The system gets water from two sources: the City of Pikeville and its
own 2 MOD plant. The City of Pikeville can pump a maximum of 550,000 gallons per
day. The current use averages between 233,000 to 300,000 gallons a day. The water
plant has a capacity of 2 mgd and is currently pumping 1.6 mgd. The District has the
ability to buy ~ater from the Sandy Valley Water District through an eight-inch
connection at Harold, the City of Prestonsburg from a six-inch connection on Prater
Creek, an 8-inch connection close to the City of Martin and a six-inch connection on
Route 7. Emergency purchases have been discussed with all utilities.

Treatment, Storage and Distribution Facilities —The distribution and storage is adequate
at the current time

Compliance —The system is in compliance with both DOW and PSC regulations.

D. Financial Status

The District has added many customers that have increased cash flow however, there
have been additional expenses incurred by the District that have hindered the District's
financial position.

In addition to increased debt as a result of a 2000 Rural Development project, the District
has been asked by the Floyd County Fiscal Court to assume the debt payment on the
funds the Court provided to the District for the 2000 Rural Development project.
Initially, the Court was going to pick up the debt service on their contribution but the
County has had financial difficulties and has requested that the District beginning paying
the debt service of approximately $100,000 per year.

The District retains Veolia Water North America for professional operation and
management of the system. The District is behind on some payments to Veolia Water but

hope that the rate increase will enable the District to pay its obligation to Veolia.

IV. XKKD FOR THK PROJECT

A. Health aud Safety

The project proposed by Southern Water is multi-faceted. A number of the proposed
improvements: installation of new pump station at Morg Branch, repairs at the water
treatment plant, and replacement of pressure reducing valves will improve the water
quality by boosting pressures. The other activities in the project: replacement of large
meters, and installation of a bypass meter at the Martin storage tank will improve the
operations of the District and should improve the cash flow with more accurate meters.

8/31/2005



8. System OkM

The Southern Water and Sewer District is operated and managed by Veolia Water North
America. Veolia provides all personnel to the District and handles all the day to day
operations of the District.

The proposed activities will improve operations of the District and replace old, worn out
equipment.

C. Growth

The historical trends are based on census information. The trend shows a gradual
decrease in the population for Floyd County.

1990
Population 43,586

2000
42,441

2020
41,570

2030
40,257

The population decrease however does not reflect the needs of customers not served by
water. The District has requests from approximately 350 families for line extensions.
The District already serves Hindman with 50,000 gallons per day of water.

V. AL TEElVA TIVES CONSIDERED

The proposed project consists of the following activities:

1.
2.

Installation of new pump station at Morg Branch
Repairs at the Allen Water Treatment Plant —to be accomplished with Coal
Severance grant
Replacement of large meters in the distribution system
Replacement of the pressure reducing valve at Route 850

These are very specific improvements to the District's system. No substantial
alternatives exist that would satisfy the District's objectives in undertaking these
improvements.

8.Project Deslglt

The activities proposed required at a minimum development of specifications. The Morg
Branch pump station is the only item that required the development of plans and
specifications. The pump station was designed by the District's engineers and approved
by the Kentucky Division of Water.

The project was bid during the month of August 2005 with the bid opening August 29,
2005. There were two bidders on contract 27. The low bidder was Kenny, Inc. of Mt.
Sterling, Kentucky, with a bid of $214,717.00. The bid amount, when added to the
project non-construction cost exceeds the project budget.
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CONCLUSION AND RKCOMMKNDATIONS

The recommendation to the Southern Water and Sewer District Board was to accept the
low bid with the elimination of three items to bring the cost within the project budget,

The items included in the bid were:
1. New Morg Branch pump station
2. Removal of existing Morg Branch pump station
3. Telemetry at Morg Branch pump station
4. New master meter at water treatment plant
5. Replacement of eight 2 inch meters in the distribution system
6. Replacement of one 3 inch meter in distribution system
7. Replacement of PRV along KY 850.

The attached bid tabulation shows the bid price for all seven items. O'rien k Gere
recommended award to Kenny, Inc., with a change order executed at contract signing
deleting the following three items. The District accepted the recommendation to
eliminate these three items, which bring the total construction cost to $168,067.00.

1. Removal of existing Morg Branch pump station
2. Telemetry at Morg Branch pump station
3. Replacement of one 3 inch meter in distribution system

ATTACHMENTS:

Map of District
Bid Tabulation
Engineers Letter of Recommendation
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41%7
MINUTES OF SPECIAL CALLED MEETING I-IEI.D Thurs, .«EPTEIIBER 2, 200, Q

4 00PM

IN ATTENDA1'<Cl::
HLJBERT HALBERT, CH.. IAN
PAULA JOHNSON, SECRETARY
BERT LA~, TPLASURER
EULA HALL, COMMISSIONER
PAl MER FRASKY~E COMIVIISSIONER
BOB lvtEYEB. VEOLIA WATER
TINA MOSLEY, VEOLIA WATER

A. Meeting was called to order , 4.00 pm by Hubert IIalber t..

B. PROPOSED WATER RATE INCPWASI"

Bob Meyer presented the boarcl with a packet of data containing current k
pl'oposccl I ates ancl vai ious suppoi'ting clocumcl'ltatlorl. Suppol'ting documentation
included historical usage and billing data, a curreni: ancl projected District bljdget,,
and the proposed new rate stmcturc. Inclucled with thc budget was current debt
service (IGA and RD loans) and $ 1 00,000 00 additional debt service per year to
assist Floyd County Fiscal Court with retirement of a, bond issue by the fiscal
court to assist with the Distric'L's expansion program,

Budget data i eflectcd a significant increase in elecrric costs due to the rrumber of
new pump stations that have been installed over the last 4 years. It also ieflected
a proposed increase in the Veolia management fee and a. justification for the
increase in the fee As well, it included amortization of past due management fees
due to Veolia —this past duc amount will be amortized over a five year period.

Thc pl'oposccl ncw Rratc Stl'U.cturc Is

Minimum Bill (2,000 gal);
Rate per 1,000 gal above 2,000
Wholesale Rate (per thousancl)
Average overall increase: 15, t%

as follows
$ 16 30 (10% Incr ease)
$5 20 (20.9% Increase)
$2.40 (20% Increase)

A family with an average of 4,000 gallons would be billed for $26. /0.
These rates will have to be submitted to and approved by the PSC before they are
implemented.

Eula Hall expressed her concerns about raising rates and whether many of our elderly and
low income customers coulcl afford the higher rates There was a. lengthy cliscussion on
the necessity of increasing the rates in order to keep the District. in stable financial
condition. Subsequent to this discussion, Hubert IIalbert stated I,hat he supported the rate



lncj. cRsc Rncl thc lrlcI case ln thc Vcoli a. Management fcc> but 1ndIcatcd tliat, hc felt the
Veolia fee increase should not happen until the District's mater rate increase has been
appI'ovcd.

MOTION TO APPROVE THE PROPOSED RATE INCREASE . SUBMIT
SA~ S O I HT:. ANTI.ICI< Y PIIBI.,IC SERVICE COM|~IISSION; TO
APPROVE THE INCREASl. IN TIIE VEOLIA lVlANAGEMENT FEE AFTER
TlIE DISTRICT'S WATER RATE INCREASE IlAS BEl;N FORMAL,L Y
APPR.OVED,
MOTION MADE HY. PALMER FRASUIV:-
SECOND rl Y BERT LAYNE
Motion approved by all commissioners with the exception of'Eula Hall. Shc
indicated. that, she had not had. sufficient time to study the analysis and
documentation supporting f'r the rate increase and felt that it would be a. burden
foI'Tlany Of OUI'UITCnt CUStomCI"S.

With no further business the meeting was adjourned at 5.05 pm. Pcisserl by the
conlIYlissioncrs of thc SoutilcITl Watci' Scwci Disti'ict on this,;, 'ay of
,,:,,j,i 2004.

I

,)

H'.libel t Hal)cl t, Cha.il man

Atte~<c by
/

/

r
j

(
/ I!

( (,„„,!,/',!.«,),
j:- aula Johnson, Sec etaiy



Attachment H

in Case No 2002-00166, the Commission approved Southern District's request

to construct and finance a $6,172,900 waterworks improvement project. A copy of the

Commission's Order approving this request is included herewith as Attachment H-1. As

stated in the Order, the financing included a contribution from the Floyd County Fiscal

Court in the estimated amount of $2,474,000.

To provide the contribution, the fiscal court issued 30 year bonds totaling

$2,600,000 that carry an average rate of interest of 4.55 percent, The bonds are held

by The Bank of New York Company, N.A Evidence of the bonds is included at

Attachment H-2, As shown on Attachment H-2, the most recent annual principal and

interest payments total $ 162,555

As memorialized in the letter dated December 8, 2004, as included herewith at

Attachment H-3, the fiscal court provided the contribution to assist Southern District in

the development and expansion of water facilities to those without potable water service

in Floyd County, As stated in the letter, Southern District was able to provide service to

an over 2,400 residents in southern Floyd County with this project When the fiscal

court committed to provide the contribution, Southern District had exhausted all other

opportunities to complete the financing package for the project Absent the fiscal court's

contribution, it is likely these customers would remain without service today.

At the time it committed to the contribution, the fiscal court had no intention of

seeking payment of the bonds from Southern District, however, in early 2004, the fiscal

court began suffering great financial hardship and sought relief from Southern District

for a portion of the bond payments At a meeting held on August 23, 2004, Southern

District's Board of Commissioners agreed to pay $100,000 per year for the purpose of



retiring a portion of the fiscal court bonds. A copy of the minutes from this meeting is

included herewith at Attachment H-4.

Southern District's current Board of Commissioners is of the opinion that the

annual payment is reasonable and should be included in the calculation of Southern

District's revenue requirement. In support of its position, Southern District notes that the

amount of the payment represents only a pot%ion of the total amount of the annuai bond

principal and interest payment and absent the bonds, over 2,400 residents of Floyd

County would remain without potable water service

-2-



December 8, 2004

Paul Hunt Thompson
Floyd County Judge-Executive
Floyd County Courthouse
149 South Central Avenue
Prestonsburg, KY 41663

RE. Floyd County Bond issue

Judge Thompson:

Subsequent to the merger of Beaver Elkhom Water District. and Mud Creek Water
District in March of 2,000, the merged entity, Southern Water 8 Sewer District, began a
major expansion of its water distribution system. The District was successful in securing
a significant amount of grant funds for this expansion effort, but at the same time had to
borrow additionai loan funds.

In order to minimize the impact on customer rates, the Floyd County Fiscal Court
elected to borrow approximately $2,000,000,00 in bond funds to assist Southern 5/ater 8
Sewer District with this expansion. With the Fiscal Court assuming responsibility for this
debt, the water district's debt load would be decreased and customers would have to pay
less for their monthly water bilis It was aiso understood that all assets purchased with
these bond funds (ie: new water lines, tanks, pump stations, etc,) would be owned by
Southern Water 8 Sewer District and not by the Fiscal Court

As a result of the Fiscal Court's efforts and financial support, Southern Water has
completed several major expansions and increased its customer base significantly (see
attached}. At your request, the District recently agreed to assist the Floyd County Fiscal
Court in repaying the debt on the bond issue, in the amount of 3100,000 00 per year
(see attached letter)

Without your and the Fiscal Courts'inancial assistance, the District would not
have been able to provide public water service to over 2,400 additional customers in

southern Floyd County Please let me know if you need any additional information or
cIarification related to this debt or its impact on Southern Water 8 Sewer District

Sincerely,

kg
Ro ert L yer, roject Manager

Enclosures-~

Cc: Hubert Halbert, Chairman, Southern Water 8 Sewer District
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RESOLUTION NO.

A RESOLUTION OF THE FISCAL COURT OF THE COUNTY OF FLOYD,
KENTUCKY DIRECTING THE FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION TO TAKE CERTAIN FORMAL ACTIONS
AS THE AGENCY AND INSTRUMENTALITY AND AS THE
CONSTITUTED AUTHORITY OF THE COUNTY OF FLOYD,
KENTUCKY SPECIFICALLY DIRECTING> AUTHORIZING AND
APPROVING THE SALE AND ISSUANCE OF $2 450 000 FLOYD COUNTY,
KENTUCKY PUBLIC PROPERTIES CORPORATION FIRSTMORTGAGE

E BOND ANTICIPATION RENEWAL NOTES (WATER
PROIECT), SERIES 2004, DENOTES") IWHICH AMOUNT MAY BE
INCREASED OR DECREASED BYAN AMOUNT NOT TO EXCEEDTEN
PERCENT (10%)ll AND DIRECTING AND AUTHORIZING OTHER
NECESSARY ACI'IONS, AS THE AGENCY, INSTRUMENTALITY AND
CONSTff UTED AUTHORITY, AND ON BEHALF OF THE COUNTY OF
FLOYD, KENTUCKY, IN ORDER TO REDEEM AND CETHE
FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES CORPORATION
FIRSTMORTGAGE REVENUE BOND ANTICIPATION NOTES (WATER
PROIECT), SEIUES 2003 ("PRIOR NOTES")THE PROCEEDS OF(WHICH
WERE USED TO REDEEM AND REFINANCE THE FLOYD COUNTY>
KENTUCKY PUBLIC PROPERTIES CORPORATION FIRSTMORTGAGE
REVENUE BOND ANTICIPATION NOTES (WATER PROIECT), SERIES
2001 ("SERIES 2001NOTES")THE PROCEEDS OF WHICH WEI?E USED
TO FINANCE THE CONSTRUCTION AND INSTALLATION OF
WATERLINES WITHIN THE COUNTY; APPROVING AND ADOPTING
A CERTAIN LEASE AGREEMENT BY AND BETWEEN THE
CORPORATION, AS LESSOR, AND THE COUNTY OF FLOYD,
KENTUCKY, AS LESSEE; APPROVING A MORTGAGE DEED OF TRUST
SECURING THE NOTES AUTHORIZING THE PRIVATE SALE OP THE

!

NOTES TO SOPHIST I CA fED INVESTORS ONLY; APPROVE>IG OTHER
CONTRACTS, DOCUMENTS AND ACTIONS NECESSARY OR
APPROPRIATE TO CARRY OUT THE FINANCING PLAN, INCLUDING
AN OFFICIAL STATEMENT OF THE CORPORATION; AUTHORIZING
APPROPRIATE OFFICIALS OF THE COUNTY OF FLOYD, KENTUCKY
TO TAKE ANY AND ALL ACTIONS NECESSARY TO CARRY OUT THE
FINANCING PLAN IN COOPERATION WITH THE CORPORATION.

WHEREAS, the Floyd County, Kentucky Pubic Propexnes Corporation, (tbe "Coxporation"),
a 0onprofit, nonstock corpomnon, has been duly organ>zed and created pursuant to and rants under
Kyntucky law to serve as the agencp, iusnumentahty and constituted authority of rhe County of Plopd,
Kentucky (the "County" ) in the plarming, development, acquismon md fiosncing ofpublic pmjccts in
furtherance of the propet pubhc purpose of the County, as provided by Secnon 58.180of tbe1<entucky
Rpised Statutes; aod

! WHEREAS, by Resoluuon dated September 4, 2003, the Cotmtp authorized the "Flopd County,
Kentucky Pubhc Pxoperties Corporation Fust hlortgage Revenue Bond Anticiparion Renewal Notes

ster Project), Sensa 2003 ("Pnor Notes" ),which were issued by the Corpomuon bp Resolution dated
tember 4, 2003;

WHEREAS, the County has determined that nsuance of Revenue Bonds at this rimc is not
appropriat and has deteuruned that issuance of "Flopd County, Kentucky Pubgc Properties
Cprpomtion First Mottgage Revenue Bond Anticipation Renewal Notes (Watet Project), Series 2004
("Pote>") is pmper and in the best intexest of the County;

WHEREAS, the County has mdicated that it will nsue Revenue Bonds to redeem the Notes on
oq prior to the maturity date of the Notes;
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WHEREAS, the County deems it necessary that the Coqmtation act as its agency,
instrumentality and consututed authority in connection with the issuance of Floyd County, Kentucky
Public Propenies Corporanon Fnat Mortgage Revenue Bond Andctpsnon Renewal Notes (Water
Pmject), Series 2004$ 'Notes") m the approximate amount of $2,450,000, (which amount may be
increased ot decrees by an amount not to exceed 10%), to g) redeem and reste the "Floyd County,
Kentucky Public

Properties
Corpomtion Fust Mortgage Revenue Bond Anticipation Notes (Water

Project), Sexier 2003'n the pdncipal amount of $2,393,000, ("Pnot Notes" ) the proceeds of which
were used to redeem and retire the "Floyd County, Kentucky Public Properties Cotpomtion Fmt
Mortaaxc Revenue Bond Anticijxation Notes (Water Project, Series 2001"in tbe pxincipal amount of
$2,1'/3,(j00, ("Seties 2001 Notes ') the proceeds 6om stud Senex 2001 Notes used to Seance the cost
of construcnon and installation of watcrlines mthin the County, and (6) pay the cost of issuance with
respect to the Notes;

NOW THEREFORE, BEIT RESOLVED BYTHE FISCAL COURT OF THE COUNTY
Ot'LOYD, COMMONWEALTH OF KENTUCKY, AS FOLLOWS:

'Ibe Corpomtion, as the agency and insnumentality and the constituted authority of
thc County, is hereby directed to forthwith adopt such resolutions and orders and to take such acnons
aa may be necessary foc the formal authorixanon by the Corporation of $2,450,000 Floyd County,
Kentucky Public Properties Corpomnon First Mortgage Revenue Bond Anncipation Renewal Notes
(Watec Project), Senex 2004, [wluch amount may be increased or decreased by the amount not to exceed
ten percent (10'/o)], to be dated such date as detemuned by thc Financial Advisonc The maturity,
squushy provisions, redemption provhions, foxm ofNotes, condidon of sale of tbe Notes and all of the
trxms and prorisions incident to said Notes shall be in accordance with the provisions ~hick ace set
fqrth m the Lease Agreement and Mongsge Deed of Tmst, heteinahet identdied.

2. Itis intended that the Notes shaB be secured by the pledge oE the Lease Agreement,
attd the revenues tberekom as ptovided in the Mortgage Deed of Trust; and that the proceeds fmm
Revenue Bonds shall be used, m part, to pay in fug, the outstanding pnncipal balance, plus accmed
iqterest, of the Notes, due at the tune of the issuance and receipt of pmceeds from Revenue Bonds.

~cti 3 The County hereby dnects and approves the issuance, sale and delivery by the
Corpotanon of rhc Notes, and the application of the proceeds of the Notes to the puxposes set forth
and descdbed in tbe Resolution of the Board of Directors of the Cotpomtion of cvea date herewith,
apd in the Lease Agrerment and the blot tgage Deed ofTrust, hereinafter identiged. The County hereby
aurhodacs and approves the issuance ofNotes, dated such date as determined by the Fiaancial Advisors.

4 Itis acknowledged that the Notes are to be issued by thc Cotpomtion, pursuant to
a resolution, acting as the agency and mstrumentality of the County, and as the constituted authoritv
thereof, for the purpose of provx%ng funds to 6) redeem and refinance the Poor Notes, thc proceerfs
qf which were used to redeem and re6nance the Sexies 2001 Notes, the pmceeds of which were used
tn gnance rhe consnuction of the Project which Project is more pardcularly described in the Lease
xjgreement snd the Mortgage Deed of Trust hereinafter identigcd and (ii) co pay of costs and
quscegsneous expenses inxxdant to the issuance, sale and delivety of the Notes. The Pmject has been
and is being 6nanccd, acquired and constructed for public use.

~tio . A certain mstnunent designated "Lease Agrceinent," intended for execution by and
behalf of the Coqxoranon, as Lessor, and the County, ss Lessee, is hereby expressly approved and

e same is hereby authonzed to be executed in the name and on behalf of the County, by the County
Judge/Executive, with attestation by tbe Fiscal Coun Clerk. Tbe Lease Agistment as so executed on
tbe behalf of the County, shall be tendered to the Corpotation in connecnon with tbe issuance of tbe
Notes and upon execunon tbmeof by the Corporation and the County shall be duly recorded in tbe
qfiice of the Floyd County Clerk in Prestonsburg, Kentucky. Notes shag be paid from the Rentals
malized thxough the Lease Agreement.
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~tio 6. The County hereby expressly sppoves and ihrects tbe execution and delivery by the
Corporation of a cercun "Mortgage Deed of Truer, 'or the Notes substanriafly in a fonu appmved by
the Coqmrarion, to the Trustee to be appomted by the Coqiorauon, by Resolunon. Said Mortgage
Deed of Trust for the Notes shall assign m trust to said Trustee afl income, revenues aud rights tif the
Coqioration arising under said Lease Agreement, the Mortgage Deed of Trust, snd s Deed m the
Corporation dated April 29, 2002, aU to be done for the security of those who shall from time to time
be and become the holders of the Notes.

Seen, The Fiscal Court, by adopuon of this Resolution anticipates that the total principal
amount ofqualifled tax-exempt obligations which it will issue during the calendet year ending December
31, 2004 wdl not exceed $T0,000,000 snd therefor designates the Notes as qusflfled tax-exempt
obligations within the meaning of Section 265 (b) (3) of the Internal Revenue Code of 1986, as
amended.

~Se 'on . In connection with the undertaking and implementarion by the Corporation of the
flrumcing for the Notes, herein described, which is hereby expressly directed, the Corporation, its Boanl
of Directors and its of6cets are hereby authonzed and ditected to continue to tsk«snd carry out any
and afl necessary, desirable or appropriate actions to effect such acquisition, construction, instaflation
and flnancing, including the appomtment of Giflard B.Johnson, III, oECox, Bowling gr Johnson, PLLC,
municipal Bond Counsel, for puqmses of providing the final approving legal opinion and Ross, Sin dsim
dc Associates, Inc., as Financial Advisors.

~o In connection with the Project, the Corporation has secured fee simpk ritle to the
real estate which shaU comprise the Pmject and sbafl be pledged as part security and cogatmal fm the
Notes. The Deed and/ot Lease Agceement shall provide that the County may, at any time, acquire title
to the Project free and clear of the lien of the Mortgage which secures the Notes, with the Couruy giving
tol the Corporation and the Ttustee notice in advance, in wriung, of the County's intention to purchase
tbp Project and by paying to the Trustee Eor rhe Noteholders on or before the date set focfli in such

d
n tice, a sum equal to thc principle, interest and redemption premium, ri any, which the Corpomtion

be obligated to pay if it calh afl of the outstanding Notes fot redemption on such date, together
with a further sum equal to the expenses which the Corporation and Trustee msy incur in calling ag of
the outstanding Notes for payment on said date. Upon the happening of any such event ar 'he
issuance by the Trustee of an appmpnate certi6cate evidenrmg defeasance of the Notes, tbe
Corpomtion shall immediately convey sg of its right, title and interest in the Pmject to the County, Iree
and dear of aU liens and encumbrances crested by and under the hlortgsge. The County speaflcafly
aqthorited and approved the conveyance of any Real Estate, it owns and/ot acquires, co the
Corporation as is necessary for tbe Project.

Secti n 10 Ifany section, paragraph, clause or provision of this Resolution shsfl be held invalid,
the invahdity of such sectioo, paragraph, clause or provmon sbaU not affect sny oE rhe remaining
ptovl51ons.

c
'

1 AU otdinances, resoluuons, orders, ot parts thereof, if any, m conflict with the
provisions of this Resolution are, to tbe extent of such conflict, hereby repealed.

S 'o 2 The County hereby expressly approves and duects the Corporation to enter into
a written agreement with the County, it Auditors, if required, and Corporation for the beneflt of the
Ijiote Holders, where under the panies to said written agreement wdl agree to comply with the

Urn visions of Regulation Section 240.15c2-12 of the Secun ties and ExchsngeYommission in Providing
spnual flnancial mfonnation to designated municipal secunues informanon repositories and, m certain
s ecial instances, to the Muoiapal Securities Rule Making Board.

ction 1 The County approves and duects the Corporation to solicit and accept bids from
sophisticated investors only, ou a private, negotiated basis, for the purchase of the Notes and furthet
directs tbe Corporation to accept such bids fot purchase of tbe Notes detemuned by the County
Judge/Executive and the Corporsrion, upon the advice of the Count>" s and Cotporation's Financial
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Advrsots, wluch is the most advamageous and mth the most favorable net ioterest cost to the County
and the Corporation for the Notes, wtrh out further action by the County or the Corp omtion, or to reject
any or aU brds.

S
'

1 . This Resolution shall be in full force and effect fmm and after its adoption and
approval as pmmded by law.

ectio . The County hereby states its mtention to issue Bonds, the pmceeds of which will
be used to retire and pay m ful! the Notes and other costs and expenses with respect to the Projecc 'Ihe
County stares and affmns that it will take all actions required to adopt any Resolutions for the issuance
and sale of Revenue Bonds by the Corporation.

Section 1 . The recitals hetein above stated are incorporated into the body of this Resolution

81~
de.

This Resolutiod'was intm ced, seconded and ad opted at a duly gunyened meeting of rhe Fiscal
Court of the County of Floyd, Kentucky, held on the ~P da of~2004.

Attesc

ounty Judge Executive

Fiscal Coun Clerk

C RTIFICATION

I, the understgned, do hereby cemfy that I am the duly quaiiGed and acting Fiscal Court Clerk
of the Coumy of Floyd, Kentucky; that the foregomg is s true and complete copy ofa certmn Res olunon
duly adopted by e Fiscal Court of the County of Floyd, Kentucky, at a duly convened meeohg
properly held on ~ r 2004; that said Resoluuon appears as a matter of pubbc record
m the obqcial tecor s of the Fiscal Coun; that said meetmg was dull'eld in accorZance auth all
apphcable requirements of Kentucky law, iodudmg KRS 61.805 to 61.8s0; that a quorum was present
at said meeting; that said Resolution has not been amended, modified, revoked or repealed; and that
same is now m full force snd effect.

IN TESTIMONY WHEREOF, wimess my signature dus ac rr

Fiscal Coun Clerk

C46R. ()





FINAL OFFICIAL STATEMENT

DATED SEPTEMBER 24, 2004

NKW ISSUE
BANK ELIGIBLE

NO RATING REQUESTED

In the opinion of Bond Counsel, based upon present laws, regulations, rulings and decisions in effect on the date of delivery of the Notes, and

assuming continuing compliance with certain covenants made by the Corporation and the County, interest on the Notes is excludable from gross income for
federal income tax purposes upon the conditions and subj ect to the limitations set forth herein under "Tax Treatment." Interest on the Notes held by

corporations is includable in the computation ofsuch corporation 's adjusted current earnings and modified alternative minimum taxable income. Receipt

ofinterest on the Notes may result in other federal income tax consequences to certain holders of the Notes. The Notes and interest thereon are exempt from

income taxation and ad valorem taxation by the Commonwealth ofKentucky and political subdivisions thereof (see "Tax Treatment" herein).

$2,455,000
FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES CORPORATION

FIRST MORTGAGE REVENUE BOND ANTICIPATION RENEWAL NOTES
SERIES 2004B

Dated: With Delivery Due: June 30 as shown below

Interest on the Notes is payable on June 30, 2005. The Notes will mature as to principal on June 30, 2005 as

shown below. The Notes are being issued as book-entry only and will be available for purchase in principal amounts

of $25,000 and multiples of $5,000 thereof.

Maturing
June 30

2005

Principal
Amount*

$2,455,000

Interest
Rate

2.25%

Price to
Yield CUSIP
2.25% 34365T DJ 0

Principal and interest on the Notes are payable at the principal office ofCitizens National Bank, Paintsville, Kentucky,

as Paying Agent and Registrar. The Notes are subject to redemption prior to maturity above as described herein.

The Notes are being issued by the Floyd County, Kentucky Public Properties Corporation (the "Corporation" ) to: i)
refund the Series 2003 Notes, the proceeds of this were used to construct and install waterlines in the southern portions ofFloyd

County; and, ii) pay the costs of issuance on the Notes.

The Notes are being issued in anticipation of the issuance of, and are secured by and payable from the proceeds of the

Corporation's First Mortgage Revenue Bonds, Series 2005 (the "Series 2005 Bonds" or the "Bonds"). The Corporation has

covenanted to issue and deliver the Bonds or renewal notes (the "Renewal Notes" ) in such a manner as to pay and retire the

Notes when due. The Notes are further secured by a first mortgage on the Project (as hereinafter described) [see "The Mortgage

Deed ofTrust herein] and an annually renewable Lease Agreement between the Corporation and the County [see "The Lease"

hereinj.

The Notes are special and limited obligations ofthe Corporation, a nonprofit, non-stock public corporation and agency

of the County of Floyd, Kentucky (the "County" ), issued at the request of the County, and do not constitute a debt, liability or

general obligation of the Corporation or the County within the meaning of the Constitution and laws of the Commonwealth of
Kentucky, or a pledge of the faith and credit or the taxing power of the County.

The Notes are offered when, as, and if issued subject of the approving legal opinion of Cox Bowling 4 Johnson PLLC,
Lexington, Kentucky, Note Counsel.

The Corporation deems this Official Statement to be near final for purposes of the Securities and Exchange

Commission Rule 15c2-12(b)(1).



COUNTY OF FLOYD, KENTUCKY
PUBLIC PROPERTIES CORPORATION

Paul H. Thompson, Director
Gerald DeRossett, Director

James "Alan" Williams, Director
Larry Foster Stumbo, Director
Jackie Edford Owens, Director

COUNTY OF FLOYD, KENTUCKY

Paul H. Thompson, County Judge/Executive
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James "Alan" Williams, Magistrate

Larry Foster Stumbo, Magistrate
Jackie Edford Owens, Magistrate

Keith Bartley, Esquire
County Attorney

Chris Waugh
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Citizens National Bank
Paintsville, Kentucky
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Ross, Sinclaire & Associates, lnc.
Frankfort, Kentucky
Louisville, Kentucky
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REGARDING USE OF THIS OFFICIAL STATEMENT

This Official Statement does not constitute an offering of any security other than the original offering

of the Notes of the Floyd County, Kentucky Public Properties Corporation identified on the cover page hereof.

No person has been authorized by the Corporation to give any information or to make any representation other

than that contained in the Official Statement, and if given or made such other information or representation

must not be relied upon as having been given or authorized. This Official Statement does not constitute an offer

to sell or the solicitation of an offer to buy, and there shall not be any sale of the Notes by any person in any

jurisdiction in which it is unlawful to make such offer, solicitation or sale.

The information and expressions of opinion herein are subject to change without notice, and neither

the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any

implication that there has been no change in the affairs of the County or the Corporation since the date hereof.

Neither the Securities and Exchange Commission nor any other federal, state or other governmental

entity or agency, except the Corporation and the County, will pass upon the accuracy or adequacy of this

Official Statement or approve the Notes for sale.

This Official Statement includes the front cover page immediately preceding this page and all

Appendices hereto.
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OFFICIAL STATEMENT
Relating to the Issuance of

$2,455,000
FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES CORPORATION

FIRST MORTGAGE REVENUE BOND ANTICIPATION RENEWAL NOTES
SERIES 2004B

INTRODUCTION

The purpose of this Official Statement, which includes the cover page and Appendices hereto, is to set forth

certain information pertaining to the Floyd County, Kentucky Public Properties Corporation, First Mortgage Revenue

Bond Anticipation Renewal Notes, Series 2004B (the "Series 2004B Notes" or the "Notes").

The County of Floyd plans to adopt a Resolution on September 17, 2004, which authorizes and directs the

Floyd County, Kentucky Public Properties Corporation (the "Corporation" ) to issue Notes to (i) refund the Series 2003
Notes the proceeds of which we used to construct and install water lines in Floyd County (the "Project"); and, ii) pay
the costs of issuance of the Notes. The Corporation was created by the County to act as the agency and instrumentality

of the County in acquiring, developing and financing the Project and related public projects.

The Notes are to be issued pursuant the terms of a certain Mortgage Deed of Trust dated September 1, 2004
(the "Mortgage" ) by and between the Corporation and Citizens National Bank, Paintsville, Kentucky, as Trustee (the
"Trustee, Paying Agent and Registrar" ) and are secured by a foreclosable first mortgage lien on the Project and by the

assignment by the Corporation of all its right, title and interest to the Project.

This Official Statement should be considered in its entirety, and no one subject discussed should be considered
more or less important than any other by reason of its location in the text. Reference should be made to laws, reports
or other documents referred to in this Official Statement for more complete information regarding their contents. Prior

to issuance and delivery of the Notes, copies of the Mortgage and Deed of Trust may be obtained at the office of Cox
Bowling k, Johnson PLLC, Lexington, Kentucky, Note Counsel.

THE COUNTY

The County of Floyd, Kentucky (the "County" ), is a public body corporate and politic duly created and

existing as a County and political subdivision of the Commonwealth of Kentucky (the "Commonwealth" ).

The County is governed by a Fiscal Court consisting of an elected County Judge/Executive and four (4)
elected Magistrates. These five (5) members comprise the Fiscal Court and are elected to four (4) year terms. There
is no limitation for succession by any member of the Fiscal Court.

Demographic and economic data regarding the County is included in Appendix A.



THE CORPORATION

The Floyd County, Kentucky Public Properties Corporation is a nonprofit, no-stock public and governmental

corporation organized and existing under the law of the Commonwealth, including particularly Section 58.180 and

Sections 273.161 to 273.390, inclusive, of the Kentucky Revised Statutes ("KRS").

The Corporation's principal purpose is to act as an agency and instrumentality of the County in the planning,

promotion, development, financing and acquisition by the Corporation for and on behalf of the County of public
improvements and public projects for the County which may properly be undertaken by the County pursuant to the

general statutory laws of the Commonwealth, including Chapter 58 of the KRS.

Any notes or other indebtedness issued or contracted by the Corporation for or on behalf of the County shall,

prior to the issuance thereof or incurrence thereon, be specifically approved by the County, acting by and through its

Fiscal Court as its duly authorized and empowered governing body.

The members of the Board of Directors of the Corporation are members of the Fiscal Court. Each member

is appointed to staggered terms from two to five years.

THE NOTES

General

The Notes will be dated with delivery, and will accrue interest from that date as described herein. Interest on

the Notes is payable on June 30, 2005. The Notes will mature on June 30, 2005 in the principal amount as set forth

on the cover page of this Official Statement.

Registration, Payment and Transfer

The Notes are to be issued in minimum denominations of $25,000 and any multiples of $5,000 thereof.

Interest on each Note shall be payable by check or draft mailed to the Registered Owner thereof as of the

fifteenth date of the month immediately preceding that date for payment of such interest at the address shown on the

registration books kept by the Trustee as Registrar. The principal of and premium, if any, on the Notes shall be

payable, without exchange or collection charges, in lawful money of the United States of America upon their

presentation and surrender as they respectively become due and payable, whether at maturity or by prior redemption,

at the principal corporate trust office of the Paying Agent.

Book-Entry Only System

The Notes initially will be issued solely in book-entry form to be held in the book-entry only system

maintained by The Depository Trust Company ("DTC"),New York, New York. So long as such book-entry system

is used, only DTC will receive or have the right to receive physical delivery ofNotes and, except as otherwise provided

herein with respect to Beneficial Owners of Beneficial Ownership Interests Beneficial Owners will not be or be
considered to be, and will not have any rights as, owners or holders of the Notes under the Mortgage.

The following information about the book-entry only system applicable to the Notes has been supplied

by DTC. Neither the Corporation, the Trustee, or the Financial Advisor makes any representations, warranties
or guarantees with respect to its accuracy or completeness.

DTC will act as securities depository for the Notes. The Notes initially will be issued as fully registered

securities registered in the name of Cede & Co. (DTC's partnership nominee). One fully registered Note certificate
will be issued, in the aggregate principal amount of the Notes, and will be deposited with DTC.



DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking or

organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing

corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing agency "registered

pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its

participants ("Participants" ) deposit with DTC. DTC also facilitates the settlement among Participants of securities

transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry changes

in Participants'ccounts, thereby eliminating the need for physical movement of securities certificates. "Direct

Participants" include securities brokers and dealers, banks, trust companies, clearing corporations and certain other

organizations. DTC is owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the

American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access to the DTC system

is also available to others such as securities brokers and dealers, banks, and trust companies that clear through or

maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect Participants" ) . The

Rules applicable to DTC and its Participants are on file with the Securities and Exchange Commission.

Purchases ofNotes under the DTC system must be made by or through Direct Participants, which will receive

a credit for the Notes on DTC's records. The ownership interest of each actual purchaser of each Note ("Beneficial
Owner" ) is in turn to be recorded on the Direct and Indirect Participants'ecords. Beneficial Owners will not receive

written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written confirmations

providing details of the transaction, as well as periodic statements of their holdings; from the Direct or Indirect

Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the

Notes ("Beneficial Ownership Interests" ) are to be accomplished by entries made on the book's of Participants acting

on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their Beneficial

Ownership Interests in Notes, except in the event that use of the book-entry system for the Notes is discontinued.

To facilitate subsequent transfers, all Notes deposited by Participants with DTC are registered in the name

of DTC's partnership nominee, Cede & Co. The deposit ofNotes with DTC and their registration in the name of Cede

&.Co. effect no change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Notes;
DTC's records reflect only the identity of the Direct Participants to whose accounts such Notes are credited, which may

or may not be the Beneficial Owners. The Participants will remain responsible for keeping account of their holdings

on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to

Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial owners, will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If less than all of the Notes are being redeemed, DTC's

practice is to determine by lot the amount of the interest of each Direct Participant in the Notes to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Notes. Under its usual procedures, DTC
mails an Omnibus Proxy to the Corporation as soon as possible after the record date. The Omnibus Proxy assigns Cede

& Co.'s consenting or voting rights to those Direct Participants to whose accounts the Notes are credited on the record

date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Notes will be made to DTC. DTC's practice is to credit Direct

Participants accounts on the payable date in accordance with their respective holdings shown on DTC's records unless

DTC has reason to believe that it will not receive payment on the payable date. Payments by Participants to Beneficial

Owners will be governed by standing instructions and customary practices, as is the case with securities held for the

accounts of customers in bearer form or registered in "street name," and will be the responsibility of such Participant

and not ofDTC, the Trustee, or the Corporation, subject to any statutory or regulatory requirements as maybe in effect

from time to time. Payment of principal and interest to DTC is the responsibility of the Corporation or the Trustee,

disbursement of such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such

payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Beneficial Ownership Interests purchased or tendered,

through its Participant, to the Trustee, and shall effect delivery of such Beneficial Ownership Interests by causing the



Direct Participant to transfer the Participant's interest in the Beneficial Ownership Interests, on DTC's records, to the

purchaser or the Trustee, as appropriate. The requirements for physical delivery ofNotes in connection with a demand

for purchase or a mandatory purchase will be deemed satisfied when the ownership rights in the Notes are transferred

by Direct Participants on DTC's records. DTC may discontinue providing its services as securities depository with

respect to the Notes at any time by giving reasonable notice to the Corporation or the Trustee. Under such

circumstances, in the event that a successor securities depository is not obtained, Note certificates are required to be
printed and delivered, as described below under "THE NOTES-Revision of Book-Entry System; Replacement Notes.

NEITHER THE CORPORATION, THE COUNTY NOR THE TRUSTEE WILL HAVE ANY

RESPONSIBILITY OR OBLIGATION TO ANY DIRECT PARTICIPANT, INDIRECT PARTICIPANT OR ANY

BENEFICIAL OWNER OR ANY OTHER PERSON NOT SHOWN ON THE REGISTRATION BOOKS OF THE
TRUSTEE AS BEING A HOLDER WITH RESPECT TO: (1) THE NOTES; (2) THE ACCURACY OF ANY
RECORDS MAINTAINED BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT; (3) THE
PAYMENT BYDTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT DUE
TO ANY BENEFICIAL OWNER IN RESPECT OF THE PURCHASE PRICE OF TENDERED NOTES OR THE
PRINCIPAL OR REDEMPTION PRICE OF OR INTEREST ON THE NOTES; (4) THE DELIVERY BY ANY

DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY NOTICE TO ANY BENEFICIAL OWNER

WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS OF THE MORTGAGE TO BE GIVEN TO
HOLDERS; (5) THE SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT
OF ANY PARTIAL REDEMPTION OF THE NOTES; OR (6) ANY CONSENT GIVEN OR OTHER ACTION

TAKEN BY DTC AS HOLDER.

Each Beneficial Owner for whom a Direct Participant or Indirect Participant acquires an interest in the Notes,

as nominee, may desire to make arrangements with such Direct Participant or Indirect Participant to receive a credit

balance in the records of such Direct Participant or Indirect Participant, to have all notices of redemption, elections

to tender Notes or other communications to or by DTC which may affect such Beneficial Owner forwarded in writing

by such Direct Participant or Indirect Participant, and to have notification made of all debt service payments.

Beneficial Owners may be charged a sum sufficient to cover any tax, fee, or other governmental charge

that may be imposed in relation to any transfer or exchange of their interests in the Notes.

The Corporation cannot and does not give any assurances that DTC, Direct Participants, Indirect Participants

or others will distribute payments of debt service on the Notes made to DTC or its nominee as the registered owner,

or any redemption or other notices, to the Beneficial Owners, or that they will do so on a timely basis, or that DTC,
Direct Participants or Indirect Participants will serve and act in the manner described in this Official Statement.

DTC Letter of Representations

Certain duties of DTC and procedures to be followed by DTC, the Trustee and the Corporation will be set

forth in a Letter of Representations (the "DTC Letter of Representations" ) among the Corporation, the Trustee, the

Underwriter and DTC. In the event of any conflict between the provisions of the Mortgage and the provisions of the

DTC Letter of Representations relating to delivery of Notes to the Trustee, the provisions of the DTC Letter of
Representations shall control.

Revision of Book-Entry System; Replacement Notes

The Mortgage provides for the issuance and delivery of fully registered Notes ( the "Replacement Notes" )
directly to owners other than DTC only in the event that DTC determines not to continue to act as securities depository

for the Notes.

Upon occurrence of such event, the Corporation may attempt to establish a securities depository book entry

relationship with another securities depository. If the Corporation does not do so, or is unable to do so, and after the

Trustee has notified the owners of book-entry interests with respect to the Notes by appropriate notice to DTC, the

Corporation will issue and the Trustee will authenticate and deliver Replacement Notes with a minimum denomination



of$25,000 and multiples of$5,000 thereafter to the assignees ofDTC or its nominee. Such withdrawal, authentication

and delivery (including printing and delivery costs) will be at the expense of the Corporation.

In the event that the book-entry only system is discontinued, the principal or redemption price of and interest

on the Notes will be payable in the manner described above in the third paragraph under "THE NOTES —General, "

and the following provisions would apply. The Notes may be transferred or exchanged for one or more Notes in

different authorized denominations upon surrender thereof at the designated office of the Trustee as Registrar or at the

designated office of any Authenticating Agent (initially, the Trustee) by the registered owners or their duly authorized

attorneys or legal representatives. Upon surrender of any Notes to be transferred or exchanged, the Corporation will

execute, and the Registrar will record the transfer or exchange in its registration books and the Registrar or

Authenticating Agent shall authenticate and deliver new Notes appropriately registered and in appropriate authorized

denominations. Neither the Corporation, the Registrar nor any Authenticating Agent shall be required to transfer or

exchange any Note during a period beginning at the opening of business 15 days before the day of the mailing of a

notice of redemption of the Notes and ending at the close of business on the day of such mailing, nor any Note all or

part of which has been selected for redemption.

Optional Redemption

The Notes are callable in whole or inpart on an date beginning February 1, 2005 atpar (100%)plus accrued

interest to the call date. The Trustee must provide no less than 30 days notice to the holder of the Notes.

The Trustee shall, upon being indemnified to its satisfaction, and receiving funds necessary to redeem such

Notes, cause notice of the call for the redemption identifying the Notes to be sent by United States mail, postage

prepaid, at least thirty days prior to the date fixed for redemption to the Registered Owners of the Notes the address

as set forth in the registration books maintained by the Registrar. Failure to give such notice by mailing or any defect

therein in respect of any Note shall not affect the validity of any proceedings for the redemption of any Note.

Defeasance

The Corporation reserves the right at all times during the term of the Project, to make provision for discharge

of all Notes by depositing into the Sinking Fund moneys sufficient to pay all principal and interest requirements on

the Notes to and on the first or next date of redemption, or to the date of maturity, together with sufficient additional

moneys to redeem and discharge all outstanding Notes on such redemption date, or to deposit into the Sinking Fund

such principal amount of permissible Investment Obligations as shall, with earnings thereon, produce the identical

result.



ESTIMATED SOURCES AND USES OF FUNDS

The following table shows the estimated sources and uses of proceeds of the Notes, other than any portions
thereof representing accrued interest:

Sources:

Note Proceeds

Total Sources

$2 455 000.00

$2,455,000.00

Uses:
Deposit to 2003 Note Fund
Underwriter's Discount
Deposit to Cost of Issuance Fund

$2,411,475.00
24,550.00

$ 18 975.00

Total Uses $2,455,000.00

ESTIMATED NET DEBT SERVICE SCHEDULE

The following table sets forth the projected annual net debt service of the Notes.

FY Ending
June 30

Principal
Pa ment

Interest Net Debt
Pa ment Service

2005
Totals:

$2,455,000
$2,455,000

$46,031 $2,501,031
$46,031 $2,501,031

Note: Projections are based on an average interest rate of 2.50%.

SECURITY AND SOURCES OF PAYMENT

Security

The Notes are secured by and payable from the proceeds of the issuance of the Floyd County, Kentucky Public
Properties Corporation First Mortgage Revenue Bonds, Series 2005 (the "Bonds") which are pledged for such purpose
to the extent necessary.

Furthermore, the Notes will, upon their issuance, be secured by a foreclosable first mortgage lien on the
Project. The Notes will also be secured by the assignment by the Corporation of its right, title, and interest in and to
the Lease Agreement, dated as of September 1, 2004 with the Corporation providing for the lease of the Project and

the Project Site to the County on an automatically renewable annual basis and rental payments adequate to meet the

maturing principal and interest payments of the Notes to the due date of the Notes (for a further description of such

payments see "The Lease" herein).



Sources of Payment

The only source of payment for the Notes will be the issuance of the Bonds or Renewal Notes. The County
has covenanted that it will take all necessary action sell the Bonds or Renewal Notes to meet the debt service
requirements on the Notes.

THE PROJECT

The County in conjunction with the Southern Water District, plans to run additional water lines in the southern

portion of Floyd County. The current plan calls for 22 miles of lines to be installed which will bring water service to
approximately 400 residences and the southern portion of Floyd County.

The Project has been bid in accordance with state laws and contractors have posed 100% completion bonds.

ADDITIONAL BONDS

The Corporation reserves the right and authority, but only upon specific direction of the County, to issue
additional notes or bonds which shall rank on a basis of parity and equality as to security and source of payment with

the Notes now being issued or authorized by the Corporation, but only for the purpose of i) completing the project;
ii) making necessary repairs; and, iii) reconstructing the project in the event that issuance proceeds are insufficient to
make repairs or reconstruct portions of the Project which have been damaged. Prior to the issuance of such parity
bonds: (a) there shall be procured and filed with the Secretary of the Corporation and with the Trustee, a certificate
of an Authorized Official of the County explaining in detail the reason or reasons for the deficiency in the proceeds,
and making detailed recommendations as to the issuance of the additional parity bonds, together with the amount

thereof; and (b) the issuance thereof shall be approved by the State Local Debt Officer of Kentucky and the Board of
Directors of the Corporation.

STATE SUPERVISION

Budget Process

The State Department for Local Government (DLG) is an independent agency of the Commonwealth of
Kentucky attached to the Governor's office. A principal function of the DLG is to provide technical support,
monitoring and evaluation of local units of government (cities, counties, and special districts).

The Division of County and Municipal Accounting of the DLG has established a uniform system of
accounting that all counties in the state must use in reporting their revenues and expenditures. The counties are
required to prepare and submit an annual budget for each fiscal year.

The county budget is required to have a fund known as the "sinking fund principal account" and a fund known
as the "sinking fund interest account." There shall be allocated annually to the sinking fund principal account a sum

equal to the proportional yearly amount necessary to retire each note issue of the county at maturity, and to the sinking
fund interest account a sum equal to the interest on bonded indebtedness payable during the current budget year.



Bond Issue Approval

Kentucky Revised Statutes 66.310 stipulates that no county may lease a public facility that is to be financed

at the county's request through the issuance of bonds or notes by another public body or by a non-profit corporation

serving as an agency and instrumentality of the county, if the indebtedness of the county, is in excess of one-half of
one percent (.5%)of the value of taxable property therein, without first securing the written approval of the State Local

Debt Officer. The County has notified the State Local Debt Officer of its intention to fund the Project to be financed

by its Notes and has provided public notice thereof. The Notes do not extend past the current fiscal year. Therefore,

no public hearing is required.

THE LEASE

The following is a summary of certain of the terms and provisions of the Lease.

Lease Period and Amount

The Lease provides that the County will lease from the Corporation, the Project and the Project Site, together

with all of the improvements thereon for an initial period ending June 30, 2004 at an agreed and stipulated rental equal

to (i) the aggregate of the interest on and principal of the Notes which will become due and payable during such period,

together with (ii) the cost of operation and maintenance ofsuch leased premises, and (iii) the cost of insuring the leased

premises. Rent will be payable on the twentieth (20'") day of the month preceding any date on which a payment of
interest or principal is due on the Notes.

Following the initial term of the Lease, nothing in the Lease will be construed as binding the County for the

payment of annual rentals beyond the rental for the current term or year, but the County will in each year become

indebted to the Corporation for the rentals stipulated for such year only upon the exercise of its option to renew.

Option to Renew

The Lease may be renewed for another period of one year, provided that if the Lease is so renewed, the rentals

for each fiscal year during which the Lease remains in effect shall be a sum equal to (i) the amount of the interest and

principal payments due on the Notes during such year, (ii) the cost of operation and maintenance of such leased

premises, and (iii) the cost of insuring the leased premises. The Lease renewal will automatically be considered to

have been affirmatively exercised each year by the County, unless notice of its election not to exercise the option for

the succeeding year is given by the County to the Corporation and the Trustee in writing at least 60 days prior to the

renewal date.

Intent to Renew

In the Lease the County expresses its present intention to renew the Lease in accordance with its terms, and

in accordance with the options to renew as set forth therein, from year to year until all of the Notes to be issued by the

Corporation at the direction of the County are fully paid, canceled and retired, whether at maturity or by call for

redemption, but such expression of intention will not be construed as a present election on the part of the County to

extend the Lease beyond the original term.

Operation, Maintenance and Repair

The Lease, provides among other things, that the County agrees to maintain and repair in good order the leased

premises at the expense of the County, to keep all of the said premises and improvements thereon in good repair,

working order and first-class condition, and to return the same in as good condition as when received by the County,

ordinary wear and tear, accident, damage by fire and the elements, and other unavoidable casualties excepted.



Insurance

The Lease provides that the County will, during the original term of the Lease and during each extended term

of one year, keep all insurable improvements presently existing, and all insurable improvements to be constructed and

located upon the Project Site, insured to the full insurable value thereof against fire, flood and windstorm to the extent

such insurance is obtainable (with standard comprehensive coverage endorsement) in good and solvent insurance

companies, to be approved by the Trustee; and the County will make said policies payable to the County, the

Corporation, and the Trustee as their respective interests may appear, or cause said policies to be endorsed in an

appropriate manner so that in the event of loss the proceeds thereof will be payable to the County, the Corporation,

and the Trustee, as their respective interests may appear.

Rights of the County Survive Events of Default

Should the County fail to pay the stipulated rentals due under the Lease, or during any year for which it is

renewed, all rights of the County and all future options granted to the County in respect of payments in whole of the

Notes will in any event remain in full force and effect; provided that the Trustee under the Mortgage will, upon

occurrence of an event of default, be entitled to take certain actions for the benefit of the holders of the Notes,

including foreclosure of the mortgage lien on the Project and decretal sale thereof, but no such decretal sale will result

or give rise to a deficiency judgement of any type or in any amount against the County or the Corporation, and until

such sale the County may at any time by the discharge of the Notes and interest thereon receive an unencumbered fee

simple title to the Project Site and the Project.

Conveyance of the Project

If the County renews the Lease from year to year and pays the rentals for each year as provided, then the

Corporation covenants and agrees that it will immediately procure the release, on the records of the clerk of the

County, of the Mortgage securing the Notes, and the Corporation further covenants and agrees that it will thereupon

convey the Project and the Project Site to the County free and clear of all liens and encumbrances created by and under

the Mortgage, such steps to be taken at the expense of the County.

Assignment of Rights to Trustee

The Corporation has assigned (i) the Lease, (ii) the lease rentals and all other rights, title and interests of the

Corporation arising under the terms of the Lease, as additional security for the Notes. The County has agreed to make

its rental payments in the amounts stipulated, directly to the Trustee, for application in strict accordance with the terms

and provisions of the Mortgage.

THE MORTGAGE DKKD OF TRUST

The following is a summary of certain of the terms and provisions of the Mortgage Deed ofTrust entered into

by the Corporation as Trustor and the Trustee in order to secure the payment of principal and interest on the Notes.

Terms not otherwise defined herein will have the meanings given in the Mortgage Deed of Trust. See "Introduction"

as to availability of copies of the Mortgage Deed of Trust.

Funds and Accounts

Upon the delivery of the Notes to the purchaser or purchasers thereof and receipt of the purchase price, the

same will forthwith in each case be deposited with the Trustee, as trust funds, and the Trustee will hold, treat and

disburse the same, as follows:

(1) Cost of Issuance Fund. There will be deposited in the Cost of Issuance Fund the amount of moneys
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necessary to pay the Cost of Issuance of the Notes from the proceeds of the Notes as specified and determined in the

resolution of the Corporation authorizing the issuance of the Notes or in written instructions of an Authorized Officer

of the Corporation delivered to the Trustee.

(2) 2004 Note Fund. A special fund created by the Mortgage Deed of Trust and designated the "Note Fund"

will be held and maintained by the Trustee as the primary source ofpayment of the interest requirements on the Notes.

All moneys from any source at any time deposited in the Note Fund shall constitute Pledged Receipts for the benefit

of the Registered Owners of the Notes.

Sums from time to time in the Note Fund shall be continuously invested by the Trustee in Investment

Obligations as defined in the definition of Investment Obligations hereinafter described. The Trustee will sell or

present for redemption any Investment Obligations purchased by it as an investment whenever it shall be necessary

in order to provide moneys to effectuate the purposes of the Note Fund.

All Pledged Receipts have been assigned by the Corporation to the Trustee and upon receipt thereof the same

will iminediately be deposited in the Note Fund so long as the Notes are Outstanding and the same will be treated by
the Trustee as Pledged Receipts, and will be used and applied to the payment of the Notes, including accrued interest,

principal and redemption premium, if any.

The Trustee shall set aside into the Note Fund, all sums received from the purchaser of the Notes as

representing accrued interest from the date of the Notes to the date of delivery and payment plus an additional amount

from Note proceeds so that the total deposit will equal interest on the Notes through April 1, 2004.

In the event of the issuance of the Bonds and the subsequent retirement of the Notes, any remaining balance

in the Note Fund shall be transferred to the Sinking Fund and the Note Fund shall be closed. In the event of the

issuance of Renewal Noes said Note Fund shall be maintained until the retirement thereof.

Investment of Funds

Moneys held in any of the aforementioned funds may be invested until required for the purposes

intended in one or more of the following "Investment Obligations:"

(a) Direct obligations of the United States of America (including obligations issued or held in

book-entry form on the books of the Department of the Treasury) or obligations the principal
of and interest on which are unconditionally guaranteed by the United States of America;

(b) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any of the

following federal agencies and provided such obligations are backed by the full faith and credit

of the United States of America (stripped securities are only permitted if they have been

stripped by the agency itself):

(i) Farmers Home Administration (FmHA) Certificates of beneficial Ownership

(ii) Federal Housing Administration Debentures (FHA)
(iii) General Services Administration Participation certificates

(iv) Government National Mortgage Association (ONMA or "Ginnie Mae"), GNMA

guaranteed mortgage-backed bonds, GNMA- guaranteed pass-through obligation

(participation certificates)

(v) U.S. Maritime Administration Guaranteed Title XI financing

(vi) U.S. Department of Housing and Urban Development (HUD);

(c) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any of the

following non-gull faith and credit U.S. government agencies (stripped securities are only

permitted if they have been stripped by the agency itself):
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(i) Federal Home Loan Bank System Senior debt obligation (Consolidated debt

(ii) +obligations)
(iii) Federal Home Loan Mortgage Corporation (FHLMC or "Freddie Mae") Participation

Certificates (Mortgage-backed securities) senior debt obligations

(iv) Federal National Mortgage Association (FMA or "Fannie Mae") Mortgage-backed

securities and senior debt obligations (excluded are stripped mortgage securities which

are valued greater than par on the portion of unpaid principal)

(v) Student Loan Marketing Association (SLMA or "Sallie Mae") Senior debt obligations

(vi) Resolution Funding Corp. (REFCORP) [Only the interest component of REFCORP
strips which have been stripped by request to the Federal Reserve Bank of New York

in book entry form are acceptable]

(vii) Farm Credit System Consolidated systemwide bonds and notes;

(d) Money market funds registered under the Federal Investment Company Act of 1940, whose

shares are registered under the Federal Securities Act of 1933,and having a rating by S&P of
-G; AAA-m; or AA-m and if rated by Moody's, rated Aal or Aa2;

(e) Certificates of deposit secured at all times by collateral described in (a) an/or (b) above CD's

must have a one year or less maturity. Such certificates must be issued by commercial banks,

savings and loan associates or mutual savings banks whose short term obligations are rated
"A-1+"or better by S&P and "Prime-1" by Moody's;

(f) Certificates of deposit, savings accounts, deposit accounts or money market deposits which

are fully insured by FDIC, including BIF and SAIF;

(g) Investment Agreements, including GIC', acceptable to MBIA;

(h) Commercial paper rated "Prime-1" by Moody's and "A-1+"or better by S&P;

(i) Bonds or notes issued by any state or municipality which are rated by Moody's and S&P in

one of the two highest long-term rating categories assigned by such agencies;

(j) Federal funds or bankers acceptances with a maximum term ofone year of any bank which has

an unsecured, uninsured and unguaranteed obligation rating of "Prime-1 "or "A3 "or better

by Moody's and "A-1+"by S&P.

(k) Repurchase agreements that provide for the transfer ofsecurities from dealer bank or securities

firm (seller/borrower) to a municipal entity (buyer/lender), and the transfer of cash from a

municipal entity to the dealer bank or securities firm with an agreement that the dealer bank

or securities firm will repay the cash plus a yield to the municipal entity in exchange for the

securities at a specified date. Repurchase Agreements must satisfy the following criteria:

(i) Must be between the municipal entity and a dealer bank or securities firm meeting one

of the following criteria: (1)primary dealers on the Fed4eral Reserve reporting dealer

list which fall under the jurisdiction of the SIPC and which are rated A or better by
Standard &, Poor's Ratings Group and Moody's; or (2) Banks rated "A" or above by
Standard & Poor's Ratings Group and Moody's Investor Services.

(ii) The written contract must include the following: (1) Securities which are acceptable for

transfers are: (a) Direct U.S. governments, (b) Federal agencies bac ked by the full faith

and credit of the U.S. Government (and FNMA & FHLMC), (2) the term of the

repurchase agreement may be up to 30 days; (3) the collateral must be delivered to the

municipal entity, trustee (if trustee is not supplying the collateral) or third party acting
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as agent for the trustee (if the trustee is supplying the collateral) before/simultaneous

with payment (perfection by possession of certificated securities); (4) the trut4ee has a
perfected first priority security interest in the collateral; (5) collateral is free and clear
of third-party liens and in the case of SIPC broker was not acquired pursuant to a
repurchase agreement or a reverse repurchase agreement; (6) the trustee has the right

to liquidate collateral in case of failure to maintain the requisite collateral percentage
after a two-day restoration period; and (7) valuation standards for collateral:(a) the

securities must be valued weekly, market-to-market at current market price plus accrued
interest; (b) the value of collateral must be equal to 104'/o of the amount of cash
transferred by the trustee to the dealer bank or security firm under the repurchase
agreement plus accrued interest; (c) if the value of securities held as collateral falls

below 10410 of the value of the cash transferred by the trustee, additional cash and/or

acceptable securities must be transferred; and if the securities used as collateral are

FNMA or FHLMC, then the value of collateral must equal 105'/0.

(iii) A legal opinion which must be delivered to the trustee to the effect that the repurchase
agreement meets guidelines under state law for legal investment of public funds.

(I) Pre-refunded municipal bonds rated "Aaa" by Moody's and "AAA" by SAP. If, however, the

issue is only rated by SAP (i.e.,there is no Moody's rating), then the pre-refunded bonds must

have been pre-refunded with cash, direct U.S. or U.S. guaranteed obligations, or AAA rated

pre-refunded municipals to satisfy this condition.

Additional Covenants

In the Mortgage Deed of Trust, the Corporation, among other covenants, has covenanted, as follows:

(1) Pa ments. To punctually pay the principal of and interest on the Notes when due, and at the place and

in the manner prescribed in the Mortgage Deed of Trust from the funds pledged. The Notes and the interest thereon

are payable from the "Pledged Receipts" defined under the Mortgage Deed of Trust.

(i) shall mean all payments paid to or upon the order of the Corporation, including both timely and

delinquent payments with late charges, if any;

(ii) shall mean and include any and all appropriations made to the Corporation by the County or

any unit of government to the extent not otherwise required to be applied, nor otherwise

committed and budgeted by the Corporation during any fiscal period of the Corporation;

(iii) shall include all interest earned and gains realized on Investment Obligations unless the terms

hereof specifically require such interest earned and gains realized to remain in or to be
transferred to the Rebate Fund;

(iv) shall mean and include all amounts in all funds and accounts created hereunder, including capitalized
interest; provided that amounts in the Rebate Fund shall not constitute Pledged Receipts; and

(v) shall mean and include any amounts realized from the foreclosure and decretal sale of the Project.

(2) Assessments and Maintenance. To cause the County to pay any and all improvement assessments

against the Project and to properly maintain the Project.

(3) Tax Covenant. The Corporation covenants that it will not take any action, or fail to take any action, if
any such action or failure to take action would adversely affect the exclusion from gross income of the interest on the
Notes under Section 103(a) of the Code. The Corporation will not directly or indirectly use or permit the use of any
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proceeds of the Notes or any other funds of the Corporation, or take or omit to take any action that would cause the

Notes to be "arbitrage notes" within the meaning of Sections 103(b)(2) and 148 of the Code. To that end, the

Corporation will comply with all requirements of Sections 103(b)(2) and 148 of the Code to the extent applicable to

the Notes. In the event that at any time the Corporation is of the opinion that for purposes of the Mortgage Deed of
Trust it is necessary to restrict or limit the yield on the investment of any moneys held by the Trustee under the

Mortgage Deed of Trust the Corporation will so instruct the Trustee in writing, and the Trustee will take such action

as may be necessary in accordance with such instructions.

(4) Insurance of Pro ect. The Corporation further covenants and agrees that it will, at all times hereafter until

the Notes will be fully paid, require the County (to the extent such insurance is obtainable) to keep all insurable real

properties and improvements thereon to be insured against loss or damage by fire and windstorm to their full insurable

value, with standard comprehensive coverage endorsement, and the Corporation will cause all such insurance policies
to be made payable in case of loss to the Trustee.

(5) Accounts and Re orts. The Corporation will keep, or cause to be kept, proper books of record and

account in which complete and accurate entries will be made of all its transactions relating to the Project, and all Funds

established by the Mortgage Deed of Trust, which will at all reasonable times be subject to the inspection of the

Trustee and the Owners of an aggregate of not less than five percent (5%) in a principal amount of Notes then

Outstanding or their representatives duly authorized in writing.

(6) Enforcement of Contracts. To enforce all contracts and agreements in respect of the Project to which

the Corporation is or will be a party, to the fullest extent provided and permitted by law.

Release of Land

The parties have reserved the right, by mutual written consent at any time and from time to time, to amend

the Mortgage Deed of Trust for the purpose of effectuating the release of one or more parcels of or interest

in land constituting a part of the Project Site and the removal from the lien of the Mortgage Deed of Trust of
such parcel or parcels of or interest in land subject to the following conditions:

the parcel or parcels of or interest in land thus released or removed shall be used to construct public

improvements, or for the granting of an easement, or other interest or title to a public utility, public
or private carrier or public body for providing or improving utility services or transportation facilities,
or for the acquisition or construction of any "public project" within the meaning of $58.010 of the

Kentucky Revised Statutes; and

(ii) there shall be filed with the Trustee a copy of the instrument providing for such release together with

a certificate of an Authorized Officer of the Corporation describing the improvements or other

facilities which will be constructed thereon or the utility or other facilities and services which will

be provided or improved thereby and that, in the opinion of such Authorized Officer (i) such parcel
or parcels of land are not otherwise needed for the operation of the Project and that (ii) the release
will not materially impair the efficiency or utilitarian value of the Project or the Project Site and will

not impede the means or egress of any material extent and (iii) evidence satisfactory to the trustee

that the value of the project following such release shall not be less than the principal amount ofnotes
then outstanding;

(iii) the Corporation at the written direction of the County shall sell a portion of said Project Site not
needed for public purposes as provided by law so long as the rentals are not diminished by reason
of such sale and release of a portion of the lien created by the Mortgage Deed of Trust and provided
that the Corporation shall have furnished the Trustee with evidence satisfactory to the Trustee that

the value of the Project following such release shall be not less than the principal amount of Notes
then outstanding. In determining the value of the Project, the Trustee shall be entitled to require, at

the sole cost and expense of the Corporation, and shall be entitled to reply upon an appraisal by an

appraiser licensed in the Commonwealth of Kentucky.
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Amendments

Notwithstanding any other provisions of the Mortgage Deed of Trust, the parties may at any time and from

time to time supplement or make any amendment or change in the Mortgage Deed of Trust:

(i) to cure any formal defect or ambiguity if, in the opinion of the Trustee, such amendment or change is

not adverse to the interest of the Owners of the Notes

(ii) to grant to or confer upon the Trustee for the benefit of the Owners of the Notes any additional rights,

remedies, powers, authority or security which may lawfully be granted or conferred and

which are not contrary to or inconsistent with the Mortgage Deed of Trust

(iii) to make necessary or advisable amendments in connection with the issuance of additional bonds in

accordance with the terms of the Mortgage Deed of Trust

(iv) to permit the Trustee to comply with any obligations imposed on it by law

(v) to achieve compliance with any federal tax law; or

(vi) to provide for the release of land pursuant to and subject to the conditions specified in the Mortgage

Deed of Trust.

Any other amendment or change will be subject to the written consent of the Owners of at least two-thirds

(2/3) in principal amount of the Notes outstanding at the time such consent is given, or in case less than all of the Notes

then outstanding are affected by the modification or amendment, of the Owners of at least two-thirds (2/3) of the

principal amount of the Notes so affected.

Nothing will permit, however, or be construed as permitting without consent of the Owners of each Note so

affected, (i) an extension of the maturity of the principal of or the interest on any Note, (ii) a reduction in the principal

amount of any Note or the rate of interest or premium thereon, or (iii) a reduction in the aggregate principal amount

of the Notes required for consent to amendments.

An amended or supplemental Mortgage Deed of Trust for the purposes described in the Mortgage Deed of
Trust will be effective upon the execution thereof by the Corporation and the Trustee and delivery thereof to the

Trustee, together with any necessary consent of Owners of the Notes.

Events and Remedies of Default

Events ofDefault, Each of the following events is hereby declared an "Event of Default:"

(a) the Corporation will default in the payment of the principal of any Notes when and as the same will

become due, whether at maturity or upon call for redemption or otherwise or the County will default on the payment

of the Notes;

(b) payment of any installment of interest on any of the Notes will not be made when and as the same will

become due or the County will default on the payment of the Notes; or

(c) the Corporation or the County will fail or refuse to comply with the provisions of the Act, or will default

in the performance or observance of any other of the covenants, agreements or conditions on their part contained in

the Mortgage Deed of Trust, any authorizing resolution of the Corporation or the County, or the Notes, and such

failure, refusal or default will continue for a period of forty-five (45) days after written notice thereof by the Trustee

or by Owners of not less than twenty-five percent (25'/0) in a principal amount of the Outstanding Notes to the

Corporation or the County, as applicable.
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Remedies. Upon the happening and continuance of any Event of Default to protect and enforce its rights and

the rights of the Owners of the Notes by such of the following remedies, as the Trustee, being advised by counsel, will

deem most effectual to protect and enforce such rights:

(a) by enforcement of the foreclosable mortgage lien on the Project Site and improvements granted by the

Mortgage Deed of Trust, and in such events the Trustee will take over possession, custody and control of the Project
Site and will operate or carry out decretal sale of same with due regard to State and Federal law for the benefit of the

Owners of the Notes. Provided, however, that no such foreclosure sale will result in a deficiency judgement of any

type or in any amount against the County or the Corporation, and until such sale the County may at any time by the

discharge of the Notes and interest thereon receive an unencumbered fee simple title to the mortgaged facilities;

provided that in the event of any such enforcement of said lien by the Trustee, there will first be paid all expenses

incident to said document, and thereafter the Notes then outstanding will be paid and retired;

(b) by mandamus or other suit, action or proceeding at law or in equity, to enforce all rights of the Owners

of the Notes, including the right to require the Corporation to charge, collect and fully account for the Pledged

Receipts, and to require the Corporation to carry out any and all other covenants or agreements with the Noteholders

and to perform its duties under the Act;

(c) by bringing suit upon the Notes;

(d) by action or suit in equity, require the Corporation to account as if it were the trustee of an express trust

for the Owners of the Notes;

(e) by action or suit in equity, enjoin any acts or things which may be unlawful or in violation of the rights

of the Owners of the Notes;

(f) by declaring all Notes due and payable, and if all defaults will be made good, then, with the written

consent of the Owners of not less than fifty percent (50%) in a principal amount of the Outstanding Notes, by annulling

such declaration and its consequences; and

(g) in the event that all Notes are declared due and payable, by selling Investment Obligations of the

Corporation (to the extent not theretofore set aside for redemption of the Notes for which call has been made), and

enforcing all choices in action of the Corporation to the fullest legal extent in the name of the Corporation for the use

and benefit of the Owners of the Notes.

CONTINUING DISCLOSURE

As a result of the County and issuing agencies acting on behalf of the County having outstanding, at the time

the Notes referred to herein are offered for public sale, municipal securities in the aggregate ofmore than $ 10,000,000,
the County and the Corporation will enter into a written agreement for the benefit of all parties who may become

Registered Owners of the Notes, whereunder said Corporation and County will agree to comply with the provisions

of the Municipal Securities Disclosure Rules set forth in Securities and Exchange Corporation Rule 15c2-12, in

making annual financial information available upon request and will notify those agencies specified in the Rule in the

event of occurrence of any of the following "material events."

(a)
(b)
(c)
(d)
(e)
(g)
(h)
(i)

principal and interest payment delinquencies;
non-payment related defaults
unscheduled draws on debt service reserves reflecting financial difficulties

unscheduled draws on credit enhancements reflecting financing difficulties;

substitution of credit or liquidity providers, or their failure to perform;
modifications to right of the Noteholders
bond calls;
defeasance;
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(j) release, substitution or sale of property securing repayment of the Notes; and/or

(k) rating change.

The Corporation may from time to time choose to provide notice of the occurrence of certain other events,

in addition to those listed above, if, in the judgement of the Corporation, such other event is material with respect to

the Notes, but the Corporation does not undertake to commit to provide any such notice of material event except those

events listed above.

Financial information regarding the County may be obtained from the office of the Treasurer, Floyd County

Courthouse, Prestonsburg, Kentucky (606)886-9193.

The County has never failed under previous written agreements to comply in all material respects with any

previous undertaking with regard to compliance with the Rule.

LITIGATION

No litigation or administrative action or proceeding is pending or, to the best of the knowledge of the County

or the Corporation, threatened, restraining or enjoining, or seeking to restrain or enjoin, the issuance and delivery of
the Notes, the collection of revenues or the use of revenues to pay debt service on the Notes, or contesting or

questioning the proceedings and authority under which the Notes have been authorized and are to be issued or

delivered, or the validity of the Notes, or to prevent or restrict the operations of the Corporation.

TAX TREATMENT

In the opinion of Note Counsel, based upon certain covenants, representations, and certifications of the

Corporation, which Note Counsel has not independently verified, and assuming continuing compliance

therewith, as set forth below, interest on the Notes is excludable from gross income for federal income tax purposes

under existing laws, regulations, rulings and decisions in effect on the date of delivery of the Notes.

The County and the Corporation are required by the Internal Revenue Code of 1986,as amended (the "Code"),
to comply on an ongoing basis with certain obligations in order for the interest on the Notes to be and remain

excludable from gross income for federal income tax purposes. Failure to meet those obligations could result in the

interest on the Notes becoming subject to federal income taxation, retroactive to the date of the Notes. The County

and the Corporation have covenanted to comply with all such obligations. Provisions of the Code applicable to

corporations (as defined for federal income tax purposes), would impose an alternative minimum tax on a portion of
the excess of "adjusted current earnings" over "alternative minimum taxable income" for taxable years beginning after

1989, and could therefore subject all or a portion of the interest on the Notes received by corporations to alternative

minimum taxation.

Note Counsel has not opined on any other federal income tax consequences arising for Owners of the Notes.

However, it should be noted that certain other provisions of the Code applicable to corporations would impose an

environmental tax equal to the excess of "modified alternative minimum taxable income" over $2,000,000. The

environmental tax is not an alternative tax. Interest on the Notes will be included in effectively connected earnings

and profits for purposes of computing the branch profits tax on certain foreign corporations doing business in the

United States. In addition, the Code disallows certain federal income tax deductions of certain financial institutions

and property and casualty insurance companies which acquire the Notes.

The Corporation has designated the Notes as "qualified tax-exempt obligations" under Section 265 (b) (3) of
the Code.

In the opinion ofNote Counsel, the Notes are exempt from ad valorem taxation and interest thereon is exempt

from income taxation by the Commonwealth of Kentucky and any political subdivisions thereof.
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Prior to any purchase of the Bonds prospective purchasers of the Notes are advised to consult their own tax

advisors as to the impact of the Code, upon their acquisition, holding or disposition of the Notes.

FINANCIAL ADVISOR

Prospective bidders are advised that Ross, Sinclaire and Associates, Inc. ("Ross Sinclaire") has been employed

as Financial Advisor in connection with the issuance of the Notes. Ross Sinclaire's fee for services rendered with

respect to the sale of the Notes is contingent upon the issuance and delivery thereof. Bidders, including Ross Sinclaire,

may submit a bid for the purchase of the Notes at the time of the advertised public sale, either individually or as a

member of a syndicate organized to submit a bid for the purchase of the Notes.

CONCLUDING STATEMENT

The Corporation has approved and caused this Official Statement to be executed and delivered by its

President. In making this Official Statement the Corporation relied upon information furnished to it by the County

and the Corporation, and does not assume any responsibility as to the accuracy or completeness of any of the

information in this Official Statement except as to copies of documents denominated "Notice ofNote Sale," "Official

Bid Form," and "Official Terms and Conditions ofNote Sale." The financial information supplied by the County of
Floyd and the Administrative Office of the Courts and reproduced herein, is represented by the County to be correct.

No dealer, broker, salesman, or other person has been authorized by the Corporation, the County, or the

Financial Advisor to give any information or representations, other than those contained in this Official Statement, and

if given or made, such information or representations must not be relied upon as having been authorized by any of the

foregoing. This Official Statement does not constitute an offer to sell or the solicitation of any person in any

jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. Except when otherwise

indicated, the information set forth herein has been obtained from the County and believed to be reliable, however,

such information is not guaranteed as to accuracy or completeness by, and is not to be construed as a representation

by the Financial Advisor or by Note Counsel. The delivery of this Official Statement at any time does not imply that

information herein is correct as of any time subsequent to the date hereof.

By: /s/ Paul Hunt Thorn son
President
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FLOYD COUNTY, KENTUCKY

Prestonsburg, the county seat of Floyd County, is located in the Eastern Kentucky Coal Field Region on the

Levisa Fork of the Big Sandy River. Prestonsburg is located 120 miles southeast of Lexington, Kentucky; 190 miles
southeast of of Louisville, Kentucky; 163 miles southeast of Cincinnati, Ohio; and 188 miles northeast of Knoxville,
Tennessee. Prestonsburg had an estimated population of 3,612 in 2000.

Floyd County covers a total land area of 394.29 square miles. The elevation ranges from 580 to 2320 feet
above sea level. Floyd County had an estimated 2003 population of 42,272.

The Economic Framework

Floyd County firms employed 13,195 people in 2003. Manufacturing firms in the county reported 260
employees; 3,945 people were employed in service occupations; construction firms provided 775 jobs; 2,585 people
were employed by trade, transportation, and utilities; financial activities accounted for 989 employees; the information

sector employed 329 people; public administration firms reported 498 employees.

Labor Supply

In 2001, there was an estimated labor supply of25,142 persons available for industrial jobs in the labor market

area. In addition, from 2002 through 2007, 15,289 young persons in the area will become 18 years of age and

potentially available for industrial jobs.

Transportation

Prestonsburg is served by U.S. 23/460 and Kentucky 114. The Mountain Parkway, twenty-two miles

northwest, provides easy access to Interstate 64, ninety-eight miles northwest. Kentucky 80, four miles south of
Prestonsburg provides access to the Daniel Boone Parkway, forty-six miles southwest. Ten trucking companies
provide Prestonsburg with interstate and/or intrastate service. Rail service is provided to Prestonsburg by CSX
Transportation. The Combs Airport, eight miles north ofPrestonsburg, has a 3,200-foot paved runway. The Big Sandy
Regional Airport, nineteen miles northeast of Prestonsburg, has a 5,000-foot paved runway. The nearest scheduled

commercial airline service is available at the Tri-State Airport near Huntington, West Virginia, seventy-three miles

northeast of Prestonsburg.

Power and Fuel

Electric power is provided to Prestonsburg and portions of Floyd County by American Electric Power, Big
Sandy RECC, and the East Kentucky Power Cooperative. Natural gas service is provided by Columbia Gas of
Kentucky, Inc., East Kentucky Utilities, and Prestonsburg City Utilities Commission.

Education

Primary and secondary education is provided to Prestonsburg and Floyd County by the Floyd County School
System. There are three nonpublic schools that serve Floyd County. Prestonsburg Community College, a unit of the
University of Kentucky Community College System, offers associate degree programs and curricula for the first two
years of a baccalaureate program and is located in Prestonsburg. In addition, 12 other institutions of higher learning
are located within 60 miles of Prestonsburg. There are 18 technical schools located within 60 miles of Prestonsburg.



LOCAL GOVERNMENT

Structure

The City of Prestonsburg is governed by a mayor and eight (8) council members. The mayor is elected to a

four-year term while the council members each serve two-year terms. Floyd County is served by a county

judge/executive and three (3) commissioners. Each county official serves a four year term.

Planning and Zoning

City agency —Prestonsburg Planning and Zoning Commission

Zoning enforced - Within city limits
Subdivision regulations enforced - Within city limits

Local codes enforced —Building and Housing

Mandatory state codes enforced - Kentucky Plumbing Code, National Electric code, Kentucky Boiler
Regulations and Standards, Kentucky Building Code (modeled after BOCA code)

Local Fees and Licenses

The city of Prestonsburg levies an occupational license fee of 1.5%of wages, salaries, and commissions of
individuals and 1.5%of net profits of business. A restaurant and motel tax of 3% of gross receipts is assessed with

proceeds going directly to promote tourism and upgrade the city's parks. An annual business license fee is also

assessed by the city. The fees are assessed according to type of business and range from $ 10 to $ 1,200.

Sales and Use Tax

A state sales and use tax is levied at the rate of 6.0% on the purchase or lease price of taxable goods and on

utility services. Local sales taxes are not levied in Kentucky.

State and Local Property Taxes

The Kentucky Constitution requires the state to tax all classes of taxable property, and state statutes allow

local jurisdictions to tax only a few classes. All locally taxed property is subject to county taxes and school district

taxes (either a county school district or an independent school district). Property located inside the city limits may

also be subject to city property taxes. Property assessments in Kentucky are at 100% fair cash value. Accounts

receivable are taxed at 85% of face value. Special local taxing jurisdictions (fire protection districts, watershed

districts and sanitation districts) levy taxes within their operating areas (usually a small portion of a community or

county).

The table below lists the assessed property valuation of the county as reported by the Department ofRevenue,

Frankfort, Kentucky:

Description 1999
Tax Year Assessment - January 1-

2000 2001 2002 2003

Real Estate
Tangible Property
Motor Vehicle
Watercraft
Totals:

$776,286,587
198,768,381
172,113,479

4,722,175
$ 1,151,890,622

$743,685,618
210,626,463
189,582,138

4,908,206
$ 1,148,802,425

$824,447,135
215,131,602
191,800,425

5,310,736
$1,236,689,898

$871,406,119
221,617,413
191,311,667

5,380,349
$ 1,289,715,548

$884,365,843
203,807,909
198,471,198

5,401,206
$1,292,046,156

% Increase (Decrease) -0.27% 7.65% 4.29% 0.01%



Ten Largest Taxpayers

The following table lists the ten largest real property taxpayers of the County as reported by the Floyd County

Property Valuation Administrator for fiscal year 2004:

Rank Tax Pa er

——————————Assessment - January 1——————-
Real Tangible Total R.E '/o of

Pro ert Pro ert & Tan ible Assessments

1 Columbia Natural Resources
2 USSC Inc.
3 Glimcher
4 Big Sandy Wholesale
5 R&S / Godwin
6 Whayne Supply
7 Knott Floyd
8 NRS Ventures
9 Worldwide Equipment
10 Walmart

$9,540,000
6,624,000
3,900,000
5,500,000

319,700
4,092,000
1,483,000

$9,851,759

1,968,486

5,346,898
2,318,713

1,061,473
4,009,639

$9,851,759
9,540,000
6,624,000
5,868,486
5,500,000
5,346,898
2,638,413
4,092,000
2,544,473
4,009,639

0.76'yo
0.74'lo
0.51'yo
0.46'/o
0.43'lo
0.41'/o
0.20'/o
0.32'yo
0.20'/o
0.31'/o

LABOR MARKET STATISTICS

The Prestonsburg Labor Market Area includes Floyd County and the adjoining Kentucky counties ofJohnson,

Knott, Lawrence, Letcher, Magoffin, Martin, and Pike.

Population

————————————Estimate Year ————————————
Descri tion 1999 2000 2001 2002 2003

Labor Market Area 224,528 219,027 217,916 217,719
Floyd County 43,266 42,441 42,350 42,226
Prestonsburg 3,758 3,612 3,602 3,588

Source: U.S. Department of Commerce, Bureau of the Census.

217,621
42,272
3,677

Population Projections

—————————-Estimate Year ————————-
Descri tion 2005 2010 2015 2020

Labor Market Area 217,035 213,497 208,538 202,382
Floyd County 41,893 41,052 39,881 38,419

Source: Kentucky State Data Center, University ofLouisville and Kentucky Cabinet for Economic Development.
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Unemployment Statistics

Descri tion 1999 2000
-Year Ending December 31————————

2001 2002 2003

County of Floyd
Civilian Labor Force
Employment
Unemployment
Unemployment Rate

13,814
12,746
1,068
7.73%

13,305
12,310

995
7.48%

13,195
12,353

842
6.38%

13,695
12,813

882
6.44%

14,020
12,896
1,124
8.0%

State of Kentucky:
Civilian Labor Force
Employment
Unemployment
Unemployment Rate

1,966,574
1,878,686

87,888
4.47%

1,981,868
1,900,116

81,752
4.12%

1,967,572
1,859,668
107,904
5.48%

1,984,983
1,888,451

96,532
5.60%

1,965,011
1,835,477
129,534

6.2%

US Comparable Rate:
Unemployment Rate 4.20% 4.00% 4.80% 5.70% 6.00%

Source: The Kentucky Department for Employment Services

EDUCATION

Public Schools

2002-2003

Total Enrollment
Pupil-Teacher Ratio
Expenditures per Pupil

Flo d Count

6,971
15.8

$7,838

Source: Kentucky Department ofEducation, Office of Curriculum, Assessment and Accountability.

Vocational Training

Vocational training is available at both the state vocational-technical schools and the area vocational education

centers. The state vocational-technical schools are post-secondary institutions. The area vocational education centers

are designed to supplement the curriculum of high school students. Both the state vocational-technical schools and

the area vocational education centers offer evening courses to enable working adults to upgrade current job skills.

Arrangements can be made to provide training in the specific production skills required by an industrial plant.

Instruction may be conducted either in the vocational school or in the industrial plant, depending upon the desired

arrangements and the availability of special equipment.

Bluegrass State Skills Corporation

The Bluegrass State Skills Corporation, an independent public corporation created and funded by the

Kentucky General Assembly, provides programs of skills training to meet the needs of business and

industry from entry level to advanced training, and from upgrading present employees to retraining experienced

workers.



The Bluegrass State Skills corporation is the primary source for skills training assistance for a new or existing

company. The Corporation works in partnership with other employment and job training resources and programs, as

well as Kentucky's economic development activities, to package a program customized to meet the specific needs of
a company.

Vocational

Mayo Technical College
Martin County ATC
Knott County ATC
Pike County ATC
Belfry ATC
Morgan County ATC
Breathitt County ATC
Phelps ATC
Hazard Technical College
Letcher County ATC
Leslie County ATC
Carter County Vocational School
Rowan Technical College
Lee County ATC
Ashland Technical College
Boyd Co. High School Vocational School
Russell ATC
Floyd County ATC (GARTH)

Location

Paintsville
Inez
Hindman

Millard
Belfry
West Liberty
Jackson
Phelps
Hazard
Whitesburg
Hyden
Olive Hill
Morehead
Beatyville
Ashland
Ashland
Russell
Martin

Cumulative
Enrollment

359
254
474
145
194
337
318
98
634
327
490
116
468
289
659
481
111
263

Source: Kentucky Cabinet for Workforce Development; KY Community and Technical College System; KYDepartment of'Education.

Colleges and Universities

Institution

Prestonsburg Community College
Pikeville College
Alice Lloyd College
Hazard Community College, Lees College Campus

Hazard Community College
Southeast Community College, Whitesburg Campus

Kentucky Christian College
Southeast Community College
Clinch Valley College of the University of Virginia
Morehead State University
Marshall University
Ashland Community College
Ohio University Southern

Location

Prestonsburg
Pikeville

Pippa Passes
Jackson
Hazard
Whitesburg
Grayson
Cumberland

Wise, WV
Morehead
Huntington, WV
Ashland
Ironton, OH

Enrollment
Fall 2001

2,360
1,194
565
N/A

2,485
N/A
594

2,491
1,551
9,027
13,164
2,626
2,368

Source: Kentucky Cabinet for Economic Development.
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FINANCIAL INSTITUTIONS

Institution
Total
Assets

Total
Deposits

First Commonwealth Bank
First Prestonsburg Bancshares, Inc.

$ 166,946,000
$ 173,451,000

$ 123,524,000
$ 126,116,000

Source: McFadden American Financial Directory, Jzdy —December 2004 Edition 2004 Edition.

EXISTING INDUSTRY

Firm
Allen

May Block & Concrete Products Co
Ivel
R&S Goodwin

Unisign Corp
Martin
Frasure Manufacturing &, Electrical
Services
Shirt Gallery
Prestonsburg
Faith Signs & Awnings Co/Action
Outdoor
Floyd County Newspapers Inc
Jim C Hamer Co
Logan Corp

Republic Diesel

Product

Concrete blocks & products

Steel & aluminum fabricaating: dump truck bodies &
trailers
Metal, painted, plastic, electrical & wooden signs

Electrical coal mining equipment, battery chargers &,

beltline starters
Fabric screen printing, embroidery

Vinyl, plastic, painted, metal &, magnetic signs; fabric
awnings

Newspaper & shopping guide publishing & offset printing
Sawmill
Metals service center: steel cutting, slitting, shearing &,

drain pipes
Automotive & truck driveshafts

Total
Em lo ed

10

119

10

12

21

48
27
26

Source: Kentucky Cabinet for Economic Development.

[The remainder of this page is intentionally left blankJ
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PROPERTY TAX RATES

————Tax Year 1999———-
Real Motor

Estate Tangible Vehicle

————Tax Year 2000————
Real Motor

Estate Tangible Vehicle

————Tax Year 2001———,:————Tax Year 2002————
Real Motor Real Motor

Estate Tangible Vehicle Estate Tangible Vehicle

————Tax Year 2003————
Real Motor

Estate Tangible Vehicle

ounty-
xtension Services
eneral

ealth

ibrary
Soil Conservation

otals:

$0.0120
$0.1470
$0.0400
$0.0280
$0.0100
$0.2370

$0.0134
$0.1968
$0.0400
$0.0430
$0.0000
$0.2932

$0.0110
$0.1970
$0.0400
$0.0223
$0.0000
$0.2703

$0.0120
$0.1470
$0.0400
$0.0280
$0.0100
$0.2370

$0.0128 $0.0110
$0.1875 $0.1970
$0.0400 $0.0400
$0.0369 $0.0223
$0.0000 $0.0000
$0.2772 $0.2703

$0.0124
$0.1520
$0.0400
$0.0300
$0.0100
$0.2444

$0.0149 $0.0110
$0.1520 $0.1970
$0.0400 $0.0400
$0.0445 $0.0223
$0.0000 $0.0000
$0.2514 $0.2703

$0.0124
$0.1440
$0.0400
$0.0310
$0.0100
$0.2374

$0.0149
$0.1440
$0.0400
$0.0448
$0.0000
$0.2437

$0.0110
$0.1970
$0.0400
$0.0223
$0.0000
$0.2703

$0.0134
$0.1450
$0.0400
$0.0340
$0.0100
$0.2425

$0.0158
$0.1525
$0.0400
$0.0516
$0.0000
$0.2599

$0.0110
$0.1970
$0.0400
$0.0223
$0.0000
$0.2703

chool-
loyd County $0.5890 $0.5920 $0.5540 $0.5930 $0.5930 $0.5540 $0.6060 $0.6060 $0.5540 $0.6000 $0.6000 $0.5540 $0.6070 $0.6070 $0.5540

ity-
llen

artin

restonsburg
ayland

eelwright

$0.2200
$0.2170

$0.3500

$0.2200
$0.2620

$0.3500

$0.2200
$0.2780

$0.3500

$0.2200
$0.2170

$0.3500

$0.2200 $0.2200 $0.2200
$0.2620 $0.2780 $0.2120

$0.3500 $0.3500 $0.3500

$0.2200 $0.2200
$0.2810 $0.2780

$0.3500 $0.3500

$0.2300
$0.2200
$0.2170
$0.4900
$0.3500

$0.2300
$0.2200
$0.3080
$0.4900
$0.3500

$0.0000
$0.2200
$0.2780
$0.0000
$0.3500

$0.2300
$0.2200
$0.2169
$0.4900
$0.3500

$0.2300
$0.2200
$0.3331
$0.4900
$0.3500

$0.0000
$0.2200
$0.2780
$0.0000
$0.3500

pecial-
llen Fire District
uxier Fire
etsy Lane Fire District
ow Creek Fire District
avid Fire District
arrett Fire District
eft Beaver Fire District
artin Fire District
aytown Fire District
iddle Creek Fire District
udcreek Fire District
orth Floyd Fire
oler Creek Fire District
a land Fire District

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000
$0.1000 $0.1000 $0.1000

$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000
$0.1000 $0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000

$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
$0.1000
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APPENDIX C

FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES CORPORATION
FIRST MORTGAGE REVENUE BOND ANTICIPATION RENEWAL

NOTES, SERIES 2004B

Continuing Disclosure Agreement



CONTINUING DISCLOSURE AGRKKMKNT

This Continuing Disclosure Agreement (the "Agreement" ) is made, entered into and effective as of the
1"day of September, 2004, between the County ofFloyd, Kentucky, apolitical subdivision of the Commonwealth

of Kentucky (the "County" ) and the Floyd County, Kentucky Public Properties Corporation, a nonprofit, nonstock

corporation acting as the agency, instrumentality and constituted authority for the County, and the Registered and

Beneficial Owners of the Notes, hereinafter identified (the "Corporation" ). For purposes of this Agreement,

"Beneficial Owner" means the person or entity treated as the owner of the notes for federal income tax purposes

and "Registered Owner" means the person or entity named on the Registration Books of the Bond Registrar.

WITNESSETH

WHEREAS, the Corporation has acted as the issuing agency for the County, pursuant to the provisions

of Section 58.180 and 273.390 of Kentucky Revised Statutes ("KRS")and has executed, delivered and entered

into a Mortgage Deed ofTrust between the Corporation and Citizens National Bank ("Trustee" ) in connection with

the authorization, sale and delivery of$2,455,000 of the Corporation's First Mortgage Revenue Bond Anticipation

Renewal Notes, Series 2004B, dated September 1, 2004 ("Notes" ) which Notes were offered for sale under the

terms and conditions of a Final Offering Statement ("FOS") prepared by Ross, Sinclaire K Associates, Inc.,
Lexington, Kentucky ("Financial Advisors" ) and approved by the authorized representatives of the County and

Corporation;

WHEREAS, the Securities and Exchange Commission ("SEC"),pursuant to the Securities and Exchange

Act of 1934, has amended the provision of SEC Rule 15c2-12 relating to financial disclosures by the issuers of
municipal securities under certain circumstances ("Rule" ); and

WHEREAS, it is intended by the parties to this Agreement that all terms utilized herein shall have the

same meanings as defined by the Rule; and

WHEREAS, the Corporation and the County are "obligated persons" as defined by the Rule and subject

to the provisions of said Rule; and

WHEREAS, the Corporation and the County wish to provide for the disclosure of certain information

concerning the Notes, the Project and other matters on an on-going basis as set forth herein for the benefit of the

Holders of the Notes or Beneficial Owners thereof ("Noteholders") in accordance with the provisions of the Rule.

NOW THEREFORE, in order to comply with the provisions of the Rule and in consideration of the

purchase of the Notes by the Registered and Beneficial Owners, the parties hereto agree as follows:

1. THE UNDERTAKING

1.1 This Agreement shall constitute a written undertaking for the benefit of the Registered and

Beneficial Owners of the Notes, and is being executed and delivered solely to assist the purchasers of the Notes

in complying with subsection (b)(5) of the Rule.

1.2 (a) the County and the Corporation shall provide annual financial information with respect to

each fiscal year of the County or Corporation, commencing with Fiscal Year 2002, by no later than nine (9)
months after the end of the respective fiscal year, and within fifteen (15)business days, if possible, after the final

publication date of such Audited Financial Statements, to each NRMSIR and the SID.

(b) the County and the Corporation, as the case maybe, shall provide, in a timely manner, notice

of any failure of the County or Corporation to provide the Annual Financial Information by the date specified in

subsection (a) and (b) above to either the Municipal Securities Rulemaking Board ("MSRB"),or NRMSIR, and

the SID.



(c) for purposes of the Rule, "Annual Financial Information" means financial information or

operating data provided annually, of the type included in the FOS with respect to the County or the Corporation

and shall include annual audited financial statements for the County in order that the recipients will be provided

with ongoing information regarding revenues and operating expenses of the County or the Corporation, as the case

may be.

(d) the Annual Financial Information shall be prepared in accordance with generally accepted

accounting principles, generally accepted auditing standards or in accordance with the appropriate sections ofKRS

or Kentucky Administrative Regulations.

(e) for purposes of this Agreement, "NRMSIR" shall mean National Recognized Municipal

Securities Information Repositories, as specified by SEC Regulations and "SID" shall mean and refer to State

Information Depositories, if any.

2. MATERIAL EVENTS NOTICES.

Under the Rule, Section 15c2-12(b)(5)(i)(C), the following eleven (11)events must be disclosed to the

NRMSIRS or to the SID, if any, and the Municipal Securities Rule Making Board ("MSRB"),if material:

(1) Principal and interest payment delinquencies;

(2) Nonpayment related defaults;

(3) Unscheduled draws on debt service reserves reflecting financial difficulties;

(4) Unscheduled draws on credit enhancements reflecting financial difficulties;

(5) Substitution of credit or liquidity providers, or their failure to perform;

(6) Adverse tax opinions or events affecting the tax-exempt status of the Bonds;

(7) Modifications to rights of Bondholders;

(8) Note calls;

(9) Defeasances;

(10) Release, substitution or sale of property securing the repayment of the Notes; and

(11) Rating changes.

Notice of said material events shall be given to the entities identified in this Section by the County or the

Corporation on a timely basis in light of the date of occurrence of the material events. Notwithstanding the

foregoing, the provisions of the documents under which the Notes are authorized and issued do not provide for

a debt service reserve, credit enhancements or credit or liquidity providers.

In accordance with Rule Section 15c2-12(b)(5)(i)(D), the County and the Corporation agree that in the

event of a failure to provide the Annual Financial Information required under Section 1 of this Agreement, it will

notify each NRMSIR or MSRB and SID of such failure in a timely manner.



3. SPECIAL REQUESTS FOR INFORMATION.

Upon the request of any Registered or Beneficial Owner of the Notes or the original purchaser of the

Notes or any subsequent broker-dealer buying or selling said Notes on the secondary market ("Underwriters" ),
the County and/or the Corporation shall cause financial information or operating data regarding the conduct of
the affairs of the County or the Corporation to be made available on a timely basis following such request.

4. DISCLAIMER OF LIABILITY.

The County and the Corporation hereby disclaim any liability for monetary damages for any breach of
the commitments set forth in this Agreement and remedies for any breach of the County's or the Corporation's

continuing disclosure undertaking shall be limited to an action for specific performance or mandamus in a court

of competent jurisdiction in Kentucky following notice and an opportunity to cure such a breach.

5. FINAL OFFERING STATEMENT.

That the Final Offering Statement prepared by the Financial Advisor and approved by the authorized

representatives of the County and the Corporation is hereby incorporated in this Agreement as fully as if copied

herein and the "annual financial information" required under Section 1 hereof shall in summary form update the

specific information set forth in said Statement.

6. DURATION OF THE AGREEMENT.

This Agreement shall be in effect so long as any of the Notes remain outstanding and unpaid; provided,

however, that the right is reserved by the County and/or the Corporation to delegate its responsibilities under the

Agreement to a competent agent or trustee, or to adjust the format of the presentation of annual financial

information so long as the intent and purpose of the Rule to present adequate and accurate financial information

regarding the County or the Corporation is served.

7. AMENDMENT; WAIVER.

Notwithstanding any other provision of this Agreement, the County and the Corporation may amend this

Agreement, and any provision of this Agreement may be waived, provided that the following conditions are

satisfied:

(a) If the amendment or waiver relates to the provisions of Section 1, it may only be made in connection

with a change in circumstances that arises from a change in legal requirements, change in law, or change in the

identity, nature or status of an obligated person with respect to the Notes, or the type of business conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of nationally

recognized bond counsel, have complied with the requirements of the Rule at the time of the original issuance of
the Notes, after taking into account any amendments or interpretations of the Rule, as well as any change in

circumstances; and

(c) The amendment or waiver either (i) is approved by the holders of the Notes in the same manner as

provided in the Mortgage Deed of Trust for amendments to the Mortgage Deed of Trust with the consent of
holders, or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the interests of
the Registered Owners or Beneficial Owners of the Notes.



In the event of any amendment or waiver of a provision of this Agreement, the County and/or the

Corporation shall describe such amendment or waiver in the next Annual Report, and shall include, as applicable,

a narrative explanation of the reason for the amendment or waiver and its impact on the type (or in the case of a

change of accounting principles, on the presentation) of financial information or operating data being presented

by the County or the Corporation. In addition, if the amendment relates to the accounting principles to be
followed in preparing financial statements, (i) notice of such change shall be given in the same manner as for a

material event under Section 15c2-12(b)(5)(i)(C)of the Rule, and (ii) the Annual Report for the year in which the

change is made should present a comparison (in narrative form and also, if feasible, in quantitative form) between

the financial statements as prepared on the basis of the new accounting principles and those prepared on the basis

of the former accounting principles.

8. DEFAULT.

In the event of a failure of the County or the Corporation to comply with any provision of this Agreement,

the County or the Corporation may and, at the request of any Underwriter or any Registered or Beneficial Owner

of Notes, shall, or any Registered or Beneficial Owner may, take such actions as may be necessary and

appropriate, including seeking mandate or specific performance by court order, to cause the County or the

Corporation to comply with its obligations under this Agreement. A default under this Agreement shall not be
deemed an event of default under the Mortgage Deed of Trust, and the sole remedy under this Agreement in the

event of any failure of the County or the Corporation to comply with this Agreement shall be an action to compel

performance.

In witness whereof the parties hereto have executed this Agreement as of the date first above written.

COUNTY OF FLOYD, KENTUCKY

ATTEST:
County Judge/Executive

Fiscal Court Clerk
FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION

ATTEST:
Chairman/President

Secretary

(C-4)
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September 30, 2004

Floyd County, Kentucky Public Properties Corporation
Floyd County Courthouse
Prestonsburg, Kentucky

Re: $2,455,000 Floyd County, Kentucky Public Properties Corporation Revenue Bond Anticipation

Renewal Note, Series 2004B

Ladies and Gentlemen:

We have acted as bond counsel in connection with the authorization, sale, and issuance today of the

above-referenced note (the "Notes" ).

The Note has been issued by the Floyd County, Kentucky Public Properties Corporation (the
"Corporation" ), a Kentucky nonprofit corporation and an agency and instrumentality of the County of Floyd,

Kentucky (the "County" ),pursuant to Sections 58.150and 56.513of the Kentucky Revised Statutes, an Resolution

adopted by the Fiscal Court of the County on September 17, 2004 (the "Authorizing Resolution" ), and a resolution

adopted by the Board of Directors of the Corporation on September 17, 2004 (the "Note Resolution" ), for the

purpose of providing interim financing for the acquisition, construction, and development of water lines to be

located within the County (the "Project", as more particularly described in the Note Resolution). The Note is

payable solely from (i) the proceeds of revenue bonds (the "Bonds") which the Corporation has determined in the

Note Resolution that it will issue for the purpose of financing the, Project (if and to the extent other amounts are

not available and applied to such purpose), such Bonds to be payable from a special fund to which some or all of
the revenues of the Project (the "Revenues" ) will be paid, if and when the Bonds are issued and the proceeds

thereof have been received and are available, or (ii) from the Revenues available prior to and at the maturity of
the Note.

For purposes of rendering this opinion, we have examined the Authorizing Resolution, the Note

Resolution, the Note, and the other documents included in the transcript of proceedings of even date herewith

relating to the authorization, sale, and issuance of the Note, and we have relied upon the opinion of even date

herewith included in such transcript of Keith Bartley, Esq., Prestonsburg, Kentucky, counsel to the County and

the Corporation, as to the matters stated therein.

Based upon such examination, we are of the opinion that:

(i) The Note Resolution has been duly adopted by the Corporation and is the valid and binding

obligation of the Corporation enforceable in accordance with its terms.

(ii) The issuance and sale of the Note have been duly authorized by the Corporation. The Note has

been duly sold, executed, issued, and delivered and is the valid and binding obligation of the

Corporation enforceable in accordance with its terms.

(iii) No approval of any governmental authority is required which has not been obtained for the valid

authorization, execution, sale, and issuance of the Note by the Corporation.

(iv) Under existing law and as of the date hereof, interest on the Note is excluded from gross income

for Federal income tax purposes.

(v) The Note is a "qualified tax-exempt obligation" within the meaning of Section 265(b)(3) of the

Internal Revenue Code (the "Code").



(vi) Under the laws of the Commonwealth of Kentucky (the "Commonwealth" ) as presently enacted

and construed, the Note is exempt from ad valorem taxation, and the interest thereon is exempt

from income taxation, by the Commonwealth and all its political subdivisions and taxing

authorities.

For the purpose of rendering our opinion set forth in Paragraph 5 above, we have assumed compliance

by the Corporation with the requirements of the Code that must be met subsequent to the issuance of the Note in

order that the interest thereon be and remain excluded from gross income for Federal income tax purposes. Failure

to comply with such requirements could cause the interest on the Note to be included in gross income for Federal

income tax purposes retroactive to the date of issuance of the Note. The Corporation has covenanted in the Note

Resolution to comply with such requirements.

Our opinion set forth above is subject to the qualification that the enforceability of the Note Resolution

and the Note may be limited by bankruptcy, reorganization, moratorium, insolvency, or other laws relating or

affecting the enforcement of creditors'ights and by the exercise ofjudicial discretion in accordance with general

equitable principles.

We call your attention to the fact that the Note does not constitute an indebtedness of the Corporation

within the meaning of the Constitution and laws of the Commonwealth and is payable solely from the sources

described in the Note. The Note does not pledge the general credit of the Corporation or the general credit or

taxing power of the Commonwealth, the County, or any other political subdivision of the Commonwealth. The

Corporation has no taxing power.

This opinion is solely for the benefit of the addressees hereof and no other person may rely upon this

opinion without our prior written consent.

Yours truly,

COX BOWLING & JOHNSON PLLC.

(D-2)







OFFERING CIRCULAR DATED JUNE 23, 2005

New Issue
8ank Interest Deduction Eligible

Moody's: "'Aaa"

(XLCA)

ln the opinion oj'Special Counsel, under existing laws, regulations, rulings, andjudicial decisions interest on rhe Leases rece't veil by the ttegistered Owners

of the Certificates is not includible in gross income of a Ltegistered Owner thereof for federal income tax purposes under the lniernal ltevetrue Code of 7986, as
amended, and is not an t'tern of tax preference for purposes of the alternative niinimum tax imposed on iirdividuals and corporations. l'rirthermore, Special Counsel

is of the opinion that the interest payable with respect to the Certificates is exenipt from income taxation and the Cer%cates are exempt from ad valorem taxation by

the Commonwealth ofKentuchy and any of its political subdivisions. See "TAX 7'RLrA7MEN'I" herein.

$2,600,000
Kentucky Area Development Districts Financing Trust

Lease Acquisition Program Certificates of Participation, 2005 Series K
Evidencing the Proportionate Interests of the Owners Thereof in a Lease of:

County of Floyd, Kentucky, Lessee

Dated: Date of Delivery Due: June I, as shown below

'fhe Certificates will be initially issued as a single registered Certificate for each maturity in the name of CEDE k Co., as

registered owner and nominee of'I'hc Depository Trust Company (nDTC"), New York, New York. DTC will act as securities depository

for the Certificates. Individual purchases may be made in book-entry-only form in denominations of $5,000 and integral multiples thereof,

Purchasers will not receive certificates representing their interest in thc Certificates purchased. Principal and interest evidenced and

represented by the Certificates wi!I bc payable by wire transfer to DTC which in turn will remit such principal and intcrcst to the DTC
Participants for subsequent disbursement to the Beneficial Owners of the Certificates, as more fully described herein.

The Certificates will be executed and delivered pursuant to a Master Trust Indenture dated as of August I, 2001 {the
"Indenture" ) between the Kentucky Area Development Districts Financing Trust (the "Financing Trust" ) and Bank of New York Trust

Company, as trustee (the "Trustee" ). The Certificates evidence a proportionate interest in certain financing leases (the "Leases" ) between

the Financing Trust and the lessees identified above (the "Lessees" ). The Lease of each Lessee are payable from the sources identified

in the Lease for each Lessee and described in APPENDIX A hereto. The Certificates are payable solely from payments made under the

Leases and from moneys in various funds and accounts established under the Indenture pursuant to which the Certificates are being

executed and delivered, all as further described herein. The obligation of the Lessees to registered owners of the Certificates is a several

and not a joint obligation.

Interest on the Certificates is payable on each December I and June I, beginning December I, 2005. The Certificates mature

on the date, in the principal amounts, bear interest at the rate per annum and have the prices or yields as follows:

$ 155,000 3.00% Term Certificates due June I,
$ 105,000 3,30% Term Certificates due June I,
$ 110,000 3.50% Term Certificates due June I,
$ 185,000 3.80% Term Certificates due Junc I,
$280,000 4.25% Term Certificates due Junc I,
$ 330,000 4.50% Term Certificates due June I,
$ 285,000 4.60% Term Certificates due June I,

$ 1,150,000 4.70% Term Certificates due June I

2008, Priced at Par —CUSIP 49119FQQ7
2010, Priced at Par —CUSIP 49119FQR5
2012, Priced at Par CUSIP 49119FQS3
2015, Priced at Par —CUSIP 491191"QTI
2019, Priced at Par — CUSIP 49119FQU8
2023, Priced at Par — CUSIP 49119FQV6
2026, Priced at Par CUSII'9119FQW4
, 2035, Priced at Par —CUSIP 491!9FQX2

Payment of thc principal and interest on the Certificates when due is insured by a financial guaranty insurance policy

to bc issued by XL Capital Assurance, Inc. simultaneously with the dclivcry of the Obligations

XC cAPITAL A%URAN(:E
'fhe Certificates are subject to optional redemption prior to their stated maturity as described herein.

Thc Certificates are offered upon the approval of legality by Cox, Bowling &, Johnson PLLC, Lexington, Kentucky. The

Financing Trust deems this Offering Circular to be final for purposes of Securities and Exchange Commission Rulc 15c2-!2(b)(1),
Delivery of the Certif'icates will be made against payment thcrcfor in thc offices ol'DTC in New York, New York, on or about June 28,
2005.



No broker, dealer, salesman or other person has been authorized to give any information or to make any

representations other than those contained in this Offering Circular in connection with the off'ering made hereby and,
if'iven

or made, such information or representations must not be relied upon as having been authorized by the Lessees
or the Underwriter. Neither the delivery of this Offering Circular nor any sale hereunder shall under any circumstances
create any implication that there has been no change in the affairs of any Lessee since the date hereof. This Offering

Circular does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the

Certificates in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The
information contained in this Offering Circular has been obtained from the Lessees and other sources believed by the

Underwriter to be reliable, but it is not guaranteed as to accuracy or completeness and is not to be construed as a

representation by the Underwriter.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE CERTIFICATES AT A

LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZiNG,
IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF
THE LESSEES, AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED.
THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORI'I'IES HAVE
NOT CONFIRMED THE ACCURACY OR DETERMINED 1 HE ADEQUACY OF THIS DOCUMENT. ANY

REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
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$ 2,600,000
Kentucky Area Development Districts Financing Trust

Lease Acquisition Program Certificates of Participation, 2005 Series K
Evidencing the Proportionate Interests of the Owners Thereof in a Lease of:

County of Floyd, Kentucky, Lessee

INTRODUCTION

The purpose of this Offering Circular is to provide certain information with respect to matters pertaining to the

offering of Kentucky Area Development Districts Financing Trust Lease Acquisition Program Certificates of
Participation, 2005 Series K (the "Certificates" ) that are being issued under a Master Trust Indenture dated as of August

I, 2001 (the "Indenture" ) between Bank o fN ew York Trust Company, as Trustee (the "Trustee" ) and the Kentucky Area

Development Districts Financing Trust (thc "Financing Trust" ). A summary of the Indenture is set forth in Appendix
A. In addition to the words and terms elsewhere defined in this Offering Circular, certain words and terms are defined

under "SUMMARY OF PRINCIPAL DOCUMENTS —Definitions.",

'I'hc Certificates are secured by an assignment by the Financing Trust, as Lessor, to the Trustee, of its right, title

and interest in and to leases (thc "Leases" ) with the County of Floyd as lessee (the "Lessee" ). The Lease is a General

Obligation Lease as described under the heading "SUMMARY OF PRINCIPAL DOCUMENTS —The Leases." The
source of payment under each form of Lease is described under such heading. The form of Lease applicable to each
Lessee is identified in APPENDIX A in the description contained in APPENDIX A relating to that Lessee. The
obligation of each Lessee to holders of Certificates is a several and not a joint obligation and is strictly limited to such

Lessee's obligations under its Lease and the allocable share thereof represented by the Certificates.

Each prospective investor in the Certificates should carefully review the information contained in this Offering

Circular prior to any such investment. The information contained herein has been obtained from the Financing Trust,
the Lessees and other sources which are believed to be reliable but is not guaranteed as to accuracy or completeness, and

is not to be construed as a representation by the Financing Trust or Ross, Sinclaire k. Associates, Inc., Cincinnati, Ohio.

THE FINANCING TRUST

The Interlocal Cooperation Act sets forth the procedure by which any two or more governmental agencies may

enter into agreements with one another and with third parties for joint or cooperative actions. In order to establish a

program to provide financing, certain governmental agencies of the Commonwealth of Kentucky entered into an

Interlocal Cooperation Compact, dated as of'April I, 1996 (the "Compact" ), pursuant to KRS 65.210 et seq,, which

authorized the creation of the Financing Trust to act as a legal entity under the Act, and the delivery of the proceeds of
such bonds to the Financing Trust to be held in trust and applied by the Financing 'I'rust for the purposes of the Program.

The Financing Trust is not empowered to issue its own revenue bonds, but acts solely as the administrator and

trustee of the proceeds of revenue bonds issued by qualified public agencies as defined in KRS 65.230 on behalf of the

Financing Trust and participating public agencies pursuant to KRS 65.270.The Compact which establishes the Financing

Trust has received the written approval of the State Attorney General as to the form and legality of said Agreement.

The Financing Trust has no capital stock and is not formed for profit, but to provide economical financing of
public projects throughout Kentucky for public agencies participating in the Program. The assets and earnings of thc

Financing Trust are to be used exclusively for the purposes sct forth in the Compact, and no part of the net earnings may

inure to thc benefit of any member or individual. The life of the Financing Trust is deemed perpetual, unless sooner
dissolved by a majority vote of its members; provided however, the Financing Trust cannot be dissolved so long as any

indebtedness is outstanding and unpaid.

The affairs and business of the Financing Trust are conducted by its members who constitute the governing body
of the Financing Trust to be known as its Board of Directors (the "Board" ). The Board consists of fifteen persons, one



member being appointed by each of the fifteen area development districts in the State. The officers of the Financing
Trust consist of a President, Secretary, Treasurer, and such Vice Presidents as the Board may elect. OfBcers, except the

office of President„do not have to be members of the Hoard,

DESCRIPTION OF THE CERTIFICATES

General

The Certificates will be dated the same date as they are delivered. Interest on the Certificates is payable on

December I and June I each year, beginning December I, 2005 at the rate set forth on the cover page to this Offering

Circular. The Certificates will mature on June I of each year, beginning Junc I, 2006 in the principal amount as set forth

on the cover page of this Offering Circular. The Certificates are to be issued in denominations of $ 5,000 and integral

multip les thereof.

Book Entry Only System

The Depository Trust Company ("DTC"), New York, New York, will act as securities depository for the

Certificates. The Certificates will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's

partnership nominee) or such other name as may be requested by an authorized representative of DTC. One

fully-registered Certificate will be issued for each maturity of the Certificates, each in the aggregate principal amount

of such maturity, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking organization"
within the meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation"
within the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the

provisions of ) 17A of the Securities Exchange Act of 1934. DTC holds securities that its participants ("Direct
Participants" ) deposit with DTC. DTC also facilitates the settlement among Direct Participants of securities transactions,
such as transfers and pledges, in deposited securities through electronic computerized book-entry changes in Direct
Participants'ccounts, thereby eliminating the need for physical movement of securities certificates. Direct Participants
include securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.
DTC is owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the American Stock
Exchange, LLC, and the National Association of Securities Dealers, Inc. Access to the DTC system is also available to

others such as securities brokers and dealers, banks, and trust companies that clear through or maintain a custodial

relationship with a Direct Participant, either directly or indirectly ("Indirect Participants" ), The Rules applicable to DTC
and its Direct and Indirect Participants are on file with the Securities and Exchange Commission.

Purchases of the Certificates under the DTC system must be made by or through Direct Participants, which will

receive a credit for the Certificates on DTC's records. The ownership interest of each actual purchaser of each Certificate
("Beneficial Owner" ) is in turn to be recorded on the Direct and Indirect Participants'ecords. Beneficial Owners will

not receive written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written

confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests

in the Certificates are to be accomplished by entries made on the books of Direct and Indirect Participants acting on

behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in

the Certificates, except in the event that use of the book-entry system for the Certificates is discontinued.

To facilitate subsequent transfers, all Certificates deposited by Direct Participants with DTC are registered in

the name of DTC's partnership nominee, Cede & Co. or such other nominee. The deposit of Certificates with DTC and

their registration in the name of Cede & Co. or such other name as may be requested by an authorized representative of
DTC do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the

Certificates; DTC's records reflect only the identity of the Direct Participants to whose accounts such Certificates are

credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible
for keeping account of their holdings on behalf of their customers,



Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to

Indirect Participants„and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the

Certificates. Under its usual procedures, DTC mails an Omnibus Proxy to the Trustee as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose

accounts the Certificates are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds and distributions on the Certificates will be made to CEDE & Co., or such other nominee

as may be requested by an authorized representative of DTC. DTC's practice is to credit Direct Participants accounts,
upon DTC's receipt of funds and corresponding detail information from the Trustee on the payable date in accordance
with their respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners will be governed

by standing instructions and customary practices, as is the case with securities held for the accounts of customers in

hearer form or registered in "street name," and will be the responsibility of such Participant and not of DTC, the Trustee,
or the Financing Trust, subject to any statutory or regulatory requirements as may be in effect from time to time.

Payment of redemption proceeds and distributions to CEDE & Co. (or such other nominee as may be requested by an

authorized representative of DTC) is the responsibility of the Financing Trust or the Trustee, disbursement of such

payments to Direct Participants shall be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners shall be the responsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Certificates purchased or tendcrcd through its

Participant, the Trustee, and shall effect delivery of such Certificates by causing the Direct participant to transfer the

Participant's interest in the Certificates, on DTC's records, to the Trustee. The requirement for physical delivery of the

Certificates in connection with a mandatory purchase will be deemed satisfied when the ownership rights in the

Certificates are transferred by Direct Participants on DTC's records and followed by a book-entry credit of tendered
Certificates to the Trustee's DTC account.

DTC may discontinue providing its services as securities depository with respect to the Certificates at any time

by giving reasonable notice to the Financing Trust or the Trustee. The Financing Trust may decide to discontinue use

of the system of book-entry transfers through DTC (or a successor securities depository). Under such circumstances,
in the event that a successor securities depository is not obtained, Certificate are required to be printed and delivered.

Neither the Financing Trust nor the Trustee will have any responsibility or obligation to any Direct Participant,
Indirect Participant or any Beneficial Owner or any other person not shown on the registration books of the Trustee as

being a holder with respect to: (I) the Certificates; (2) the accuracy of any records maintained by DTC or any Direct
Participant or Indirect Participant; (3) thc payment by D'I'C or any Direct Participant or Indirect Participant of any
amount due to any Beneficial Owner in respect of the purchase price of tendered Certificates or the principal or interest

on the Certif'icates; (4) the delivery by any Direct Participant or Indirect Participant of any notice to any Beneficial
Owner which is required or permitted under the terms of the Indenture to be given to holders; or (5) any consent given

or other action taken by DTC as holdei.

Beneficial Owners may be charged a sum sufficient to cover any tax, fee, or other governmental charge that may

be imposed in relation to any transfer or exchange of their interests in the Certificates.

The Financing Trust cannot and does not give any assurances that D'I'C, Direct Participants, Indirect Participants
or others will distribute payments of debt service on the Certificates made to DTC or its nominee as the registered owner,
or any other notices, to the Bcncficial Owners, or that they will do so on a timely basis, or that DTC, Direct Participants
or indirect Participants will serve and act in the manner dcscribcd in this Official Statement.

'I'he Financing Trust may decide to discontinue use of the system of book-entry transfers through DTC (or a

successor securities depository). In that event, Certificate will be printed and delivered,

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources
that the Financing Trust believes to be reliable, but the Financing Trust takes no responsibility for the accuracy thereof.



Optional Redemption

'I'he Certificates maturing on or after June I, 2016 are subject to optional redemption in whole or in part, on

any dated beginning June I, 2015, at a redemption price equal to the principal amount to be redeemed, plus interest
accrued to the date of redemption, without premuim.

Mandatory Sinking Fund Redemption

The Certificates maturing on the dates set forth below are subject to mandatory sinking fund redemption prior
to maturity at a redemption price of 100'/» of the principal amount to be redeemed, pIus accrued interest to the
redemption date, on the dates, in the years an in the principal amounts as follows:

Maturing June I, 2008 Maturing June I, 2010 Maturing June I, 2012

Date Amount Date Amount Date Amount

June I, 2006

June I, 2007

June I, 2008*

$ 55,000

$ 50,000

$ 50„000

June I, 2009 $ 50,000

Junc I, 2010'55,000
June I, 2011

June I, 2012*

$ 55,000

$ 55,000

Maturing June I, 2015 Maturing June I, 2019 Maturing June I, 2023

Date Amount Date Amount Date Amount

June I, 2013

June I, 2014

June I, 2015*

$ 60,000

$ 60,000

$ 65,000

June I, 2016

June I, 2017

June I, 2018

June I, 2019»

$ 65,000

$ 70,000

$ 70,000

$ 75,000

June I, 2020

June I, 2021

June I, 2022

June I, 2023*

$ 75,000

$ 80,000

$ 85,000

$ 90,000

Maturing June I, 2026 Maturing June I, 2035

Date Amount Date Amount Date Amount

June I, 2024

June I, 2025

June I, 2026*

$ 90,000

$ 95,000

$ 100,000

June I, 2027

June I, 2028

June I, 2029

June I, 2030

June I, 2031

$ 105,000

$ 110,QOO

$ 115,000

$ 120,QOO

$ 125,000

June I, 2032

Junc I, 2033

June I, 2034

$ 135,000

$ 140,000

$ 145,000

Junc I, 2035* $ 155,000



THE LESSEES AND PROJECTS

Thc Lcssce and their Project is dcscribcd in Appendix A hereto.

SOURCES & USES OF FUNDS

Sources:
Par Amount of Certificates
Total Sources of Funds;

$2,600,000.00
$2,600,000.00

Uses:
Deposits to Lesscc's Acquisition Fund

Deposit to COI Account
Bond Insurance Premium
Underwriter's Discount

Total Uses of Funds:

$2,451,885.45
$ 13,800.00
$ 82,314.55
$52 000.00

$2,600,000.00

SECURITY AND SOURCES OF PAYMENT

The Leases

Thc Lcasc is a General Obligation Lcasc as described under the heading "SUMMARY OF
PRINCIPAL DOCUMENTS —Thc Leases." The source of payment under each form of Lcasc is dcscribcd
under such heading, The form of Lease applicable to each Lcsscc is idcntificd in APPENDIX A in thc

description contained in APPENDIX A relating to that Lessee.

Thc County of Floyd, Kentucky plans to use the proceeds of thc Series 2005 K Certificates for
ihc purpose of paying off thc Floyd County, Kentucky Public Propcrtics Corporation First Mortgage
Rcvcnuc Bond Anticipation Renewal Notes, Series 2004„maturing on Iunc 30, 2005. I hc purpose of the

prior BANS was to fund water line expansions in thc Southern part of thc County.

The Certificates

The Ccrtificatcs arc being issued pursuant io thc lndcnturc and represent thc proportionate interests

of thc holders in ihc right to reccivc principal components and intcrcst components of Lcasc Rental Payments

under thc Lcascs without distinction as to thc relationship of any particular Lcasc to any particular
Certificate. Under thc Indcnturc, a Scrics Trust Estate is crcatcd upon thc issuance of each scrics of
ccrtificatcs and thc intcrcst of each holder ol ccrtificaics is limited io ihc Leases which arc a part of that

Scrics Trust Estate. A Series Trust Estate consists of all right, title and intcrcsi of thc Financing Trust in and

to (i) the Lcascs identified in thc Certificate of Issuance as being a part of such Scrics Trust Estate, (ii) thc

Lcasc Rental Payments duc under such Lcascs, (iii) thc Collateral Documents rclatcd thcrcto, if'any, (iv) all

moneys and securities, including earnings thcrcon, held in thc Funds and Accounts crcaicd hcrcundcr for
such Scrics Trust Estate other than in any Rchatc Fund and (v) all property, rights and assets of any kind and



nature that arc pledged, assigned or transfcrrcd as and for security under a Series Trust Estate by 1hc

I inancing Trust or by anyone on its behalf or with its written consent.

Neither thc Leases or any of the Ccrtificatcs arc secured by any cicdit facility. Thc obligation of
each Lcssec io holders of Certificates is a several and noi. a joint obligation and is strictly limited to such
Lcssec's obligations under its Lease and thc allocable share thcrcof rcprcscnted by the Certificates. Payment

by a Lessee of its obligation under its Lease fully discharges thc obligations of such Lesscc to the owners

of thc Ccrtificatcs.

SUMMARY OF PRINCIPAL DOCUMENTS

The following is a brief summary of certain provisions of thc Indcnturc and thc Lcasc. Thc
description of thc Indenture and the Lease contained in this Official Statement does not purport to bc
comprchcnsive or definitive. All references herein to the Indenture and thc Lcasc arc qualified in their

entirety by rcferencc 1o such documents, copies of which arc availablc for review prior to thc issuance and

delivery of thc Bonds at thc offices of thc Financing Trust and thcreaftcr at thc offices of thc Trustee.

Definitions

"Act" means KRS 65.210 through 65.300 and KRS 65.940 through 65.956.

"Additional Rentals" means thc payments dcfincd as such in the Lease.

"Bond Counsel" means any firm of nationally rccognizcd bond counsel familiar with thc

transactions contemplated under thc Indenture, appointed by 1he Financing Trust and acceptable to the

Trustee.

"Certificate of Issuance" means thc Ccrtificatc of Issuance, substantially in thc form of sct forth

in thc Indenture to be delivered at or prior to the Closing for each Series of Certificates.

"Certificate Payment Date" means thc date on which payment of principal and/or intcrcst on any
Certificate is duc.

"Business Day" means any day other than (i) a day on which banking institutions in Ncw York,
New York or thc cities in which the Trustcc or thc Paying Agent have their rcspectivc principal offices arc
authorized to close or (ii) a day on v:hich thc New York Stock Exchange is closed.

"Closing" means a closing at which a Lease and any Collateral Documcnis relating thereto are

cxccuted and delivered by a Lessee and thc Corrclativc Ccrtificatcs arc dclivcrcd.

"Code" means the Internal Revcnuc Code of 1986, as amended. Each rcfcrencc to a section of the

Code herein will bc dcemcd to include thc United States Treasury Regulations proposed or in cffcct with

respcc1 thcrcto and applicable to thc Certificates or thc usc of1hc procccds thcrcof.

"Collateral Document" means any letter of credit, mortgage, escrow agrccmcnt, guaranty, security

agrecmcnt, pledge agrecmcnt, title insurance policy or other document (other than thc Indenture or a Lcasc)
securing a Lease or granting a lien on or a security intcresi. in a Project or exccutcd in connection with a

Lcasc.



"Correlative Certificates" means Certificates which are secured by the same Series Trust Estate

crcatcd upon the Closing of Corrclativc Lcascs.

"Correlative Leases" means Lcascs which arc related to a Series Trust Estate crcatcd upon thc

Closing of such Lcascs and delivery of Correlative Certificates.

"Costs" means procccds used with respect to a Project to pay all or any part of thc cost of
construction, installation and acquisition ofall land, buildings, structures, machinery and equipmcnt; finance

charges; extensions, cnlargcmcnts, additions, rcplaccmcnts, renovations and improvcmcnts; cnginccring,
financial and legal services; plans, specifications, studies, surveys, estimates of cost of rcvcnuc,
administrative expenses, expenses necessary or incidental to determining thc feasibility or practicability of
constructing a Project; and such other cxpcnscs as thc Financing Trust dctcrmines may be necessary or
incidental to the construction, installation and acquisition of a Project, thc financing of such construction,
installation and acquisition, interest during construction, installation or acquisition and thc placing of thc

project in service.

"DTC" means The Depository Trust Company, Ncw York, Ncw York, whose nominee is Ccdc k
Co., and its successors and assigns.

"Debt Service Fund" means thc trust fund by that name established pursuant to thc Indenture.

"Event of Default" means iii reference to the Indcnturc, any occurrence or event spccificd as such
in Section 9.01 of the Indenture and in refcrcncc to a Lease, an occurrence or cvcnt dcscribcd as such in the
Lease.

"Expense Fund" means the trust fund by that name established pursuant to the Indenture.

"Fiduciary Fccs" means the contractual fees and cxpcnscs (including reasonable attorney's fccs)
of (i) thc Trustee and thc Paying Agent including any amounts duc to thc Trustee or the Paying Agent (ii)
the Registrar and (iii) the Program Administrator.

"Financing Trust" means thc Kentucky Area Dcvclopmcnt Districts Financing Trust, a trust crcatcd
and existing under. thc laws of thc State, and its successors and assigns (it being understood that upon thc

appointmcnt of a successor Program Administrator, such successor Program Administrator will perform thc
duties and obligations of thc Financing Trust under the Indcnturc and the Leases).

30.
"Fiscal Year" means the period from and including July I through and including thc following June

"Fitch" means Fitch IBCA, Inc.

"Funds" and "Accounts" means the funds and accounts crcatcd pursuant to the Indcnturc.

"Government Obligations" means direct obligations of, or obligations the principal of and intcrcst
on which arc fully and unconditionally guarantccd by, ihc United States of America.

"Indenture" means thc Trust Indcnturc dated as of August I, 2001 bctwccn the Trustcc and thc

Financing Trust, as amcndcd or supplcmcntcd from time to time in accordance with the provisions thereof.

"Interest Payment Date" means thc Interest Payment Dates idcntificd in thc Certificate of Issuance



for each Scrics of Certificates. In any case, if any such Interest Payment Date shall not occur on a Business

Day, the Interest Payment Date shall bc thc next succeeding day which is a Business Day, Thc final Intcrcst
Payment Date shall be thc maturity date or carlicr date of redemption or accclcration of thc Ccrlificatcs.

"Interest Rate" means thc rate of intcrcst borne by thc Certificate or Certificates identified in the

rcfcrencc thcrcto, as of the i.imc referred to, which shall bc sct forth in thc Ccrtificatc of Issuance for each
Series of Certificates.

"Investment Sccuritics" means:

(a) obligations of thc United States and of its agencies and instrumcntalitics, including
obligations subject to repurchase agreemcnts, provided that delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian and may bc accomplished
through repurchase agreements reached with sources including, but not limited to, national or state banks

chartcrcd in thc Commonwealth of Kentucky that have a rating from SkP at thc time of purchase that is at

least equal to the rating on thc Certificates;

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

faith and credit of thc United States or a United States govcrnmcnt agency, including but not limited to:

(i)
(ii)
(iii)
(iv)
(v)

United States Treasury;
Export-Import Bank of the United States;
Farmers Home Administration;
Government National Mortgage Corporation; and

Merchant Marine bonds;

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

(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)

Federal Home Loan Mortgage Corporation;
Federal Farm Credit Banks;
Bank for Coopcrativcs;
Fcdcral Intcrmcdiatc Credit Banks;
Fcdcral Land Banks;
Fcdcral Home Loan Banks;
Fcdcral National Mortgage Association; and

Tcnncsscc Valley Authority;

(d) certificates of deposit issued by or other intcrcst-bearing accounts of any bank or savings
and loan institution, which arc insured by thc Fcdcral Deposit Insurance Corporation or similar entity or that

have a raiing from a Rating Service at the time of purchase that is at least. equal io thc rating on thc

Ccrtificatcs and which arc collatcralizcd, io the extent uninsured, by thc following:

(i) bonds, notes, or other obligations of or guaranteed by thc United States, or those
for which thc credit of thc United States is plcdgcd for thc payment of thc principal and intcrcst thcrcof, and

any bonds, notes, dcbcntures or any other obligations or securities issued or guarantccd by any federal
govcrnmcntal agency, prcscntly or in the future cstablishcd by an Act of Congress, as amcndcd or
supplcmcntcd from time to time;

(ii) obligations of thc Commonwealth of Kentucky including rcvcnuc bonds issued by



its statutory authorities, commissions or agcncics which have a rating by a Rating Scrvicc of equal to or
better as thc Rating on thc Ccrtificatcs at thc time of purchase.

(iii) revenue bonds issued by educational institutions of the Commonwealth of Kentucky
as authorized by KRS 162.340 to 162.380 which have a rating by a Rating Service of equal to or better as

the Rating on the Certificates at the time of purchase.

(iv) obligations of any city of the first, second, and third classes of the Commonwealth

of Kentucky, or any county for thc payment of principal and interest on which thc full faith and credit of thc

issuing body is plcdgcd which have a rating by a Rating Service of equal to or better as the Rating on thc

Certificates at the time of purchase.

(v) school improvement bonds issued in accordance with the authority granted under

KRS 162,080 to 162,100 which have a rating by a Rating Service of equal to or bcttcr as thc Rating on the

Ccrtificatcs at thc time of purchase;

(vi) school building rcvcnuc bonds issued in accordance with thc authority granted
under KRS 162,120 to 162.300, provided that the issuance of such bonds is approved by thc state board for

elementary and secondary education which have a rating by a Rating Scrvicc of equal to or bcttcr as thc

Certificates at the time of purchase; or

(vii) surety bonds issued by suretics rated in onc of thc thrcc highest categories by a

nationally recognized agency;

(c) shares of money market mutual funds, which arc rated at least "A" at thc time of purchase

by Moody's, "A" by Fitch, or "Am" by S&P, and of which will have the following characteristics:

(i) the mutual fund must be an open-end diversified investment company rcgistcrcd
under thc Fcdcral Investmcnt Company Act of 1940, as amended;

(ii) thc management company of the invcstmcnt company must have bccn in operation
for at least five (5) years; and

above; and
(iii) all of the securities in thc mutual I'und must bc invcstmcnts dcscribcd in (a) — (d)

(f) thc Kentucky Cooperative Liquid Assets Sccuritics System lnvcstmcnt Program.

"Lcasc" means a lcasc agreement bctwccn thc Financing Trust and any Lcssec, under which thc

Lcsscc bccomcs a Participant in thc Program and a Project is leased to a Lessee, which must bc substantially
in thc form sct forth in thc Indenture.

"Lcasc Rental Payments" means payments to bc made by a Lcsscc as sct forth on Exhibit I3 to each
Lcasc, as said Exhibit B may bc amended from time to time as provided thc Lease.

"Lcasc Term" means the term of thc Lcasc as provided in sections 5 and 6 of thc Lcasc.

"Lcsscc" means a "public agency", as defined in the Act, which bccomcs a Participant in thc Program by

entering into a Lease with thc I" inancing Trust.



"Lcsscc Acquisition Accounts" means thc accounts by that nalue crcatcd for each Lcssce withi11

thc Project Fund created pursuant to thc Indcnturc.

"Lessor" means Kentucky Area Dcvclopmcnl Districts Funding Trust, acting as lessor under thc

Lcasc, or any successor thereto acting as lessor under the Lease.

"Mail" means mail by first-class postage,

"Moody's" means Moody's Investors Scrvicc, a corporation organized and existing under thc laws

of thc State of Delaware, its successors and their assigns, and, if such corporation for any reason no longer

performs thc functions of a securities rating agency, "Moody's" will be deemed to refer to any other

nationally rccognizcd rating agency dcsignatcd by thc Financing Trust.

"Optional Prepayment Price" means the amount determined by the Program Administrator and

provided to the Trustcc, which a Lessee may, in its discretion, pay under its Lcasc in order to prepay in full

its Lease Rental Payments, which amount shall bc equal to the unpaid principal component of Lease Rental

Payments increased by the sum of(a) thc amount of any due or past due Lease Rental Payments together with

intcrcst on such past duc Lease Rental Payments to thc date of such prcpaymcnt in full; (b) thc unpaid

accrued interest on the outstanding principal componenl. of the Lcasc Rental Payments to the next date on

which thc Corrclativc Ccrtificatcs can bc redeemed; (c) an amount of cash or non-callable Govcrnmcnt
Obligations which, together with thc interest income thereon (as ccrtificd by the Program Administrator,
Bond Counsel or other entity satisfactory to the Trustee, will be sufficient to pay Lease Rental Payments,
which would have bccn due on the Lease, if the Lcasc had not been prepaid, between the date of the

prepayment and ihc date ihe prcpaymcnt will be used to rcdccm Certificates; plus (d) an amount equal to thc

premium, if any, payable on any Certificates to bc redeemed on account. of thc payment of such Optional

Prcpaymcnt Price.

"Outstanding" means, as of any given date, with respect to a Series of Certificates and thc related
Series Trust Estate, all of thc Certificates of that Scrics which have bccn authcnticatcd and delivered by thc

Registrar under the Indenture, cxecpt:

(a) Certificates canceled at or prior to such date or delivered to or acquired by thc Registrar on

or prior to such date for cancellation;

(b) Certificates dccmcd to bc paid in accordance with thc Indcnturc; and

(c) Certificates in lieu of which other Certificates have been authcnticatcd under the Indcnturc.

"Owner" or "Owners" means the person or persons in whose nance any Certificate is rcgistcrcd on

thc books of the I'inancing Trust maintained by thc Registrar.

"Participant" means any Lcsscc under thc Program.

"Paying Agent" means Bank of Ncw York Trust Company, Cincinnati, Ohio, or any successor

paying agent appointed pursuant io thc Indenture.

"Prepayment Fund" means the Fund by that name crcatcd pursuant to thc Indcnturc.

"Program" means thc program created by thc Indcnturc pursuant to which Projects of thc Lcssecs
will bc financed or refinanced from thc proceeds of thc Certiticatcs and v ill bc lcascd to Lcssccs pursuant
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to Lcascs.

"Program Administration Agrccmcnt" means the Program Administration Agrccment ofcvcn date

herewith between the Financing Trust and thc Program Administrator idcntificd thcrcin.

"Program Administrator" means Ross, Sinclairc k Associates, Inc. or any entity as may bc

appointed by thc Financing Trust or a successor Program Administrator appointed in accordance with the

Indenture, that is administering thc Program and performing the duties and obligations of Program

Administrator under thc Indcnturc.

"Project" means property thc Costs of which arc financed or rclinanccd, or thc Costs of which arc

reimbursed, as a result of a Lcasc and which is described in Exhibit A to such Lcasc.

"Project Fund" means thc Fund by that name created pursuan1 io ihc Indenture.

"Rating Scrviccs" means Fitch, Moody's or S8cP.

"Rebate Fund" shall mean the fund by that name established pursuant to thc Indenture.

"Redemption Date" means thc date upon which Certificates are to bc called for rcdcmption

pursuant to the Indenture.

"Redemption Fund" means thc fund by that name established pursuant to thc Indcnturc.

"Redemption Price" means, with respect to any Ccrtificatc, thc principal amount thereof plus the

applicable premium, if any, payable upon redemption thereof.

"Registrar" means the Paying Agent or any additional entity appointed by thc Financing Trust to

act as registrar for thc Certificates,

"SAP" means Standard k Poor's Rating Group, a division of thc McGraw Hill Companies, its

successors and their assigns, and, if such corporation for any reason no longer performs thc function of a

sccuritics rating agency, "S&P"will be deemed to refer to any other nationally recognized securities rating

agency designated by thc Financing Trust.

"Securities Depository" means, initially, DTC, and thcreaftcr any other securitie depository
dcsignatcd by thc Financing Trust wi1h thc consent of the Financing Trust to maintain a book-entry-only

system with rcspcct to i.hc Certificates.

"Scrics" means a scrics of Ccrtificatcs which arc sccurcd by a Series Trust Estate crcatcd pursuant

io the I11dcntut e.

"Series Trust Estate" means, all right, title and int.crest of the Financing Trust in and to (i) thc

Lcascs idcntificd in thc Certificate of Issuance as being a part of such Series Trust Estate, (ii) thc Lcasc
Rental Payments duc under such Lcascs, (iii) thc Collateral Documents related thcrcto, if any, (iv) all moneys

and sccuritics, including earnings thcrcon, held in the Funds and Accounts crcatcd hcrcundcr for such Series
Trust Estate other than in any Rebate Fund and (v) all property, rights and assets of any kind and nature tha1

arc now or hcrcaftcr from iimc to time plcdgcd, assigned or transfcrrcd as and for securi1y under a Scrics
Trust Estate by ihc Financing Trust or by anyone on its behalf or with its written consent.



"State" means thc Commonwealth of Kentucky.

The Indenture

General Covenants.

Performance of Covenants by Financing Trust; Authority; Due Execution. Thc Financing Trust
covenants that it will faithfully perform at all times any and all covenants, undertakings, stipulations and

provisions contained in thc Indenture, in any and cvcry Certificate executed, authenticated and dclivcrcd by
it under thc Indenture and in all of the proceedings pertaining to thc Indenture. Thc Financing Trust
covenants that it is duly authorized under thc constitut.ion and laws of the State, including particularly thc

Act, to issue the Certificates and to exccutc thc Indeni.ure and to pledge the property pledged by the indenture
in the manner and to the extent sci forth in thc Indenture. The Financing Trust further covenants that all

action on its part for thc issuance of thc Certificates and the execution and dclivcry of thc Indenture has bccn
duly and effectively taken, and that its Certificates in 1he hands of the Owncrs1hereof arc and will bc its valid

and cnforccablc obligations according to thc terms thereof and of thc Indcnturc. (Section 4.02)

,41'Dlt~.nge ~md Tax Covenai~rs. Neither thc Financing Trust nor thc Financing Trust will take or
permit, or omit to take or cause to bc taken, any action thai., if taken, permitted, omitted, or caused,
rcspectivcly, would adversely affect thc exclusion from federal income taxation of 1hc intcrcst on the

Certificates and, if it should take or permit, or omit to take or cause to bc taken, any such action, thc

Financing Trust and the Financing Trust will take or cause to be taken all lawful actions within their power
necessary to rescind or correct such actions or omissions promptly upon having knowlcdgc thereof. Thc
Financing Trust and the Financing Trust acknowledge that the continued exclusion of interest on the
Certificates from gross income for federal income tax purposes dcpcnds, in part, upon compliance with the

arbitrage limitations imposed by Section 148 of the Code. The Financing Trust and thc Financing Trust
covenant that they will comply with all the requirements of the Code which are a condition to such exclusion,
and that they will not permit at any time any of thc procccds of the Certificates or other funds under their
control to be used, directly or indirectly, to acquirc an asset or obligation, thc acquisition of which would

cause the Certificates to bc "arbitrage bonds" for purposes of Section 148 of thc Code. (Section 5.07)

Creation of Funds. Under thc Indenture thc Financing Trust creates and establishes, upon issuance
of each Scrics of Certificates and creation of thc related Series Trust Estate, the following Funds to bc held

by thc Trustee as a part of such Series Trust Estate: (a) a Project Fund and within such Project Fund, Lcsscc
Acquisition Accounts for each Corrclativc Lcasc; (b) a Debt Service Fund; (c) an Expense Fund and within

the Expcnsc Fund a (i) Cost of Issuance Account and (ii) Fees Account; (d) a Prepayment Fund and within

ihe Prepayment Fund an account for each Lcssce paying thc Optional Prepayment Price; and (c) the Rebate
Fund. Thc Trustee may also create any additional funds, accoun1s or subaccounts hercundcr which it dccms
useful or ncccssary in thc administra1ion of thc Indenture, and thc Trustcc v:ill create thc scparatc trust fund

for thc deposit of amounts described under Section 14 of the Leases and disburse funds therefrom in

accordance with thc provisions of'such Section. Thc Trustee may satisfy the rcquiremcnts in thc Indcnturc
to establish a Fund or Account. by the maintcnancc of records indicating the amounts to bc allocated to that

I und or Account without ihc necessity of'establishing a scparatc physical account

The procccds of thc Scrics K Certificates will, upon rcccipt by thc Trustcc, bc dcpositcd as follows:

(a) In thc Cost of Issuance Account of the Expense Fund, an amount designated by1hc
Financing Trust as costs of issuance; and



(b) In the Lessee Acquisition Accounts of thc Project Fund, thc amounts applicablc to

each Corrclativc Lease as designaicd in thc Certificate of Issuance. (Section 5.01)

Pro'ect Fund. Usc of Moneys in Certificate Procccds Account ofProject Fund. In connection with

each Closing, the Trustee will create in the Project Fund a Lessee Acquisition Account for each Correlative

Lcasc and, upon thc submission by such Lesscc of thc documents rcquircd by and upon the terms and

conditions spccificd in the Indenture, the Trustcc will deposit in such Lcssec Acquisition Account an amount

equal to thc proceeds of thc Certificates allocable to such Lease. In addition, the Trustee will deposit thc

amounts rcquircd by such Lcsscc's Lease to bc dcpositcd in such Lessee Acquisition Account.

Usc of Mone s in Lcssce Ac uisition Accounts ofPro'ect Fund. Moneys in each Lesscc Acquisition

Account will be disbursed for the purposes sct forth in thc Lessee's Lcasc to (I) provide funds with which

thc Financing Trust may acquire, install, construct or finance Projects to be leased to the Lessee or (2)
refund, refinance and reimburse thc Lcsscc for outstanding indcbtcdncss incurred or advanccmcnts made for
the Costs of Projects, subject to thc limitations set forth in the Indenture regarding refunding, refinancing

and rcimbursemcnt. So long as thc Trustcc is not in receipt of notice from thc Program Administrator that

an event of default or an event of non-appropriation has occurred under a Lcasc or that the right of thc Lcssce
to control acquisition, construction, installation and equipping of a Project has not oihcrwisc been tcrminatcd

pursuant to a Lease, moneys in thc rclatcd Lcssec Acquisition Account will bc disbursed by the Trustee to

provide funds to the Lessee under such Lease for the purposes set forth in such Lcasc. If the Trustcc is in

receipt of notice from thc Program Administrator that an cveni. of default or an cvcnt of non-appropriation

has occurred under a Lcasc, moneys in thc related Lesscc Acquisition Account will bc disbursed by thc

Trustee only upon thc direction of the Program Administrator. Before thc Trustee makes a disbursement for

moneys held for Lcssec in a Lcssce Acquisition Account, the Lessee must provide to thc Trustee a request
for disbursement approved by the Financing Trust and the Financing Trust must rcccive certain

documentation specified in the Indenture. (Section 5.02)

Debt Scrvicc Fund. The Trustee will deposit in the applicable account of the Debt Service Fund thc

amounts due under Lcascs from excess project funds, invcstmcnt earnings and Lcasc Rental Payments and

prcpaymcnts. Moneys dcpositcd in a Debt Scrvicc Fund will be applied by the Trustee to the paymcnl.
of'nterestand principal or Rcdcmption Price due under the Correlative Certificates, Amounts transfcrrcd to

a Debt Scrvicc I.und from thc Cost of Issuance Account shall bc a credit against Lcasc Rental Payments

under Correlative Leases on a pro-rata basis (based on outstanding principal components). (Section 5.03)

Ex cnsc Fund. Moneys in thc Cost of Issuance Account of thc Expcnsc Fund will bc applied to pay
thc costs of issuing ihc Certificates, upon the submission of requisitions by thc Program Administrator stating

the amount io bc paid, to whom it is to bc paid and the reason for such payment. Any funds remaining thc

Cost of Issuance Account of thc Expense Fund on the first day of the month that is six months from ihc

Closing for thc Correlative Certificates (including thc month in which such Certificates werc issued) shall

bc transferred to the related Debt Service Fund. Moneys in thc Fees Account of the Fxpcnsc Fund will bc

applied first to pay Fiduciary Fccs in accordance with thc schedule provided to ihe Trustee by thc Program

Administrator. To thc cxtcnt ainounts on deposit in thc Fccs Account cxeecd thc amount rcquircd io pay
Fiduciary Fccs, as dctcrmincd by thc Program Administrator, such amounis shall bc transferred to thc rclatcd
Debt Scrvicc Fund. (Section 5.04)

Prc a ment Fund. On each date on which a Lcsscc deposits with the Trustee thc Optional

Prcpaymcnt Price for a rclaicd Lcasc, ihe Trustcc will create an account in thc Prepayment Fund dcsignatcd

with thc name of the Lcsscc making such deposit. The Trustcc will deposit in such account all payments of
thc Optional Prepayment Price made by thc Lcsscc under thc rclatcd Lcasc.

13



The principal component. and interest component of the Optional Prepayment Price for a Lease will

bc transfcrrcd to thc Debt Scrvicc Fund established for that Lease as ncedcd to pay principal of and interest
on the Correlative Certificates to and including their Redemption Date. Other moneys in the Lcsscc
Prcpaymcnt Accounts of thc Prepayment Fund will bc transferred by thc Trustcc to thc Expense Fund as

payment of other components of Lease Rental Payments under the related Leases as required on and prior
to thc Redemption Date for the Corrclativc Certificates at such times and in such amounts as would othcrwisc
have bccn deposited in the Expense Fund had no such prepayment occurred. (Section 5.05)

Rebate Fund. If required with rcspcct to a Lease, the Trustee shall crcatc a fund separate from any
other fund established and maintained hereunder or under any laws governing the creation and usc of funds

by the Financing Trust designated as the "Rebate Fund," which fund shall bc held by the Trustee as a trust
fund rclatcd to that Lease. There shall be deposited in thc Rcbatc Fund, such amounts as arc rcquircd to bc
deposited thcrcin pursuant to thc Tax Compliance Agreement cntcred into with rcspcct to such Lease (a "Tax
Agrccmcnt"). Subject to the transfer provisions provided in thc Indcnturc, all money at any time dcpositcd
in a Rcbatc Fund shall bc held by thc Trustcc in trust, to the extent required to satisfy thc Rebate Amount

(as defined in thc Tax Agreement), for payment to the fcdcral government of thc United States of America,
and neither the Financing Trust, nor the owner of any Certificates shall have any rights in or claim to such
money, All amounts dcpositcd inio or on deposit in a Rebate Fund shall bc governed by Article V and by
thc rclatcd Tax Agrccmcnt. Thc Trustcc shall bc deemed conclusively to have complied with such provisions
if it follows thc directions of the Program Administrator including supplying all necessary information in ihe
nianncr provided in the Tax Agreement, and shall have no liability or responsibility to enforce compliance
by the Program Administrator with thc terms of thc Tax Agrccmcnt.

Notwithstanding any other provision of the Indcnturc, thc obligation to remit thc Rebate Amounts
to thc United States and to comply with all other requirements of thc Indenture and thc Tax Agreement shall
survive the defeasance or payment in full of the applicable Correlative Certificates. (Section 5.12)

Leases. The Trustee will provide funds to the Financing Trust fiom the applicablc Certificate
Proceeds Accounts to finance or refinance or rcimbursc thc Costs of Projects on the terms and conditions
sct forth in the Indcnturc.

Each Lcasc will provide for Lease Rental Payments over such term and on such schedule (c.g., lcvcl
payments of principal) as may be agreed upon by thc Lesscc and thc Program Administrator. Intcrcst
components of Corrclativc Lcascs will be no less than thc intcrcst payablc under thc Correlative Ccrtificatcs.
Principal Components will bc equal to the principal payablc under thc Correlative Ccrtificatcs. Thc amount
of each Lease Rental Payment and the portion of each Lease Rental Payment constituting principal and

interest, rcspectivcly, will bc calculated as though each Lcasc Rental Paynient is duc on thc first day of the
month following thc date on which such Lease Rental Payment is payable, cxccpt that at thc Closing thc
Lcsscc will prepay thc initial Lease Rental Payment.

Each Lcasc will be funded in an amount. cstablishcd by thc Program Administrator (it being cxprcssly
acknowledged and agrccd that such amount may rcprcscnt a discount of the aggregate of thc unpaid principal
components of Lcasc Rental Payments under such Lease.

Each Lcasc Rental Payment will bc applied first to ihc intcrcst and principal components of Lcasc
Rental Payments then duc and payable, then to thc components of Lcasc Rental Payments then duc and

payablc other than thc intcrcst and principal components. (Section 5.07)
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Pro ram Administration.

Appointtnent of Ptognatn Adntinisuaton. Thc Financing Trust covenants that it will cause thc
Financing Trust to at all times act as or retain a Program Administrator to administer thc Program and

perform the duties and obligations of the Program Administrator sct forth in the Indenture and in the Program
Administration Agrcemcnt. Thc Program Administrator may perform such duties and obligations through,
and/or with thc assistance of, one or morc indepcndcnt cntitics sclccted from time to time by thc Program
Administrator, identified to the Financing Trust and thc Trustee. Thc Program Administrator will signify
its acceptance of the duties of Program Administrator by execution of the Program Administration
Agrcemcnt, which Program Administration Agreement shall be enforccablc by thc Trustcc and inure to thc
bcncfit of thc Trustcc and the Owners.

General Duties and Obligations of Pnognatn Adntinistnaton. Thc Program Administrator shall

perform all duties and obligations of thc "Lessor" under each Lease and each Collateral Document and all

duties and obligations of "the Financing Trust" under thc Indenture (and thc Financing Trust has appointed
thc Program Administrator as its agent and attorney-in-fact for all such purposes) and such other duties and
obligations relating to the Program as are customarily performed or othcrwisc required in connection with
lease programs similar to the Program.

Successor Pnognatn Adkninistt aton. If thc Program Administrator shall resign or shall be removed
in accordance with the terms of the Indcnturc, the Trustcc, after consultation with thc Lessees to solicit
names of a suitable successor, shall appoint another entity to act as successor Program Administrator or may
itself assume thc duties of Program Administrator. Any successor Program Administrator shall signify its
acceptance of thc duties and obligations of Program Administrator by a written instrument of acceptance
pursuant to which such successor Program Administrator shall agree to perform and observe all of thc duties
and obligations of Program Administrator under thc Indenture (such agreement to bc enforceable by the
Trustcc and to inure to the benefit of thc Trustee and the Owners), shall acknowledge receipt of copies of
thc Indenture, the Leases and thc Collateral Documents and shall specify its address for notices pursuant to
thc Indcnturc, the Leases and thc Collateral Documents.

Paynient of Costs of Issuance and Fiduciaty Fees, Upon issuance and sale of each Scrics of
Certificates and delivery of the proceeds of such Ccrtificatcs in accordance with thc Indenture, thc Program
Administrator will authorize thc Trustee to pay thc costs of issuance of such Certificates from thc funds on
deposit in Expcnsc Fund. In addition, to thc cxtcnt required or permit.led under thc Indcnturc, thc Program
Administrator will requisition funds on deposit in thc Expense Fund at such times and in such amounts as
are necessary to cause t.he Trustee to pay, when duc, amounts payablc as Fiduciary Fccs.

Aeiease of'Leases. Upon payment of all sums duc and to bccomc duc under a Lcasc by the Lcssec
under such Lcasc or upon thc prepayment of a Lcasc by thc Lcssec under such Lcasc by payment in full of
thc Optional Prcpaymcnt Price with respect to such Lease, thc Program Administrator willcanccl and rclcasc
such Lease and any rclatcd Collateral Documents, convey thc Project under such Lease to thc Lcsscc under
such Lcasc and take any other actions required by thc terms of such Lease. Upon receipt by thc Program
Administrator of a certificate of thc Trustee certifying that thc rclatcd Scrics Trust Estate has ccascd,
terminated and bccomc void in accordance with thc Indcnturc, the Program Administrator may, in its
discretion, forgive the remaining Lcasc Rental Payments not yet duc under all of thc Lcascs and take thc
actions described in the next preceding scntencc in order to rclcasc all of thc Correlative Lcascs, (Section
5.08)

Ccrtificatcs Not Presented for Pa ment. If any Ccrtificatcs arc not prescntcd lor payment when thc
principal thcrcof bccomcs duc, cithcr at maturity or at thc Rcdcmption Date or upon accclcration, if moneys
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sufficient to pay such Certificates arc held by the Paying Agent, thc Paying Agent will scgrcgatc and hold

such moneys in trust, without liability for intcrcst thereon, for thc benefit of the Owners of such Certificates
who will, cxccpt as provided in the following paragraph, thercaftcr bc restricted exclusively to such fund or
funds for thc satisfaction of any claim of whatever nature on their part under thc Indcnturc or relating to said

Ccrtificatcs. (Section 5.09)

Invcstmcnt of Funds. Except for moneys held in Lcssec Acquisition Accounts, ihc Trustcc will

invest moneys held in the Funds and Accounts at thc written direction of thc Program Administrator, and in

thc absence ofany written direction thc Trustee shall invest all funds in sweep accounts, moncy-market funds

and similar short-term invcstmcnts, provided thai all such investments shall constitute Investmcnt Sccuriiies.
Thc Trustcc may trade with itself in thc purchase and sale of securities for such investment and may charge
its ordinary and customary fccs for such trades, including cash sweep account fees. At or prior to thc
respective times when any amounts invcstcd by the Trustee in any Fund or Account may be necdcd for
disbursement, the Trustee will cause a sufficient amount of the Invcstmcnt Sccuritics held in such Fund or
Account to bc sold or otherwise convcrtcd into cash ai, the best price reasonably obtainable to thc credit of
such Fund or Account.

Moneys held in Lesscc Acquisition Accounts, upon a written election of the applicable Lcsscc or
the Program Administrator, will be promptly invcstcd and reinvcstcd in Investmcnt Sccuritics which shall

mature, or bc subject to redemption at the option of thc holder thcrcof, not later than the respective dates
when thc moneys in such Lessee Acquisition Account arc expected to bc required for the purposes intended,

bui., in no cvcnt may such Investment Securities for a Lcsscc Acquisition Account mature, or bc subject to

redemption by thc holder thereof, on a date later than thc date of completion specified in thc Lease with

respect to which such Lcsscc Acquisition Account was established (and not later than thc date sct forth in

the applicable Tax Agreement). In ihe absence of any written direction from the rcspcctive Lcsscc, the

Trustee shall invest all funds in sweep accounts, money-market funds and similar short-term investments,
provided that all such invcstmcnts shall constitute Investment Securities, Thc Trustee may trade with itself
in the purchase and sale of securities for such investmcni and may charge its ordinary and customary fees
for such trades, including cash sweep account fees.

Earnings from the investment of moneys will bc crcditcd to the Funds and Accounts pursuant to
which such investment was made.

Thc Trustcc will not bc liable to the Owners for any loss arising from, or any dcprcciation in thc
value of, any Invcstmcnt Securities in which moneys in thc I.unds and Accounts arc invcstcd in accordance
with the provisions of the Indcnturc. (Section 6,01),

Dcfcasancc of Ccrtificatcs. If thc Financing Trust pays or causes to be paid to thc Owner of any
Certificaic thc principal of, prctnium, if any, and intcrcst duc and payablc, and thcrcaftcr to bccomc duc and

payable on such Certificate, or any portion of such Ccrtificatc in any integral multiple of thc Authorized
Denomination thereof, such Cert.ificatc or portion thereof will ccasc to bc cntitlcd to any lien, benefit or
security under thc Indcnturc. If ihc Financing Trust pays or causes to bc paid thc principal of, premium, if
any, and intcrcst duc and payablc on all Outstanding Certificates of a Series, pays or causes to bc paid all

other sums payable by thc Financing Trust, including all fccs, cxpcnscs and other amounts payablc to thc

Trustcc, thc Paying Agent, thc Registrar, the Financing Trust and the Program Administrator, then, and in

that case, thc right, title and interest of thc Trustcc in and to thc rclatcd Scrics Trust Estate will thereupon

ccasc, tcrminatc and become void; provided that the right, title and interest of thc Trustcc and the Lcssccs
in and to thc Lessee Acquisition Accounts and ihc provisions of the Indcnturc with rcspcct thcrcio will

continue in full force and cffcct until moneys thcrcin arc applied as provided in thc Indcnturc.



Any Ccrtificatc will bc dccmed to bc paid within the meaning of this Article and for all purposes of
thc Indenture when (a) payment. of thc principal of such Ccrtificatc plus interest thereon to thc duc date

thcrcof (whcthcr such duc date is by reason of maturity or upon redemption as provided in thc Indenture)

cithcr (i) has been made or caused to bc made in accordance with the terms thereof, or (ii) has bccn provided

for by irrevocably depositing with the Trustcc in trust. and in cvocably sct aside cxclusivcly for such payment,

(I) moneys, sufficient to make such payment and/or (2) non-callable Governmental Obligations maturing

as to principal and interest in such amount and at such time as will insure thc availability of sufficient

moneys to make such payment and (b) all necessary and proper fees, compensation and cxpcnses of the

Trustee, including reasonable attorneys'ees, thc Paying Agent, 1hc Registrar, the Financing Trust and thc

Program Administrator pertaining to ihe Certificates with respect to which such deposit is made have bccn

paid or the payment thereof provided for to thc satisfaction of thc Trustee. At such times as a Certificate is

dcemcd to be paid hereunder, as aforesaid, such Certificate will no longer be secured by or entitled to thc

bcncfits of the Indcnturc, except for the purposes of any such paymcni, from such moneys or Governmental

Obligations.

Notwithstanding thc foregoing paragraph, no deposit under (a)(ii) above will bc dccmcd a payment
of such Ccrtificatcs as aforesaid until (a) proper notice of rcdcmption of such Certificates has been previously

given, or if said Certificates are not to bc redeemed within thc next succeeding sixty (60) days, until thc

Financing Trust has given thc Trustee, in form satisfactory to thc Trustcc, irrevocable instructions to notify,
as soon as practicable, the Owners of the Certificates, that the deposit required by (a)(ii) above has been

made with thc Trustcc and that said Certificates arc dcemcd to have been paid in accordance with the

Indcnturc and stating thc maturity or redemption date upon which moneys arc 1o be available for the payment
of the principal of said Certificates plus interest thereon to thc duc date thereof, or (b) thc maturity of such

Certificates. (Section 7.01).

Events of Default. Each of the following cvcnts will constitute and is rcfcrrcd to in ihc Indcnturc as

an "Event of Default," but only as to the Series of Certificates to which the Event of Default relates:

(a) A failure to pay the principal of any Correlative Certificates of a Series when thc same

bccomcs due and payable at maturity or upon redemption;

(b) a failure to pay thc interest on any Correlative Certificates of a Scrics after such intcrcst
bccomcs due and payable;

(c) a failure by thc Financing Trust to observe and perform any covenant, condition„agrccmcnt
or provision (other than as described in (a) or (b) above) contained in Correlative Ccrtificatcs of a Series or
in thc Indcnturc on thc part of thc Financing Trust to bc obscrvcd or pcrforrned, or a failure by a Lcsscc to

obscrvc or perform any covenant, condi1ion, agrcemcnt or provision contained in a Corrclativc Lcasc for 1hat

Scrics of Ccrtificatcs (other than as dcscribcd in (a) or (b) above), which failure continues for a period of 30
days after written notice, specifying such failure and requesting that it be rcmcdicd, has bccn given to thc

applicable Lcsscc by the Financing Trus1, ihc Trustcc or thc Program Administrator. Thc Trustee may agree
to an extension of such period prior to its expiration.

In no cvcnt shall an Event of Default as to onc Scrics of Ccrtificatcs constitute an Event of Default

in relation to any other Series of Ccrtificatcs. (Section 8.0I).

Rcmcdics. Upon thc occurrcncc and continuance of any Event of Dcfauli., then and in cvcry such

case the Trustee may, or will, upon thc written rcqucst of thc Owners of not less than 25"/<~ of thc applicablc
Correlative Certificates, and, in each case, upon receipt of indemnity to its satisfaction of all costs and

cxpcnscs of such action, including attorneys'ccs and cxpcnscs, in its own na111c and as thc Trustcc of an
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cxprcss trust:

(a) by mandamus, or other suit, action or procccding at law or in equity, cnforcc all rights of thc

Owners (whether with respect to the applicable Series Trust Estate or othcrwisc) and require thc Financing
Trust to carry out any agrcemcnts with or for thc bcncfit of thc Owners of thc applicable Correlative
Certificates and to perform its duties under thc Indenture; or

(b) bring suit upon the applicable Correlative Certificates; or

(c) bring an action or suit in equity to enjoin any acts or things which may bc unlawful or in

violation of thc rights of the Owners of thc applicable Correlative Certificates; or

(d) institute an action, suit or proceeding in equity or at law for thc specific performance of any

covenant, condition or agreement contained in ihc Indenture or, to thc extent permissible, in the Correlative
Lcascs or thc Collateral Documents; or

(c) apply for the appointmcnt of a trustee, rcceivcr, liquidator or conservator of thc applicablc
Scrics Trust Estate; or

equity.
(f) pursue such other rcmedics as thc Trustee (on behalf of thc Owners) may have at law or in

Upon thc occurrcncc of an Event of Default dcscribcd in Section 8.01(c),thc Trustee shall take any
of the foregoing actions as may bc appropriate with rcspcct to thc applicable Lease.

In thc cnforcemcnt of any remedy under the Indcnturc, the Trustee shall bc cntitlcd to suc for,
enforce payment of and reccivc any and all amounts then or during any default becoming, and at any time

remaining, duc for ihe payment of the principal or Redemption Price of or interest on, any Certificates or
otherwise under any of thc provisions of the Indenture or such Ccrtificatcs, with intcrcst on overdue

payments at thc rate or rates of interest spccificd in thc applicable Ccrtificatcs, together with any and all costs
and expcnscs of collection and of all procccdings hcrcundcr and under the applicable Ccrtificatcs, without

prcjudicc to any other right or rcmcdy of thc Trustee or the Owners and to recover and cnforcc any judgment
or decrcc, but solely as provided in thc Indcnturc and in thc applicable Certificates and &om the sources and

moneys provided in thc Indenture and in the applicable Ccrtif>cates, for any portion of such amounts

remaining unpaid, with intcrcst, costs and cxpcnscs, and to collect in any manner provided by law thc moneys

adjudged or decrccd to bc payablc. (Section 9.02).

No Im airmcnt of Ri ht To Enforce Pavmcnt. Notwithstanding any other provision in thc Indenture,

thc right of any Owner to receive payment of the principal of, premium, if any, and interest payablc under

its Certificate, on or after thc rcspcctivc duc dates exprcsscd therein, or to institute suit for thc cnforccmcnt
of'any such payment on or after such rcspcctivc date, will not bc impaired or affected without thc consent
of such Owner. (Section 8.06).

A > lication of Mone s. Any moneys and securities on deposit in or to the credit ol'any I.unds or
Accounts created for a Series of Certificates (other than any Lcsscc Acquisition Account crcatcd for a

non-defaulting Lcssec) and any moneys rcccivcd by thc Trustee or thc Paying Agent, by any rcccivcr or by
any Owner pursuant to any right given or action taken under the provisions of this Article, after payment of
the costs and cxpcnscs of thc procccdings resulting in thc collection of such moneys and oi'thc cxpcnscs
including rcasonablc attorneys'ees, liabilities and advances incurred or made by the Trustcc and thc Paying
Agent will bc deposited in thc related Debt Scrvicc Fund and all moneys so deposited in such Debt Service



Fund during thc continuance of an Event of Default (other than moneys for thc payment of the principal of
or interest on Correlative Certificates of the applicable Series which had matured or othcrwisc bccomc

payablc prior to such Event of Default) will bc applied (i) first, to the payment to the persons cntitlcd thereto

of all installments of interest then due on the applicablc Correlative Certificates, with interest on ovcrduc

installments, in thc order of maturity of the installments of such interest and, if thc amount available is not

sufficient to pay in full any particular installment of interest, then to thc payment ratably, according to the

amounts duc on such installment, and (ii) second, to the payment lo the persons entitled thereto of thc unpaid

principal of the applicable Correlative Certificates which have become due (other than Certificates called

for rcdcmption for thc payment of which money is held pursuant to thc provisions of thc Indenture) and, if
the amount availablc is not sufficient to pay in full unpaid principal of all the applicable Corrclativc
Certificates duc on any particular date, then to the payment ratably, according to the amount of principal duc

on such date.

Whencvcr moneys are to bc applied pursuant to the provisions of this Section, such moneys will bc

applied at such times as the Trustcc dctcrmincs, having duc regard to thc amount of such moneys available

for application and thc likelihood of additional moneys becoming availablc for such application in thc future.

Whencvcr thc Trustcc or thc Paying Agent applies such funds, it will fix the date upon which such

application is to bc made and upon such date interest on the amounts of principal and interest to bc paid on

such date will cease to accrue. The Trustee will give notice of the deposit with it of any such moneys and

of thc fixing of any such date by Mail to all Owners of applicablc Corrclativc Ccrtificatcs and will not bc
required to make payment to any such Owner until its Ccrtificatc is prcscntcd to thc Trustcc for appropriate
cndorscmcnt or for cancellation if fully paid. (Section 8.10).

Trustee; Pa in A ent.

Limitations on Liability. The Trustee and thc Paying Agent may execute any of thc trusts or powers
of thc Indcnturc and perform thc duties required of them under the Indenture by or through attorneys, agents,
receivers or employees, and arc entitled to advice of counsel concerning all matters of trust and their duties

under the Indcnturc, and the Trustcc and the Paying Agent will not bc answcrablc for ihc default or
misconduct of any such attorney, agent or cmploycc sclectcd by them with rcasonablc care. Without

limitation, thc Trustee is entitled to thc benefit of the foregoing sentence with respect to thc dclcgation to

thc Paying Agent of any or all of thc Trustcc's duties under thc Indenture, including its duties with respect
to payment of principal of, or intcrcst on, or rcdetnption of, thc Certificates, the authentication and dclivcry
thcrcof, and thc cxchangc and transfer thcrcof. The Trustcc will not be answerable for thc cxcrcisc of any

discretion or power under thc Indenture or for anything whatsocvcr in connection with thc trust crcatcd under

thc Indcnturc, cxccpt only for its own gross ncgligencc or willful misconduct. (Section 9.03).

Col)7pcllsarion, Lrpellsc'5 0/tc/AQvQnccs. Thc Trustcc and thc Paying Agent are entitled to reasonable

compensation for their services rendered hereunder (not limited by any provision of law in regard to thc

compensation of thc trustcc of an cxprcss trust) and to rcimburscmcnt I'r their actual out-of-pocket cxpcnscs
(including rcasonablc counsel fees and expcnscs) reasonably incurred in connection thcrcwith cxccpt as a

result of their gross ncgligcncc or v illful misconduct. Each Series Trust Fstatc shall bc subject to a lien in

favor of the Trustcc for payment of the foregoing fccs and expenses, including reasonable attorneys'ees.
Thc Trustee shall have thc right to file a proof of claim in bankruptcy for all such fccs and cxpcnscs,
including reasonable attorneys'ees, and thc parties hereto agree and acknowledge that such fees and

expenses are intended to be administrative expenses in thc bankruptcy context. The Financing Trust may

contest in good faith thc rcasonablcncss of any such fees and cxpcnscs. (Section 9.04).

Good Fairly Reliance. Thc Trustcc and thc Paying Agent arc protcctcd and will incur no liability in

acting or procccding in good faith upon any resolution, notice, telegram, tclcx or facsimile transmission,
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rcqucsi, consent, waiver, ccrtificatc, statcrncnt, affidavit, voucher, bond, requisition or other paper or
document which they in good faith believe to be genuine and to have been passed or signed by thc proper
board, body or person or to have been prepared and furnished pursuant to any of thc provisions of thc
Indenture or thc Leases, or upon the written opinion of any attorney, engineer, accountant or other expert
believed by thc Trustcc or the Paying Agent, as ihc case may bc, to bc qualified in relation to thc subject
matter, and thc Trustee and the Paying Agent are under no duty to make any investigation or inquiry as to

any statements contained or matters referred to in any such instrument, but may accept and rely upon the

same as conclusive cvidcncc of the truth and accuracy of such statements. (Section 9.06).

Dealings in Cei.rificares. The Trustcc and thc Paying Agent, each in its individual capacity, may in

good faith buy, scil, own, hold and deal in any of thc Certificates, and may join in any action which any
Owner may bc cntitlcd to take with like effect as if it did not act in any capacity under the Indenture. The
Trustcc or the Paying Agent, each in its individual capacity, either as principal or agent, may also cngagc in

or bc intcrcsted in any financial or other transaction with thc Financing Trust, and may act as depositary,
trustcc or agent for any committcc or body of Owners sccurcd under the Indenture or other obligations of the

Financing Trust as freely as if it did not act in any capacity under thc Indcnturc. (Section 9.07).

Const'etio« ofIndent«i e. The Trustee may construe any of the provisions of the Indeniurc insofar
as thc same may appear to bc ambiguous or inconsistent with any other provision of thc Indenture, and any
construction of any such provisions of thc Indenture by the Trustcc in good faith will bc binding upon the

Owners. (Section 9.08).

Res'rgnation of Tr«slee. Thc Trustee may resign and bc discharged of thc trust created by thc
Indenture by a written notice of resignation specifying the date when such resignation will take effect, and

filing the same with the Financing Trust and the Paying Agent not less than forty-five (45) days bcforc thc
date specified in such instrument when such resignation takes effect, and by giving notice ofsuch resignation

by Mail, not less than three weeks prior to such resignation date, to all Owner of Certificates, Such
resignation will take effect on later of thc day specified in such notice or ihc day a successor Trustcc accepts
its duties hercundcr, unless previously a successor Trustcc has been appointed, in which event such
resignation will take cffcct immediately upon the appointment of such successor Trustcc. (Section 9.09).

Ren>ovnl ofTrustee. Thc Trustee may bc removed at any time by filing with thc Trustcc so rcmovcd,
and with thc Financing Trust and thc Paying Agent, an instrument or instruments in writing, appointing a

successor, or an instrument or instruments in writing, consenting to thc appointmcnt by thc Financing Trust
of a successor and accompanied by an instrument ol'appointmcnt by thc Financing Trust of such successor
and exccutcd by thc Owners of not less than a majority in principal amount of the Certificates Outstanding.
Thc Trustee shall not bc rcmovcd until a successor Trustee has been appointed and acccptcd its duties
hcrcundcr. (Section 9.10).

Appoi»rment ofS«ceessor Ti.«sree. In case at any time the Trustee is rcmovcd, or is dissolved, or if

iis property or affairs arc taken under thc control of any state or fcdcral court or administrative body because
of insolvency or bankruptcy, or for any other reason, then a vacancy will forthwith and ipso facto exist in

the office of Trustcc and a successor may bc appointed, and if thc Trustcc resigns, then a successor may bc
appointed, in each case subject to the prior written approval of thc Financing Trust or by the Owners of not
less than a majority in principal amount of Certificates Outstanding by an instrument in writing cxecutcd by
such Owners and dclivcrcd to thc Financing Trust and thc Paying Agent.

After any appointmeni. by the I" inancing Trust, it will cause notice of such appointmcnt to bc given
to thc Paying Agent and, by Mail, to all Owners. Any ncw Trustcc so appointed by thc I inancing Trust will

immcdiatcly and without further act bc supcrscdcd by a Trustcc appointed by thc Owners in thc manner
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above provided. (Section 9.11).

Su»~dai.d of'Ca~.e. Thc Trusicc will, during thc cxistcncc ofan Event of Default of which thc Trustee

has notice as provided, excrcisc such of thc rights and powers vested in it by thc Indcnturc and usc thc same

dcgrcc of skill and care in their cxcrcisc as a prudent person would use and exercise under thc circumstances

in the conduct of his own affairs.

Thc Trustcc, prior to thc occurrcncc of an Event of Default and after the curing of all Events of
Default which may have occurred, v,ill undcrtakc to perform such duties and only such duties as are

specifically sct forth in thc Indcnturc, and no implied duties, covenants or obligations will be read into the

Indenture against the Trustee. (Section 9.16).

Interventioni» litigation offal>e Financing Ti.»st. Thc Trustee may intervene on behalf of the Owners

in any judicial procccding to which the Financing Trust is a party and which in thc opinion of thc Trustee

and its counsel has a substantial bearing on thc interests of thc Owners, and will do so, upon receipt of
indemnity satisfactory to it, at thc request of the Owners of not less than a majority in principal amount of
thc applicable Correlative Certificates Outstanding. (Section 9.17).

O»rziificafioizs ofPayi»gage»r; Aesignaiio»; Removal. Each Paying Agent (a) must bc a commercial

hank or trust company duly organized under the laws of the United States of America or any state or territory

thereof authorized by law to perform all the duties imposed upon it by the Indcnturc, and (b) must have a

combined capital stock surplus and undivided profits of at least $50,000,000 as set forth in its most recent
published annual rcport of condition or (ii) bc controlled directly or indirectly through onc or morc

subsidiaries by a bank holding company that has a combined capital and surplus of at least $50,000,000 as

sct forth in its most rcccnt published annual report of condition, have at least $50,000,000 of trust assets
under management and have a combined capital and surplus of at least $2,000,000 as set forth in its most

recent published report of condition. The Paying Agent may at any time resign and bc discharged of thc

duties and obligations crcatcd by thc Indenture by giving at least 60 days'otice to the Financing Trust and

thc Trustee. Notwithstanding the foregoing, the Paying Agent may not resign or be removed until a successor

Paying Agent has been appointed.

If thc Paying Agent resigns or is removed, or is dissolved, or if the property or af'fairs of the Paying

Agent arc taken under thc control of any state or fcdcral court or administrative body because of bankruptcy

or insolvency, or for any other reason, and thc Financing Trust has not appointed a successor Paying Agent,
thc Trustcc will ipso facto be deemed to bc the Paying Agent for all purposes of thc lndcnturc until thc

appointmcnt of a I'aying Agent. (Section 9.19).

Su lcmcntal lndcntures.

5tipple»tental Indent»~es II'irido»i Otv»ei. Consen(. The Financing Trust, thc Financing Trust and

thc Trustcc may, from time to time and at any time, without the consent of or notice to thc Owners, but

subject to terms within the Indcnturc, cntcr into Supplemental Indcnturcs as follows:

(a) to cure any formal defect, omission, inconsistency or ambiguity in thc Indenture;

(b) to grant to or confer or impose upon thc Trustcc or thc Paying Agent. for thc bcncfit of thc

Owners any additional rights, rcmcdics, powers, authority, sccuriiy, liabilities or duties which may lawfully

bc granted, confcrrcd or imposed and which arc not contrary to or inconsistent with thc Indenture as

lhcrctofore in cffcct, provided that no such additional liabilities or duties will bc imposed upon thc Trustcc
or thc Paying Agent without its prior v"rittcn consent;
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(c) to add to thc covenants and agrcemcnts of, and limitations and restrictions upon thc

Financing Trust in thc Indenture other covenants, agrccments, limitations and restrictions to bc obscrvcd by
thc Financing Trust which arc not contrary to or inconsistent with the Indenture as thcretoforc in cffcct;

(d) to confirm, as further assurance, any plcdgc under, and the subjection to any claim, lien or

plcdgc crcatcd or to bc created by, thc Indenture;

(c) to authorize a different denomination or denominations of thc Certificates and to make

correlative amendments and modifications to thc Indcnturc regarding cxchangcability of Ccriificatcs of
different denominations, redemptions of portions of Ccrtificatcs of particular denominations and similar

amendments and modifications of a technical nature;

amcndcd;
to comply with thc requircmcnts of the Trust Indcnturc Act of 1939, as from time to time

(g) to secure or maintain a rating on any Ccrtificatcs with a Rating Scrvicc;

(h) in any manner necessary, in thc opinion of Bond Counsel, to prcservc thc exclusion of
interest payable under thc Certificates from thc gross income of a recipient thcrcof for fcdcral income tax

purposes;

(i) to modify, amend or supplement the Indenture in such manner as to permit thc qualification
of thc Certificates for deposit with Thc Depository Trust Company or any similar depository, provided thai

any such modification, amcndmcnt or supplcmcni is not, in the judgment of thc Trustee, materially adverse
to the Owners;

(j) to modify, alter, amend or supplcmcnt the Indenture in any rcspcct which rclatcs to thc
administration of thc Program and ihe origination and servicing of Leases and the pledge of rights and

remedies thercundcr; and

(k) to modify, alter, amend or supplement ihc Indenture in any other respect which in thc

judgment of ihc Trustcc is not materially advcrsc to thc Owners.

13efore any Supplemental Indcnturcs arc cntcrcd into pursuant to this Section, thcrc must bc dclivcrcd to thc
Trustee an opinion of I3ond Counsel stating that such Supplemental Indenture is authorized or pcrmittcd by
ihe Indcnturc and thc Act, complies with their respective terms and will not adversely affect the exclusion
fiom gross income for fcdcral income tax purposes of interest on thc Ccrfifieatcs. (Section 11.02)

Suppletnental Indent'ut es Requit ing Ownet Consent. Except for any Supplemental Indcnturc entered
into in the manner provided above, subject to thc terms and provisions contained in thc Indenture and noi

othcrwisc, Owners of not less than a majority in aggregate principal amount of ihc Certificates Outstanding
that arc affcctcd by such Supplcmcnial Indenture will have ihc right from time to time to consent to and

approve ihe execution and delivery by thc Financing Trust and thc Trusfcc of any Supplcmcntal Indcnturc
dccmcd ncccssary or dcsirablc by ihc Financing Trust for thc purposes of modifying, altering, amending,

supplcmcnting or rescinding, in any particular, any of the terms or provisions contained in the Indenture:

provided, however, that, unless approved in writing by thc Owners of all thc Certificates of a Scrics
Outstanding, nothing in thc Indcnturc contained will permit, or be construed as permitting, (i) a change in

ihc times, amounts or currency of payment of thc principal of, premium, if any, or interest on any

Outstanding Ccrtificatc of that Series, or a reduction in thc principal amount or Rcdcmption Price of'any such

Ccrtificatc, or (ii) thc creation of a claim or lien upon, or a plcdgc of, thc related Scrics Trust Estate ranking
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prior to or on a parity with thc claim, lien or pledge created by the Indenture, or (iii) a prcfcrcncc or priority
of any Certificate or Ccrtificatcs of that Scrics over any other Certificate or Certificates of that Scrics, or (iv)
a reduction in the aggrcgatc principal amount of Certificates thc consent ol'the Owners of which is rcquircd
for any such Supplemental Indenture. (Section 11.03).

Effi ct ofSupplemental Indenture.~. Upon the execution and dclivcry of any Supplemental Indcnturc,
thc Indenture will bc, and bc deemed to bc, modified and amcndcd in accordance thcrcwith, and thc

respcctivc rights, duties and obligations under the Indcnturc of the Financing Trust, the Trustcc, thc Paying

Agent, thc Financing Trust and all Owners will thereafter bc determined, exercised and cnforccd under thc

Indenture subject in all rcspccts to such modifications and amendments. (Section 11.04).

Consenr of'Lessees. No Supplemental Indenture which affects any rights, powers, agreemcnts or

obligations of any Lessee under a Lcasc, or requires a revision of a Lcasc, will become effective unless and

until thc Lesscc affected thcrcby consents to such Supplemental Indcnturc. (Section 11.05).

Thc Lcascs

General. Thc term of each Lcasc corresponds to the maturity dates of the Certificates and Lease
Rental Payments, both as to the interest component and principal component, corrcspond to principal and

intcrcst payments on thc Certificates. Additional Rentals are due under the Leases to pay fiduciary fees
relating to the Program. Thc Lessee has the option to terminate its Lease by paying Optional Prcpaymcnt
Price. Lease Rental Payments and any Optional Prcpaymcnt Price arc paid directly to the Trustee.

Each Lease provides that title to thc Project will remain with the Lessee. Thc Lessee is obligated
to complete construction of the Project and amounts will bc disbursed from thc Lesscc's Lcsscc Acquisition
Account as Costs of the Project bccornc due and payable. The Lesscc assumes all risk of loss or damage to

thc Project and is required to continue payments under thc Lease regardless of any loss or damage. Thc
Lessee is required to carry public liability and property damage insurance with respect to the Project, with

property damage insurance being in an amount at least equal to the aggrcgatc principal components of Lease
Rental Payments. The Lcssec may not crcatc any lien against thc Project.

Each Lease is assigned to thc Trustee and the Lcsscc acknowledges that thc Lcasc is a part of thc

Program and that Lease Rental Payments will be applied to payments on thc Ccrtificatcs and payments of
costs and expenses of thc Program.

Geneia!Obli ationlease. Undcra General Obligation Lcasc, the obligation ofthc Lcsscc is a full

gcncral obligation for the payment of the Lcasc Rental Payments and thc full faith, credit and rcvcnuc of thc

Lesscc is plcdgcd for thc prompt payment thcrcof. During thc period of thc Lcasc, thcrc is Icvicd on all

taxable property of thc Lessee in addition to all other taxes, without limitation as to rate, a direct tax annually

in an amount sufficient to pay thc Lease Rental Payments when and as due; provided, however, that in each
year to thc cxtcnt that other taxes of the Lcsscc arc available for thc payment of thc Lcasc Rental Payments
and arc appropriated for such purpose, Ihc amount of such direct tax upon all of thc taxable property of thc
Lesscc shall bc reduced by thc amount of such other taxes so available and appropriated. Funds dcrivcd from

said tax levy are required to be placed in the Sinking Fund of thc Lcssec and arc irrevocably plcdgcd for thc

payment of all bonds issued under KRS Chapter 66 and all tax supported leases.

Upon an Event of Default the Lessor may (i) by appropriate court action, cnforcc thc plcdgc
described above so that during thc remaining Lcasc Term thcrc is levied on all taxable property of thc Lcsscc,
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in addition to all other taxes, without limitation as to rate or amount, a direct tax annually in an amount

sufficient to pay the Lcasc Rental Payments when and as duc; (ii) scil or rclcasc thc project or any portion
thcrcof; or (ii) take whatever action at law or in equity may appear ncccssary or dcsirablc to cnforcc its rights

and into the Project under thc Lease and any Collateral Documents.

TAX TREATMENT

In the opinion of Special Counsel, based upon an analysis of existing laws, regulations, rulings and

court decisions, interest on thc Ccrtifieatcs received by owners of the Ccriificatcs is excludible from gross
income for Federal income tax purposes. Special Counsel is also of thc opinion that intcrcst on the

Certificates rcccived by owners of thc Ccrtificatcs is not a specific item of tax prefcrcncc under Seciion 57
of thc Internal Revenue Code of 1986 (the "Code" ) for purposes of the Federal individual or corporate
alternative minimum taxes. Furthcrmorc, Special Counsel is of the opinion that interest on the Certificates
rcccivcd by owners of ihe Certificates is cxcmpt from taxation, including personal income taxation, by thc

Commonwealth of Kentucky and its political subdivisions.

A draft of thc opinion of Special Counsel is set forth in Appendix B, attached hereto.

The Code imposes various restrictions, conditions, and rcquircmcnts relating to the exclusion from

gross income for Federal income tax purposes of interest on obligations such as the Certificates. The Lessees
have covcnantcd to comply with certain restrictions dcsigncd to ensure that interest on thc Ccrtificatcs will

noi bc includable in gross income for Fcdcral income tax purposes. Failure to comply with these covenants
could result in interest on thc Certificates being includable in income for Fcdcral income tax purposes and

such inclusion could be required retroactively to the date of issuance of the Certificates. Thc opinion of
Special Counsel assumes compliance with these covenants. However, Special Counsel has not undertaken

to detcrminc (or to inform any person) whcthcr any actions taken (or not taken) or events occurring (or not

occurr ing) after thc date of issuance of the Certificates may adversely affect the tax status of thc interest on

thc Certificates rcccived by owners of thc Ccr1ificates.

Certain requirements and proccdurcs contained or rcfcrrcd to in thc Certificate and Ccrtificatc
documents and other rclcvant documents may be changed and certain actions (including, without limitation,
defeasance of the Certificates) may be taken or omitted under the circumstances and subject to thc terms and

conditions sct forth in such documents. Special Counsel cxprcsscs no opinion as to any Ccrtittcatcs or
Ccrtificatcs or the in1crcst thcrcon if any such change occurs or action is taken or omitted upon thc advice
or approval of counsel other than Cox, Bowling k Johnson PLLC.

Although Special Counsel is of thc opinion that interest on thc Ccrtificatc rcceivcd by owners of the

Certificates will bc cxcludiblc from gross income for Fcdcral and Kentucky income tax purposes, thc

ownership or disposition of, or thc accrual or receipt of interest on, thc Certificates rcccivcd by holders of

the Certificates may othcrwisc afl'cct a holder's Federal, state or local tax liabilities. Thc naiurc and extent
of thcsc other tax conscqucnccs may depend upon thc particular 1ax status of the holder or thc holder's other
items of income or deduction. Special Counsel cxprcsscs no opinions regarding any tax conscqucnccs other
than what is sct forth in its opinion and each holder or potential holder is urged to consult with tax counsel

with rcspcct to thc cffccts of purchasing, holding or disposing the Ccrtifieatcs on the tax liabilities ol'hc
individual or entity.

I"or example, although Special Counsel is of thc opinion that intcrcsi on thc Ccrtificatcs rcccivcd by

owners of thc Ccrtificatcs will not be a specific item of tax prcfcrcncc for thc alternative minimum tax,
corporations arc required to include all iax-cxcmpt intcrcst in dctcrmining "adjusted current earnings" under
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Section 56(c) of the Code, which may increase thc amount of any altcrnaiivc minimum tax owed. Receipt
of lax-exempt interest, ownership or disposition of thc Certificates may result in other collateral Federal,
state or local tax consequcncc for certain taxpayers, including, without limitation, increasing the fcdcral tax

liability of certain foreign corporations subject to i.hc branch profits tax imposed by Section 884 of thc Code,
increasing the federal tax liability of certain insurance companies under Section 832 of the Code, increasing

the federal tax liability and affecting the status of certain S Corporations subject to Sections 1362 and 1375
of the Code, increasing thc federal tax liabiliiy ofcertain individual recipients of Social Security or Railroad

Rctircmcnt benefits under Section 86 of thc Code and limiting the usc of the Earned Income Credit under

Section 32 of thc Code that might othcrwisc bc available. Ownership of any Certificates may also result in

the limitation of intcrcst and certain other deductions for financial institutions and certain other taxpayers,
pursuant to Section 265 of the Code. Finally, residence of the holder of Certificates in a state other than

Kentucky or being subject to tax in a state other than Kentucky, may result in income or other tax liabilities

being imposed by such states or their political subdivisions based on thc interest or other income from thc

Ccrtificatcs rcccivcd by owners of thc Certificates.

Thc Lcssccs have dcsignatcd thc Certificates as "qualified tax-exempt obligations" within thc

meaning of Section 265 of thc Code.

UNDERWRITING

Thc Ccrtificatcs arc to bc purchased by Ross, Sinclairc & Associates, Inc., Cincinnati, Ohio (thc
"Undcrwritcr") at an aggregate price of$2,466,150.30 (representing thc principal amount of thc Certificates,
less underwriter's discount of $53,849.70).The Underwriter has entered into an agrcemcnt with the Financing

Trust which provides that the Underwriter will purchase all of thc Certificates if any arc purchased, thc

obligation to make such purchase being subject to certain terms and conditions sct forth in such agrccmcnt.
including the approval of certain legal matters by counsel.

The Underwriter may offer and scil thc Ccrtificatcs to certain dealers and others at a price lower than

thc offering price stated on ihc cover page hereof. Thc offering price may bc changed from time to time by

thc Underwriter.

CERTAIN I.EGAI. MATTERS

At thc time of thc delivery of thc Lcascs and the Cciiiftcatcs, Cox, Bowling & Johnson PLLC,
Lexington, Kentucky, Special Counsel, will deliver its final approving opinion in thc form sct forth in

Appendix B. A copy of such approving opinion will bc printed on each Ccriificatc.

Certain legal matters will be passed upon for thc Lcssccs by their respcciivc counsel and for thc

Undcrwritcr by its counsel, Cox, Bowling & Johnson PLLC, Lexington, Kentucky.



LITI GATION

Each Lessee has ccrtificd that thcrc is no litigation pending or, to the knowlcdgc of such Lesscc,
threatcncd to restrain or enjoin thc authorization, sale or dclivcry of its Lease or which would advcrscly

affect the source of payments under its Lease.

CONTINUING DISCLOSURE

Each Lcsscc will cntcr into a written agreement for the benefit of all parties who may become holders

of thc Certificates, whercundcr each Lessee will agrcc to comply with the provisions of the Municipal

Securities Disclosure Rules sct forth in Securities and Exchange Corporation Rulc 15c2-12, in making

annual financial information available upon rcqucst and will notify those agencies specified in the Rulc in

thc cvcnt of occurrcncc of any of the following "material events".

(a)
(b)
(c)
(d)
(c)
(g)
(11)

(i)
0)
(k)

principal and interest payment delinquencies;
non-payment related defaults

unscheduled draws on debt service rcscrvcs reflecting financial difficulties
unscheduled draws on credit cnhanccments reflecting financing difficulties;
substitution of credit or liquidity providcrs, or their failure to perform;
modifications to right of thc Bondholders
bond calls;
dcfeasancc;
release, substitution or sale of property securing repayment of thc Certificates; and/or

rating change.

A Lcsscc may from time to time choose to provide notice of thc occurrcncc of certain other events,

in addition to those listed above, if, in the judgement of such Lcssce, such other event is material with respect

to thc Certificates, but the Lessees do not undertake to conduit to provide any such notice of material event

except those events listed above.

DESCRIPTION OF THE INSURER

The following information has bccn supplied by thc Insurer for inclusion in this Official Statcmcnt.

No rcprcscntation is made by Issuer/Underwriter as to thc accuracy or complctcncss of the information.

Thc Insurer accepts no responsibility for thc accuracy or complctencss of this Official Statcmcnl. or

any other information or disclosure contained herein, or omitted hcrcfrom, other than with rcspcct to thc

accuracy of the information regarding thc Insurer and its affiliates set forth under this heading. In addition,

thc Insurer makes no rcprcscntation regarding thc Bonds or the advisability of investing in thc Bonds.



General

XL Capital Assurance Inc. (thc "Insurer" or "XLCA") is a monolinc financial guaranty insurance

company incorporated under thc laws of thc State of New York. Thc Insurer is currently licensed to do

insurance business in, and is subject to the insurance regulation and supervision by, all 50 states, ihe District
of Columbia, Puerto Rico, the U.S. Virgin Islands and Singapore.

Thc Insurer is an indirect wholly owned subsidiary ofXL Capital Ltd, a Cayman Islands corporation
("XL Capital Ltd"). Through its subsidiaries, XL Capital Ltd is a leading provider of insurance and

reinsurance coverages and financial products to industrial, commercial and professional service firms,
insurance companies and other enicrpriscs on a worldwide basis. The common stock of XL Capital Ltd is

publicly traded in the United States and listed on thc New York Stock Exchange (NYSE: XL). XL Capital
Ltd is not obligated to pay the debts of or claims against the Insurer.

Thc Insurer was formerly known as Thc London Assurance of America Inc. ("London" ), which was

incorporated on 3uly 25, 1991 under the laws of the State of Ncw York. On February 22, 2001, XL
Reinsurance America Inc. ("XL Rc") acquired 100% of the siock of London. XL Rc mcrgcd its former
financial guaranty subsidiary, known as XL Capital Assurance Inc. (formed Septcmbcr 13, 1999) with and

into London, with London as the surviving entity, London immcdiatcly changed its name to XL Capital
Assurance Inc. All previous business of London was 100% reinsured to Royal Indemnity Company, thc

previous owner at the time of acquisition,

Reinsurance

Thc Insurer has entered into a facultative quota share reinsurance agreement with XL Financial
Assurance Ltd ("XLFA"), an insurance company organized under thc laws of Bermuda, and an affiliate of
the Insurer. Pursuant to this rcinsuranec agrccmcnt, thc Insurer cxpecis to cede up to 90% of its business to
XLFA. The Insurer may also ccdc reinsurance to third parties on a transaction-specific basis, which ccssions
may bc any or a combination of quota sharc, first loss or excess of loss. Such rcinsurancc is used by thc
Insurer as a risk managcmcnt dcvicc and to comply with statutory and rating agency rcquircmcnts and docs
liot alter or limit the Insurer's obligations under any financial guar.anty insurance policy. With rcspcct to any
transaction insured by XLCA, thc pcrcentagc of'risk ccdcd to XLFA may bc less than 90% dcpcnding on

certain factors including, without limitation, whether XLCA has obtained third party reinsurance covering
thc risk. As a result, there can bc no assurance as io thc pcrcentagc rcinsurcd by XLI A of any given financial

guaranty insurance policy issued by XLCA, including the Policy.

Based on the audited financials of XLFA, as of Dcccmbcr 31, 2004, XLFA had total assets,
liabilities, rcdcemable prcfcrrcd shares and sharcholdcrs'quity of $ 1,173,450,000, $558,655,000,
$39,000,000 and $575,795,000, respectively, dctcrmined in accordance with generally acccptcd accounting
principles in thc United States ("US CJAAP"). XLFA's insurance financial strength is rated "Aaa" by
Moody's and "AAA" by SAP and Fitch Inc. In addition, XLFA has obtained a financial cnhanccmcnt rating
of "AAA" from SAP.

Thc obligations of XLFA to thc Insurer under thc rcinsurancc agrccmcni. dcscribcd above arc
unconditionally guarantccd by XL Insurance (Bermuda) Ltd ("XLI"),a Bermuda company and onc of thc
v"orld's leading excess commercial insurcrs. XLI is a wholly owned indirect subsidiary of XL Capital Ltd.
In addition to A.M. Best's rating of "A+" (Ncgativc Outlook), XLI's insurance linancial strength rating is
"Aa2" (Outlook Negative) by Moody's, "AA-" by Standard k Poor's and "AA" (Ratings Watch Negative)



by Fitch. Thc ratings of XLFA and XLI are not rccommcndations to buy, sell or hold sccuritics, including
thc Bonds and arc subject to revision or withdrawal at any time by Moody's, Standard & Poor's or Fitch.

Notwithstanding the capital support provided to thc Insurer described in this section, thc Bondholdcrs
will have direct recourse against thc Insurer only, and neither XLFA nor XLI will be directly liable to the
Bondholders.

Financial Strength and Financial Enhancement Ratings of XLCA

The Insurer's insurance financial strength is rated "Aaa" by Moody's and "AAA" by Standard &
Poor's and Fitch, Inc, ("Fitch" ). In addition, XLCA has obtained a financial enhancement rating of "AAA"
from Standard & Poor's. Thcsc ratings rcflcct Moody's, Standard & Poor's and Fitch's current asscssmcnt
of thc Insurer's creditworthiness and claims-paying ability as well as the reinsurance arrangement with XLFA
dcscribcd under "Rcinsurancc" above.

The above ratings arc not recommendations to buy, scil or hold sceuritics, including thc 13onds and
are subject to revision or withdrav, al at any time by Moody's, Standard & Poor's or Fitch. Any downward
revision or withdrawal of thcsc ratings may have an adverse effect on the market price of the Bonds. Thc
Insurer does not guaranty thc market price of thc Bonds nor docs it guaranty that the ratings on thc Bonds
will not bc revised or withdrawn.

Capitalization of the Insurer

Based on the audited financials of XLCA, as of Dccembcr 31, 2004, XLCA had total assets,
liabilities, and shareholder's equity of $827,815,000, $593,849,000, and $233,966,000, respectively,
determined in accordance with U.S, GAAP.

Based on thc audited statutory financial statements for XLCA as of Dcccmbcr 31, 2004 filed with

thc State of Ncw York Insurance Department, XLCA has total admitted assets of $341,937,000, total
liabilities of $ 143,494,000 and total capital and surplus of $ 198,443,000 determined in accordance with

statutory accounting practices prescribed or permitted by insurance regulatory auihoritics ("SAP").

Incorporation by Reference of Flnancials

For further information concerning XLCA and XLFA, scc thc financial statements of XLCA and

XLFA, and thc notes thcrcto, incorporated by rclcrcncc in this Official Statement. Thc financial statcmcnts
of XLCA and XLFA arc included as exhibits to thc periodic reports filed with thc Sccuritics and Exchange
Commission (thc "Commission" ) by XL Capital Ltd and may bc rcvicwed at thc EDGAR websitc maintained

by thc Commission. All financial statcmcnts of XLCA and XLFA included in, or as exhibits to, documents
tiled by XI Capital Ltd pursuant to Section 13(a), 13(c), 14 or 15(d) of thc Sccuritics Exchange Act of 1934
on or prior to the date of this Official Statement, or after thc date of this Official Statement but prior to
termination of the offer.ing of thc Bonds, shall bc dcemcd incorporated by rcfcrcncc in this Official
Statcmcnt. Except for thc financial statements of XLCA and XLFA, no other information contained in XL
Capital Ltd's reports filed with the Commission is incorporated by rcfcrcncc. Copies of thc statutory quarterly
and annual statements filed with the State of New York Insurance Department by XLCA arc available upon

rcqucst to the State of Ncw York Insurance Dcpartmcnt.
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Regulation of the Insurer

Thc Insurer is regulated by the Supcrintcndcnt of Insurance of thc State of New York. In addit.ion,

the Insurer is subject to regulation by thc insurance laws and regulations of thc other jurisdictions in which

it is licensed. As a financial guaranty insurance company liccnscd in thc State of Ncw York, thc Insurer is

subject to Article 69 of thc Ncw York Insurance Law, which, among other things, limits thc business of each
insurer to financial guaranty insurance and rclatcd lines, prcscribcs minimum standards of solvency,

including minimum capital rcquircments, establishes contingency, loss and uncarncd premium rcservc

rcquircmcnts, rcquircs the maintenance ofminimum surplus to policyholdcrs and limits thc aggregate amount

of insurance which may be written and thc maximum size of any single risk exposure which may be assumed.
Thc Insurer is also rcquircd to file detailed annual financial statcmcnts with thc Ncw York Insurance

Department and similar supervisory agcncics in each of thc oi.her jurisdictions in which it is licensed.

The extent of state insurance regulation and supervision varies by jurisdiction, but Ncw York and

most other jurisdictions have laws and regulations prescribing permitted invcstmcnts and governing thc

payment ofdividcnds, transactions with affiliates, mcrgcrs, consolidations, acquisitions or sales of assets and

incurrcncc of liabilities for borrowings.

THE FINANCIAL GUARANTY INSURANCE POLICIES ISSUED BY THE INSURER,
INCLUDING THE INSL'RANCE POLICY, ARE iNOT COVERED BY THE
PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE
NEW YORK INSURANCE LAW.

The principal cxccutive offices of the Insurer are located at 1221 Avenue of thc Americas, Ncw York,
New York 10020 and its telephone number at this address is (212) 478-3400.

MISCELLANEOUS

The information contained in this Offering Circular has been compiled from official and other
sources bclicvcd to bc rcliablc, and while not guaranteed as to complctcncss or accuracy, its bclicvcd to

be correct as of its date.

The references, excerpts and summaries of all documents referred to hcrcin do not purport to be

complctc statcmcnts of thc provisions of such documents, and rcfcrcncc is dircctcd to all such documents

for full and complete statements of all matters of faci. relating to the Lcascs, thc Certificates, thc security
for all payment of thc Lcascs and Certificates and thc rights and obligations of the holders of thc

Certificates. Any statements made in this Offering Circular involving matters of opinion or of estimates,
whether or not cxprcssly stated, are sct forth as such and not as rcprcsentations of fact, and no

rcprcscntation is made thai. any of thc estimates will bc realized.

This Offering Circular is not to bc construed as a contract with thc purchasers of thc Ccrtificatcs.
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APPENDIX A

DESCRIPTION OF LESSEES AND SECVRITY FOR LEASES

Count of Flo d, Kcntuck

Thc County of Floyd, Kentucky has cnlercd into a General Obligation Lease having aggrcgatc
principal components of'ease Rental Payments of $2,520,000. Scc "SUMMARY OF PRINCIPAL
DOCUMENTS —The Lease —Genera! Obligation Lease." Procccds of thc lease will bc used, along with
additional contributed funds, to payoff certain Floyd County BANS maturing Junc 30, 2005. Thc
proceeds of thc BANS werc used to fund water line expansions in the Southern part of thc County.



APPENDIX 8

FORM OF SPECIAL COIJNSEL OPINION

June 1, 2005

Kentucky Area Development Districts
Financing Trust
Frankfort, Kentucky

Bank of Ncw York Trust Company
Cincinnati, Ohio

Rc; $2,520,000 Kentucky Area Dcvelopmcnt Districts Financing Trust Lease Acquisition
Program Certificates of Participation, 2005 Series K

Ladies and Gcntlcmen:

We have examined the transcript of proceedings (thc "Transcript" ) relating to thc preparation,
execution and delivery by Kentucky Area Development Districts Financing Trust, a trust created under the
laws of thc Commonwealth of Kentucky ("Financing Trust" ) of Kentucky Area Devclopmcnt Districts
Financing Trust Lease Acquisition Program Certificates of Participation, 2005 Scrics K (thc "Ccrtificatcs")
evidencing proportionate interests of thc owners thereof in principal and interest to be paid by certain local
governmental agencies in the Commonwealth of Kentucky as lessees {the "Lessees" ) identified in such
Certificates with respect to leases entered into by, the Lessees (thc "Leases" ). The Certificates arc being
prcparcd, cxccutcd and dclivcrcd pursuant to a Master Trust Indcnturc between the Financing Trust and Bank
of New York Trust Company, Cincinnati, Ohio, as trustee (thc "Trustcc") dated as of August 1, 2001 (thc
"Indenture"). The documents in thc Transcript examined include an cxccutcd counterpart of the Leases and
attachments thereto and thc Indenture. Wc have also examined applicable laws, regulations, rulings and
judicial decisions, a specimen Ccrtificatc, and such other documents and materials as we deem ncccssary to
render this opinion.

Based on thc foregoing, wc arc of the opinion, as of thc date hereof, as follows:

1. Thc Ccrtificatcs and the Indenture constitute valid and legally binding obligations of thc
Financing Trust, cnforceablc in accordance with their rcspcctivc terms. Payments of principal and interest
on thc Leases arc designed to be sufficient, in both time and amount, to pay when duc thc principal and
intcrcst with rcspcct to thc Ccrtittcatcs.

2. Thc Certificates constitute valid and legally binding obligations of the Financing Trust to
distribute paymcnls on thc Leases made by thc Lessees pursuant to the Lcascs to thc owners of thc
Certificates in accordance with thc terms thcrcof and of thc lndcnture. Thc Ccrtificatcs arc



sccurcd by and are payablc solely from the payments on thc Lcascs and rnoncys held by thc Trustee in thc

various funds and accounts cstablishcd by thc Indenture for such Lcasc, which togcthcr constitute a Scrics
Trust Estate, as defined in thc Indenture.

3. Under thc laws, regulations, rulings and judicial decisions in effect as of thc date hereof, thc

intcrcst portion of the Lease payments made by the Lessccs pursuant to thc Lcascs and rcccived by the

owners of thc Certificates, thc same being thc inicrcst with rcspcct to the Certificates reccivcd by thc owners

of the Certificates, is excludible from gross income for Federal income tax purposes, pursuant to the Internal

Revenue Code of 1986, as amended (the "Code"), Furthermore, interest on thc Leases, thc same being thc

interest with rcspcct to the Certificates rcccivcd by thc owners of the Certificates, will not be trcatcd as a

specific item of tax prefercncc, under ) 57(a)(5) of the Code, in computing ihe alternative minimum tax for
individuals and corporations. In rendering the opinions in this paragraph, wc have assumed continuing

compliance by thc Financing Trust and the Lcssecs with certain covenants designed to mcct thc rcquircments

of gs 103 of the Code. We express no other opinion as to thc fcdcral tax conscqucnccs of purchasing, holding

or disposing of thc Lcascs or thc Certificates.

4. Thc Lcascs related to thc Certificates have been designated as "qualified tax-cxcmpt
obligations" pursuant to ) 265 of the Code.

5. The interest payablc with respect to the Ccrtificatcs is cxcmpt from income taxation and thc

Certificates arc exempt from ad valorem taxation by thc Commonwealth of Kentucky and any of its political
subdivisions.

Our opinion sct forth above is subject to thc qualification thai the enforceability of thc Indenture and

the Certificates and agrccmcnts relating thcrcto may be limited by bankruptcy, reorganization, moratorium,

insolvency, or other similar laws relating to or affecting the cnforcemcnt of creditors'ights, and to the

excrcisc of judicial discretion in accordance with general equitable principles.

In rcndcring this opinion, wc have relied upon certifications and representations of fact contained
in the Transcript, which wc have not independently verified. We have also rclicd upon the opinions of
counsel to each Lessee, as to thc duc authorization, cxccution and delivery by, and the binding cffcct upon

and cnforccability against thc Lessees of thc Lcascs.

Very truly yours,

COX BOWLING k JOHNSON PLLC

(B-2)
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Inde endent Auditors'e ort

We have audited the accompanying statement of assets, liabilities, and equity arising from cash
transactions of Floyd County, Kentucky, as of June 30, 2003, and the related statement of cash
receipts, cash disbursements, and changes in cash balances for the year then ended. These
financial statements are the responsibility of the Floyd County Fiscal Court. Our responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, the standards applicable to financial audits contained in Government Auditin
Standards issued by the Comptroller General of the United States, and the Audit Guide for Fiscal
Court Audits issued by the Auditor of Public Accounts, Commonwealth of Kentucky. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

As described in Note I, Floyd County, Kentucky, prepares its financial statements on a prescribed
basis of accounting that demonstrates compliance with the modified cash basis and laws of
Kentucky, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the assets, liabilities, and equity arising primarily from cash transactions of Floyd County,
Kentucky, as of June 30, 2003, and the revenues received and expenditures paid for the year then

ended in conformity with the modified cash basis of accounting,



To the People of Kentucky
Honorable Ernie Fletcher, Governor
Robbie Rudolph, Secretary
Finance and Administration Cabinet
Honorable Paul H. Thompson, Floyd County Judge/Executive
Members of the Floyd County Fiscal Court

In accordance with Government Auditin Standards, we have also issued our report dated
February 2, 2004 on our consideration of Floyd County, Kentucky's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grants. That report is an integral part of an audit performed in accordance with
Government Auditin Standards and should be read in conjunction with this report in considering
the results of our audit,

The accompanying financial information listed as supporting schedules in the table of contents is
presented for purposes of additional analysis and is not a required part of the financial statements
of Floyd County, Kentucky. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States Local Governments and Non-Profit Or anizations, and
is not a required part of the financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the financial statements taken as a whole.

Based on the results of our audit, we present the schedule of findings and questioned costs,
included herein, which discusses the following report comments:

The County Should Require Depository Institutions To Pledge Or Provide Sufficient
Collateral To Protect Deposits

~ The Treasurer Should Maintain Records For The Public Properties Corporation
The County Should Require Component Units To Submit Monthly Financial Reports And
Annual Financial Statements

~ All Bank Accounts Held In The County's Name Or Held In A Component Units'ame
Should Be Reconciled

Respectfully submitted,

g,~u 4j,r

Morgan-Franklin, LLC

Audit fieldwork completed-
February 2, 2004
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS

June 30, 2003

Note 1, Summary of Significant Accounting Policies

A. Re ortin Enti

The financial statements of Floyd County include the funds, agencies, boards, and entities for
which the fiscal court is financially accountable. Financial accountability, as defined by Section
2100 of the GASB Codification of Governmental Accountin and Financial Re ortin Standards,
as amended by GASB 14, was determined on the basis of the government's ability to significantly
infiuence operations, select the governing authority, participate in fiscal management and the

scope of public service. Based upon the criteria stated in GASB 14, management has included the

Floyd County Solid Waste Incorporated, the Floyd County (Martin) Community Center,
Incorporated, and the Public Properties Corporation Fund as part of the reporting entity.

Floyd County Solid Waste Incorporated (the Corporation) is a legally separate entity established
to monitor garbage disposal services in Floyd County. The Fiscal Court appoints all of the
Corporation's board members and is financially accountable for the Corporation, This financial
accountability requires management to include the Corporation as a component unit. The
Corporation is not included in any other organization's reporting entity and provides services
exclusively to the Fiscal Court; therefore, the financial activity of the corporation is discretely
presented in the financial statements,

The Floyd County (Martin) Community Center, Incorporated {the Center) is a legally separate
entity created to oversee the operations of the Floyd County Community Center located in

Martin, Kentucky. The Fiscal Court appoints all of the Center's board members and is able to
impose its will on the Center, therefore the financial activities of the Center is blended with that
of the Fiscal Court. During the fiscal year ended June 30, 2003, the board was dissolved and the
building was leased to the town of Martin.

The Public Properties Corporation (the Corporation) is a legally separate entity established to
provide long-term debt service for the Fiscal Court. The Corporation's governing body consists
entirely of Fiscal Court members. Therefore, management must include the Corporation as a
component unit, and the Corporation's financial activity is discretely presented.

Additional - Flo d Coun Constitutional Elected Officials

Circuit Court Clerk
County Attorney
County Clerk
County Sheriff
Property Valuation Administrator

The Kentucky constitution provides for election of the above officials from the geographic area
constituting Floyd County. Pursuant to state statute, these officials perform various services for
the Commonwealth of Kentucky, its judicial courts, the fiscal court, various cities and special
districts within the county, and the board of education.

See Accompanying Auditors'eport



FLOYD COUNTY
NOTES TQ FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 1. Summary of Significant Accounting Policies {Continued)

A, Re ortin Enti (Continued)

In exercising these responsibilities, however, they are required to comply with state laws. Audits

of their financial statements are issued separately and individually and can be obtained from their
respective administrative offices.

B. Fund Accountin

Fund accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain government functions or activities. The government
uses funds to report on its financial position and the results of its operations. A fund is a separate
accounting entity with a self-balancing set of accounts. Floyd County Fiscal Court's Fund Types,
a definition of each, and county funds included within each fund type are listed below.

1) General Fund T e

General Fund Type accounts for all financial resources except those required to be accounted
for in another fund type. The Floyd County General Fund Type includes the following county
funds: General Fund, Road and Bridge Fund, Jail Fund, and Local Government Economic
Assistance Fund (LGEA),

2) S ecial Revenue Fund T e

Special Revenue Fund Type accounts for the proceeds of specific revenue sources that are
legally restricted to expenditures for the specified purpose. The Floyd County Special
Revenue Fund Type includes the following county funds: State Grants Fund, Federal Grants
Fund, E-911 Fund, Revolving Loan Fund, Construction Fund, the Local Government
Economic Development Fund, and the Floyd County (Martin) Community Center,

3) Debt Service Fund T e

Debt-Service Fund Type accounts for the accumulation of resources for the payment of
general long-term debt principal and interest and includes KACO Leasing Trust Acquisition
Account and the Public Properties Corporation Fund, The KACO Leasing Trust Acquisition
Account includes operating lease proceeds from the Kentucky Association of Counties
Leasing Trust Program for the construction of additional office space at the Big Sandy ADD
building. The Public Properties Corporation Fund debt service is provided rough annual
transfers from the General Fund Type in the amount of the debt service requirements for the
year. Receipts include annual lease payments from the AOC for rental of the Floyd County
Justice Center. Receipts also include bond principal and interest payments from the East
Kentucky Utilities Gas System for a portion of the 1999 Revenue Refunding Bonds and the

Floyd County Racing Commission and Appalachian Racing, Inc. for a portion of the principal
and interest payments made on the Fairgrounds and Convention Center Bonds.

See Accompanying Auditors'eport



FLOYD COUNT Y
NOTES TO FINANCIAL STATEMENTS
June 30„2003
(Continued)

Note 1. Summary of Significant Accounting Policies (Continued)

B. Fund Accountin (Continued)

4) Ca ital Pro'ects Fund T e

Capital Projects Fund Type accounts for financial resources to be used for acquisition of major
capital facilities. The Bond Anticipation Note Fund of the Fiscal Court is reported as a Capital

Projects Fund Type.

5) Ente rise Fund T e

The Enterprise Fund Type is used to report an activity for which a fee is charged to external
uses for goods or services. The Floyd County Enterprise Fund Type includes the jail canteen
and jail inmate accounts, which are maintained by the county jailer.

The canteen operations are authorized pursuant to KRS 441,135(l), which allows the jailer to

sell snacks, sodas, and other items to inmates. The profits generated from the sale of those
items are to be used for the benefit or recreation of the inmates. KRS 441.135(2)requires the

jailer to maintain accounting records and report annually to the county treasurer the receipts
and disbursements of the Jail Canteen. Technical Audit Bulletin 93-002 provides additional
accounting and expenditure guidance for acceptable jail canteen operations. All profit
expenditures appeared to be for the benefit and/or recreation of the inmates.

During the fiscal year ended June 30, 2003, the Floyd County Jail Canteen received $113,108
and expended $103,141 resulting in net income of $9,967.

C. Basis of Accountin

For all fund types, the county utilizes a modified cash basis of accounting, which is a

comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America. Under this basis of accounting, assets, liabilities, and related revenues
and expenditures are recorded when they result &om cash transactions, with a few exceptions.
This modified cash basis recognizes revenues when received, and expenditures when paid. Long-
term receivables, deferred revenue, long-term obligations and amounts to be provided in future

years to retire debt are recorded in the financial statements, The amount to be provided in future

years to retire debt is offset by any such cash or cash equivalents held by the county in a bond or
debt service fund.

The State Local Finance Officer does not require the county to maintain a general fixed assets
group of accounts; therefore the value of the county's fixed assets is not included in the financial
statements. These fixed assets include buildings, equipment and land that are owned by the
county.

See Accompanying Auditors'eport
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 1. Summary of Significant Accounting Policies (Continued)

D. Le al Com liance —Bud et

The Floyd County budget is adopted on a cash basis of accounting and according to the laws of
Kentucky as required by the State Local Finance Officer. The County Judge!Executive is required
to submit estimated receipts and proposed expenditures to the fiscal court by May 1 of each year.
The budget is prepared by fund, function, and activity and is required to be adopted by the fiscal
court by July 1.

The fiscal court may change the original budget by transferring appropriations at the activity
level; however„ the fiscal court may not increase the total budget without approval by the State
Local Finance Officer. Expenditures may not exceed budgeted appropriations at the activity level.

Formal budgets are not adopted for the Debt Service Fund Type because bond indentures and

other relevant contractual provisions require specific payments to and from these funds annually
and transfers are budgeted in the General Fund Type to comply with these requirements. The
Department for Local Government does not require this fund type to be budgeted,

E. Cash and Investments

Cash and cash equivalents include amounts in bank accounts, and investments that have a
maturity date within ninety days of the fiscal year end. Investments are stated at cost and include
investments with a maturity date greater than ninety days from the fiscal year end. Investments

may include certificates of deposit on the financial statements; however, for the purpose of
disclosing credit risk (Note 3), investments exclude certificates of deposit.

KRS 66.480 authorizes the county to invest in the following, including but not limited to,
obligations of the United States and of its agencies and instrumentalities, obligations and
contracts for future delivery or purchase of obligations backed by the full faith and credit of the
United States, obligations of any corporation of the United States government, bonds or
certificates of indebtedness of this state, and certificates of deposit issued by or other interest-
bearing accounts of any bank or savings and loan institution which are insured by the Federal
Deposit Insurance Corporation (FDIC) or which are collateralized, to the extent uninsured, by any
obligation permitted by KRS 41.240(4).

F. Related Or anizations

A related organization is an entity for which a primary government is not financially accountable.
It does not impose will or have a financial benefit or burden relationship, even if the primary
government appoints a voting majority of the related organization's governing board. Based on

these criteria, the following are considered related organizations of Floyd County Fiscal Court:
Floyd County Housing Authority, Southern Water and Sewer District, Sandy Valley Water
District Commission, Floyd County Flood Plain Appeals, Floyd County Cooperative Extension
Board, and the Floyd Service Project, Inc.

See Accompanying Auditors'eport
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 2. Employee Retirement System

The county has elected to participate in the County Employees Retirement System (CERS),
pursuant to KRS 78.530 administered by the Board of Trustees of the Kentucky Retirement

Systems. This is a multiple-employer public retirement system which covers all eligible full-time

employees. Benefit contributions and provisions are established by statute. Nonhazardous

covered employees are required to contribute 5 percent of their salary to the plan. The county's
contribution rate for nonhazardous employees was 6.34 percent.

Benefits fully vest on reaching five years of service for nonhazardous employees. Aspects of
benefits for nonhazardous employees include retirement after 27 years of service or age 65.

Historical trend information showing the CERS'rogress in accumulating sufficient assets to pay
benefits when due is present in the Kentucky Retirement Systems'nnual financial report.

Note 3. Deposits

The county maintained deposits of public funds with depository institutions insured by the
Federal Deposit Insurance Corporation (FDIC). According to KRS 66.480(1)(d) and KRS
41.240(4), the depository institution should pledge or provide sufficient collateral which, together
with FDIC insurance, equals or exceeds the amount of public funds on deposit at all times. In

order to be valid against the FDIC in the event of failure or insolvency of the depository
institution, this pledge or provision of collateral should be evidenced by an agreement between
the county and the depository institution, signed by both parties, that is (a) in writing, (b)
approved by the board of directors of the depository institution or its loan committee, which

approval must be reflected in the minutes of the board or committee, and (c) an official record of
the depository institution. These requirements were met by the county, and as of June 30, 2003,
the county's deposits were fully insured or collateralized at a 100% level with collateral of either

pledged securities held by the county's agent in the county's name, or provided surety bonds
which named the county as beneficiary/obligee on the bonds. Deposits held at First Guaranty
Bank were collateralized and insured in an amount equal to or exceeding such deposits.
However, as of May 30, 2003, the date of highest balance at Citizens National Bank, the
collateral and FDIC insurance together did not equal or exceed the amount on deposit, leaving
$73,681 of public funds uninsured and unsecured.

See Accompanying Auditors'eport



FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 3. Deposits (Continued)

The county's deposits are categorized below to give an indication of the level of risk assumed by
the county as of May 30, 2003.

Bank Balance

FDIC Insured

Uncollateralized and uninsured

Total

$ 100,000

73,681

$ 173,681

Note 4. Capital Lease Agreements

A. On July 22, 1999, Floyd County entered into a lease agreement with Kentucky Association of
Counties Leasing Trust Program for the construction of an office building for use by the Big
Sandy Area Development District. The principal amount of the lease was $60,000. Under a
sublease agreement, the Big Sandy Area Development District will pay to the County
sufficient funds to meet lease rental requirements. The agreement requires variable monthly
payments for 7 years to be paid in full August 20, 2006. The principal balance of the
agreement was $29,512 as of June 30, 2003. Lease payments for the remaining years are:

Fiscal Year Ended
June 30

Scheduled
Interest

Scheduled
Princi al

2004
2005
2006
2007

$ 1,421
917
388

12

$ 8,866
9,2?7
9,708
1,661

$ 2,738 $ 29,512

See Accompanying Auditors'eport



FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 4, Capital Lease Agreements (Continued)

B, On October 16, 1992, Floyd County entered into a lease agreement with Kentucky
Association of Counties Leasing Trust Program for the construction of an office building for

use by the Big Sandy Area Development District. The principal amount of the lease was

$850,000. Under a sublease agreement, the Big Sandy Area Development District will pay
to the County sufficient funds to meet lease rental requirements. The agreement requires
variable monthly payments for 25 years to be paid in full January 20, 2018. The principal
balance of the agreement was $631,000 as of June 30, 2003. Lease payments for the
remaining years are:

Fiscal Year Ended
June 30

Scheduled
Interest

Scheduled
Princi al

2004
2005
2006
2007
2008

2009-2013
2014-2018

$ 33,341
31,756
30,095
28,326
26,472

101,252
38,526

$ 29,000
30,000
32,000
34,000
35,000

205,000
266,000

$ 289,768 $ 631,000

C, On May 8, 1994, Floyd County entered into a lease agreement with Kentucky Association of
Counties Leasing Trust Program for voting machines. The principal amount of the lease was
$206,000. The agreement requires variable monthly payments for 120 months to be paid in

full March 20, 2004. The principal balance of the agreement was $24,000 as of June 30,
2003. Lease payments for the remaining years are:

Fiscal Year Ended

June 30
Scheduled

Interest

Scheduled

Princi al

2004 $ 803 $ 24,000

$ 803 $ 24,000

See Accompanying Auditors'eport



FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 4. Capital Lease Agreements (Continued)

D. In March 2002, Floyd County entered into a lease agreement with Caterpillar Financial
Services Corporation for a 120H Model Caterpillar Motor Grader. The principal amount of
the lease was $ 135,072, The agreement requires fixed monthly payments for 48 months

with a $ 1 bargain purchase price due in March 2006. The principal balance of the agreement
was $92,649 as of June 30, 2003. Lease payments for the remaining years are:

Fiscal Year Ended

June 30
Scheduled

Interest

Scheduled
Princi al

2004
2005
2006

$ 3,699
2,031

389

$ 33,345
35,004
24,300

$ 6,119 $ 92,649

E. In May 2001, Floyd County entered into a lease agreement with Kentucky Area Development
District for a building addition for the Prestonsburg Field House. The principal amount of the
lease was $249,QQQ. The agreement requires semi-annual interest payments and annual
principal payments beginning in December 2001. The principal balance of the agreement
was $215,000 as of June 30, 2003, Lease payments for the remaining years are;

Fiscal Year Ended
June 30

Scheduled
Interest

Scheduled
Princi al

2004
2005
2006
2007
2008

2009-2011

$ 10,234
9,044
7,854
6,664
5,474
8,568

$ 25,000
25,000
25,000
25,000
25,000
90,000

$ 47,838 $ 215,000

Sce Accompanying Auditors'eport
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 5. Operating Lease Agreements

A. In September 2002, Floyd County entered into an operating lease agreement with C &, M
Leasing Company, Inc. for a 2000 Chevrolet Tahoe. The agreement requires monthly rental

expenditures of $699 for twelve months. For the year ended June 30, 2003, Floyd County
made total payments in the amount of $8,389.

B, In September 2002, Floyd County entered into an operating lease agreement with C & M
Leasing Company, Inc, for a 1999 Chevrolet Tahoe. The agreement requires monthly rental

expenditures of $574 for twelve months. For the year ended June 30, 2003, Floyd County
made total payments in the amount of $6,888.

C. In March 2003„Floyd County entered into an operating lease agreement with C & M Leasing
Company, Inc. for a 1998 Toyota 4-Runner. The agreement requires monthly rental
expenditures of $448 for twelve months. For the year ended June 30, 2003, Floyd County
made total payments in the amount of $5,376.

Note 6. Long-Term Debt

A. Refinanced Bonds

The Following three bond issuances were refinanced from the proceeds of the 1999 Revenue
Refunding bonds detailed at Note 6 B.

1) In March 1991, the Floyd County Public Properties Corporation, a component unit of the
Floyd County Fiscal Court, issued $620,000 in First Mortgage Revenue Bonds for the East
Kentucky Utilities Gas System. These bonds were originally scheduled to mature in September
2012. The Fiscal Court refinanced these bonds as a cost savings measure in March 1999. As part
of the refunding, the East Kentucky Utilities Gas System bond payment schedule was revised to
reflect a maturity date of September 2001, The bond principal and interest payments were paid
from the proceeds of the Floyd County Refunding Bonds Series 1999. These bonds were paid in

full September 1, 2001.

See Accompanying Auditors'eport
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 6. Long-Term Debt (Continued)

2) In March 1994, the Floyd County Public Properties Corporation, a component unit of the

Floyd County Fiscal Court, issued $2,500,000 in Solid Waste Refunding and Improvement
Revenue bonds. These bonds were originally scheduled to mature in March 2014. The Fiscal
Court refinanced these bonds as a cost savings measure in March 1999. As part of the refunding,
the Solid Waste bond payment schedule was revised to reflect a maturity date of March 2004.
The bond principal and interest payments will be paid from the proceeds of the Floyd County
Refunding Bonds Series 1999. As of June 30, 2003, the principal balance outstanding on the
1994 Solid Waste bonds was $ 1,810,000. The debt service requirements to be paid from the
proceeds of the Floyd County 1999 Refunding Bonds are as follows:

Fiscal Year Ended
June 30

Scheduled
Interest

Scheduled
Princi al

2004 $ 163,440 $1,810,000

3) In March 1994, the Floyd County Public Properties Corporation, a component unit of the
Floyd County Fiscal Court, issued $5930,000 in First Mortgage Revenue Bonds for the Floyd
County Detention Facility Project. These bonds were originally scheduled to mature in March
2019. The Fiscal court refinanced these bonds as a cost savings measure in March 1999. As part
of the refunding, the Detention Center bond payment schedule was revised to reflect a maturity
date of March 2004. The bond principal and interest payments will be paid from the proceeds of
the Floyd county Refunding Bonds Series 1999. As of June 30, 2003, the principal balance
outstanding on 1994 Detention Center Bonds was $4,040,000. The debt service requirements to
be paid from the proceeds of the Floyd County 1999 Refunding Bonds are as follows.

Fiscal Year Ended
June 30

Scheduled
Interest

Scheduled
Princi al

2004 $ 367,415 $ 4,040,000

See Accompanying Auditors'eport
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 6. Long-Term Debt (Continued)

B, In April 1999, the Floyd county Public Properties corporation, a component unit of the Floyd

county Fiscal Court, issued $9,445,000 in General Obligation Refunding Bonds, Series 1999.
The proceeds from these refunding bonds will be used to refinance the 1999 East Kentucky
Utilities Gas Systems Bonds, the 1994 Solid Waste Refunding and Improvement Revenue Bonds,
and the 1994 Detention Facility First Mortgage Revenue Bonds. These bonds are scheduled to
mature in 2019 and carry an interest rate of 4.35% to 4.4%. Semiannual interest payments are

required in September and March. As of June 30, 2003, the principal balance outstanding on

these bonds was $7,875,000. Debt service requirements for fiscal years ending June 30, 2004 and

thereafter are as follows:

Fiscal Year Ended

June 30
Scheduled

Interest
Scheduled

Princi al

2004
2005
2006
2007
2008

2009-2013
2014-2018

2019

$ 345,204
326,716
307,359
287,131
266,034
978,429
378,400

19,800

$ 425,000
445,000
465,000
485,000
510,000

2,875,000
2,220,000

450,000

$2,909,073 $7,875,000

C. The following two bonds were refunded from the proceeds of the 2002 Refunding Bonds
discussed in Note 6 (D):

1) In December 1995, the Floyd County Public Properties Corporation, a component unit of the
Floyd county Fiscal Court, issued $3,310,000 in First Mortgage Revenue Bonds Series A for
phase 1 of the Court Facility Project. Semiannual principal and interest payments are required in

September and March.

See Accompanying Auditors'eport
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 6. Long-Term Debt {Continued)

The Floyd county Public Properties is acting as an agent for the Administrative office of the

Courts in order to manage and maintain the Justice Center. The Floyd County Public Properties

Corporation Expects annual rentals for use of the Justice Center to be in the full amount of the

annual principal and interest requirements of the bonds. Under the terms of the lease, The
Administrative Office of the courts has agreed to pay directly to the paying agent bank, the use

allowances payment as provided in the lease. The lease agreement is renewable each year, The
Floyd County Public Properties Corporation is in reliance upon the use of allowance payment in

order to meet the debt serviced for the bonds.

The Administrative Office of the Courts with the execution of the lease has expressed its
intention to continue to pay the full allowance payment in each successive biennial budget period
until September 2023, but the lease does not legally obligate the administrative Office of the
Courts to do so,

As of June 30, 2003, the principal balance on these bonds was $2,975,000. Debt service
requirements for fiscal years ending June 30, 2004 and thereafter are as follows:

Fiscal Year Ended
June 30

Scheduled
Interest

Scheduled
Princi al

2004
2005
2006
2007
2008

2009-2013
2014-2018
201 9-2023

2024

$ 162,193
157,930
153,392
148,580
143,493
631,387
455,388
215,757

6,799

$ 75,000
80,000
85,000
90,000
95,000

555,000
735,000

1,015,000
245,000

$2,074,919 $2,975,000

See Accompanying Auditors'eport
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 6. Long-Term Debt (Continued)

2) In June 1996, the Floyd County Public Properties Corporation, a component unit of the Floyd
County Fiscal Court, issued $ 6,525,000 in First Mortgage Revenue Bonds Series B for phase 2
of the court Facility Project. As stated in Note 6C (1), the Administrative Office of the Courts
makes lease rental payments directly to the paying agent bank in the amount of annual bond
principal and interest payments. As of June 30, 2003, the principal balance on these bonds was

$6,100,000. Debt service requirements for fiscal years ending June 30, 2004 and thereafter are as
follows:

Fiscal Year Ended
June 30

Scheduled
interest

Scheduled
Princi al

2004
2005
2006
2007
2008

2009-2013
2014-2018
2019-2023
2024-2026

$ 367,680
362,043
356,130
349,805
343,067

1,595,340
1,332,638

976,879
315,735

$ 100,000
105,000
110,000
120,000
125,000
750,000

1,010,000
1,325,000
2,455,000

$5,999,317 $6,100,000

D. In September 2002, the Floyd County Public Properties Corporation, a component unit of the
Floyd County Fiscal Court, issued $9,165,000 in First Mortgage Revenue Refunding Bonds,
Series 2002 (Floyd County Justice Center Project). The proceeds from these refunding bonds
will be used to refinance the 1995 First Mortgage Revenue Bonds, Series A and 1996 First
Mortgage Revenue Bonds, Series B. These bonds are scheduled to mature in 2022 and carry an
interest rate of 3.0% to 4.75%. Semiannual interest payments are required in March 1 and

September 1 of each year commencing March 1, 2003.

See Accompanying Auditors'eport
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 6. Long-Term Debt (Continued)

As of June 30, 2003 the principal balance outstanding on these bonds was $9,165, 000. Debt service
requirements for fiscal years ending June 30, 2004 and thereafter are as follows:

Fiscal Year Ended
June 30

Scheduled
Interest

Scheduled
Princi al

2004
2005
2006
2007
2008

2009-2013
2014-2018
2019-2023
2024-2027

$ 376,768
369,418
361,843
353,711
344,936

1,577,406
1,264,871

811,086
220,519

$ 240,000
250,000
255,000
265,000
275,000

1,510,000
1,835,000
2,280,000
2,255,000

$5,680,558 $9,165,000

E. In May 1999, the Floyd county Public Properties Corporation, a component unit of the Floyd
County Fiscal court, issued $2,700,000 in General Obligation Public Project Bonds to refinance the
1993 bond Anticipation Notes for the Thunder Ridge Fairground and Convention Center. The bonds
carry an interest rate of 4.85% and are scheduled to mature in July 2019. Semiannual interest
payments are required in July and January, The facility has been leased to Appalachian Racing for an
amount equal to the annual debt service requirements. As of June 30, 2003, the principal balance
outstanding on these bonds was $2,490,000. Debt service requirements for fiscal years ending June
30, 2004 and thereafter are as follows:

Fiscal Year Ended

June 30
Scheduled

Interest
Scheduled

Princi al

2004
2005
2006
2007
2008

2009-2013
2014-2018
2019-2020

$ 119,431
115,673
111,429
106,700
101,608
411,522
217,159

20,976

$ 65,000
80,000
95,000

100,000
110,000
710,000
905,000
425,000

$1,204,498 $2,490,000

See Accompanying Auditors'eport.



FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 6. Long-Term Debt (Continued)

F. In October 2001, the Floyd County Public Properties corporation, a component unit of the Floyd
County Fiscal Court, issued $2,175,000 in First Mortgage Revenue Bond Anticipation Notes, Series
2001. The proceeds from these notes will be used for a waterline construction project. These notes
are scheduled to mature in October 2003 and carry an interest rate of 4.25%. Semiannual interest

payments are required in April and October and the principal amount is due in October 2003. As of
June 30, 2003, the principal balance outstanding on these bond anticipation notes was $2,175,000.
Debt service requirements for fiscal years ending June 30, 2004 and thereafter are as follows;

Fiscal Year Ended
June 30

Scheduled
interest

Scheduled
Princi al

2004 $ 46,219 $2,175,000

Note 7, Related Party Transactions

During the fiscal year ending June 30, 2003, the county spent $766 for parts and services at Layne
Brother's Ford-Lincoln-Mercury-Honda and Ford Trucks. The County Treasurer's father is co-owner
of the dealership.

The Deputy Judge/Executive's father-in-law is a co-owner and on the board of directors of the
depository institution where several of the county's cash accounts are held.

Terrell Ross, shareholder of Ross, Sinclaire k Associates, is the Financial Advisor of the bond
issuances for Floyd County. Terrell Ross leases the Thunder Ridge Racetrack from Floyd County,
During the fiscal year ended June 30, 2003, the county received lease income of $211,250 from
Appalachian Racing, LLC (formerly Mountain Racing), of which Terrell Ross is an owner.

Note 8. Insurance

For the fiscal year ended June 30, 2003, Floyd County was a member of the Kentucky Association of
Counties'll Lines Fund (KALF). KALF is a self-insurance fund and was organized to obtain lower
cost coverage for general liability, property damage, public officials'rrors and omissions, public
liability, and other damages. The basic nature of a self-insurance program is that of a collectively
shared risk by its members. If losses incurred for covered claims exceed the resources contributed by
the member, the members are responsible for payment of the excess losses.

See Accompanying Auditors'eport.
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 9, Contingency

a. Garth Landfill

The Natural Resources and Environmental Protection Cabinet (the Cabinet) filed an Administrative
Complaint against Floyd County Fiscal Court on May 29, 2001, for failure to comply with regulations
related to landfill operations. The Cabinet and Floyd County are currently engaged in settlement
discussions related to the Administrative Complaint. It is likely that the Administrative Complaint
will result in a liability for Floyd County. At this time the amount of the liability cannot reasonably be
determined.

During the fiscal year ended June 30, 2003 the county incurred $ 10,162 for monitoring of the Garth
Landfill and $ 151,665 for supplies and equipment used at the Garth Landfill,

b. Non-Federal Sponsor of the Town of Martin

Floyd County is the non-federal sponsor of the town of Martin's Non-structural Flood Control Project.
Martin is required to provide a 5'/0 match of estimated project expenditures of federal monies. As
Martin's non-federal sponsor, Floyd County has agreed to contribute I'/o of Martin's 5'ro matching
requirement. During the fiscal year ended June 30, 2003, the fiscal court contributed $5,000 toward
this project.

Note 10. Kentucky Advanced Revenue Program ( )

The Kentucky Association of Counties Advance Revenue Program ( ) has established a program
for the purchase of tax and revenue anticipation notes issued by government agencies in order to
provide an efficient system of cash flow borrowing for Governmental Agencies in Kentucky. The
County obtains KARP loans at a fixed rate of interest then invests the monies to yield a higher rate of
return. Under the terms of the agreements, borrowings are short-term, necessitating the
repayment of principal plus interest by the end of each fiscal year.

During 2003, the Floyd County Fiscal Court participated in the program as follows:

General Fund

funds borrowed and invested July 1, 2002 to July 10, 2002
funds withdrawn on July 11, 2002

KARP funds borrowed and invested July 11, 2002 to January 2, 2003
Principal Repaid

Balance, Ending

$ 4,041,800
$ 1 000 000
$ 3,041,800
$ 4,041,800

0

Interest earned at 2.44'/o

Interest paid at 1.68'/o

Net Interest Received

$ 38,200
$ 34 328
$ 3~

These funds were borrowed from KARP to be used to finance flood related expenditures in

anticipation of Federal Emergency Management Agendy Grant Funds.

See Accompanying Auditors'eport.
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 10. Kentucky Advanced Revenue Program (KARP) (Continued)

Road Fund

funds borrowed and invested
Principal Repaid

Balance, Ending

$ 106,200
106 200

Interest earned at 2.44%
Interest paid at 1.68%

Net Interest Received

$ 1,310
902

$ 08

When there are funds in excess of the cost of administering this program, the excess funds are
distributed to the participants. During the 2003 fiscal year, there was an additional premium disbursed
to those participating in the program. The Floyd County Fiscal Court Received $8,179 of this
premium, which is included as interest.

Note 11. Jail Inmate Account

The Jail Inmate Account is used to hold inmate money while incarcerated at the jail. Individual
account balances are maintained by the Jailer's administrative assistant. Inmate receipts included
payments from the state for certain labor performed and inmate deposits from other sources totaling
$153,415. Payments from this account included commissary purchases, inmate labor payments, return
of inmate monies upon release, medical payments and miscellaneous purchases totaling $ 148,705.
Monies held for prisoners as of June 30, 2003 equaled $4,793.

Note 12. Prior Period Adjustments

The Floyd County Solid Waste, Inc. Fund beginning fund balance was increased by $ 100. The Public
Properties Corporation Fund beginning fund balance was increased by $132,503.

Note 13. Reserved Cash Balances

The Statement Of Cash Receipts, Cash Disbursements, And Changes In Cash Balances shows that the
cash balance as of June 30, 2003, was $ 17,787,795. Of this amount, $331,981 is reserved for LGEA
expenditures, $2,343 is reserved for capital lease expenditures, $983,668 is reserved for the reduction
of long-term bonds, and $77,749 is reserved for expenditures that are for the benefit and/or recreation
of the inmates.

See Accompanying Auditors'eport,



FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS
June 30, 2003
(Continued)

Note 14. New Reporting Standard

In June 1999, the Governmental Accounting Standards Board (GASH) issued Statement 034 "Basic
Financial Statements and management's Discussion and Analysis for State and Local Governments,"
This Statement establishes new financial reporting requirements for state and local governments

throughout the United States, When implemented, it will require new information and restructure
much of the information that governments have presented in the past. Comparability with reports
issued in all prior years will be affect3ed, The County has not yet determined the full impact that

adoption of GASB statement 434 will have on the financial statements.

See Accompanying Auditors'eport.



Fl OYD COUNTY
COMPARATIVE SCHEDULE OF

BUDGETED TO ACTUAL OPERATING REVENUE

Bud eted Funds

General Fund T e

Budgeted
Operating
Revenue

Actual
Operating
Revenue

Over
(Under}
Bud et

General Fund
Road and Bridge Fund
Jail Fund
Local Government Economic Assistance Fund

$ 7,045,309
1,159,080

930,000
5,603,687

$ 3,604,343
1,160,614

733,771
3,506,586

$ (3,440,966}
1,534

(196,229)
(2,097,101)

S eciai Revenue Fund T e

State Grants Fund
Federal Grants Fund
E-911 Fund
Revolving Loan Fund
Construction Fund
Local Government Economic Development Fund
Floyd County (Martin) Community Center

15,000
2,350,778

203,622
500

11,590
1,009,884

213,199
128

1,395

(3,410)
(1,340,894)

9,577
(372)

1,395

Ca ital Pro'acts Fund T e

Bond Anticipation Note Fund 25,000 5,515 (19,485)

Totals $ 17,332,976 $ 10,247,025 $ (7,085,951

Reconciliation

Total Budgeted Operating Revenue Above
Add: Budgeted Prior Year Surplus
Add: Other Financing Sources
Less; Other Financing Uses

$ 17,332,976
2,766,292
1,000,000
2,175,830}

Total Opertaing Budget Per Comparative Schedule
Of Final Budget and Budgeted Expenditures $ 18,923,438

The accompanying notes are an integral part of the financial statements.
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FLOYD COUNTY
SCHEDULE OF OPERATING REVENUE

For The Fiscal Year Ended June 30, 2003

GOVERNMENTAL FUND TYPES

Revenue Cate ories

Taxes
In Lieu Tax Payments
Excess Fees
Licenses and Permits
Intergovernmental Revenues
Charges for Services
Miscellaneous Revenues
interest Earned

Totals
(Memorandum

Onl

$ 2,411,084
25,505
75,116
18,992

6,534,208
117,773

1,610,969
682,216

General
Fund T e

$ 2,199,488
25,505
75,116
18,992

5,513,126
117,773

1,002,650
52,664

Special
Revenue

Fund T e

$ 211,596

1,021,082

1,690
1,828

Capital
Projects

Fund T e

5,515

Debt Service
Fund T e

606,629
622,209

Total Operating Revenue $ 11,475,863 $ 9,005,314 $ 1,236,196 $ 5,515 $ 1,228,838

The accompanying notes are an integral part of the financial statements.
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FLOYD COUNTY

COMPARATIVE SCHEDULE OF FINAL BUDGET ANO BUDGETED EXPENDITURES
FINA Bl DGET AND 6 PNI RE

For Ihe Fiscal Year Ended June 30, 2003

GENERAL FUND TYPE

Ex endilure Cate ories

Final
Bud et

Budgeted
Ex enditures

Under

{Over)
Bud et

General Government
Protection to Persons and Property
General Heallh and Sanitation
Social Services
Recreation and Culture

Roads
Airporls

Other Transportation Services and Facilities
Debl Service
Capital ProJects
Administration

2,172,705
1,275,000
3,803,450

1 20,000
672,543

2.395,000
2,500

10,000
73,259

1,954,887
2,024,094

1,532,650
1,183,144
2,201,508

64,745
523,825

2,006,677

85,231
580,350

1,522,772

639,855
91,856

1,601,942
55,255

148,718
388,323

2,500
10,000

(11,972)
1,374,537

501,322

Total Operating Budget - General
Fund Types 14,503,438 9,701,102 4,802,336

Other Finanacing
Uses,'ransfers

lo Public Properties
Corporation Bond Fund

Transfers lo Floyd County (Martin)
Community Center

Capital Lease Agreemenl ~

Prinapal on Lease
Kentucky Advanced Revenue Program-

Repayments

961,687

97.519

116,627

1,000,000

740,847

46,218

111,419

1,000,000

220,840

51,301

5,208

TOTAL BUDGET- GENERAL
FUND TYPE 16,679,271 11,599,586 5,079,685

SPECIAL REVENUE FUND TYPE

Ex enditure Cat ories

General Government
Protection IO Persons and Propeny
General Heallh and Sanitation
Sooai Services
Debt Service
Capital Pro{acts
Administration

20,000
212,813

2,172,735
40,000

5,400
133,500
35,552

18,322
199,111
952,822

1,445
5,376

42,020
6,949

1,676
13,702

1,219,913
38,555

24
91,480
28,603

TOTAL BUDGET - SPECIAL REVENUE
FUND TYPE 2,620,000 1,226,045 1,393,955

CAPITAL PROJECTS FUND TYPE

Ex enditure Cate ories

Capilal Projecls 1,700,000 1,160,701 539,299

TOTAL BUDGET - CAPITAL PROJECTS
FUND TYPE 1,700,000 1,160,701 539,299

TOTAL OPERATING BUDGET - ALL FUNDS

TOTOAL BUDGETED EXPENDITURES - ALL FUNDS

$ 18 823,438

$ 12,087,848

"'00,000 difference in LGEA Fund Revenue increased, but il does not appear that expenditures were increased.

Thc accompanying notes arc an integral part of thc financial ststcmcnts.



FLOYD COUNTY
SCHEDULE OF FLOYD COUNTY MARTIN COMMUNITY CENTER EXPENDITURES

For Th'e Fiscal Year Ended June 30, 2003

Ex enditure Items
Floyd County

Martin Cornrnuni Center

Operating Expenses-
Supplies
Consulting Fees
Utilities

Rent
Taxes - Payroll
Subscriptions
Travel Expenses
Phone Services
Postage
Miscellaneous

$ 4,610
5,132
3,703

853
5,975

759
891

6,663
78

1,111 $ 29,775

Personnel Services-
Payroll
Insurance

$ 87,911
20,849 108,760

Capital Outlay-

Construction
Bleachers

Totals

$ 54,231
11,218 65,449

$ 203,984

The accompanying notes are an integral part of the financial statements,
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Report On Compliance And On Internal Control
Over Financial Reporting Based On An Audit Of Financial

Statements Performed In Accordance With Government Auditin Standards

We have audited the financial statements of I'"loyd County, Kentucky, as of and for the year ended
June 30, 2003, and have issued our report thereon dated February 2, 2004. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditin Standards
issued by the Comptroller General of the United States.

Com liance

As part of obtaining reasonable assurance about whether Floyd County's financial statements are
&ee of'material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grants, noncompliance with which could have a direct and

material effect on the determination of financial statement amounts. However, providing an

opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed instances of noncompliance
that are required to be reported under Government Auditin Standards and which are described in

the accompanying schedule of findings and questioned costs.

Reference 2003-1: The County Should Require Depository Institutions To Pledge Or Provide
Sufficient Collateral To Protect Deposits



Report On Compliance And On Internal Control
Over Financial Reporting Based On An Audit Of Financial
Statements Performed In Accordance With Government Auditing Standards
(Continued)

Internal Control Over Financial Re ortin

In planning and performing our audit, we considered Floyd County's internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that

misstatements in amounts that w ould b e material i n r elation to the f inancial s tatements b eing
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. We noted the following matters involving the internal

control over financial reporting and its operation that we consider to be material weaknesses.
These material weaknesses are described in the accompanying schedule of findings and

questioned costs.

Reference 2003-2: The Treasurer Should Maintain Records For The Public Properties
Corporation

Reference 2003-3; The County Should Require Component Units To Submit Monthly Financial
Reports And Annual Financial Statements

Reference 2003-4: All Bank Accounts Held In The County's Name Or Held In A Component
Units'ame Should Be Reconciled

A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses.
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Report On Compliance And On Internal Control

Over Financial Reporting Based On An Audit Of Financial
Statements Performed In Accordance With Government Auditin Standards
(Continued)

This report is intended solely for the information and use of management and the federal awarding

agencies and pass through entities, and is not intended to be, and should not be, used by anyone
other than the specified party.

Respectfully submitted,

/jan~ g gg —
gus'r

Morgan-Franklin, LLC

Audit fieldwork completed-
February 2, 2004
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To the People of Kentucky
Honorable Ernie Fletcher, Governor
Robbie Rudolph, Secretary
Finance and Administration Cabinet
Honorable Paul Hunt Thompson, Floyd County Judge/Executive

Members of the Floyd County Fiscal Court

Report On Compliance With Requirements
Applicable To Each Major Program And On Internal Control
Over Com liance In Accordance With OMB Circular A-133

Com liance

We have audited the compliance of Floyd County, Kentucky, with the types of compliance
requirements described in the U.S. Office of Mana ement and Bud et OMB Circular A-133
Com liance Su lement that are applicable to each of its major federal programs for the year
ended June 30, 2003. Floyd County's major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of
its major federal programs is the responsibility of Floyd County's management. Our
responsibility is to express an opinion on Floyd County's compliance based on our audit,

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditin Standards issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States Local Governments and Non-Profit Or anizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Floyd County's
compliance with those requireinents and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination of Floyd County's compliance with
those requirements,

In our opinion, Floyd County complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2003.



Report On Compliance With Requirements
Applicable To Each Major Program And On Internal Control
Over Compliance In Accordance With OMB Circular A-133
(Continued)

Internal Control Over Com liance

The management of Floyd County is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered Floyd
County's internal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance
in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all

matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that noncompliance with applicable requirements of
laws, regulations, contracts, and grants that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted one matter involving the internal
control over compliance and its operation that we consider to be a material weakness.

Reference: 2003-5: The Fiscal Court Should Have Monitored The John*s Branch And Spurlock
Creek Waterline Projects'ontractors'ompliance With The Davis-Bacon Act

This report is intended solely for the information and use of management, federal awarding
agencies, and pass-through entities, and is not intended to be, and should not be, used by anyone
other than the specified parties,

Respectfully submitted,

//7Q
Morgan-Franklin, LLC

Audit fieldwork completed-
February 2, 2004



FLOYD COUNTY
SCHEDULE OF FINDINGS AND UESTIONED COSTS

For The Fiscal Year Ended June 30, 2003

A. SUMMARY OF AUDIT RESULTS

1. The auditor's report expresses an unqualified opinion on the financial statements of Floyd
County.

2, Three reportable conditions disclosed during the audit of the financial statements are reported
in the Independent Auditor's Report. All of which are reported as material weaknesses.

3. One instance of noncompliance material to the financial statements of Floyd County were
disclosed during the audit.

4. One reportable condition disclosed during the audit of the major federal awards programs is
reported in the Independent Auditor's Report.

5. The auditor's report on compliance for the audit of the major federal awards programs for
Floyd County expresses an unqualified opinion.

6. Audit findings relative to the major federal awards programs for Floyd County are reported in
Part C of this schedule.

7. The programs tested as major programs were: Abandoned Mine Land Reclamation Program
—Johns Branch and Spurlock Creek Waterline Projects CFDA 0 15,252

8. The threshold for distinguishing Type A and B programs was $300,000.
9. Floyd County was determined to be a low-risk auditee,

B. FINDINGS —FINANCIAL STATEMENTS AUDIT

NONCOMPLIANCE S

Reference 2QQ3- j.

The Count Should Re uire De osito Institutions To Pled eOr Provide Sufficient Collateral
To Protect De osits

The county maintained deposits of public funds with depository institutions insured by the
Federal Deposit Insurance Corporation (FDIC). According to KRS 66.480(l)(d) and KRS
41.240(4), the depository institution should pledge or provide sufficient collateral which, together
with FDIC insurance, equals or exceeds the amount of public funds on deposit at all times. In
order to be valid against the FDIC in the event of failure or insolvency of the depository
institution, this pledge or provision of collateral should be evidenced by an agreement between
the county and the depository institution, signed by both parties, that is (a) in writing, (b)
approved by the board of directors of the depository institution or its loan committee, which
approval must be reflected in the minutes of the board or committee, and (c) an official record of
the depository institution.



FLOYD COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Fiscal Year Ended June 30, 2003
{Continued)

B. FINDINGS —FINANCIAL STATEMENTS AUDIT (Continued}

NONCOMPLIANCES (Continued)

These requirements were met by the county, and as of June 30, 2003, the county's deposits were

fully insured or collateralized at a 100% level with collateral of either pledged securities held by
the county's agent in the county's name, or provided surety bonds which named the county as

beneficiary/obligee on the bonds. Deposits held at First Guaranty Bank were collateralized and

insured in an amount equal to or exceeding such deposits. However, as of May 30, 2003, the date

of highest balance at Citizens National Bank, the collateral and FDIC insurance together did not

equal or exceed the amount on deposit, leaving $73,681 of public funds uninsured and unsecured,

County Judge/Fxecutive's Response:

The Treasurer will be receiving cashiers'hecks on a weekly basis for moneys received from fees
for solid waste collection. This procedure will allow closer monitoring of these moneys and
should prevent any future instances of under-collateralization in this account.

REPORTABLE CONDlTIONS

Reference 2003-2

The Treasurer Sho ld Maintain Records For The Public Pro erties Co oration

a. The County Treasurer does not maintain ledgers for cash and investments held in reserve for
current bond issuances. These cash and investments are required to be maintained as part of the
debt service reserve until the last bond principal and interest payments are made, There is no
monitoring of this fund by the county Treasurer or any other county personnel to ensure
compliance with the debt service reserve requirements. Without recording and reconciling this
information to the appropriate third party documentation, the risk of material misstatement caused

by error or fraud may occur and not be detected in a timely manner. We recommend the County
Treasurer maintain cash and investment statements and monitor balances to ensure compliance
with debt service reserve requirements.

b. The County Treasurer does not record lease income associated with bonds or the related

payments of bond principal and interest for all bonds. Without recording and reconciling this

information to the appropriate third party documentation, the risk of material misstatement caused

by error or fraud may occur and not be detected in a timely manner. W'ithout full disclosure in

the financial statements of the expenditures and their source of payment, the financial statements
do not accurately reflect the financial position of the county. We recommend the County
Treasurer maintain records that include activity in all debt service accounts and record such

activity in the general ledger on a monthly basis.
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FLOYD COUNTY
SCHEDULE OF mnlNGS AND QUESTIONED COSTS
For The Fiscal Year Ended June 30, 2003
(Continued)

B. FINDINGS —FINANCIAL STATEMENTS AUDIT (Continued)

REPORTABLE CONDITIONS (Continued)

County Judge/Executive 's Response;

The Fiscal Court will develop a procedure for recording and reconciling activity in the debt

service fund, specifically for activity involving bonds held in the name of the Floyd County,

Kentucky Public Properties Corporation. The Treasurer will receive additional training that will

enable him to track all activity regarding the Fiscal Court's debt service fund accounts,

Reference 2003-3

The Count Should Re uire Corn onent Units To Submit Monthl Financial Re orts And
Annual Financial Statements

The Floyd County (Martin) Community Center and Floyd County Solid Waste, Inc., component
units of the Floyd County Fiscal Court, did not prepare monthly financial reports or present an

annual financial statement to the fiscal court during fiscal year 2002-2003. Because the fiscal
court provides these component units with funding, monthly monitoring should have been
established in order to oversee the component units'inancial activities. As the component

units'versight

agency, the fiscal court should have required the component units to present monthly
financial reports and an annual financial statement. Without the appropriate level of oversight of
the County' component units, the risk of material misstatement caused by error or fraud may
occur and not be detected in a timely manner, We recommend that the County monitor these
component units more closely. During the fiscal year ended June 30, 2003, the County dissolved
the Floyd County (Martin) Community Center's board and leased the Center to the town of
Martin.

County Judge/Executive "s Response

Since approximately August, 2001, the Floyd County Fiscal Court has been directly
administering all moneys generated from fees for solid waste collection, in addition to
administering all payments of associated debt service. Although the original service contract for
solid waste collection was made between Rumpke of Kentucky and Floyd County Solid Waste,

Inc., itis the position of the Floyd County Fiscal Court that Floyd County Solid Waste, Inc,
presently serves in an advisory capacity to the Fiscal Court in these matters and not in an
administrative capacity. All employees of the Floyd County Community Center ceased work on
December 31, 2002 and the Floyd County Community Center Board has been dissolved.
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FLOYD COUNTY
SCHEDULE OF FINDlNGS AND QUESTIONED COSTS
For The Fiscal Year Ended June 30, 2003
(Continued)

B. FINDINGS —FINANCIAL STATEMENTS AUDIT (Continued)

REPORTABLE COND1TIONS (Continued)

Reference 2003-4

All Bank Accounts Held In The Count 's Name Or Held In A Com onent Units'ame Should

Be Reconciled

An important control for the safeguarding of cash and accuracy of reporting is the reconciling of
bank accounts on a monthly basis. These monthly reconciliations provide assurance that all
transactions are being recorded, and that the transactions are correct as to amount, payee and date.
Although the Treasurer did prepare bank reconciliations for the majority of accounts, there were
several bank accounts which bank reconciliations were not prepared. We recommend that

procedures be developed for the preparation of monthly bank reconciliations and the review of
the reconciliations of all bank accounts by a person of the appropriate level and knowledge to
assume responsibility for their correctness.

County Judge/Executive 's Response:

The specific bank accounts involved are for deposits offunds generated by solid waste collection,
home incarceration, and alcoholic beverage control regulatory license fees and for deposits of
funds generated by fees, admissions and sales at the Allen Park, Allen Swimming Pool, and

Wheelwright Swimming Pool. These accounts were created to enable the responsible employees
to deposit these funds, as collected, and then issue a cashier's check on a weekLy basis for the
Treasurer's deposit into the General Fund account. The Treasurer will begin performing
standard bank reconciliations for the solid waste and aLcoholic beverage control regulatory
license fee accounts. Because the accounts for home incarceration, Allen Park, Allen Swimming
Pool, and Wheelwright Swimming Pool are "in-and-out" accounts, reconciliations will be
performed by comparing the "check-out" sheets with the account statements at month's end.

PRIOR YEAR FINDINGS FINANCIAL STATEMENT AUDIT

"The Fiscal Court Should Have Required The Floyd County (Martin) Community Center To
Submit Monthly Financial Statements And An Annual Financial Statement," was not corrected
and is discussed above.

"The Floyd County (Martin) Community Center Should Not Have Paid Bonuses," appears to
have been corrected.
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FLOYD COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Fiscal Year Ended June 30, 2003
(Continued)

REPORTABLE CONDITIONS (Continued)

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARDS PROGRAM
AUD1T

Reference: 2003-5

The Fiscal Court Should Have Monitored The John's Branch And S urlock Creek Waterline
Pro'ects'ontractors'om liance With The Davis-Bacon Act

The Davis-Bacon Act requires that certified payrolls be submitted to the non-federal entity.
Certified payrolls were not submitted to the Floyd County Fiscal Court, Southern Water and

Sewer District or the County's Engineers. Although there was no monitoring of compliance with
this act, the contractors appear to have paid, at a minimum„ the federal wage rates as required by
the Davis-Bacon Act.

County Judge/Executive 's Response:

It is the position of the Floyd County Fiscal Court that monitoring for compliance with the Davis-
Bacon Act is ultimately the responsibility of the U.S. Department ofLabor, However, with regard
to all future projects involving Abandoned Mine Lands funds, the Fiscal Court will ensure that
there is either language in its contract, regarding administrative duties, requiring the
engineering firm responsible for the project to review aLl such compliance issues or the Fiscal
Court will enter into a contract with its local Area Development District (similar to its contracts
invoLving Community Development BLock Grant funds) to ensure such compliance with the Davis-
Bacon Act.
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FLOYD COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Fiscal Year Ended June 30, 2003

Federal Grantor
Program Title
Grant N m FDA¹

Pass- Through
Grantor's Number Ex enditures

Cash Programs:

U.S. Department of Housing and
Urban Develo ment

Passed-Through State Department
for Local Government:

Auxler Sewage Coffection
System Project (CFDA ¹14.228) $ 132,358

Wheelwright Emergency Shelter Grant
Program (CFDA ¹14,231) Not Available 1,450

Passed-Through Kentucky Housing Corporation:

Kentucky Housing and Kentucky Tech
(CFDA ¹14.239) Not Available 42,020

U.S. A alachian Re ional Commission

Passed-Through State Department
for Local Govemement:

Appalachian Regional Commission
Grants-

Aquaponics (CFDA ¹23.002}

.S.D rtment of the Interior

00-AI203 15,677

Passed-Through State Department
of Natural Resources:

Abandoned Mine Land Reclamation
Programs - (CFDA ¹15,252} GR107210 576,077

U.S. De artment of Commerce

Passed-Through National Oceanic and Atmospheric
Administration:

Pride Community Grant
(CFDA ¹11.469)

CF99-08 through
CF99-14 228,654

. De rtment of Defense

Passed-Through U.S. Army Corps of Engineers:

Law Enforcement Contract
(CFDA ¹ Not Available) Not Available 18,321

U.S. Federal Emer enc Mana ement A e
Passed-Through State Department
of Military Affairs:

Disaster and Emergency
Assistance Grants
May 2002 Flood Relief
(CFDA ¹ 83.503)

Total Cash Expenditures of Federal Awards

FEMA-1414-DR-KY 219,483

$ 1,234,040



FLOYD COUNTY
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Fiscal Year Ended June 30, 2003

Note I— Basis of Presentation

This schedule is presented on a modified cash basis.



CERTIFICATION OF COMPLIANCE

LOCAL GOVERNMENT ECONOMIC ASSISTANCE AND DEVELOPMENT PROGRAMS

FLOYD COUNTY FISCAL COURT

For The Fiscal Year Ended June 30, 2003

The Floyd County Fiscal Court hereby certifies that assistance received from the local
Government Economic Development Program and Local Government Economic Assistance
Program was expended for the purpose intended as dictated by the applicable Kentucky Revised
Statutes.

Paul Hunt Thompson
County Judge/Exectutive

David Layn
County Trea ure



APPENDIX D

SPECIMEN MUNICIPAL BOND INSURANCE POLICY



XL~ CAPITAL ASSURANCE

MUNICIPAL BOND
INSURANCE POLICY

1221 Avenue of the Americas
Ncv, York, New York 10020
Telephone: (212) 478-3400

ISSUER:

BONDS:

Policy No:

Effective Date:

XL Capital Assurance Inc. (XLCA}, a Ncw York stock insurance company, in consideration of thc payment of thc

premium and subject to the terms of'this Policy (which includes each endorsement a ac ed hereto), hereby agrees unconditionally and

irrevocably to pay to the trustee (the "Trustee") or the paying agent (thc "Payin ~ gc t") as sct f'orth in the documentation providing
for the issuance of and securing the Bonds) for the benefit of the Owners of c B fs or, t the election of XLCA, to each Owner,
that portion of the principal and interest on the 13onds thai shall bcc Ttc ic for ym t but shall bc unpaid by reason of
N onpaymeni.

XLCA will pay such amounts to or for the benefit of th Owi r on thc cr o th ay on which such principal and interest
becomes Due for Payment or one (I) Business Day foflov r t e us'ness y n v 'LCA shall have received Notice of
Nonpayment (provided that Notice will be deemed recei e on a i c u 'n ss ay i t is rcccived prior to 10;00 a.m. Ncw York
time on such Business Day; otherwise it will be dcen d i c 've oi hi. ex isii ss Day), but only upon receipt by XLCA, in a

form reasonably satisfactory to it, of (a) cvidcnc th Ov e '-
i ~t to ei e paymenl of thc principal or interest then Duc for

Payment and (b) evidence, including any appro iatc ins u tcn o as m, that all of the Owner's rights with respect to payment
of such principal or interest that is Due f'r Payi cni s I ther up -st

'

LCA. Upon such disbursement, XLCA shall become the

owner of the Bond, any appurtenant cou n t e nd o 'gh to eceipt of paymcni of principal and interest on the Bond and

shall be fully subrogated to the rights f the wn, in udi g I e ncr's right to rcccive payments under the Bond, to the extent of
any payment by XLCA hereunder P vm y A the rustee or Paying Agent for thc benefit of thc Owners shall, io the

extent thereof, discharge the ob 'gation 'XLCA nder 's Po 'cy.

In the event th te or yin ~ A ent has otice that any payment of principal or interest on a Bond which has become
Duc for Payment and wh'. m de to n Owi r y or on behalf of the Issuer of the Bonds has bccn recovered from the Ov:ner
pursuant to a final judg ze t o ompetent jurisdiction that such payment constitutes an avoidable preference to such Owner
within the meaning of; applicab an .uptcy law, such Owner will bc entitled to payment f'rom XLCA to thc extent of'such
rccovcry if sufficient funds are ot th v,

'

available.

The f'ollowing terms s avc the meanings specified f'r all purposes of this Policy, except to thc extent such terms are

expressly modified by an endorsement to this Policy. "Business Day" means any day other than (a) a Saturday or Sunday or (b) a day

on which banking institutions in the State of Nev; York or thc Insurer's I:iscal Agent are authorized or rcquircd by law or cxccutive
order to remain closed. "Due for Payment", when referring to the principal of Bonds, is when thc stated maturity date or a mandatory

redemption date for the application of a required sinking fund installment has been reached and does not rcfcr to any earlier date on

which payment is duc by reason of call for redemption (other than by application of required sinking fund installments), accclcration
or other advancement of'aturity, unless XLCA shall elect, in its sole discretion, to pay such principal due upon such acceleration;
and, when referring to intcrcst on thc Bonds, is when thc stated date for payment of interest has bccn reached. "Nonpayment" means

the failure of the Issuer to have provided sufficient funds to thc Trustee or Paying Agent for payment in full of all principal and

interest on thc Bonds which arc Due 1'or Payment. "Notice" means telephonic or telccopicd notice, subscqucntly confirmed in a signed

writing, or written notice by rcgistcrcd or ccrlificd mail, from an Owner, thc Trustee or the Paying Agent to XLCA which notice shall

specif'y (a) the person or entity making the claim, (b) thc Policy Number, (c) the claimed amount and (d) the date such claimed amount

became Due for Payment. "Owner" means, in rcspcct of a Bond, the person or entity who, at thc time of Nonpayment, is entitled
under thc terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any person or entity whose direct
or indirect obligation constitutes the underlying security for the Bonds.

XLCAP-005 (KY)



XLCA may, by giving written notice to the Trustee and the Paying Agent, appoint a fiscal agent (the "Insurer's Fiscal Agent" )
for purposes of this Policy. From and after the date of receipt by the Trustee and the ing Agent of such notice, which shall specify
thc name and notice address of the Insurer's Fiscal Agent, (a) copies of all notices rc ui d to be delivered to XLCA pursuant to this
Policy shall bc simultaneously delivered to the Insurer's Fiscal Agent and to X . A d a not be deemed rcccived until received by
both and (b) all payments required to bc made by XLCA under this Polic m. e ma ire ly by XLCA or by thc Insurer's Fiscal
Agent on behalf of XLCA. The Insurer's Fiscal Agent is thc agent of CA nly 'n e Insur 's Fiscal Agent shall in no event be
liable to any Owner for any act of the Insurer's Fiscal Agent or a ilui o C I sit r cause to be deposited sufficient
funds to make payments due hereunder.

Except to the extent expressly modified by an en rsem h et
Premium on this Policy is not refundable for any re so h I 'c

acceleration payment which at any time may beco du in es cc an

any risk other than Nonpayment. This Policy se forth e ull n rt
'

any other agreement or instrument, includin an m i atioi or n di e

t is Po
'

is non-cancelable by XLCA, and (b) the

o s ot 'ure against loss of any prepayment or other
on ther than at thc sole option of XI CA, nor against

CA and shall not be modified, altered or affected by
thereto.

3 HIS POLICY IS NOT CO RE Y H 'R PE / ASUALTY INSURANCE SECURITY I UND SPECIFIED IN
ARTICLE 76 OF THE NEW YOR I S C

NOTICE IS HERE G~N I- - T P IUM SURCHARGE REQUIRED BY KRS 136.392 IS BEING CHARGED
IN RESPECT OF THIS . C

In witness wh re, . s c used this Policy to bc executed on its behalf'by its duly authorized officers.

SPE
Name:
Title;

SPECIMEN
Name:
Title:

XLCAP-005 (KY)







GENERAL OBLIGATION LEASE AGREEMENT

LEASE AGREEMEN I

I ENTUCI<Y AREA DEVELOPMENT DISTRICTS FINANCING TRUST

LESSEE: Floyd County, I~entucky

LESSEE'S ADDRESS:

DATE OF LEASE:

TERMINATION DATE:

CERTIFICATE SERIES:

149 South Central Avenue

Prestonsburg, I<entucky 41653

June 28, 2005

J une 28, 2005

Series 20051<

This Lease Agreement constitutes a Security Agreement and all right, title and interest of the

Lessor herein has been assigned to The Bank of New York Trust Company, N.A., as trustee under a

Master Trust Indenture dated as of August 1, 2001 between it and the I essor.



LEASE AGREEMENT

Tl-IIS LEASE AGREEMENT, dated the date shown on the cover page hereof (together
with any amendments hereto made in accordance herewith, this "I.ease"), is entered into by and

between the I<entucky Area Development Districts Financing Trust (the "Lessor"), as the lessor

hereunder, a trust duly created and existing under the laws of the Commonwealth of I~entucky (the
"State"), and the Lessee shown on the cover page hereof (the "Lessee"), as lessee hereunder, a body

politic and corporate validly existing under the constitution, statutes and laws of the State.

WITNESSETH:

WHEREAS, the governing body of the Lessee (the "Governing Body") has the power,
pursuant to Section 65.940 et. se . of the I<entucky Revised Statutes, to enter into lease agreements

with or without the option to purchase in order to provide for the use of property for public

purposes;

WI-IEREAS, the Governing Body has previously determined, and hereby further determines,

that the I essee is in need of the Project, as defined herein;

WHEREAS, the Governing Body has determined and hereby determines that it is in the best

interests of the Lessee that the Lessee and the Lessor enter into this Lease for the leasing by the

Lessee from the Lessor of the Project and to become a Participant in the Program, as defined in the

Indenture;

WI-IEREAS, the execution, delivery and performance of this Lease, have been authorized,

approved and directed by the Governing Body by an Ordinance finally passed and adopted by the

Governing Body; and

WI-IEREAS, the Lessor desires to lease the Project to the Lessee, and the I essee desires to

lease the Project from the Lessor, pursuant to the terms and conditions and for. the purposes set

forth herein;

NOW, TI-IEREI'ORE, for and in consideration of'he mutual promises and covenants

herein contained, the parties hereto agree as follows:

Section 1. Defiiiitions. All words and phrases will have the meanings specified below unless

the context clearly requires otherwise. Terms not defined herein will have the meanings assigned to

them in the. Indenture. References to Sections mean Sections of this I ease unless otherwise

indicated.

"Additional Rentals" means the aggregate of (i) any expenses (including attorneys'ees and

expenses) of the I.essor and the Trustee in defending an action or proceeding in connection with

this Lease and(or any Collateral Documents relating to this Lease or in enforcing the provisions of
this I ease and(or any Collateral Documents relating to this Lease; (ii) any taxes or any other

expenses, including, but not limited to, licenses, permits, state and local sales and use oi ownership

taxes or property taxes and recording fees and)or other fees which the Lessor is expressly required

to pay as a result of or in connection with this I.ease and/or any Collateral Documents relating to



this Lease; and (iii) the Lessee's Proportionate Share of any Administrative Expenses and Fiduciary
Fees to the extent thc same are not included in and paid as Base Rentals.

"Administrative Expenses" means the fees and expenses of the I essor. in administering the

Program.

"Hase Rentals" means the payments payable by the Lessee vvhich constitute the principal
component and interest component of Lease Rental Payments hereunder and other amounts set
forth in Exhibit "A".

"Certificates" means the I~entucky Area Development Districts Financing Trust Lease
Acquisition Program Certificates of Participation related to this Lease.

"Code" means the Internal Revenue Code of 1986, as amended. Each reference to a section
of the Code herein will be deemed to include the United States Treasury Regulations proposed or in

effect with respect thereto and applicable to the Certificates or the use of the proceeds thereof.

"Collateral Document" means any letter of credit, mortgage, escrow agreement, guaranty,
security agreement, pledge agreement, title insurance policy or other document (other than this

Lease) securing a Lease or granting a lien on or a security interest in a Project or executed in

connection with this Lease.

"Costs" means, with respect to the Project, all or any part of the cost of construction,
installation and acquisition of all land, buildings, sttwctures, machinery and equipment; finance

charges; extensions, enlargements, additions, replacements, renovations and improvements;

engineering, financial and legal services; plans, specifications, studies, surveys, estimates of cost of
revenue, administrative expenses, expenses necessary or incidental to dete~g the'easibility or
practicability of constructing a Project; and such other expenses as the Lessor determines may be
necessary or incidental to the construction, installation and acquisition of the Project, the financing
of such construction, installation and acquisition, interest during construction, installation or
acquisition and the placing of the Project in service.

"Fiduciary I"ees" means the contractual fees and expenses (including reasonable attorney's

fees) of (i) the Trustee and the Paying Agent, (ii) the Registrar, (Hi) the Program Administrator in

connection with enforcing any I ease, and (iv) any independent certified public accountants or
independent financial consultants employed under. the requirements of the Indenture.

"Indenture" means the Master Trust Indenture, dated as of August 1, 2001 rela.ting to the

Certificates.

"I ease" means this Lease Agreement and any amendments or supplements hereto entered
into in accordance with the provisions hereof, including the Exhibits attached hereto,

"Lessee Acquisirion Account" means the account by that name established for the Lessee by
the Trustee under the Indenture.

"Lease Rental Payments" means Base Rentals and Additional Rentals, which constitute the

payments payable by the Lessee for and in consideration of the tight to use and the option to



purchase the Project.

hereof.
"Lease Term"'eans the term of this I ease as determined pursuant to Sections 5 and 6

"Lessee" means the Lessee identified on the cover page hereto.

"Lessor" means I<entucky Area Development Districts Financing Trust, acting as lessor
under this Lease, or any successor thereto acting as lessor under this Lease.

"Optional Prepayment Price" means the amount determined by the Lessor and provided to
the Trustee, which a Lessee may, in its discretion, pay under its Lease in order to prepay in full its

Lease Rental Payments, which amount shall be equal to the unpaid principal component of Lease
Rental Payments increased by the sum of (a) the amount of any due or past due Lease Rental
Payments together with interest on such past due Lease Rental Payments to the date of such

prepayment in tull; (b) the unpaid accrued interest on the outstanding principal component of the
Lease Rental Payments to the next date on which the related Certificates can be redeemed; (c) an

amount of cash ox. noncallable Government Obligations which, together with the interest income
thereon (as certified by the Program Administrator, Bond Counselor other entity satisfactory to the

Trustee), rxnII be sufficient to pay Lease Rental Payments, which would have been due on the Lease,
if the Lease had not been prepaid, between the date of the prepayment and the date the prepayment
will be used to redeem Certificates; and (d) an amount equal to the premium, if any, payable on any
Certificates to be redeemed on account of the payment of such Optional Prepayment Price.

"Program Administrator" means the Lessor ox such othex entity or unincorporated
association as may be appointed in accordance with the Indenture to administer the Program and

perform the duties and obligations of Program Administrator under the Indenture.

"Project" means property the Costs of which are financed or refnianced, or the Costs of
which are reimbursed hereunder, as more particularly described in Exliibit '"H" hereto.

"Proportionate Share" means, as of a date of calculation, a fraction, the numerator of which
is the unpaid principal components of Hase Rentals hereunder, and the denominator of which is the
sum of the unpaid principal components of Base Rentals under all Leases.

"'State" means the Commonwealth of'I~entuckv.

"I'xustee" means The. Bank of New 3"ork 'I'rust Company, N.A, a banking corporation, as

trustee under. the Indenture, and any successor trustee at the time serving as such under the

Indenture.

Section 2. Rc resentations. Covenants and Warranties of the I essee. The Lessee represents,
covenants and warrants that (a) it is a body politic and corporate of the State; (b) it has full power
and authority to enter into and to perform its obligations under, this Lease and all related

documents; (c) it has duly authorized this I..ease and all related documents; (d) this Lease aiid all

related documents are valid, legal and binding obligations of the Lessee, enforceable against the

I..essec in accordance with its terms; (e) the execution and delivery of this I ease and all related
documents does not conflict with or result in a breach of'he terms of any agreement or instrument



by which the I essee is bound, or conflicts with or. results in a violation of any provision of law or
regulation applicable to the I essee; (F) there is no action, suit, proceeding or investigation beEore or

by any court or public body wherein an unfavorable decision would materiaHy and adversely affect
the transactions contemplated by this Lease; (g) it will not take or permit, or omit to take or cause to
be taken, any action that would adversely aEfect the exclusion from gross income for Federal income
tax purposes of the designated interest component of Lease Rental Payments; (h) the Project
Eurthers the Lessee's governmental purposes, serves a public purpose and is in the best interests of
the I essee and at the time of execution and delivery of the Lease, the Lessee intends to annuaHy

appropriate the Lease Rental Payments due hereunder; and (i) during the Lease Term, the Project
will at aH times be used only for the purpose of performing one or more lawful governmental
Functions of the Lessee.

'I"he Lessee acknowledges that the Certificates are being issued with respect to this I ease and
that the interest thereunder and hereunder is excludable from gross income under the Internal
Revenue Code of 1986, as amended (the "Code"). The Lessee covenants and agrees that it wiH not
take or omit to take any actions that would adversely affect the tax-exempt status of the Certificate.

Section 3. Re resentations. Covenants and Warranties of Lessor. The I..essor represents,
covenants and warrants that (a) it is a trust duly created and validly existing under the laws of the
State, has aH necessary power and authoriry to perform its obligations under, this Lease, and has duly
authorized the execution and delivery of this Lease; (b) the execution and delivery of this I ease does
not conflict with or result in a breach of the terms of any agreement or instrument by which the
Lessor is bound, or conflicts with or results in a violation of any ptovision of law or regulation
applicable to the Lessor; (c) there is no litigation or proceeding pending or threatened against the
Lessor or any other person affecting the right of the Lessor to execute or deliver this Lease or to
comply with its obligations under this Lease.

Section 4. Demisino- Clause Title Securi ~ Interest. 'I he Lessor leases the Project to the
I essee, and the Lessee leases the Project from the Lessor, in accordance with the provisions of this

Lease, to have and to hold for the I ease Term. "I"he Lessee will take possession of the Project upon
delivery thereof. Legal title to the Project and all fixtures, appurtenances and other permanent
accessories thereto and aH interests therein will be held by the Lessee, subject to Lessor.'s rights
under this I ease.

The I essor's interest shall terminate upon (a) the Lessee's exercise of the purchase option
granted in Section 25 hereof, or (b) the complete payment and performance by the I essee of aH of
its obligations hereunder. It is hereby acknowledged by the Lessor and the Lessee that the Lessee
intends to purchase the Project on the terms set forth in this Lease.

Section 5. Duration of Lease Term. The Lease Term wiH commence and ternunate on the

dates shown on the cover page hereof unless earlier terminated as provided in Section 6.

Section 6. Termination of Lease Term. The I ease Term wiH terminate upon termination of
Lessor's interest in the Project pursuant to Section 25.

Section 7. En'ovment. The Lessor hereby covenants that the Lessee wiH during the I.ease
Term peaceably and quietly have and hold and enjoy the Project without suit, trouble or hindrance
from the Lessor, except as expressly required or permitted by this Lease. 'Ihe Lessor mill, at the



request of the Lessee and at the cost of the I essee, join and cooperate fully in any legal action

regarding the Project and the I essee may, at its own expense, join in any legal action affecting the

Project.

Section 8. Lease Rental Pavments. The Lessee shall pay Base Rentals in the amounts and at

the times set forth in Exhibit "A", as said Exhibit "A" is in effect on the first day of each fiscal year

during the Lease Term. The Lessee agrees and acknowledges that Exhibit "A" may be amended at

any tIme to reflect an increase in Administrative Fees or Fiduciary Fees. If the Lessor determines

that an amendment to Exhibit "A" is appropriate, the Lessor wiH mail to the Lessee a revised

Exhibit "A" (identified by date or other means), by first class mail, postage prepaid. Said amendment

will become effective and will for all purposes become a part of this Lease and will reflect Base
Rentals to be paid by the Lessee for subsequent periods (unless Exhibit "A" is further amended as

provided in this Section) upon the earlier of the acknowledgment thereof by the Lessee or

automatically on the next payment date set forth in the revised Exiwbit "A".

The Lessee will pay Additional Rentals within fifteen (li) days after a v"ritten request

therefore is mailed to the Lessee by or on behalf of the Lessor.

Each Lease Rental Payment will be applied first to the principal component of Hase Rentals

then due and payable, then as Additional Rentals then due and payable, then to the components of
Base Rentals then due and payable other than the interest component and principal component, and

finally to the interest component of Base Rentals then due and payable.

This Lease will be deemed and construed to be a "net lease", and the Lessee will pay
absolutely net during the Lease Term, the Lease Rental Payments and all other payments required

hereunder, free of any deductions, and without abatement, deduction or set-off (other than credits

against I ease Rental Payments expressly provided for in this Lease).

Section 9. Manner of Pa:ment. All I ease Rental Payments wIll be paid by check made

payable and delivered to the Trustee. The obligation of the Lessee to pay the Lease Rental Pa1ments
and to perform and observe the covenants and conditions contained herein during the I ease Term
will be absolute and unconditional except as otherwise expressly provided in tlus Lease, and

payment of the Lease Rental Payments may not be abated through accident or unforeseen

circumstances or damage to, destruction of, or failure to complete, the Project. Lessee will not assert

any right of set-off or counterclaim against its obligation to make such payments required hereunder.

No action or inaction on the part of the Lessor (or any of its assigns) will affect the Lessee's

obligation to pay all I ease Rental Payment during the Lease Term.

Section 10. Ex ression of Lessee's Need for the Pro ect Determination as to Useful Life.

The Lessee hereby declares its current need for the Project and further. determines and declares its

expectations that the Project will (so long as it is subject to the terms hereof) adequately serve the

needs for. which it is being acquired throughout the Lease Term. The I essee hereby determines and

declares that, to the best of its knowledge, the period during which the Lessee has an option to

purchase the Project (i.e. the rnaxirnum term of this Lease) does not exceed the useful life of the

Plofect.

Section 11, General Obli ation of I essee. The obligation of the I essee created by tliis Lease

shall be a full general obligation of the Lessee and, for. the payment of the Lease Rental Payments,



the full faith, credit and revenue of the Lessee are hereby pledged for the prompt payment thereof.
During the period of the Lease is outstanding, there shall be levied on all taxable property in the
Lessee, in addition to all other taxes„without limitation as to rate, a direct tax annually in an amount
sufficient to pay the Lease Rental Payments when and as due; provided, however„ that in each year
to the extent that the other taxes of the Lease are available for the palment of the I ease Rental
Payments and are appropriated f'r such purpose, the amount oF such direct tax upon all of the
taxable property in the Lessee shall be reduced by the amount of such other taxes so available and

appropriated. As provided in the Ordinance, the funds derived from said tax leal hereby required or
other available taxes shall be placed in the Sinking Fund of the Lessee and, together with interest
collected on the same, are irrevocably pledged for the payment of'aII Certificates issued under I~RS
Chapter 66 and Tax Supported Leases, as defined in I~RS Chapter 66, including the Lease Rental

Payments, when and as the same fall due.

Section 12. A reement to Ac uire Construct and Install the Pro'ect and I ease to the Lessee.
The Lessee will provide for completion of the acquisition, construction, installation and equipping
oF the Project by the Lessee as the agent of the Lessor. The Lessee agrees that it will do all things
which may be necessary or proper f'r the construction, acquisition, installation, and equipping of
the Project, on behalf of the I.essor. So long as this Lease is in full force and effect, the Lessee will

have full power to carry out the acts and agreements provided in this Section, and such power is

granted and conferred under this Lease to the Lessee, and is accepted by the Lessee, and will not be
terminated or restricted by act of the Lessor or the Trustee, except as provided in this Section. All

contracts relating to the Project are hereby assigned to the Lessor..

Section 13. Disbursements from the Lessee's Lessee Ac uisition Account. As long as no
Event of DeFault has occurred, and the Lessee's right to control acquisition, construction,
installation and equipping of the Project has not otherwise been terminated, disbursements from the
Lessee's Lessee Acquisition Account may be made to payor reimburse the Lessee for Costs of the
Project. The Lessee must provide to the Lessor for approval, and thereafter to the Trustee, a request
for disbursement substantially in the form set forth in Exhibit "C" hereto. Pending disbursement,
unless otherwise directed in writing bv the I..essee, amounts in the Lessee Acquisition Account will

be invested by the Trustee in accordance with instructions provided by the Program Administrator.

If an Event. of Default occurs prior to the completion of the Project or if the right of the
Lessee to control the acquisition, construction, installation and equipping of the Project has been
otherwise terminated, amounts on deposit in the Lessee's Lessee Acquisition Account may be
utilized by the Lessor to complete the Project.

Section 14. Risk of I.oss'amage Destruction. Lessee assumes all risk of loss or damage to
the Project from any cause whatsoever. No loss of or damage to, or appropriation by governmental
authorities of, or defect in or unfitness or obsolescence of, the Project will relieve Lessee of the
obligation under this I ease. I essee will promptly repair or replace any portions of Project lost,
destroyed, damaged or appropriated which are necessary to maintain the Project in sound operating
condition so that at all times during the Lease 'I erm the Project will be able to carry out its intended
functions.

The net proceeds of any insurance policies, performance Certificates, condemnation awards
or net proceeds received as a consequence of default or brcach of warranty under a construction
contract or. other contract relating to the Project will be deposited in the Lessee's I essee Acquisition



Account, if received before the completion of the Project, or, if received thereafter, to be deposited
in a separate trust fund held by the Trustee and will be applied in the same manner described in

Section 13. The balance remaining after repair, restoration, modification, improvement or
replacement of the Project has been completed will be applied to satisfy payment of'ease Rental

Payments.

Section 15. Disclaimer of Warranties. THE LESSOR, THE TRUSTEE AND TI-IE
OWNERS OF THE CERTIFICATES MAIM NO WARRANTY OR REPRESENTATION,
EITI IER EXPRESS OR IMPLIED, AS TO TI IE VALUE, DESIGN, CONDITION,
Iv1ERCHANT ABILITY OR FITNESS FOR A PARTICUI-AR PURPOSE OR FITNESS FOR
USE OF TI-IE PROjECT OR ANY PORTION TI-IEREOF OR ANY OTI-IER REPRESENT
ATION OR WARRANTY WITI-I RES1ECT TO TI-IE PROjECT OR ANY PORTION
THEREOF.

Section 16. Financial Re orts; Notice. The I essee shall provide the Program Administrator
with a copy of its unaudited year-end financial report by September 1 of each year and its audited
financial statement as soon as it is available for release. "I"he Lessee shall furnish to the Program
A.dministrator such other information respecting the condition or operations, financial or otherwise,
as the Program Administrator may from time to time reasonably request, including, but not limited

to, all information needed by the Lessor in order to comply with the continuing disclosure
requirements of Securities and Exchange Commission Rule 15c2.12. The Lessee will immediately

notify the Lessor and the Trustee of anl Event of Default hereunder.

Section 17. Ins ection and Lessee Re orts. The Lessor, the Trustee and their respective
authorized representatives shall at any time during normal business hours have the right to enter the

prenaises where the Project may be located for the purpose of inspecting and examining the Project
and its condition, use, and operation and the books and records of the Lessee relating thereto.

Section 18. Maintenance of the Pro'ect by the Lessee, The Lessee agrees that, at all times

during the Lease Term, the Lessee wiH maintain, preserve and keep the Project or cause the Project
to be maintained, preset'd and kept, with the appurtenances and every part and parcel thereof, in

good repair, working order and condition, ordinary wear and tear excepted, and that the Lessee will

from time to time promptly make or cause to be made aU necessary and proper repairs, except as

otherwise provided in Section 14. The Lessor., the Trustee and the owners of the Certificates will noi
haveany responsibility in any of these matters or for the maldng of any additions, modifications,
improvements or replacements to the Project.

Section 19. Modification of the Pro'ect Installation of E uiament and Ivlachiner of the
Lessee. Following acquisition of the Project, Lessee will not make any alterations, additions,
substitutions or replacements to the Project which would have an adverse effect on either the nature

of the Project or the functionality or value of the Project, unless such alterations, additions,
substitutions, replacements or improvements may be readily removed without damage to the

Project. Any alterations, additions or improvements to the Project wlaich may not be readily

removed without damage to the Project, and any substitutions or replacements, shall be and be
considered to constitute a part of the Project.

The Lessee may also install maclunery, equipment and other tangible property in or. on the

Project; provided that such machinery, equipment and other tangible property which becomes



permanently affixed to the Project will be subject to this Lease if the Lessor reasonably determines

that the Project would be damaged or impaired by the removal of such machinery, equipment or
other tangible property.

Section 20. Provisions Re ardino Casualty Public Liabili ~ and Pro. ertv Damage Insurance.
The Lessee, at its expense, will cause casualty and property damage insurance with a company or
self-insurance fund acceptable to the Lessor to be carried and maintained with respect to the Project
in an amount equal to the aggregate principal components of Lease Rental Payments payable during

the maximum term oF this Lease or the replacement cost (excluding Foundations) of the Project, if
less than such principal components. A.ny casualty and property damage insurance policy required by

this Section win name the Lessor and the Trustee as additional named insureds and will be so

written or endorsed as to make losses, if any, payable to the Trustee (for. application as provided in

Section 14).

The Lessee will cause public liability insurance to be carried and maintained with a company
or self-insurance fund acceptable to the Lessor with respect to the Project in such amount as is

approved by the Lessor. Any public liability insurance policy required bv this Section will name the

Lessor and the Trustee as additional named insureds,

Section 21. No Encumbrance Ivlortoa e or Pledge of Pro'ect. The I essee will not directly or
indirectly create, incur, assume or suffer to exist any mortgage, pledge, lien, charge, encumbrance or
claim on or with respect to the Project, unless specifically consented to in writing by the Program
Adnunistrator.

Section 22. Letter of Credit. If required by the Program Administrator, the Lessee, prior to

or simultaneously with the execution and delivery of this Lease, shall cause a letter of credit,

satisfactory in form and substance to the Program Administrator, to be issued by a bank satisfactory
to the Program Administrator (an "Approved Hank" ) in favor of the Trustee as security for the

obligations of the Lessee under this Lease.

Section 23. Assignment by I essor. As the source of payment of the Certificates, thc I essor
has assigned to the Trustee, under and pursuant to the Indenture, all of the I essor's right, title and

interest in, to and under. this Lease and any Collateral Documents, including but not limited to the

right to receive the Lease Rental Payments and other amounts due hereunder. The Lessee
acknowledges and agrees that this assignment ~xi11 entitle the Trustee to enforce any obligation of the

Lessee hereunder and to exercise any remedy or right of the Lessor hereunder. The Lessee further

acknowledges and agrees that, as provided in the Indenture, the Function oF the "Lessor" under this

Lease may be performed by the Program Administrator (which may be a person or entity other than

the Lessor) and its agents and representatives.

Section 24. Assi< nment and Subleasin bv the I esscc. This Lease may not be assigned by the

Lessee for any reason. The Project may be subleased by the Lessee, as a whole or in part, but only

with the prior written consent of the Lessor and the Program Administrator.

Section 25. Purchase 0 uon Pre ayment. The Lessee may, in its discretion, prepay in full

its Lease Rental Payments under the Lease by paying to the Lessor thc Optional Prepayment Price
with respect to the Lease. The Optional Prepayment Price shall be used as provided in the

Indenture. Upon payment of the Optional Prepayment Price, the Lessor's interest in the Project will



terminate pursuant to Section 4 hereof, The Lessee may prepay principal components of Lease
Rental Payments in ~um amounts of $50,000 or in such lesser amounts as mal be approved by
the Program Administrator.

Section 26. Release and Indemnification Covenants. To the extent permitted by law, the

Lessee will and hereby agrees to indemnify and save the Lessor and the Trustee (each, an

"Indemnitee" ) harmless against and from any or all claims, by or on behalf of any person, firm,

corporation or other legal entity, and all liabilities, obligations, losses and damages whatsoever,
regardless of the cause thereof and the expenses, penalties and fees in connection therewith

(including counsel fees and expenses), arising from or as a result of the operation, ordering,

ownership, acquisition, construction, use, condition, deliver", rejection, storage, return or
management of the Project during the Lease Term, or the entering into of the Lease or any other
document or instrument relating thereto (collectively, "Indemnified Claims" ), including, but not
limited to: (i) any condition of the Project; (ii) any act of negligence of the I essee or of any of the

agents, contractors or. employees or any violation of law by the Lessee or breach of any covenant or
warranty by the Lessee hereunder; (Hi) any accident in connection therewith resulting in damage to

property or. injury or death to any person; and (iv) the incurring of any cost or expense in

connection with the acquisition of the Project in excess of the moneys available therefore in the
Lessee's Lessee Acquisition Account. To the extent permitted by law, the Lessee will indemnify and

save each Indemnitee harmless from any such Indemnified Claim, or in connection with any action
or proceeding brought thereon and, upon notice from such Indemnitee, will def'end or pay the cost
of defending such Indemnitee, in any such action or proceeding.

The indemnification arising under this Section will continue in full force and effect
notwithstanding the full payment of aII obligations under this Lease or the termination of this I ease

for any reason.

Section 27. Events of Default Defined. The following will be "Events of Default" under this

Lease, and the term "Event of Default" or "Default" will mean, whenever it is used in this Lease,
anyone or more of the following events:

or
(a) Failure by the Lessee to pay any Lease Rental Payments at the time specified herein;

(b) failure by the Lessee to observe or perform any covenant, condition or agreement on
its part to be observed or performed, other than referred to in subsection (a) or (b) of this Section,
for a period of 30 days after written notice specifying such failure and requesting that it be remedied

wiII have been given to the I essee by the I.essor unless the Lessor agrees in writing to an extension
oF. such time prior to its expiration.

Section 28. Remedies on Default. Whenever any Event of Default has occurred and is

continuing, the Lessor may, without an> further demand or notice, talre one or any combination of
the following remedial steps:

(a) Hy appropriate court action, enforce the pledge set forth in Section 2 of the

Ordinance and Section 11 of this I ease so that during the remaining Lease Term there is levied on

all the taxable property in the Lessee, in addition to all other taxes, without limitation as to the rate

or amount, a direct tax annuallv in an amount sufficient to pay the Lease Rental Payments when and

as duej



(b) sell or re-lease the Project or any portion thereof; or

(c) take whatever action at law or in equity may appear necessary or desirable to enf'orce

its rights in and to the Project under this Lease and any Collateral Documents (including, without

limitation, the right to possession of the Project and the right to sell or re-lease or othemvise dispose

of the Project in accordance with applicable law), and(or take whatever action at law or in equity

may appear necessary or desirable to enforce performance by the Lessee of the applicable covenants

and agreements of the Lessee under this Lease (subject, however, to the limitations thereon

contained in this Lease) and to recover damages for the breach thereof.

No remedy herein conferred upon or reserved to the Lessor 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. If any

agreement contained herein should be breached by either party and thereafter waived by the other

party, such waiver will be limited to the particular breach so waived and will not be deemed to waive

any other breach hereunder.

The Lessee will remain liable for all covenants and obligations under this Lease, and for all

legal fees and other costs and expenses, including court costs awarded by a court of competent
jurisdiction, incurred by the Lessor with respect to the enforcement of any of the remedies under

this Lease, when a court of competent jurisdiction has finally adjudicated that an Event of Default

has occurred.

Section 29. Notices. All notices, certificates, requests or other communications hereunder

will be in writing and mailed (postage prepaid, and certified or registered with return receipt

requested) or delivered (including delivery by courier service) as follows:

If to the I essor: l~entucky Area Development Districts Financing Trust
c/o Ross, Sinclaire Bc Associates, Inc.
I"rankfort, kentucky 40601
Attention: Terrell Ross, Admiiiistrator

If to Trustee: The Bank of New York Trust Company, N.A.
525 Vine Street, Suite 900
Cincinnati, Ohio 45202
Attention: Corporate Trust Department

If to the Lessee: Address shown on the cover page hereof

Any of the foregoing may, by notice given hereunder to each of the others, designate any

further or. different addresses to which subsequent notices, certificates, requests or other

communications will be sent hereunder. All notices, certificates, requests and other communications

pursuant to this Lease will be effective when received (if given by mail) or when delivered (if given

by deliver>).
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Section 30. Amendments Chan es and Modifications. Except as provided in Section 8 with

respect to Exhibit "8", this Lease may not be amended, changed, modified or. altered, or any

provision hereof waived, without the written consent of the I.essor and the Lessee,

Section 31. Third Partv Beneficiary. Except for. the Trustee and the Program Administrator,

no person other than a party hereto, mN have any right, remedy or claim under or by reason of this

Lease or otherwise be a third party beneficiary of any rights, remedies, claims or agreements
hereunder.

Section 32. I essee Acknowled ment of the Certificates. The Lessee acknowledges (i) that

this Lease and the financing by the Lessor of the Project is a part of the Program; and (ii) that the

Lease Rental Payments under this Lease, together with lease rental payments under. other leases

entered into by Lessors under the Program, are and will be applied to (A) pay the principal and

ptemium, if any, and interest on the Certificates and (8) pay all other costs and expenses of the

I rogram. The Lessee acknowledges and consents to the assignment by the Lessor., pursuant to the

Indenture and Section 23 hereof, to the Trustee, for the equal and ratable benefit of the Owners of
the related Certificates, of all right, title and interest of the Lessor in, to and under this Lease,

Section 33, Miscellaneous. This Lease will inure to the benefit of and will be binding upon
the Lessor and the Lessee and their respective successors and assigns (including, without limitation,

security assigns). This Lease may be simultaneously executed in several counterparts, each of which

be an original and all of which ax< constitute but one and the same instrument. This Lease will

be governed by and construed in accordance with the laws oF the State. 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 Lease. If any provision of tlus Lease, other than the requirement of
the Lessee to pay Lease Rental Payments and the requirement of the Lessor to provide quiet

enjoyment of the Project and to convey the Project to the Lessee under the conditions set forth

herein, is held invalid or unenforceablc by any court of competent jurisdiction, such holding will not
invalidate or render unenforceable any other provision hereof.

, Signatnre.r on the follow n0PagesJ
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IN WI I NESS WI-IEREOF, the Lessor has executed this Lease in its name; and the I..essee
has caused this Lease to be executed in its name and attested by duly authorized officers thereof. All

of the above are effective as of the date first above written.

I ENTUCI<Y AREA DEVELOPMENT
DISTRICTS FINANCING TRUST, as Lessor

By: Ross, Sinclaire 8 Associates, Inc.,
as Program Administrator

By:

Title:

COUNTY OF FLOYD, I<ENTUCI<Y,
As Lessee

Attest:

Title: Judge / Executive

Title: Fiscal Court Clerk



EXHIBIT "A"
LEASE RENTAL PAYMENTS

See Attached Debt Service Schedules



FINAL LESSEE PAYMENT SCHEDULE

Lease Closing Date:

Lease Amount;

Loan Nurntter.

Borrower:

First Installment

Final Installment

06/28/05

$2,600.GDC

KADD2005 147K
Floyd County, Kentucky

12/01/05

06/01/" 5

Due

Date

Interest

Rate

Principal

Payment

Bond

Rate

Program

Fess
Total Net Lease

Payment

Net FY

Payment

Date

Paid

01-Dec-05

01-Jun-06

01-Dec-06
01-Jun-07

01-Dec.07
01-Jun-08

GI.Dec-DB

01.Jun-09

01-Dec-09
01-Jun-10

01-Dec-10
01-Jun.l 1

01-Dec-11

01-Jun-12

01-Dec-12

01-Jun.13
01-Dsc-13
OI.Jun-14

01 -Dec.14

01 Jun 15

01.Deo-15
01-Jun-'l6

01-Dec-16
01-Jun-17

01-Dec-17
01-Jun-18

01-Dec-18
01-Jun-19
01-Dec-19
01-Jun-20

01-Dec-20

01-Jun-21

01-Dec-21

01-Jun-22

01-Dec-22

01-Jun-23

Ot-Dec-23

01-Jun-24

01-Dec-24

01-Jun-25

01-Dec-25

OI.Jun-26

01.Dec.26
01-Jun-27

01-Dec-27

01.Jun.28
01-Dec.28
01-Jun-29

01-Dec-29
01-Jun-30

01-Dec-30
01-Jun-31

01-Dec.31
01-Jun-32

01-Dec-32

01-Jun-33

01-Dec-33
01-Jun-34

01-Dec-34

01-Jun-35

3.00%

3 00%

3.00%

3.30%

3.30%

3.50%

3.50%

3.80%

3.80%

3 80%

4.35%

4.25%

4.25%

4,25%

4.50%

4.50%

4.50%

4.50%

4.60%

4 60%

4.60%

4.70%

4.70%

4.70%

4.70%

4.70%

4.70%

4 70%

4.70%

4.70%

$0

$55,000

$0

$50.CQG

N
$50,000

$0
$50,000

N
$55,000

$0

$55.000

$0

$5S,OCO

$0

$60,000

$0

$60.000

$0

$65.000
$0

$65,000
$0

$70,000

$0

$70,00Q

$Q

$75,00D

SD

$7S,OGQ

$D

$80,0QO

$0

$85.000

$0

$90,000

$0
$90,000

$0

$95,000

$0
St 00,000

$0

$ 105.000
$0

$ 110.000
N

$ 115.000
$0

$120.000

$0
$125,0DQ

$0

$ 135,0DG

$0

$140,0QO

$0

$ 145,000

$0

$155,000

$47,984.63
$56,452.50

$55,627 50

$55,627 50

$54,877.50

$54,877.50

$54,127.50
$54,127.50

$53,302.50

$53,302.50

$52,395.00
$52.395.00
$51,432.50

$51,432 50

$50.470.00
$50.470 00

$49,330 OD

$49.330 00

$48.190.0G

$48.190.00
$46,955 00

$46,955.00
$45,573.75

$45,573.75

S44,086.25

$44,086.25

$42,598.75

$42,598.75

$41,005.00
$41,005.00
$39,317.50
$39.31750

$37,517.50
$37,517 50

$35,605.00

$35,605 00

$33.580.00
$33.580 00

$31.510.00
$31,510.0G

$29,325,00

$29.325 CC

$27.025 00
$27.025 00
$24.557 50

$24,557.50

$21,972 50

$21,972 50

$ 19,270.00
$19,270.00

$ 16,450 00

$ 16,45D.OO

$ 13,512 50

$13,512 50

$ 10.340.00

$ 10,340 00

$7,050.00

$7,050.00
$3,642.5D

$3.642.50

$900.00

$900.00

$886 25

$886.25

$873.75

$873.75
$861.25

$861.25
$848 75

$848.75
$835 00

$835 00

$821.25

$821 25

$807 50
$807 50

$792 50

$792 50

$777,50

$777.50
$761.25

$761.25

$745.00

$745 00

$727.50

$727.50

$710.00
$710 00

$691 25

$691.25
$672.50
$672 50

$652 50

$652 50

$631 25

$631 25

$6GB.75

$608.75

$586.25

$586 25

$562.50

$562.5G

$537.50

$537 50

$511 25

$511 25

$483 75

$483 75

$455.00
$455 00

$425 00

$425.00

$393 75

$393.75

$360 00

$360 00

$325.00

$325.00

$288 75

$288.75

$48,884 63
$112,352.50

$56,513.75
$ 106,513.75

$55,751 25

$105,751 25

$54,988.75

$ 104,988.75

$54,151 25

$161,237.13

$ 163.027.50

$161,502.50

$159,977,50

$53,230 00
S'l08,23D 00

$52,253 75

$107.253 75

$51,277.50

$ 111,277 5D

$50,122 50

$110,122 50

$48.967 50

$ 113.967.50
$47,716 25

$ 112,7'l6 25

$46,318 75

$116,31875

$44.813.75

$114,81375

$43,308 75

$118.30875

$41,696 25

$116.696.25
$39,990.00

$ 119.99G.CO

$38.170.00
$ 123,170.00

$36,236 25

$ 126,236 25

$34,188 75

$ 124,188 75

$32.096 25

$ 127.096.25

$29,887.50

$ 129.887 5G

$27,562.50

$ 132.562 50

$25,068.75

$ 135,068 75

$22,458 25

$137,456 25

$19,725 00
$139,725 00

$16,875.GG

$ 141,875.00

$ 13,906.25
$148,906.25

$ 10,700 00

$ 150,700 00

$7,375 00
$ 152.375 00

$3,931.25
$158,931.25

$161,46000

$159.507 50

$ 162,555 00

$160.24 5.00

$162.93500

$ 160,432 50

$162,637 50

$ 159,627 50

$161,61750

$ 158,392.50

$ 159.98000

$ 161,340.00

5162 472 50

$158.377 50

$159.19250

$ 159,775 00

$ 160,125 00

$ 160,137 50

S;59,912 50

$ 159,450.00

$ 158.75000

$162,812.50

$161,400.00

$ 159 750.00

$162,862 50

$109,151.25 $163,302.50

$2.600,000 $2,185,729.63 $39,065 00 $4,824,794 63 $4,824.794 63

Lessee: Floyd County, Kentucky

Average interest rate 4 66%

Your Loan reference is:

Loan Number KADD2005 147K

Remit payments to:

The Bank of New York Trust Company, N A

Attn; David Graf

525 Vine Street, Suite 900

Cincinnati, Ohio 45202



EXHIBIT "A"

LEGAL DE CRIPTI OF PROJECT ITE

Floyd County, Kentucky Public Properties Corporation's (the "Corporation" ) right and
interest in the easements and/or right of ways to locate and construct thereupon a water line
expansion as shown on the attached map, Exhibit "I"hereto, including all improvements
owned and constructed by the Corporation, all as described in the attached map.

2. Corporation's right and interest in and to the Ground Lease Agreement, attached as Exhibit"2"hereto, and recorded in Deed Book 467, beginning at 514, of the Floyd County Court
Clerk's Office.

Corporation's fee simple interest in the real estate described and set forth in Exhibit "3"
attached hereto, which was acquired by the Corporation pursuant to a Deed of Conveyance
Irom Southern Water & Sewer District, as Grantor, to Floyd County, Kentucky Public
Properties Corporation, as Grantee, dated April 29, 2002, and recorded in Deed Book47
Page ~/fr, Floyd County Court Clerk's Office.
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THIS LEASE AGREEMENT dated as of the ZZ—day of
LfD

December, 2001, is entered into by and between DINNA MULLINS, single,
m~4- jf42 e ("Lessor" ) and SOUTHERN WATER

k SEWER DISTRICT, P.O. Box 610, McDowell, Kentucky, 41647, ("Lessee" ).

Lessor hereby leases to Lessee, and Lessee hereby leases from

Lessor, the premises located at Frasure Creek, Floyd County, Kentucky, being

more particularly described on Exhibit A attached hereto and incorporated

herein, along with ingress and egress to the premises along the private access

road (collectively the "Premises" ).

1. This Lease shaH be for a term of Fifty (50) years, corrunencing on

December ~ 2 2001, and terminating on December 2 l 2051, (the "Term").
Notwithstanding the foregoing, Lessee shall have the right to occupy the

Premises upon the full execution of this Lease, subject to all terms and

conditions contained herein. Lessee shall have the option to renew the term of

the lease for additional periods upon notification to Lessor and upon negotiation

and acceptance by Lessor or the new terms of the extension of lease.

2. Lessee agrees to pay to Lessor the sum of $3,000,00, upon

execution of this Lease Agreement as rent for the full 50 year term of the lease.

3. The granting of this lease shall include the right of the Lessee to

install and maintain upon the premises a water pump station, together with

rights of ingress and egress to the premises for installation, use, maintenance,

repairs, replacement, and removal of the pump station and the ancillary

equipment associated with the pump station.



4. That at no time during the term of this Lease Agreement shall the

pump station or the ancillary equipment become a fixture on the Premises, but

shall at all times remain the personal property of Lessee. Title to the pump

station and ancillary equipment shall remain with Lessee, and Lessor

acknowledges and hereby specifically waives any and all rights to a landlords

lien, whether by statute, common law, or otherwise in the pump station

ancillary equipment, and other personal property of Lessee.

5. This Ground Lease Agreement, including the Exhibit, constitutes

the entire agreement between the parties and will supersede all previous

negotiations and commitments whether written or oral. No waivers, alterations,

or modifications of this Lease or any agreements in connection with it shall be

valid unless in writing and duly executed by both Lessor and Lessee.

6. All covenants, promises, conditions, representations and

agreements herein contained shall be binding upon, apply and insure to the

benefit of the parties hereto and their respective heirs, executors, adnunistrators,

successors and assign.
1

IN WITNESS WHEREOF, the parties have caused this Lease to be

executed by their duly authorized representatives.

"LESSOR"

D NNA MULLINS

SOUTHERN WATER 8z SEWER
DISTRICT, grantee

7
BY:

ITS:



COMMONWEALTH OF KENTUCKY

COUNTY OF FI.OYD

SUBSCRIBED and SWORN to before me this day of

2001, by DINNA MULLINS, single, to be her free act and deed.

My Co 'on Expires: 6
Y~~ u ~EL
NOTARY PUBLIC

COMMONWEALTH OF KENTUCKY

CO OF FLOYD

SUBSCRIBED and SWORN to before me this >'ay of
~i~~

r, 20tH, by SOUTHERN WATER 8r. SEWER DISTRICT by
l'Wb*r+ r i. be -+. its Grantee.

My Commission Expires: ( o

>'%OTARY

PUBLIC

THIS INSTRUMENT WAS PREPARED BY:

RALPH H. STEVENS, P.S.C.
ATTORNEY AT LAW
P.O. DRAWER 466
142 WEST B M STREET
PRESTONSBURG, KY 41653
(606) 886-1000

BY: .-CAY l~
RALPH H. STEVENS
ATTORNEY AT LAW



EX TA e r ie

Being a part of the same property conveyed to Geneva Mullins and Dinna
Mullins, from Mitchell Short and Bertha Short, his wife, by deed dated
September 22, 1973, of record in Deed Book 215, Page 32, and being a part of the
same property conveyed to Dinna Mullins, from Geneva Mullins, single, by deed
dated january 18, 1988, of record in Deed Book 316, Page 278, both in the office
of the Floyd County Clerk, and being a certain tract or parcel of land lying in
Floyd County, Kentucky, on the waters of Frasures Creek, which is more
particularly described as follows:

Frasure Creek Pump Station

Description of a certain tract or parcel of land lying and being on Frasure Creek
near the town of McDowell, Floyd County, Kentucky, approximately 312'eet
northwest from the intersection of Gearheart Branch and Frasure Creek, subject
property lies on the north side of KY RT. 1929 and entirely within a boundary of
land now owned by Dinna Mullins as recorded in the Office of the Floyd County
Clerk in Deed Book 215, Page 32, and Deed Book 316, Page 278, and being more
particularly described as follows:

Unless otherwise stated, any monument referred to herein as a capped pin set is
a 5/8" inch diameter rebar steel, 18" inches in length, with a plastic cap
stamped R.M. Johnson Engineering 3521.

Be
'

at a capped pin set near the northern line of the KY RT. 1929 right-of-
way said point also being a common corner to the new boundary for the Dinna
and Geneva Mullins property as recorded in Deed Book 215, Page 32 and has an
approximate NAD 83 Kentucky South Zone State Plane coordinate value of
North 2,055,511.68, and East 2,520,894.58; thence severing the Dinna and
Geneva Mullins property for three (3) calls as follows:

N 13'3'1"W a distance of 30.03'eet to a capped pin set
N 76'5'8" E a distance of 30.01'eet to a capped pin set
S 13 20'0" E a distance of 30.03'eet to a capped pin set near the northern line
of
KY RT. 1929 right-of-way; thence leaving the new boundary line of Dinna and
Geneva Mullins and following a line near the right-of-way of and parallel to KY
RT, 1929 for one call as follows:

S 76'5'0" W a distance of 29.98'eet to the beginning,'x 'hung"oitII2+',hing% "+',
more or less as per a survey by R.M. Johnson Engr''',, i~p'deck
11-21-01. ,!.:.''c'„,"~".: i reccrd iereupcrr ihc e~

Qo.
ce i pp~~ ~;,e e'r c.

G.C,



g RACT BIO. 1

Pe"."=m

Descript')n of a c tract or parcel of land lying and
being on 'ranch of Mud Creek, Floyd County,
Kentucky, approximately 8,177'eet southwest from the
intersection of Mink Branch and Mud Creek. Subject

property is at approximately 1246'eet elevation above
Mean Sea Level and lies entirely within a boundary of
land now owned by Roy and Mary Hall as recorded in
the office of the Floyd County Clerk in Deed Book 354,
Page 225 and being more particularly described as
follows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8" inch diameter rebar
steel, 18" inches in length, with a plastic cap stamped
R.M. Johnson Engineering 3521.

Be
' at a capped pin set, said capped pin also

being a common corner to the nevr boundary for the
Roy and Hall property as recorded in Deed Book
354, Page 225 and has an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,053+53.6854 and East 2+33413.4123; thence
severing the Roy and Hall property for four (4)
calls as follows:

S38'2'0" W a distance of 50.00'eet to a capped pin
set
N 51'6'7" W a distance of 49.99'eet to a capped pin
set
N 38'9'8" E a distance of 50.00'eet to a capped pin
set
S 51'6'9"E a distance of 50.03'eet to the b g
containing 0.057 acres more or less as per a survey by
R.M, Johnson Engineering, Inc., completed on 12-10-01.

It is also understood that there is to be a 15'eet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of Roy
and Mary Hall be '

g at Mink Branch Road and
continuing across said Hall property to the boundary of
the aforementioned tract to be conveyed and there
eIldlng,

Being a part of the same property conveyed to the Grantor, &om Ray Hall and Mary Hall,
his rvife, by deed dated December 22, 2001, of record in Deed Book 467, Page 510, in the office of
the Floyd County Clerk.



CTNO. 2

ption of a tract or parcel of land lying and

being on the Right Fork of Beaver near the City of
Floyd County» Kentucky, approximately

660'eet

sou from the in onof KY RT. 80 and KY
RT. 122. Subject pnsperty is at approximately 850'eet
elevation above Sea Level and lies entirely within
a boundary of land now owned by Susan Elaine
Comptort as ed in the Oface of The Floyd County

Court Clerk m Deed Book 237, Page 74, and being more
particularly d as follows:

Unless oth stated, any nton t referred to
herein as a capped pin set is a 5/8" inch diartteter
steel. 18"inches in l with a plastic cap stamped
R,M.j'521.
Be at a ca pin set, said pin also '

common corner to the new boundary for the Susan
Hlaine Compton property as recorded in Deed Book
237, Page 74 and has an approximate MAD 83
Kentucky South Zone State Plane 'e value of
North-2,100,730.74 and Hast ~6,037.68; thence
severing the Susan Hlaine Comptan p for four
calls as follows:

S 61 54'5 H a distance of 149.98'eet to.a capped pin
set
S 28'4'2" W a distance of 14999'eet to a capped
pin sat
N 61 54'7" W a distance of 150.00'eet to a Capped
pin set
N 28'5'8" H a distance of 149.99* feet to the
be ', con '516 acres more or less as per a
survey by Rh»L Johnson Inc., completed
on 11-21-01.

It is;also understood thsit there is to be a 15'eet wide
p t for road and other
app ces across the

'
pro of Suan

Elaine Compton be 't an graveled mad
and 'continuing across said Compton property to the
boundary of the entioned tract to be conveyed
and there ending.

Being a part of the same property conveyed to the Grantor, tioin T.J.Coznpton and Jnanita
Coaipton, his wife, and Susan Elaine Compton, single, by deed dated January 30, 2002, of record
in Deed Book 468, Page 4"!4,in the office of the Floyd County Clerk.
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Hamilton Branch Pump Station

QRACT NO. 3.
Deed description for a certain Ixact or parcel of land
lying and being on Hamilton Branch of Mud Creek, in
Floyd County, Kentucky, and being more particularly
described as follow's:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8" inch diameter rebar
steel, 18" inches in length, with a plastic cap stampe'd
R.M. Johnson Engineering 3521.'e '

g at a capped pin set in the southeast right-of-
way hne of KY RT. 680 having an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,065,587.8620 and East 2537,867.1100, said
capped pin being 35'eet right of Centerline Station.

, and also being a common corner to land now
owned by the Floyd County Fiscal court and recorded
in Deed Hook 410, Page 356, records of the Floyd
County Court Clerk's Office; thence leaving the righMf-
way of KY RT 680 and severing the remaining land of
the Floyd County Fiscal Court for four {4) calls as
follows:

N 29'4'1" E a distance of 5.68'eet to a capped pin
set
S 60'6'8" E a distance of 25.01'eet to a capped pin
set
529'4'3" W a distance of 25.03'eet to a capped pin
set
N 60 54'5" W a distance of 25.01'eet to a capped
pin set in the southeast zight-of-way line of KY RT 680,
said point being 35'eet right of Centerline Station
234+80.71.;thence leaving the. land owned by the Floyd
County Fiscal Court and following the southeast'right-
of-way line of KY RT. 680 for one cali as follows;

N 29'4''l" E a distance of 19.34'eet to the
be ', containing 0.014 acres more or less as per a
survey by R. M. Johnson Engineering, Rnc., completed
on 11-2041.

Heing a part of the same property conveyed to the Grantor, lrom Floyd County Fracal

Court, by deed dated January 25, 2002, of record in Deed'Book 468, Page 479, in the oi5ce of the

Floyd County Clerk.



Weeksbury Pump Station

RACE NO. 4

Description for a certain tract or parcel of land lying
and being on Left Beaver Creek, in the town of
Weeksbury, Floyd County, Kentucky, and being more
particularly described as follows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8 inch diameter rebar
steel, 18" inches in length, with a plastic cap stamped
R.M. Johnson Engineering

3521.'e't a capped pin set within the boundary of a
. tract of land now owned bv Tommv and Barbara Roop,

tMs tract of land is designated as Lot ¹5 m the town of
Weeksbury as shown on Map ¹142 and recorded in the
Floyd County Court Clerk's Oaire in Deed Book 360,
Page 628. Said capped pin has an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,017,179.07and East 2+29,765.82 and bears N59'4'7" W approximately 47.16'eet from the
int 'on of KY RT 466 and Caleb Fork Road; thence
severing the remaining land owned by Tommy and
Barbara Roop with four (4) calls as follows:

S 52'2'0" W a distance of 30.01'eet to a capped pin
set
N 37 18'1"W a distance of 30.02'eet to a capped pin
set
N 52 39'l" E a distance of 30.01'eet to a capped pin
set
S37'18'39"E a distance of 30.04'feet to the be '

g,
con '

g 0.021 acres more or less as per a survey by
RM. Johnson Engineering, Inc., completed on 11-2641.

It is also understood that there is to be a 15'eet wide
al easement for access road and other necessary

appurtenances across the re '
g land of Tommy

and Barbara Roop be '
at KY RT 466 and

continuing across said Roop property to the boundary
of the aforementioned tract to be conveyed and there
ending.

Being a part ofthe s arne property conveyed to the Grantor, irom Tommy Roop and Barbara

Roop, his wife, by deed dated January 25, 2002, ofrecord in Deed Book 468, Page 4S3, in the oflice
of the Floyd County Clerk.
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Description for a c tract or parcel'of land ly'ing

and being on Johns Branch near the. town of Langley,

Floyd County, Kentucky, approximately 4,647'eet
northwest from the intersection of Johns Branch and

the Rght Fork of Beaver Subject property lies on
the north side of Johns Branch Road and entuely
within a boundary of land owned by The Boyd. County
Fish and Garne Club as recorded in the Oaice of the
Floyd County Court Clerk in Deed Book 185,pa~ 460,
and being more p ly described as follows:
Unless oth 'tated, any mon t referred to

as a capped pin set is a 5/8" inch 'ebar
steel, 18 inches in length, with a plastic cap stamped
RM. Johnson '521.

at a capped pin set approximately 15.69'eet
north of the n edge of pavement ofJohns B
Road, said. capped pin also being a n point in
the new boundary line of land by The Floyd
County Fish and Club as recorded in the Oalce of
the Floyd County Court Clerk in Deed Book 185, Page
460, and has an approximate NAD 83 Kentucky South
Zone State Plane coordinate value of North
2@95+55.65and Hast ~~.86; g The
Floyd County Fish and Game Club p for four (4)
calls as fo

S 86'0'2" MT a distance of 30.9Yfeet to a capped pin
set
N 03 58'7 W a distance of 29.99'eet to a capped
pin set
N 85 58'3" H a distance of 30.00'eet to a capped pin
set
S03'9'1 H a distance of 30.00'eet to the
con g 0.021 acres more or less as per a survey by
R.M Jo Engineering, Inc., completed on 01-09-
02.

It is also understood that there is to be a 15'eet wide
p easement for access road and other n
appurtenances across the rem 'roperty of The
Floyd County Fish and Game Club at Johns
Branch Road and continuing across said Boyd County
Fish and Game Club property to the boundary of the
aforementioned tract to be conveyed and there ending.

Being a part of the same piopaty conveyed to the Grantor, Som Floyd County Fish and

Game Club, Inc., by deed dated January 28, 2002, of record in Deed Book 468, Page 487, in the

ofhce of the Floyd County Clerk.



TRACT NO. 6

tion of a 'ract or parcel of land lying and
being in Spurlock Creek, Ployd County, Kentucky,
approximateIy 330'eet north of KY RT 2030 and

app
'

te1y 1,093'eet northwest from the Road Gap
on KY Rt 2030 between Trace Fork and Spurlock Creek.
Subject property is at approximately 1,110'eet
elevation above Mean Sea Level and lies entirely within
a boundary of land now owned by Ivan and Ethel

H as recorded in the Office of the Floyd County
Court Clerk in Deed Book 286, Page 102 and being more
particularly described as foHows:

Unless oth stated, any monument referred to
as a capped pin set is a 5/8" inch rebar

steel, 18" inches in length, with a plastic cap stamped
RM. J n g 3521.

Be 't a capped pin set said pin also being a
common corner to the new boundary for the Ivan and
Ethel H p as recorded in the OEGce of the
Floyd County Court Clerk in Deed Book 286, Page 102
and has an approximate NAD 83 Kentucky South Zone
State coordinate value of North 2,081~.3203
East 2P .2038; thence severing the Ivan and Ethel

1 p for four caHs as follows:

N 55'4'1 W a e of 50.00'eet to a capped
pin set
N 34 35'7"E a distance of 49.99'eet to a capped pin
set
S 55''4" E a distance of 50.02'eet to a capped pin
set
S 34'7'0" W a distance of 49.99'eet to the
be '

g containing 0.057 acres more or less as per
survey by R.M. Johnson eering, Inc., completed
on 12-1M1.

It is also understood that there is to be a 15'eet wide
perpetual e t fur access road and other n
app es across the 'roperly of Ivan
and Ethel Carroll be ' at IQ( RT 2030 and
continuing across said CarroH property to the
boundary of the aforementioned tract to be conveyed
and there ending.

Being a part of the same property conveyed to the cantor, Jrom Ethel Carroll, single, by
dad dated January 28, 2002, of record in Dml Book 468, Page 492, in the oflice of the Floyd
County Clerk.



«1''t

Branch Pump Station

~HACT NO. 7
A description for a certain tract or parcel of land lying
and being on Mink Branch of Mud Creek, Floyd County,
Kentucky, on the west bank of Mud Cxeek at the mouth
of Mink Branch. Subject property lies on the south side
of Ink Branch and "

Branch Road and entirely
within a boundary of land now owned by Eula Hall as
recorded m the Office fif the Floyd County Court Clerk
in Deed Book 221, Page 233, and being more
particularly d 'd as foHows:

Unless otherwise stated, any mon t referred to
herein as a capped pin set is a 5/8" inch diameter rebar
steel, IS" inches in length, with a plastic cap stamped
RM. Johnson Engineer 3521.

B g at a capped pin set 4.41'eet south of the
southern edge of Branch Road, and being 8

54'0'0"

W 14,67'eet from the southwest corner of the
bridge crossing Mud Creek. Said point also being a
common corner in the new'oundary line of property
now owned by Eula Hall as recorded in the Floyd
County Clerks Oaice in Deed Book 221, Page 233 and
has an approximate NAD 83 Kentucky South Zone
State Plane coordinate value of North 2,059,714.6700
and East ~8,636.5440; thence severing the Bula Hall
propexty with three (3) caHs as followers;

8 14'6'5" W a distance of 29.92'eet to a capped pin
set
S 73'9'46" W a distance of 29.90'eet to a capped pin
set
N 13'9'5"E a ce of 30.05'eet to a capped pin
set 3.72'eet south of the southern edge of Mink Branch
Road; thence foHowing a line near the southern edge of
Mink Branch Road for one call as follows:

N 73'1'0" 8 a distance of 29.96'eet to the
be

'
g, cont '.018acres moxe or less as.per a

suxvey by RM Johnson Engineering, Inc., completed on
11-21-01.

Being a part of the same property conveyed to the Grantor, txom Euls Hall, single, by deed

dated January 31, 2002, of record in Deed Book 469, Page 13, in the oflice of the Floyd County

Clerk.
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Description of a c 'ract or parcel of land lying and

being on the John Hall Branch of Frssure Creek in Floyd

County. Kentuckv at the head of John Hall Branch,
'approximately 786'eet north of KY RT. 680 and
approximate elevation of 1406'eet above Mean Sea
Level and hes entirely within a boundary of land now
owned by Vernon Cornett as recorded in the Of5ce of the
Floyd County Clerk in Deed Book 336, Page 708 and
being more particularly descnbed as follows:

Unless otherwise stated, any monument referred to herein
as a pin set is a SI8" diameter rebar steel, 18"
inches in length, with a plastic cap stamped RM.
Johnson Engineering 3521.

Be g at a capped pin set, said capped pin being a
common corner to the new boundary for the Vernon
Cornett property as recorded in the Ofhce of the Floyd
County Court Clerk in Deed Book 336, Page 708 and has
approximate MAD 83 Kentucky Sou@ Zone State Plane

te value North 2,061,847.8941 and East
2,529,052.0629; thence g the Vernon Cornett
property for the four (4) calls as follows:

N 18 degrees 01'6"W a distance of 49.96'eet to a
capped pin set
N 71 degrees 59'3'" E a ~tance of 50.00* feet to a
capped pin set
S 17 degrees 59'S9" E a 'e af 49.97'eet to a

d pm set
S 71 degrees 59'28" W a distance of 49.98'eet to the
point ofbe ', con

'
0.057 acres more or less as

per survey by R.M. Johnson Eugineeriag, lnc., completed
on 1 1-26-01

It is also understood that there is to he a 15'eet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of Vernon
Cornett as recorded in the Of6ce of the Floyd County
Court Clerk in Deed 8ook 336, Page 708, be

'
at

KY Rt. 680 and continuing across said Cornett property
to the boundary of the aforementioned tract to be
conveyed and there ending.
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Weeksbury Tank Site

A description of a certain tract or parcel of land lying
and being on the Left Fork of Heave'r Creek in Floyd
County, Kentucky, approximately 6327'eet southwest
from the intersection of KY RT 466 and Caleb Fork
Road, said road intel'section is in the town of
Mleeksbury, Kentucky. Subject property is at
approximately 1680'eet elevation above Mean Sea
Level and lies entirely within a boundary of land now
owned by John J. and Patsy J.Sword as recorded in the
o8ice of the Floyd County Court Clerk in Deed Book
396, Page 164, and being more p arly described as
follows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5l8 inch diameter rebar
steel, 18" inches in length, with a plastic cap stamped
RM. Johnson Engineering 3521.

Be 't a capped pin set in the dividing line
between property now owned by John J. and Patsy J.
Sword and recorded in Deed Book 396, Page 264,
records of the Floyd County Court Clerk's Office and
property now owned by Collins and Mayo, and
recorded in Office of the Floyd County Court Clerk in
Deed Book Page . Said capped pin has an
approximate NAD 83 Kentucky South Zone State Plane
coordinate value of North 2,011,167.4396 and East
2,527,759.8617; thence following the dividing line
between the property of Collins and Mayo and John J.
and Patsy J. Sword down the point for one call as
follows:

N 40'2'0" W a distance of 50.01'eet to a capped
pin set; thence leaving the lines of land owned by
Collins and Mayo and severing the property owned by
John J. and Patsy J. Sword for three (3) caHs as follows:

N 49'7'3" E a distance of 49.98'eet to a capped pin
set
S 40'2'8" E a distance of 50.01'eet to a capped pin
set
S 49'8'7" VI a distance of 49.99'eet to the
be

'
g, containing 0.057 acres more or less as per a

survey by RM. Johnson Engineering, Inc., completed
on 11-27-01.



---. .S3It xs also understood that there xs to be a 15'eet wideP t for access road and otherapp across the' '
of John J.and Fatsy J. Sword be g at KY RT, 466 andcontinuing across said Sword p to the boundaryof the aforementioned tract to be conveyed and thereending.

Behag a part of the same property conveyed to the Grantor, &om John J.Sword andPatsy Sword, his wife, hy deed dated January 31, 2002, ofrecord in Deed Book 469, Page252, in the ofFice of the Floyd County Clerk.



EXHIBIT c'8

DESCRIPTION OF PROJECT (including site description)

ESTIMATED COST OF THE PROJECT: 2,496,274.69

ESTIMATED DATE OF COMPLETION OF Tl-IE PROJECT: June 2010

EXPECTED ECONOMIC LIFE OF THE PROJECT: 30 Years

DESCRIPTION: Please see attached.



EXHIBIT 'cC

REQUEST FOR DISBURSEMENT

Re: Lease Agreement between I<entucky Area Development Districts Financing Trust,
as lessor, and Floyd County, I<entucky, as lessee

Requisition Certificate No.

The I essee hereby requests a disbursement from its Lessee Acquisition Account in the
amount of 2 372 556.69 and hereby certifies, as follows (except that with respect to a disbursement
to pay an interest component of Lease Rental I ayments during construction of a Project, only the
document described in (a) below wiH be required):

(a) Attached is a statement of the amount and nature of each item of the Costs of the
Project to be paid and the name and address of the payee, with the payee's statement and, if
reimbursement to the Lessee of amounts previously paid is requested, evidence of such payment;

(b) each item fox which payment or reimbursement is requested is or was necessary in
connection with the Costs of the Project and none of such items formed the basis for any previous
payment from the Lessee's Lessee Acquisition Account;

(c) each contractor, subcontractor and materialman has filed with the Lessee receipts or
waivers of liens for all amounts previously certified for payment, or any amount previously certified
for reimbursement to the Lessee, or there is on file with the Lessee a cancelled check endorsed by
the contractor, subcontractor or materialman evidencing such payment;

(d) all of the warranties and representations of the Lessee contained in the Lease are true
and correct as of the date of such disbursement, as though such warranties and representations were
made on such date, no Event of Default has occurred under the Lease, the right of the Lessee to
control the acquisition, construction and installation of the Project has not other~vise been
terminated pursuant to the Lease, and that amounts on deposit in the Lessee's Lessee Acquisition
Account will be sufficient to complete the Pxoject in accordance with the approved plans and
specifications;

Executed this 28th day ofJune, 2005.

FL 'D COUNTY, IM CI<Y

APPROVED:

By:
Authorized Lessee Representa ve

[Axchitectj [Construction Manager]
By:

Program Administrator



EXHI81T 0
OPINION OF LESSEE'S COUNSEL

[Date]

The Bank of New York Trust Company, N.A., trustee

Cincinnati, Ohio

Kentucky Area Development Districts Financing Trust

Frankfort, Kentucky

Peck, Shaffer k. Williams LLP
Covington, Kentucky

Re; Lease Agreement between Kentucky Area Development Districts Financing Trust, as lessor, and

County of Floyd, Kentucky, as lessee

Ladies and Gentlemen:

We have acted as counsel to the lessee identified above (the "Lessee") in connection with the authorization,
execution, and delivery by the l.essee of the Lease Agreement identified above, (the "Lease"), between the Lessee and

Kentucky Area Development Districts Financing Trust (the "Lessor"). We have reviewed (i) the Constitution and laws

of the Commonwealth of Kentucky (thc "Commonwealth" ), (ii) certain proceedings taken by the Governing Body of
the Lessee, (iii) an executed copy of the Lease and any Collateral Documents, as defined in the Lease, and (iv) such

other information and documents as we have deemed necessary or appropriate in order to render this opinion.

Based on the foregoing, we are of the opinion that:

l. The Lessee is a body politic and corporate, validly organized and existing in good standing under the laws

of the Commonwealth and has full power and authority to enter into and to perform its obligations under the Lease.

2. The Lease and any Collateral Documents have been duly authorized, executed and delivered by the Lessee
and (assuming the due authorization, execution and delivery thereof by the other parties thereto) constitute legal, valid

and binding obligations of the Lessee, enforceable against the Lessee in accordance with their terms (including, without

limitation, the right of the Lessee to terminate thc Lease at the end of each fiscal year of the Lessee by reason of an

Event of Nonappropriation, as defined in the Lease), except as the enforceability thereof may be limited by bankruptcy,
insolvency, reorganization, moratorium or other similar laws affecting thc enforcement of creditors'ights generally
and by general principles of equity.

3. All consents, approvals or authorizations of any governmental entity and all filings and notices required on
the part of the Lessee in connection with the authorization, execution and delivery of the Lease and the consummation
of the transactions contemplated thereby have been obtained and are in full force and effect.

4. Neither the execution and delivery of the Lease nor the consummation of the transactions contemplated

thereby, nor the fulfillment of or compliance with the terms and conditions of thc Lease conflict with or constitute a
violation of any provision of any law or regulation applicable to the Lessee or, to the best of our knowledge after
reasonable investigation, conflicts with or results in a breach of the terms, conditions or provisions of any restriction or

any agreement or instrument to which the Lessee is now a party or by which the Lessee is bound.

5. To the best of our knowledge, after reasonable investigation, there is no action, suit, proceeding or
governmental investigation at law or in equity before or by any court, public board or body, pending of which the
Lessee has been served with a summons, summons and complaint or other notice of commencement, or threatened
against or affecting the Lessee, challenging the validity of the Lease or contesting the power and authority of the Lessee
to execute and deliver the Lease or to consummate the transactions contemplated by the Lease.

Respectfully submitted,



EXHIBIT E

CERTIFICATE OF OFFICIALS OF LESSEE

Re: Lease Agreement between Kentucky Area Development Districts Financing Trust, as lessor, and the

County of Floyd, Kentucky, as lessee dated June 28, 2005.

The undersigned officials of'the lessee identified above (the "Lessee") under the Lease Agreement identified
above (the "Lease") between the Lessee and the Kentucky Area Development Districts Financing Trust (the "Lessor"),
DO HEREBY CERTIFY AS FOLLOV/S:

1. That they are the duly elected or appointed, qualified and acting incumbents of their respective offices of
the Lessee, as set forth after their signatures hereto, and as such are familiar with the books, records and affairs of the

Lessee.

2. That the Lessee is a body politic and corporate, validly organized, existing and in good standing under and

by virtue of the laws of the Commonwealth of Kentucky with all requisite power and authority to lease property as
lessee and to carry on its business as now being conducted.

3. That included in the transcript of which this Certificate forms a part is a true, correct and complete copy of
the resolution duly adopted by the Governing Body of the Lessee on W a~ (the "Official Action" ),
authorizing the appropriate officials of the Lessee to execute the Leas . The Official Action was duly adopted in

accordance with all applicable laws.

4. The representations and warranties of the Lessee made in the Lease are true and correct in all material

respects on and as of the date hereof as if made on and as of the date hereof; the Official Action has not been amended

or supplemented and is in full force and effect; and the Lease has been entered into and is in full force and effect.

5, That the below-named persons were on the date or dates of the execution of the Lease and are on the date of
this certificate the duly elected or appointed and qualified incumbents of the respective offices of the Lessee set forth

opposite their names and that the signatures set forth opposite their names are their genuine signatures:

Name Title Si nature

6, The Lease and any Collateral Documents, as defined in the Lease, have been duly authorized, executed and

delivered by the Lessee and constitute legal, valid and binding obligations of the Lessee, enforceable against the Lessee
in accordance with their terms (including, without limitation, the right of the Lessee to terminate the Lease at the end of
each fiscal year of the Lessee by reason of an Event of Nonappropriation, as defined in the Lease).

7. The Lessee is not in default under or in violation of (i) any provisions of applicable law, (ii) the Lease, or

(iii) any indenture, mortgage, lien, agreement, contract, deed, lease, loan agreement, note, order, judgment, decree or
other instrument or restriction of any kind or character to which it is a party or by which it or its properties are or may
be bound, or to which it or any of its assets is subject, which default would have a material adverse effect on the

condition, financial or otherwise, of the Lessee or on the ability of the Lessee to perform its obligations under the

Lease. Neither the execution and delivery of the Lease nor compliance by the Lessee with the terms, conditions and

provisions of the Lease will conflict with or result in a breach of, or constitute a default under, any of the foregoing.

8. Since thc date of the financial information provided to the Lessor, there have not been any material adverse

changes in the business, properties, condition (financial or otherwise) or results of operations of the Lessee, whether or

not arising from transactions in the ordinary course of business, and since such date, except in the ordinary course of



business, the Lessee has not entered into any transaction or incurred any liability material to the financial position of the
Lessee.

9. There is no claim, action, suit, proceeding, inquiry or investigation, at taw or in equity, before or by any
court, governmental agency, or public board or body, pending or, to the best of our knowledge, threatened against or
affecting the Lessee wherein an unfavorable decision, ruling or finding would materially adversely affect the business,
properties, condition (financial or otherwise) or the results of operations of the Lessee or the ability of the Lessee to
perform its obligations under the Lease and any Collateral Documents.

10. All authorizations, consents and approvals of, notices to, registrations or filings with, or other actions in

respect of or by, any governmental body, agency or other instrumentality or court required in connection with the
execution, delivery and performance by the Lessee of the Lease and any Collateral Documents have been duly
obtained, given or taken (and copies thereof have been provided to the Lessor).

11. This certificate is delivered to enable the Financial Advisor to comply with Securities and Exchange
Commission Rule 15c2-12 Certificate (the "Rule" ) in connection with the offering and sale of the Bonds. An
Offering Circular setting forth information concerning the Lessee has been prepared in connection with the offering
and sale of the Certificates, as defined in the Lease (the "Offering Circular" ), The information included in Offering
Circular regarding the Lessee is deemed final within the meaning of the Rule.

12. Any certificate signed by any official of the Lessee and delivered to the Lessor will be deemed to be a
representation by the Lessee to the Lessor as to the statements made therein.

WITNESS our hands this @day of

By

Attest: Title: Judge / Executive

Title: Fiscal Court Clerk



EXHIBIT F
FORM OF NO-ARBITRAGE CERTIFICATE

CERTIFICATE UNDER SECTIONS 103(b){2)and 148
OF THE INTERNAL REVENUE CODE OF 1986, AS AMENDFD

LESSEE: County of Floyd, Kentucky

LEASE AMOUNT: $2,520,000

'Ihe Lessee hereby certifies with respect to the Lease from the Kentucky Area Development Districts
Financing Trust {the "Lessor"), which is entered into for the purpose of acquiring and financing certain
improvements (the "Project") and made as of the date hereof (the "Closing Date" ), which is the date of delivery of,
and payment for, the Lease, that the following facts, estimates and circumstances regarding the amount and use of
all of the Proceeds, as defined in Treas. Reg. $ 1.148-1(b), issued under the Internal Revenue Code of ]986, as
amended (the "Code"), of the Lease are, as of the Closing Date and according to the Lessee's best knowledge,
information and belief, reasonably expected to exist or to occur:

A. Proceeds, The Proceeds of the Lease consist, and will consist, of the Sale Proceeds and Investment
Proceeds, each as defined in Treas. Reg. $ 1.148-1(b), issued under the Code.

B. Pur ose of Issue. The Proceeds of the Lease, together with certain other funds, will be used to finance
the Project, which constitutes a valid governmental purpose (the "Governmental Purpose" ).

The total amount of Proceeds received by the Lessee will not exceed the amount necessary to finance the
Governmental Purpose, The Lease is being entered into at this time in such amount because the Lessee is obligated
or will soon be obligated to make certain payments with respect to the Project and because it would be costly and
inefficient to issue additional debt in the future to finance additional payments with respect to the remainder of the
costs of the Project that are expected to become due.

C. Yield on the Lease. (1) The price at which the Lease was sold to the Lessor is equal to the Lease
Amount. {2)The Yield on the Lease, as defined in 1reas. Reg. ) 1.148-4, issued under the Code, is 4.80 '/o.

D. A lication of Proceeds. All of thc Sale Proceeds and Investment Proceeds will be used to pay the cost
of the Project, including issuance expenses and interest during construction and amounts allocated to reimburse the
Lessee for capital expenditures, as that term is defined in Treas. Reg. ( 1,150-2, issued under the Code, for the
Project paid by the Lessee prior to the Closing Date, pursuant to the Lessee's Official Expression of Intent (as
hereinafter defined), No amount received as Proceeds of the Lease will be used for a purpose not set forth in this
Section.

E. Ex cnditure of Proceeds for the Pro'ect. The acquisition of the Project will commence promptly
following the Closing Date, and the Lessee has incurred, or will incur, within six (6) months after the Closing Date,
a substantial binding commitment to expend at least five percent (5'/o) of the Net Sales Proceeds (defined in Treas.
Reg. $ 1.148-1(b)as Sales Proceeds less an amount that is the lesser of five percent (5/o) of the Sales Proceeds or
$ 100,000) on the Project. The Lesscc will expend at least eighty-five percent (85/o) of'the Net Sales Proceeds by no
later than three (3) years from the Closing Date. The acquisition of the project will proceed with due diligence to
completion and the proceeds will be spent on the project with due diligence no later than three (3) years after the
Closing Date.

F. Investment of Proceeds. (I) The Lessee has agreed in the Tax Compliance Agreement attached hereto
that it will not invest any of the Proceeds of the Lease without the express consent of the Lessor, and any such
investments will be done so that such investment will not cause interest on the Lease to be includable in the holder's
gross income for purposes of federal income taxation or the debt to be treated as "arbitrage bonds" under Sections
103(b)(2) and 148 of the Code and the Treasury Regulations thereunder.



(2) Not more than fifty percent (50'/o) of the Proceeds of the l.ease will be invested in investments that both
do not carry out the Governmental Purpose of the Lease and have a substantially guaranteed yield for at least four

(4) years.

(3) No account or fund has been or will be established to pay-principal of, premium, if any, or interest on
thc Lease. There are no moneys, sources of funds, securities or obligations that have been, or will be, pledged as
collateral for the payment of principal of, premium, if any, or interest on the Lease, and there are no moneys, sources
of funds, securities or obligations with respect to which the Lessor has given or will give any reasonable assurance
to any holder of the Lease that such funds will be available to pay principal of, premium, if any, or interest on the
Lease.

{4)Any unexpended portion of the Proceeds of the Lease, including any amounts in any reasonably
required reserve or replacement fund, will be invested as permitted by the Trust Indenture for the Certificates and
other than any funds described herein invested during a temporary period permitted under Treas. Regs. $) 1.148-1
through -11, issued under the Code, if any, or any amounts in any reasonably required reserve or replacement fund,
as described in Treas. Reg. 11 1.148-2(f),no Proceeds of the Lease, or any moneys that may become Replacement
Proceeds, as defined in Treas. Reg. tj 1.148-1(c),of the Lease, in excess of the lesser of (i) five percent {5/o) of such
Proceeds or (ii) $ 100,000, have been invested in "higher yielding investments," as defined in the Code and thc
Treasury Regulations thereunder.

G. General, (I) Neither the Project, nor any part thereof, will be sold or otherwise disposed of by the
Lessee prior to the final principal maturity date of the Lease.

(2) The Lessee will allocate Proceeds of the Lease to reimburse itself only for capital expenditures paid not
earlier than sixty (60) days prior to the Closing Date or not earlier than sixty (60) days prior to the date it adopted an
official expression of intent to reimburse (the "Official Expression of Intent" ), within the meaning of Treas. Reg. g
1.150-2, issued under the Code, if earlier, or as otherwise permitted pursuant to Treas. Reg. ( 1.150-2.

(3) There are no amounts, other than the Gross Proceeds of the Lease, that are available for the
Governmental Purpose. There are no sinking funds or pledged funds and the term of the Lease is not longer than
reasonably necessary for the Governmental Purpose.

(4) Any Arbitrage Compliance Payments (defined in the Tax Compliance Agreement), owed pursuant to
Section 148(f) of the Code, will be remitted to the United States Treasury as directed by the Lessor, pursuant to the
Tax Regulatory Agreement entered into with respect to the Certificates.

{5)The Lessee has not employed in connection with the Lease a transaction or series of transactions that
attempts to circumvent the provisions of Sections 103(b)(2) and 148 of'he Code and the Treasury Regulations
thereunder, enabling thc Lessee to exploit the difference between tax-exempt and taxable interest rates to gain a
material financial advantage and/or increasing the burden on the market for tax-exempt obligations through actions
such as issuing more obligations, issuing obligations sooner or allowing them to remain outstanding longer than
would otherwise be necessary for the Governmental Purpose.

(6) The Lessor has never been advised of any listing or contemplated listing by the Int mal Revenue
Service to the effect that the Lessee's certification with respect to its obligations may not be relied upon and no
notice to that effect has been published in the Internal Revenue Bulletin.

(7) Certain of the facts, estimates and circumstances contained herein are based upon reprcscntations made
by the Lessor in the attached certificate, or in other letters and reports that accompany the sundry closing documents
related to the sale and delivery of the Lease. The Lessee is not aware of any facts, estimates or circumstances that
would cause it to question the accuracy of such representations. To the best of the knowledge, information and
belief of the undersigned, who is authorized by the Lessee to sign this certificate on behalf of the Lessee, the above
expectations of the Lessee as stated herein are reasonable and there are no other facts, estimates or circumstances
that would materially change the foregoing conclusion.



CHECK IF APPLICABLE

(8) During this calendar year, the Lessee, which has general taxing powers, has not issued and does not

expect to issue any tax-exempt obligations, including any tax-exempt Certificates and any obligations
issued by any subordinate entities, but excluding "private activity bonds," as defined in the Section 141 of
the Code, and any current refunding bonds, as defined in Section 148(f}(4)(D)(iii) of the Code, exceeding
$5,000,000 in aggregate face amount.

(9) Pursuant to ( 265(b)(3)(B)(ii) of the Code, the Lessee hereby specifically designates the Lease as a
"qualified tax-exempt obligation" for purposes of $ 265(b)(3) of the Code. In compliance with

$ 265(b)(3)(D) of the Code, the Lessee hereby represents that the Lessee (including all "subordinate
entities" of the Lessee within the meaning of ( 265(b)(3)(E) of the Code) reasonably anticipates that it will
not issue in calendar year 2001, "qualified tax-exempt obligations" in an amount greater than $10,000,000.

This certificate is being executed and delivered pursuant to Treas. Regs. 8 1.148-1 through -11 issued
under the Code, of which the undersigned, with the advice of counsel, is generally familiar. On the basis of the
foregoing, it is not expected that the proceeds of the Lease will be used in a manner that would cause the Lease or
the Certificates to be "arbitrage Certificates" under Sections 103(b)(2) and 148 of the Code or the Treasury
Regulations thereunder,

LESS

Title: Judge/Executive

Dated: 4 Q p dW



Attachment to No-Arbitrage Certificate

TAX COMPLIANCE AGREEMENT

KENTUCKY AREA DEVELOPMENT DISTRICTS FINANCING TRUST

LESSEE: County of Floyd, Kentucky

DATE OF AGREEMENT: June 22, 2005

LEASE AMOUNT: $2,520,000

This Tax Compliance Agreement relates to a Lease Agreement between the Lessee and the
Kentucky Area Development Districts Financing Trust dated the date of this Tax Compliance
Agreement.



TAX COMPLIANCE AGREEMENT

THIS TAX COMPLIANCE AGREEMENT (the "Tax Compliance Agreement" ) is made and entered into

as of the date shown on the cover page hereto between the-KENTUCKY AREA DEVELOPMENT DISTRICTS
FINANCING TRUST (the "Lessor") and the LFSSEE shown on the cover page hereto (the "Lessee"):

W ITN E S S ETH:

WHEREAS, the Lessee has agreed, in a lease agreement dated the date hereof (the "Lease") to borrow the
Lease Amount shown on the cover page hereto pursuant to a Program administered by the Lessor to finance the
protect identified in the Lease {the "Project"); and

WHEREAS, it is necessary for the parties hereto to enter into this Tax Compliance Agreement to ensure
that interest paid on the Lease shall be and shall all remain excludible from gross income for Federal income

purposes, pursuant to the Internal Revenue Code of 1986, as amended (the "Code") and is not and will not become a
specific item of tax preference under Section 57(a)(5)(C) of the Code for the federal alternative minimum tax.

NOW, THEREFORE, the parties hereto agree and bind themselves as follows.

ARTICLE I

DEFINITIONS

SECTION 1.01.Definitions. In addition to words and terms defined elsewhere in this Tax Compliance
Agreement, the Code and Regulations (each as herein defined), the No-Arbitrage Certificate {as hereinafter defined),
the Indenture and the Lease, the following capitalized words and terms used in this Tax Compliance Agreement
shall have the following meanings, unless some other meaning is plainly intended:

"Arbitrage Bond" means any obligation of a Governmental Entity that. is treated as an arbitrage bond under
Sections 103(b)(2) and 148 of the Code.

"Arbitrage Compliance Payment" means any Rebate Payment and any Yield Reduction Payment,

"Capital Expenditure" means any expense that is properly depreciable or amortizable or is otherwisc treated
as a capital expenditure under the Code, and for thc purposes of determining eligible Reimbursement Allocations,
Costs of Issuance,

"Closing Date" means the date of this Tax Compliance Agreement.

"Cost of Issuance" means any expenditure incurred in connection with the issuance of the Lease or the
Lessee's share of such expenditures relating to the Certificates, including such costs as underwriters'pread, rating
agency fees, appraisal costs, attorneys'nd accounts'ees and printing costs, but excluding Qualified Guarantee Fees
or expenditures incurred in connection with the acquisition of the Project.

"Disposition Proceeds" means the amounts, including property, received from thc sale, exchange or other
disposition of the Project.

"Federally-Guaranteed" means having the payment of either the principal of or interest on any portion of
the Lease or any loan made with the Proceeds of any portion of the Lease guaranteed, in whole or in part, directly or
indirectly, by the United States, or acquiring any Investment Property that is, directly or indirectly federally-insured,
except as otherwise permitted by Section 149(b) of the Code.

"Governmental Entity" means any State and any political subdivision and agency of any State.



"Gross Proceeds" means Sale Proceeds and Replacement Proceeds, determined pursuant to 'I rcas. Regs, H
1.148-1(b)and -1(c), all until spent.

"Investment Proceeds" means any amounts actually or constructively earned or received from investing the
Proceeds in Investment Property.

"Investment Property" means any security (as defined in Section 165(g)(2)(A) or (B) of the Code),
obligation {including any 'I'ax-Exempt Bond), annuity contract or other investment-type property.

"No-Arbitrage Certificate" means the "Certificate under Sections 103(b)(2) and 148 of the Internal Revenue
Code of 1986, as Amended" given by the Lessee with respect to the Lease.

"Non-Governmental Entity" means any person or entity, other than a Governmental Entity.

"Pledged Fund" means any amount pledged, directly or indirectly, to pay principal of or interest on the
Lease and which provides reasonable assurance of such amounts being paid even if the Lessee experiences financial
diff>cultics, including amounts subject to a negative pledge.

"Pre-TRA Bond" means any Governmental Obligation the interest on which was excludable from gross
income from federal income tax purposes pursuant to Sections 103 or 103A of the Internal Rcvcnue Code of 1954,
as amended to the date obligations were issued.

"Private Loan" means any loan, directly or indirectly, of any of the Proceeds of an obligation of a
Governmental Entity to any Non-Governmental Entity.

"Private Use" means the use of any Proceeds of the Lease or any facilities financed with such Proceeds by
Private Users.

"Private User" means any Non-Governmental Entity, other than a natural person not engaged in a trade or
business.

"Rebate Amount" means the amount determined by the Lessor pursuant to this 'I'ax Regulatory Agreement.

"Rebate Payment" means any payment of the Rebate Amount made or owed to the United States Treasury.

"Redemption Date" means the date on which the last of the principal of and interest on the Lease has been

paid, whether upon maturity, redemption or acceleration thereof.

"Reimbursement Allocation" means a written allocation of the Proceeds of the Lease intended to reimburse
the Lessee for Capital Expenditures for the Project that were paid prior to the Closing Date, provided that any such
allocation is made no later than eighteen (18) months after the later of the date the Capital Expenditure was paid or
the date the Project was placed in service, but in no event later than three (3) years after the payment date. Any
written allocation made within thirty (30) days after the Closing Date shall be treated as if made on the Closing
Date.

"Reimbursement Resolution" means a declaration of intent by the Lessee to finance, by issuing debt,
Capital Expenditures, For this purpose, the issuance of debt to finance specific facilities shall constitute a
Reimbursement Resolution, the date of adoption of which shall be no later than the Closing Date of such debt,

"Replacement Proceeds" means amounts replaced by Proceeds of the Lease, including any sinking fund,
Pledged Fund, restricted gifts (not including qualified endowment funds, pursuant to Treas. Reg. $ 1.148-
6{d)(3)(iii)(C)) or reserve or replacement fund, or other funds that would be available, directly or indirectly, to pay
debt service on any of the Lease, within the meaning of Treas. Reg. Ij 1.148-1(c),



"Research Agreement" means an agreement between the Lessee and a Private User under which thc Lessee
or the Private User uses any portion of the Project to carry on rcscarch.

"Sale Proceeds" means the Lease Amount shown on the cover page hereto.

"Service Contract" means a contract between the Lessee and a Service Provider under which the Service
Provider provides services, including management services, involving any portion or function of a Governmental
Facility financed with Governmental Certificates.

"Service Provider" means any Private User that provides management or other services.

"SI.GS" means any security that is part of the United States Treasury Obligation - State and Local
Government Series.

"State" means any state and possession of the United States and the District of Columbia.

"Tax-Exempt Bond" means (i) any Governmental Obligation the interest on which is excludable from gross
income for federal income tax purposes, pursuant to Sections 103 and 150(a)(6) of the Code, (ii) any Pre-TRA
Bond, (iii) certain tax-exempt mutual funds, as provided in Treas. Reg. ) 1.150-1(b),and (iv) any SLGS.

"Treasury Regulation" and "Treas. Reg." means any Regulation, Proposed Regulation or Temporary
Regulation, as may bc applicab! e, issued by the United States Treasury Department pursuant to the Code or the 1954
Code, as appropriate.

"Yield" means, pursuant to Treas. Regs. )$ 1.148-4 and —5, that discount rate which, when computing the
present value of all payments of principal and interest to be paid on an obligation, produces an amount equal to, in

the case of the Lease, the Issue Price and in the case of any Investment Property, the fair market value, as provided
in Treas. Reg. $ 1.148-5(d).

"Yield Reduction Amount" means the amount determined by the Lessor pursuant to the Tax Regulatory
Agreement.

"Yield Reduction Payment" means any payment of the Yield Reduction Amount made to the United States
Treasury,

SECTION 1.02. Interpretative Rules. For all purposes of this Tax Compliance Agreement, except as
otherwise expressly provided or unless the context otherwise requires (a) "Tax Coinpliance Agreement" means this
instrument, as origina! ly cxccuted and as it may from time to time be supplemented or amended pursuant to the
applicable provisions hereof; (b) all references in this instrument to designated "Articles," "Sections" and other
subdivisions are to the designated Articles, Sections and other subdivisions of this instrument as originally executed;
(c) the words "herein," "hereof," "hereunder" and "herewith" and other words of similar import refer to this Tax
Compliance Agreement as a whole and not to any particular Article, Section or other subdivision; (d) the terms
defined in this Article have the meanings assigned to them in this Article and include the plural as well as the
singular; (e) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance
with generally accepted accounting principles; (I) the terms defined elsewhere in this Tax Compliance Agreement
shall have the meanings therein prescribed for them; (g) words of the masculine gender shall be deemed and
construed to include correlative words of the feminine and neuter genders; (h) the headings used in this Tax
Compliance Agreement are for convenience of reference only and shall not define or limit the provisions hereof.

ARTICLE II
COVENANTS AND REPRESENTATIONS OF

I'HE LESSOR AND THE LESSEE ACKNOWLEDGEMENTS
BY, DIRECTIONS TO AND FROM THE LESSOR AND THE LESSEE



SECTION 2.01. Authori and Or «anization. (a) The Lessee represents for the benefit of the Lessor that it

is a political subdivision of the Commonwealth of Kentucky with the power, among others„ to enter into the Lease in

furtherance of its corporate purposes, including financing the cost of the Project; and

(b) The Lessor represents for the benefit of'he Lessee- that-(i) the Lessor is a trust duly organized and
validly existing under the laws of the Commonwealth of Kentucky; and (ii) the Lessor has full power and authority
granted to it by the Commonwealth of Kentucky to establish a program to enter into fixed rate leases with counties,
political subdivisions and public agencies of the Commonwealth of Kentucky.

SECTION 2.02. Usc of Proceeds. The Lessee represents that:

(a) No Private Use of Proceeds. No Proceeds of the Lease will be used to make Private Loans and
no use of the Project wil! be Private Use without the prior written consent of the Lessor. The Lessee
expects to use the Project for the entire stated term of the Lease,

(b) Ex ectations. The Lessee expects to incur, no later than six months after the Closing Date, a
substantial binding commitment to expend at least five percent (5'lo) of the Sale Proceeds of the Lease and
to commence acquisition of the Project within a reasonable period of time after the Closing Date. Thc
Lessee expects that (i) it will expend at least eighty-five percent (85'/o) of the Sale Proceeds of the Lease by
Iune 20, 2003, (ii) the acquisition of the Project will proceed with due diligence to completion and (iii) the
Sale Proceeds of the Lease will be spent with due diligence. For this purpose, a Reimbursement Allocation
may be treated as an expenditure. The total amount of Sale Proceeds of the Lease, together with
Investment Proceeds, will not exceed the amount necessary for the Project being financed with the Lease,
including, to the extent permitted, issuance expenses and interest during construction.

(c) Use of the Pro'ect. The Lessee will own or lease and operate the Project during the entire term
of the Lease.

(d) Reimbursement Allocations. The Lessee will not make any Reimbursement Allocation with
the Proceeds of the Lease for Capital Expenditures that werc paid prior to sixty (60) days before the date on
which the Lessee adopted a Reimbursement Resolution authorizing the issuance of debt to finance the
Project, except that expenditures for Costs of Issuance paid before the Closing Date, certain preliminary
Capital Expenditures not in excess of twenty percent (20'/o) of the Lease Amount, and an amount of Capital
Expenditures not in excess of the lesser of five percent (5'lo) of the Lease Amount or $ 100,000 may receive
a Reimbursement Allocation even if the expenditure was paid inore than sixty (60) days prior to the date of
adoption of the Reimbursement Resolution described herein and even if'the allocation would not otherwise
qualify as a Reimbursement Allocation.

(e) Investment Limitations. (i) The Lessee will invest the Gross Proceeds of the Lease and any
Disposition Procccds of the Lease as provided in the Indenture.

(ii) If at any time, either the Lessee determines or is informed that the Yield on the investment of
moneys held by itself or any other person must be restricted or limited in order to prevent the Lease from
becoming Arbitrage Bonds, the Lessee shall and shall so instruct any holder of the Sale Proceeds or
Investment Proceeds of the Lcasc to take such action or actions as may be necessary to restrict or limit the
yield on such investments as set forth in, and in accordance with, such instruction.

(f) Federal Guarantees. The Gross Proceeds will not be invested in any Investment Property that
is Federally-Guaranteed.

SECTION 2.03, Service Contracts. The Lessee represents that it will not enter into any Service Contracts
with respect to thc Project without the prior written consent of the Lessor.

SECTION 2.04, Research Agreements. The Lessee represents that it will not enter into any Research
Agreements with respect to the Project without the prior written consent of the Lessor,



SECTION 2.05, Chan es in Use or User of Pro'ect. The Lessee represents that (a) no part of the Project
vvill be sold, otherwise disposed of or leased without the prior written consent of the Lessor; (b) it will not to permit
any use of its Project by any person or entity other than itself without the prior written consent of the I.essor; and (c}
any portion of a Project consisting of personal property may be sold in the ordinary course of an established
governmental program if (i) the weighted average maturity-of-the portion of the Lease financing the personal
property was not greater than one hundred twenty percent (120'/o) of the reasonably expected actual use of such
personal property by the Lessee, {ii}the Lessee expected at the date of the Lease that the fair market value of the
personal property at the time of disposition would not be greater than twenty-five percent (25'ro) of its cost and (iii),
at the time of disposition, the persona! property is no longer suitable for the governmental purpose for which it was
acquired.

SECTION 2.06. Investments. The Lessee will invest the Gross Proceeds of the Lease and any Disposition
Proceeds of the Lease only as instructed by the Program Administrator, which instructions will be in accordance
with instructions regarding compliance with the Code provided to the Program Administrator.

SECTION 2.07. Records. The Lessee represents that proper records and accounts, containing complete and
correct entries of all transactions relating to the Lease, the use of the Gross Proceeds of the Lease and the
expenditures made in connection with the acquisition of the Project, will be maintained. The information described
in this Section will be retained for at least six (6) years after the Redemption Date.

SECTION 2.08. Pa ment of Arbitrable Com liance Amounts. The Lessee represents that all actions
necessary to comply with the Yield limitations applicablc to investments of the Sale Proceeds and Investment
Proceeds of the Lease and the rebate requirements contained in Section 148(f} of the Code and the Treasury
Regulations thereunder will be taken. Immediately upon the request of the Lessor, the Lessee will assemble copies
of records concerning investments of Gross Proceeds of the Lease, including any amounts held by any provider of a
letter of credit or guarantor under a reimbursement or other similar agreement. In particular, the Lessee will provide
the Lessor with information that will enable the Lessor to determine if any Rebate Amount is payable. The Lessee
will pay any Arbitrage Compliance Payment owed with respect to the Gross Proceeds of the Lease, as determined by
the Lessor. The information described in this Section will be retained for at least six (6) years after the Redemption
Date.

SECTION 2.09. Information Re ortin Re uirements. The Lessee represents that it will timely execute
and file any information reports required under Section 149(e) of the Code {Form 8038-G) or as required by the
Lessor.

SECTION 2.10. Com liance with Tax Com liance A reement. (a) The Lessee may, at any time, employ
Bond Counsel, independent certified public accountants, or other qualified experts acceptable to the Lessor to
perform any of the requirements imposed upon the Lessee by this Tax Compliance Agreement.

(b) The Lessor and the Lessee agree, to thc extent reasonably possible, to comply with any amendments to
the Code or any applicable Regulations, effective retroactively, and the Lessor and the Lessee shall take all actions
necessary to amend this Tax Compliance Agreement to comply therewith.

(c) Whenever any action or direction is required of the Lessee hereunder, such action or dir'ection may, or
in the absence of any such action or direction shall, be made by the Lessor.



IN WITNESS WHEREOF, the Lessor and the Lessee have each caused this Tax Compliance Agreement to

be executed in its own name and on its behalf by its duly authorized officers, all as of the date set forth on the cover

page hereto,

KENTUCKY AREA DEVELOPMENT DISTRICTS
FINANCING TRUST, as Lessor

By: Ross, Sinclaire k Associates, Inc.,
as Program Administrator

Title:

LESSEE
Coun of Floyd, Kentucky

Title: Judge / Executive



CONTINUING DISCLOSURE AGREEMENT

KENTUCKY AREA DEVELOPMENT DISTRICTS FINANCING TRUST

LESSEE: County of Floyd, Kentucky

DATE OF AGREEMENT: June 22, 2005

LEASE AMOUN'I: $2,520,000

This Continuing Disclosure Agreement relates to a Lease Agreement between the Lessee and the

Kentucky Area Development Districts Financing Trust dated the date of this Continuing
Disclosure Agreement.



CONTINUING DISCLOSURE AGREEMENT

TI-IIS CONTINUING DISCLOSURE AGREEMENT (the "Agreement"} is made and entered into as of the

date shown on the cover page hcrcto between the LESSEE shown on the cover page hereto (the "Lessee") and Ross,
Sinclaire & Associates, Inc., as disclosure agent (the "Disclosure Agent" )-.

RECITALS

WHEREAS, the Lessee has entered into a Lease {the "Lease") dated the date hereof with respect to which

certificates of participation will be issued under the Indenture, as defined in the Lease, and offered and sold pursuant

to an offering memorandum containing information regarding the Lessee (the "Offering Document" ); and

WHEREAS, the Disclosure Agent and the Lessee, wish to provide for the disclosure of certain information

concerning the Lease and the Certificates and other matters on an ongoing basis as set forth herein for the benefit of
Holders of Certificates in accordance with the provisions of Securities and Exchange Commission Rule 15c2-12, as

amended from time to time (the "Rule");

NOW, THEREFORE, in consideration of the mutual promises and agreements made herein and in thc

Lease, the receipt and sufficiency of which consideration is hereby mutually acknowledged, the parties hereto agree
as follows:

Section 1. Definitions'co e of this A reement.

(A) All terms capitalized but not otherwise defined herein shall have the meanings assigned to those terms in

the Lease, as amended and supplemented from time to time. Any such successor disclosure agent shall automatically

succeed to the rights and duties of the Disclosure Agent hereunder, without any amendment hereto. The following

capitalized terms shall have the following meanings:

"Annual Financial Information" shall mean a copy of the annual audited financial information prepared for
the Lessee which shall include, if prepared, a balance sheet, a statement of revenue and expenditure and a statement

of changes in fund balances. All such financial information shall be prepared using generally accepted accounting

principles, provided, however, that the Lessee may change the accounting principles used for preparation of such

financial information so long as the Lessee includes as information provided to the public, a statement to the effect
that different accounting principles are being used, stating the reason for such change and how to compare the

financial information provided by the differing financial accounting principles.

"Beneficial Owner" shall mean any person which has the power, directly or indirectly, to vote or consent
with respect to, or to dispose of ownership of, any Certificates (including persons holding Certificates through
nominees, depositories or other intermediaries).

"I-Iolders of Certificates" shall mean any holder of the Certificates and any Beneficial Owner thereof,

"MSRB" shall mean the Municipal Securities Rulemaking Board.

"Material Event" shall, to the extent the Lessee obtains knowledge and determines that it would constitute
material information for Holders of Certificates, (i) principal and interest payment delinquencies; (ii) non-payment
related defaults; (iii) unscheduled draws on debt service reserves reflecting financial difficulties; (iv) unscheduled

draws on credit enhancements reflecting financial difficulties; (v) substitution of credit or liquidity providers, or
their failure to perform; (vi) adverse tax opinions or events affecting the tax-exempt status of thc security; (vii}
modifications to rights of security holders; (viii) certificate calls, except for mandatory scheduled redemptions not
otherwise contingent upon the occurrence of an event; (ix) defeasances; (x) release, substitution or sale of property
securing repayment of the securities; (xi) rating changes; (xii) the cure, in the manner provided unde'r the I.ease, of
any payment or nonpayment related default under the Lease; and (xiii) the issuance of any additional Certificates or
other indebtedness on a parity with the Certificates; provided, that the occurrence of an event described in clauses

(i}, (iii), (iv), (v), (viii), (ix) and {xi) shall always be deemed to be material. The SEC requires the listing of (i)
through (xi) although some of such events may not be applicable to the Certificates.



"NRMSIR" shall mean any nationally recognized municipal securities information repository, as such term
is used in the Release,

"Operating Data" shall mean an update of the Operating Data contained in the Offering Document,

"Participating Underwriter" shall mean any of the original underwriters of the Certificates required to
comply with the Rule in connection with the offering of the Certificates.

"Release" shall mean Securities and Exchange Commission Release No. 34-34961.

"SEC" shall mean the Securities and Exchange Commission.

"SID" shall mean the state information depository ("SID"),as such term is used in thc Release, if and when
a SID is created for the State.

"State" shall mean the Commonwealth of Kentucky.

"Turn Around Period" shall mean (i) five (5) business days, with respect to Annual Financial Information
and Operating Data delivered by the Lessee to the Disclosure Agent; (ii) two {2) business days with respect to
Material Event occurrences disclosed by the Lessee to the Disclosure Agent; or (iii) two (2) business days with
respect to the failure, on the part of the Lessee, to deliver Annual Financial Information and Operating Data to thc
Disclosure Agent which period commences upon notification by the Lessee of such failure, or upon the Disclosure
Agent's actual knowledge of such failure.

(B) This Agreement applies to the Certificates and the Lease.

(C) The Disclosure Agent shall have no obligation to make disclosure about the Certificates or the Lease
except as expressly provided herein; provided that nothing herein shall limit the duties or obligations of the
Disclosure Agent, as Program Administrator, under the Indenture. The fact that the Disclosure Agent or any
affiliate thereof may have any fiduciary or banking relationship with the Lessee, apart from the relationship created
hereby, shall not be construed to mean that the Disclosure Agent has actual knowledge of any event or condition
except in its capacity as Program Administrator under the Indenture or except as may be provided by written notice
from the Lessee.

Section 2. Disclosure of information.

(A) General Provisions. This Agreement governs the Lessee's direction to the Disclosure Agent, with
respect to information to be made public. In its actions under this Agreement, the Disclosure Agent is acting not as
Program Administrator but as the Lessee's agent; provided that the Disclosure Agent shall be entitled to the same
protection in so acting under this Agreemcnt as it has in acting as Program Administrator under the Indenture,

(B) Information Provided to the Public. Except to the extent this Agreement is modified or otherwise
altered in accordance with Section 3 hereof, the Lessee shall make or cause to be made public the information set
forth in subsections (1), (2) and (3) below:

{I) Annual Financial Information and 0 eratin Data. Annual Financial Information and
Operating Data at least annually not later than 300 days after the in of Lessees current fiscal year and continuing
with each fiscal year thereafter, for which the information is provided, taking into account the Turn Around Period,
and, in addition, all information with respect to the Certificates required to be disseminated by the Trustee pursuant
to the Indenture.

(2) Material Events Notices. Notice of the occurrence of a Material Event.

(3) Failure to Provide Annual Financial Information. Notice of the failure of Lessee to provide
the Annual Financial Information and Operating Data by the date required herein.



(C) Information Provided b Disclosure A ent to Public.

(I) The Lessee directs the Disclosure Agent on its behalf to make public in accordance with
subsection (D) of this Section 2 and within the time frame set forth in-clause (3) below, and the Disclosure Agent
agrees to act as the Lessee's agent in so making public, the following:

(a) the Annual Financial Information and Operating Data;

(b) Material Event occurrences;

(c) the notices of failure to provide information which the Lessee has agreed to make
public pursuant to subsection (B)(3)of this Section 2;

(d) such other information as the Lessee shall determine to make public through the
Disclosure Agent and shall provide to the Disclosure Agent in the form required by subsection (C)(2) of this Section
2. If the Lessee chooses to include any information in any Annual Financial Information report or in any notice of
occurrence of a Material Event, in addition to that which is specifically required by this Agreement, the Lessee shall
have no obligation under this Agreement to update such information or include it in any future Annual Financial
Information report or notice of occurrence of a Material Event; and

(2) The information which the Lessee has agreed to make public shall be in the following form:

(a) as to all notices, reports and financial statements to be provided to the Disclosure
Agent as Program Administrator by the Lessee, in the form required by the Lease or other applicable document or
agreement; and

(b) as to a]1 other notices or reports, in such form as the Disclosure Agent shall deem
suitable for the purpose of which such notice or report is given.

(3) The Disclosure Agent shall make public the Annual Financial Information, the Operating Data,
the Material Event occurrences and the failure to provide the Annual Financial Information and Operating Data within
the applicable Turn Around Period. Notwithstanding the foregoing, Annual Financial Information, Operating Data and
Material Events shall be made public on the same day as notice thereof is given to the Holders of Certificates of
outstanding Certificates, if required in the Indenture, and shall not be made public before the date of such notice. If on
any such date, information required to be provided by the Lessee to the Disclosure Agent has not been provided on a
timely basis, the Disclosure Agent shall make such information public as soon thereafter as it is provided to the
Disclosure Agent.

(D) Means of Makin~ Information Public.

(1) Information shall be deemed to be made public by the Lessee or the Disclosure Agent under this
Agreement if it is transmitted as provided in subsection (D)(2) of this Section 2 by the following means:

the Indenture;
(a) to the Holders of Certificates of outstanding Certificates, by the method prescribed by

(b) to each NRMSIR, by (i) electronic facsimile transmissions confirmed by first class
mail, postage prepaid, or (ii) first class mail, postage prepaid; provided that the Lessee or the Disclosure Agent is
authorized to transmit information to a NRMSIR by whatever means are mutually acceptable to the Disclosure
Agent or the Lessee, as applicable, and the NRMSIR;

(c) to the SID (if a SID is established for the State), by (i) electronic facsimile
transmissions confirmed by first class mail, postage prepaid, or (ii) first class mail, postage prepaid; provided that



the Lessee or the Disclosure Agent is authorized to transmit information to a SID by whatever means are mutually

acceptable to the Disclosure Agent or the Lessee, as applicable, and the SID;

{d) to the MSRB, by (i) electronic facsimile transmissions confirmed by first class mail,

postage prepaid, or (ii) first class mail, postage prepaid; provided that the Lessee or the Disclosure Agent is

authorized to transmit information to a MSRB by whatever means are mutually acceptable to the Disclosure Agent
or the Lessee, as applicable, and the MSRB; and/or

(e) to the SEC, by (i) electronic facsimile transmissions confirmed by first class mail,

postage prepaid, or (ii) first class mail, postage prepaid; provided that the Lessee or the Disclosure Agent is authorized

to transmit inforination to a SEC by whatever means are mutually acceptable to the Disclosure Agent or the Lessee, as

applicable, and the SEC.

(2) Information shall be transmitted to the following:

(a) all Annual Financial Information and Operating Data shall be made available to each
NRMSIR and to the SID (if a SID is established for the State);

(b) notice of all Material Event occurrences and all notices of the failure to provide
Annual Financial Information or Operating Data within the time specified in Section 2(B)(l) hereof shall be made

available to each NRMSIR or the MSRB and to the SID {ifa SID is established for the State); and

(c) all information described in clauses (a) and {b) shall be made available to any
Certificateholder upon request, but need not be transmitted to the Holders of Certificates who do not so request.

(d) to the extent any Annual Financial Information or Operating Data is included in a

document filed with each NRMSIR and SID (if a SID is established for the State) or the SEC, the Lessee shall have

been deemed to have provided that information if a statement specifically referencing the filed document is filed with

each NRMSIR and SID (if a SID is established for the State) as part of the Lessee's obligation to file Annual Financial
Information and Operating Data pursuant to this Agreement. Additionally, if the referenced document is a final official
statement {as that term is defined in Rule 15c2-12{f)(3)),it must be available from the MSRB.

With respect to requests for periodic or occurrence information from Holders of Certificates, the

Disclosure Agent may require payment by requesting of holders a reasonable charge for duplication and

transmission of thc information and for the Disclosure Agent's administrative expenses incurred in providing the

information.

Nothing in this Agreement shall be construed to require the Disclosure Agent to interpret or provide an

opinion concerning the information made public. If the Disclosure Agent receives a request for an interpretation or
opinion, the Disclosure Agent may refer such request to the Lessee for response.

(E) Disclosure A ent Com ensation. The Lessee shall pay or reimburse the Disclosure Agent for its fees
and expenses for the Disclosure Agent's services rendered in accordance with this Agreement as provided in the
Lease.

(F) Indemnification of Disclosure A~ent, The Lessee shall indemnify and hold harmless the Disclosure
Agent and its respective officers, directors, employees and agents from and against any and all claims, damages,
losses, liabilities, reasonable costs and expenses whatsoever (including attorney fees) which such indemnified party

may incur by reason of or in connection with the Disclosure Agent's performance under this Agreeipent; provided
that the Lessee shall not be required to indemnify the Disclosure Agent for any claims, damages, losses, liabilities,
costs or expenses to the extent, but only to the extent, caused by the willful misconduct or gross negligence of the



Disclosure Agent in such disclosure of information hereunder, The obligations of the Lessee under this Section
shall survive resignation or removal of the Disclosure Agent and payment of the Certificates.

Section 3. Amendment or Waiver.

Notwithstanding any other provision of this Agreement, the Lessee and the Disclosure Agent may amend

this Agreement (and the Disclosure Agent shall agree to any reasonable amendment requested by the Lesscc) and

any provision of this Agreement may be waived, if such amendment or waiver is supported by an opinion of
nationally recognized bond counsel or counsel expert in federal securities laws acceptable to both the Lessee and the
Disclosure Agent to the effect that such amendmcnt or waiver would not, in and of itself, cause the undertakings

herein to violate the Rule if such amendment or waiver had been effective on the date hereof but taking into account
any subsequent change in or official interpretation of the Rule as well as any change in circumstance.

Section 4. Miscellaneous,

(A) Re resentations. Each of the parties hereto represents and warrants to each other party that it has (i)
duly authorized the execution and delivery of this Agreement by thc officer of such party whose signature appears
on the execution pages hereto, (ii) that it has all requisite power and authority to execute, deliver and perform this

Agreement under its organizational docuinents and any corporate resolutions now in effect, (iii) that the execution
and delivery of this Agreement, and performance of the terms hereof, does not and will not violate any law,

regulation, ruling, decision, order, indenture, decree, agreement or instrument by which such party is bound, and (iv)
such party is not aware of any litigation or proceeding pending, or, to the best of such party's knowledge, threatened,
contesting or questioning its existence, or its power and authority to enter into this Agreement, or its due
authorization, execution and delivery of this Agreement, or otherwise contesting or questioning the issuance of the
Certificates.

(B) Governin Law. This Agreement shall be governed by and interpreted in accordance with the laws of
the State; provided that, to the extent that the SEC, the MSRB or any other federal or state agency or regulatory
body with jurisdiction over the Certificates shall have promulgated any rule or regulation governing the subject
matter hereof, this Agreement'shall be interpreted and construed in a manner consistent therewith.

(C) Severabilit . If any provision hereof shall be held invalid or unenforceable by a court of competent
jurisdiction, the remaining provisions hereof shall survive and continue in full force and effect.

(D) Counter arts. This Agreement may be executed in one or more counterparts, each and all of which

shall constitute one and the same instrument.

(E) Termination. This Agreement may be terminated by any party to this Agreement upon thirty
days'ritten

notice of termination delivered to the other party or parties to this Agreement; provided the termination of
this Agreement is not effective until (i) the Lessee, or its successor, enters into a new continuing disclosure
agreement with a disclosure agent who agrees to continue to provide, to each NRMSIR, SID and/or MSRB and the
Holders of Certificates of the Certificates, all information required to be communicated pursuant to the rules

promulgated by the SEC or the MSRB, (ii) nationally recognized bond counsel or counsel expert in federal
securities laws provides an opinion that the new continuing disclosure agreement is in compliance with all State and

Federal Securities laws and (iii) notice of the termination of this Agreement is provided to each NRMSIR, the

appropriate SID, if any, and/or MSRB,

This Agreement shall terminate when all of the Certificates are or are deemed to be no longer outstanding

by reason of redemption or legal defeasance or at maturity.

(F) Defaults: Remedies. A party shall be in default of its obligations hereunder if it fails to carry out or
perform its obligations hercundcr.

If an event of default occurs and continues beyond a period of thirty (30) days following notice of default

given in writing to such defaulting party by any other party hereto or by a beneficiary hereof as identified in Section
4(G), the non-defaulting party or any such beneficiary may (and, at the request of the Participating Underwriter or thc



holders of at least 25 ''0 aggregate principal amount of Outstanding Certificates, the non defaulting party shall), enforce
the obligations of the defaulting party under this Agreement; provided, however, the sole remedy available in any
proceeding to enforce this Agreement shall bc an action in mandamus„ for specific performance or similar remedy to
compel performance.

(G) Beneficiaries. This Agreement is entered into by the parties hereof and shall inure solely to the benefit
of the Lessee, the Trustee, the Disclosure Agent, the Participating Underwriter and Holders of Certificates, and shall
create no rights in any other person or entity.

Section 5. Additional Disclosure Obli ations. The Lessee acknowledges and understands that other state
and federal laws, including but not limited to the Securities Act of 1933, the Securities Exchange Act of 1934 and
Rule 10b-5 promulgated thereunder, may apply to the Lessee, and that under some circumstances compliance with
this Agreement, without additional disclosures or other action, may not fully discharge all duties and obligations of
the Lessee under such laws.

Section 6. Notices, Notices shall be provided in the manner set forth in the Lease,

IN WITNESS WHEREOF, the Disclosure Agent and the Lessee have each caused their duly authorized
officers to execute this Agreement, as of the day and year first above written.

ROSS, SINCLAIRE 4 ASSOCIATES, INC.,
as Disclosure Agent

Title:

LESSEE
County of Floyd, Kentucky

Title: Judge / Executive



8038 Q Information Return for Tax-Exempt Governmental Obligations
W Under Internal Revenue Code section 149(e)

W See separate Instructions.
Caution: If the issue price is under $700,000, use Form 803S-GC.

OMB No. 1545-0720
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1'I
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14
15
16
'l7

18
'I9
20

21

22
23
24
25
26
27
28
29
30

31
32
33
34

(a) Final maturity date (b) Issue pnce {c)Staled redemption (d) Weighted

06/01/2035 $ 2,525,000 $ 2,520,000 18.44 ears
Uses of Proceeds of Bond Issue (includin underwriters'iscount)

Proceeds used for accrued interest
Issue price of entire issue (enter amount from line 21, column (b)),
Proceeds used for bond issuance costs (including underwriters'iscount) . 24

Proceeds used for credit enhancement,....,... 25 79,793.61

Proceeds allocated to reasonably required reserve or replacement fund

Proceeds used to currently refund prior issues
Proceeds used to advance refund prior issues
Total (add lines 24 through 28),
Nonrefundin roceeds of the issue (subtract line 29 from line 23 and enter amount here),

Descri tion of Refunded Bonds (Com tete this art onl for refundin bonds.)
Enter the remaining weighted average maturity of the bonds to be currently refunded

Enter the remaining weighted average maturity of the bonds to be advance refunded
Enter the last date on which the refunded bonds will be called,
Enter the date(s) the refunded bonds were issued W

Miscellaneous

(e) Yield

480 cz

22
23 2,520,000

29 147,443.31
30 2,372,556.69

ears
~ears

Re ortin Authorit If Amended Return, check here W

Issuer's name 2 Issuer's employer identification number

County of Floyd, Kentucky 61 '. 6000937
Number and slreel (or P,O. box if mail is nol delivered to street address) Room/suite 4 Report number

149 S. Central Street 3 2005-
City, town, or post office, state, and ZIP code 6 Date of issue
Prestonsburg, Kentucky 41653 6/28/05

Name of issue 8 CUSIP number
KY Area Development District Financing Trust COPS, Series 2005H 49119F

Name and title of officer or legal representative whom the IRS may call for more information 10 Telephone number of oflicer or legal representative

Honorable Paul Hunt Thompson, Judge i Executive ( 606 ) 886-9193
T e of Issue (check a licable box(es) and enter the issue rice) See instructions and attach scheduleEducation,.......,,,....,. 11

Health and hospital...,,...,,..... 12Transportation...,,...,,..., 13
H Pubhc safety...,.....,...,...... 14

Fnvironment (including sewage bonds).......,....., 15
2 Housing,......,..... 16
8 Utilities,,,...,,.......... 17 2,455,000

Other. Describe W 18
lf obligations are TANs or RANs, check box W lf obligations are BANs, check box
If obli ations are in the form of a lease or installment sale, check box

Descri tion of Oblioations. Com lete for the entire issue for which this form is bein filed,

35
36a

b
37

b

38
39
40

35
36a

Sign
Here

Signature of issued s authorized represenladv. Da

For Paperwork Reduction Act Notice, see page 2 of the Instructions

Enter the amount of the state volume cap allocated to the issue under section 141(b)(5)
Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract (see instructions)

Enter the final maturity date of the guaranteed investment contract W

Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units

If this issue is a loan made from the proceeds of another tax-exempt issue, check box W and enter the name of the
issuer W and the date of the issue W

If the issuer has designated the issue under section 265(b)(3)(B)(i)(ill) (small issuer exception), check box ...k 0
If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box
if the issuer has identified a hed e, check box

Under .. Ilies of perjury, 1 declare lhat I have examined this return and accompanying schedules and statements, and tn lhe best. of my knowledge
and be ef, ey are true, correct, and cc lele.

Qo
te P Type r pnnt name and e

Cat. No. 537735 Form 8038-6 (Rev. 7 7-20{70)





P.O. Box 398

Frankfort, KY

40602

March 16, 2005

502/695-7353

Fax. 502/695-2897

tv 'tv tv. t' a fit tl tt t, C0 tll

I N V E S T lvl E N T

BANKING

FINANCIAL

ADVISORY

P OBLI C

F INANCE

B RO KE RAG 8

SERVICFS

700 YValnut Street

Suite 600

Cl ncinnari, Oil

45202

513/381-3939
fax: 513/381-()124

VIA USPS
Honorable Paul Hunt Thompson
Floyd County Courthouse
149 South Central Avenue
Prestonsburg, kentucky 41653

RE: County of Floyd, kentucky Series 2005A General Obligation Bonds

Dear Judge Thompson;

In October 2004, our firm handled for your County the issuance of $2,455,000 of Bond Anticipation
Renewal Notes ("Renewal Notes" ) which mature on June 30, 2005. It is my understanding that the intention of
the County was to ultimately loan this money to a water district in your County arid that the water district, in tunk,
would pay for all or a portion of the debt service of the peirnanent bond financing, At our last meeting in
Prestonsburg, it was my understanding that you expected the water district should be able to pay approximately
$ 120,000 of the bond payments. I am enclosing htnewlth the following;

A schedule that shows the projected bond payments if the water district is willing to pay
$ 120,000 each year.
A scliedule that shows the projected bond paymekkts if the water district is willing to pay
$ 130,000 each year
A sclkedule that shows the projected bond payments if the water district is willing to pay
$ 140,000 each year,

Again, make note that these are projections using cukTent interest rates whicli are subject to change, As you can
see, on the first page of the schedufes wliere the water district agrees to pay $ 120,000 a year, the County would
have to supplement that payment by approximately $41,560 each year in order to fully amortize the bonds over
a 30 year period. If they agree to a payment of $ 130,000 a year, the County payment is expected to be $31,560
and if the water district agrees to $ 140,000 a year, the County payment is expected to be $21,560 per. year.

When the Renewal Notes mature on June 30 of this year, there will be a total of $2,496,274.69 that is
owed to redeem those Renewal Notes, Also included in the Bond sizing is the cost of issuing the bonds as shown
on the sources and uses schedule I have enclosed,

1219 AssemBly Streer

Suire 202

Columbia, SC

29201

803/765-1004

fax: 803/765-1088

1900 Envoy Circle

Suite 1920

Louisville, KY

40299

502/491-3939
fax. 502/491-9979

The structure that we have proposed is that the County will issue the bonds as General Obligation Bonds
meaning that the Bonds have the full fapith and credit of the C,"ounty behind them, which will give you a better
interest rate, You will tlien have an agreement between the water district and the County, whereby the water
district will participate in the debt service according to the debt payment level you agree to with them,

Fi»ally, in order for us to refu»d the Renewal Notes by June 30, 2005, it is necessary we have a hearing
before the State Local Debt Officer and obtain his approval. I am enclosiiig herewith two copies of a Petition that
has to be filed with his office, Within three business da 's klease si n both co ies of the Petition return one
co 'o m r office in the re-addressed stam ed envelo e and retain the other co r for our files, Upon
receipt, I w» e tke Petition witi tie State a ong witi a otier necessary ega ocumentation an sciedules.
It is not necessary that your Court approve this Petition, but it will be necessary for your Court, at a later date, to
approve the issuance of the Bonds by adoption of an ordinance.

If you have any questions of the above or the enclosures, please feel free to call me.

Y urs truly,

Tert ell Ross

5217 Ivuryland Way

Suite 302

Brenttvood, TN

37027

TR)klr
Enclosures

615/370-6262

fax, 6tl5/370-9669



Assum tions:
County of Floyd, Kentucky - Series 2005A General Obligation Bonds

Average Fixed Interest Rate:

Term (years):

Annual Lease Paymenl of Water District:

Avera e Annual Count Pa ment:

4 82%

30

$120,000

$41,560

Payment Dafe

01-Dec-05

01-Jun-06

01-Dec-06

01-Jun-07

01-Dec-07

01-Jun-08

01-Dec-08

01-Jun-09

01-Dec.09
01-Jun-10

01-Dec-10

01-Jun-1 1

01-Dec-11

01-Jun-12

01-Dec-12

01-Jun.13
01-Dec-13

01-Jun-14

01-Dec-14

01-Jun-15

01.Dec-15
01-Jun-1 6
01-Dec-16

01-Jun-17

01-Dec-17

01-Jun-18

01-Dec-18

01-Jun-19

01-Dec-19

01-Jun-20

01-Dec-20

01-Jun-21

01-Dec-21

01-Jun-22

01-Dec-22

01-Jun-23

01-Dec-23

01-Jun-24

01-Dec-24

01-Jun-26

01-Dec-25

01-Jun-28

01-Dec-26

01-Jun-27

01-Dec-27

01-Jun-28

01-Dec-28

01-Jun-29

01-Dec-29

01-Jun-30

01-Dec-30

01-Jun-31

01-Dec-31

01-Jun-32

01-Dec-32

01-Jun-33

01-Dec-33

01-Jun-34

01-Dec-34

01-Jun-35

01-Dec-35

01-Jun-36

Totals:

Coupon

2.62%

2 94%

3.13%

3.34%

3.54%

3.72%

3,87%

4.03%

4.16%

4 27%

4.35%

4 41O/

4 45%

4.51%

4.57%

4.75%

4.75%

4.75%

4,75%

4.75%

4.85%

4.85%

4.85%

4 85%

4 85'/

5.00%

5 00%

5.00%

5,00%

5.00%

5.00%

Principal
Payment

$40,000

$45,000

$45,000

$45,000

$50,000

$50,000

$50,000

$55,000

$55,000

$60,000

$60,000

$65,000

$65,000

$70,000

$70,000

$75,000

$80,000

$85,000

$85,000

$90,000

$95,000

$100,000

$ 105,000

$110,000

$ 115,000

$120,000

$ 125,000

$135,000

$140,000

$ 145,000

$155,000

$2,585,000

Interest
Payment

$59,407

$59,407

$58,883

$58,883

$58,222

$58,222

$57,517

$57,517

$56,766

$56,766

$55,881

$55,881

$54,951

$54,951

$53,983

$53 rl83

$52,875

$52,875

$51,731

$51,731

$50,450

$50,450

$49,145

$49,145

$47,712

$47,712

$46,266

$46,266

$44,687

$44,687

$43,088

$43,088

$41,306

$41,306

$39,408

$39,406

$37,388

$37,388

$35,389

$35,369

$33,231

$33,231

$30,928

$30,928

$28,503

$28,503

$25,956

$25,956

$23,289

$23,289

$20,500

$20,500

$17,500

$17,500

$14,375

$14,375

$11,000

$ 11,000

$7,500

$7,500
'$3,875

$3,875

$2,423,374

Total Payment
Less Lease

Payment

$59,407

$99,407

$58,883

$103,883

$58,222

$103,222

$57,517

$102,517

$56,766

$106,766

$55,881

$105,881

$54,951

$104,951

$53,983

$108,983

$52,875

$107,875

$51,731

$111,731

$50,450

$110,450

$49,145

$ 114,145

$47,712

$112,712

$46,266

$116,266

$44,687

$114,687

$43,088

$118,088

$41,306

$121,306

$39,406

$124,406

$37,388

$122,388

$35,369

$125,369

$33,231

$128,231

$30,928

$130,928

$28,503

$133,503

$25,956

$ 135,956

$23,289

$138,289

$20,500

$140,500

$17,500

$ 142,500

$14,375

$149,375

$11,000

$151,000

$7,500

$152,500

$3,875

$158,875

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$6o,ooo

$60,000

$6o,ooo

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$60,000

$5,008,374 $3,720,000

Net Period
Payment Due of

County

($593)

$39,407

($1,117)
$43,883

($1,779)

$43,222

($2,483)

$42,517

($3,234)

$46,766

($4,119)
$45,881

($5,049)

$44,951

($6,017)

$48,983

($7,125)

$47 875

($8,269)

$51,731

($9,550)

$50,450

($10,855)

$54,145

($12,2S8)

$52,712

($13,735)

$56 266

($15 313)

$54,6S7

($16,913)

$58,088

($18,694)

$61,306

($20,594)

$64,408

($22,613)

$62,388

($24,631)

$65,369

($26,769)

$68,231

($29,073)

$70,928

($31,498)

$73,503

($34,044)

$75,956

($36,711)
$78,289

($39,500)

$80,500

($42,500)

$82,500

($45,625)

$89,375

($49,000)

$91,000

($52 500)

$92,500

($56,125)

$98,875

$1,288,374

FY Payment
Due of County

$38,814

$42,766

$41,443

$40,035

$43,532

. $41,762

$39,902

$42,967

$40,750

$43,462

$40,900

$43,290

$40,424

$42,531

$39,374

$41,175

$42,613

$43,813

$39 776

$40,738

$41,483

$41,855

$42,005

$41,913

$41,578

$41,000

$40,000

$43,750

$42,000

$40,000

$42,750

$1,288,374

16-Mar-05 RSA



County of Floyd, Kentucky - Series 2005A General Obligation Bonds
Assum tions:

Average Fixed Interest Rate:

Term (years):

Annual Lease Payment of Water District:

Avera e Annual Count Pa ment:

4 82%

30

$ 130,000

$31,560

Payment Date

01-Dec-05

01-Jun-06

01-Dec-06

01-Jun-07

01-Dec-07

01-Jun-08

01-Dec-00

01-Jun-09

01-Dec-09

01-Jun-10

01-Dec-10

01-Jun-11

01-Dec-11

01-Jun-12

01-Dec-12

01-Jun-1 3
01-Dec-13

01-Jun-1 4
01-Dec-14

01-Jun-15

01-Dec.15
01-Jun-16

01-Dec-16

01-Jun-17

01-Dec-17

01-Jun-18

01-Dec-10

01-Jun-19

01-Dec-19

01-Jun-20

01-Dec-20

01-Jun-21

01-Dec-21

01-Jun-22

01-Dec.22

01-Jun-23

01-Dec 23

01-Jun-24

01-Dec-24

01-Jun-26

01-Dec-25

01-Jun-26

01-Dec-26

01-Jun-27

01-Dec-27

01-Jun-20

01-Dec-20

01-Jun-29

01-Dec-29

01-Jun-30

01-Dec-30

01-Jun-31

01-Dec-31

01-Jun-32

01-Dec-32

01-Jun-33

01-Dec-33

01-Jun-34

01-Dec-34

01-Jun-35

01-Dec-35

01-Jun-36

Totals:

Coupon

2.62%

2.94%

3 13%

3.34%

3 54%

3.72%

3.07%

4.03%

4.16%

4.27%

4,35%

4 41'/

4.45%

4.61%

4.57%

4.75%

4.75%

4.75%

4.75%

4.75%

4.85%

4.85%

4.85%

4.85%

4 05%

5.00%

5.00%

5 PP%

5.00%

5.00%

5.00%

Principal
Payment

Interest
Payment

$40,000

$45,000

$45,000

$45,000

$50,000

$50,000

$50,000

$55,000

$55,000

$60,000

$60,000

$65,000

$65,000

$70,000

$70,000

$75,000

$80,000

$85,000

$85,000

$90,000

$95,000

$100,000

$ 105,000

$110,000

$115,000

$120,000

$125,000

$135,000

$140,000

$ 145,000

$155,000

$59,407

$59,407

$50,883

$58,883

$50,222

$58,222

$57,517

$57,517

$56,766

$56,766

$55,881

$55,881

$54,951

$54,951

$53,903

$53,983

$52,875

$52,075

$51,731

$51,731

$50,450

$5o,45o

$49,14S

$49,145

$47,712

$47,712

$46,266

$46,266

$44,687

$44,G07

$43,000

$43,008

$41,306

$41,306

$39,406

$39,406

$37,388

$37,380

$35,369

$35,369

$33,231

$33,231

$30,920

$30,928

$20,503

$20,503

$25,956

$25,956

$23,289

$23,289

$20,500

$20,500

$17,500

$17,500

$ 14,375

$ 14,375

$11,000

$ 11,000

$7,500

$7,500

$3,875

$3,075

$2,585,000 $2,423,374

Total Payment
Less Lease

Payment

$59,407

$99,407

$58,883

$103,883

$58,222

$ 103,222

$57,517

$102,517

$56,766

$106,766

$55,081

$105,881

$54,951

$104,951

$53,983

$108,903

$52,075

$107,075

$51,731

$111,731

$50,450

$110,450

$49,145

$114,145

$47,712

$112,712
$46,266

$116,266

$44,607

$114,687

$43,088

$110,000

$41,306

$121,30G

$39,406

$124,406

$37,388

$122,388

$35,369

$ 125,369

$33,231

$128,231

$30,920

$130,920

$20,503

$ 133,503

$25,956

$135,956

$23,289

$ 130,289

$20,500

$140,500

$17,500

$ 142,500

$14,375

$149,375

$11,000

$ 151,000

$7,500

$ 152,500

$3,875

$150,875

$5,008,374

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$6s,ooo

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,0DD

$65,000

$65,000

$65,DDD

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$66,000

$65,ooo

$es,ooo

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$65,000

$4,030,000

Net Period
Payment Due of

County

($5,593)

$34,407

($6,117)

$38,883

($6,779)

$38,222

($7,403)

$37,517

($8,234)

$41,766

($9,119)
$40,001

($10,049)

$39,951

($11,017)

$43,983

($12,126)

$42,875

($13,269)

$46,731

($14,550)

$45,450

($16,055)

$49,145

($17,208)

$47,712

($10,735)

$51,266

($20,313)

$49,607

($21,913)
$53,088

($23,694)

$56,306

($25,594)

$59,406

($27,613)

$57,388

($29,631)

$60,369

($31,769)

$63,231

($34,073)

$65,928

($36,498)

$68,503

($39,044)

$70,956

($41,?11)
$73,289

($44,500)

$75,500

($47,500)

$77,500

($50,625)

$04,375

($54,000)

$86,000

($57,500)

$07,500

($61,125)

$93,075

$978,374

FY Payment
Due of County

$28,814

$32,766

$31,443

$30,035

$33,532

$31,762

$29,902

$32,967

$30,750

$33,462

$30,900

$33,290

$30,424

$32,531

$29,374

$31,175

$32,613

$33,813

$29,775

$30,738

$31,463

$31,855

$32,005

$31,913

$31,570

$31,000

$30,000

$33,750

$32,000

$30,000

$32,750

$970,374

16-Mar-05 RSA



County of Floyd, Kentucky - Series 2005A General Obligation Bonds
Assum tions:

Average Fixed inlerest Rate:
Term (years):

Annual Lease Payment of Water District:

Average Annual Count Pa ment:

4 82%
30

$ 140,000

$21,560

Payment Date

01-Dec-05

01-Jun-06

01-Dec-06

01-Jun-07

01-Dec-07

01-Jun-08

01-Dec-08

01-Jun-09

01-Dec-09

01-Jun-1 0
01-Dec-10

01-Jun-11

01-Dec-11

01-Jun-12

01-Dec-12

01-Jun-13

01-Dec-13

01-Jun-14

01-Dec-14

01-Jun-15

01-Dec-15

01-Jun-16

01-Dec-16

01-Jun-17

01-Dec-17

01-Jun-18

01-Dec-18

01-Jun-19

01-Dec-19

01-Jun-20

01-Dec-20

01-Jun-21

01-Dec-21

01-Jun-22

01-Dec-22

01-Jun-23

01-Dec-23

01-Jun-24

01-Dec-24

01-Jun-25

01-Dec-25

01-Jun-26

01-Dec-26

01-Jun-27

01-Dec-27

01-Jun-28

01-Dec-28

01-Jun-29

01-Dec-29

01-Jun-30

01-Dec-30

01-Jun-31

01-Dec-31

01-Jun-32

01-Dec-32

01-Jun-33

01-Dec-33
01-Jun-34

01-Dec-34

01-Jun-35

01-Dec-35
01-Jun-36

Totals;

Coupon

2.62%

2.94%

3 13%

3.34%

3.54%

3,72%

3.87%

4.03%

4.16%

4.27%

4,35%

4.41%

4 45%

4,57%

4.75%

4 75%

4.75%

4 75%

4.75%

4 85%

4.85%

4,85%

4.85%

4.85%

5.00%

5.00%

5.00%

5.00%

5.00%

5.00%

Principal
Payment

$40,000

$45,000

$45,000

$45,000

$50,000

$50,000

$50,000

$55,000

$55,000

$60,000

$60,000

$65,000

$65,000

$70,000

$70,000

$75 000

$80,000

$85,000

$85,000

$90,000

$95,000

$100,000

$105,000

$ 110,000

$115,000

$120,000

$125,000

$135,000

$140,000

$ 145,000

$155,000

Interest
Payment

$59,407

$59,407

$58,883

$58,883

$58,222

$58,222

$57,517

$57,517

$56,766

$56,766

$55,881

$55,881

$54,951

$54,951

$53,983

$53,983

$52,875

$52;875

$51,731

$51,731

$r50 450

$50,450

$49,145

$49,145

$47,712

$47,712

$46,266

$46,266

$44,687

$44,687

$43,088

$43,088

$41,306

$41,30G

$39,4QG

$39,406

$37,388

$37,388

$35,369

$35,389

$33,231

$33,231

$30,928

$30,928

$28,503

$28,503

$25,956

$25,956

$23,289

$23,289

$20,500

$20,500

$ 17,500

$ 17,500

$14,375

$14,375

$ 11,000

$11,000

$7,500

$7,500

$3,875

$3,875

$2,585,000 $2,423,374

Total Payment

$59,407

$99,407

$58,883

$ 103,883

$58,222

$ 103,222

$57,517

$ 102,517

$56,766

$106,766

$55,881

$ 105,881

$54,951

$104,951

$53,983

$ 108,983

$52,875

$107,875

$51,731

$ 111,731

$50,450

$ 110,450

$49,145

$114,145
$47,712

$112,712
$46,266

$ 116,266

$44,687

$114,6S?

$43,088

$118,088

$41,306

$121,306

$39,40G

$124,406

$37,388

$122,388

$35,369

$125,369

$33,231

$128,231

$30,928

$130,928

$28,503

$133,503

$25,956

$135,956

$23,289

$ 138,289

$20,500

$140,500

$17,500

$142,500

$ 14,375

$149,375

$11,000

$151,000

$7,500

$ 152,500

$3,875

$158,875

$5,008,374

Less Lease
Payment

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$?0,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$70,000

$?0,000

$70,000

$4,340,000

Net Period
Payment Due of

County

($10,593)

$29,407

($11,117)
$33,883

($11,779)
$33,222

($12,483)

$32,517

($13,234)

$36,766

($14,119)
$35,881

($15,049)

$34,951

($16,017)

$38,983

($17,125)

$37,876

($18,269)

$41,731

($19,550)

$40,450

($2Q,855)

$44,145

($22,2SS)

$42,712

($23,735)

$46,266

($25,313)

$44,687

($26,913)

$48,088

($28,694)

$51,306

($30,594)

$54,406

($32,613)

$52,388

($34,631)

$65 389

($36,769)

$58,231

($39,073)

$60,928

($41,498)

$63,503

($44,044)

$65,956

($46,711)
$68,289

($49,500)

$70,500

($52,500)

$72,500

($55,625)

$79,375

($59,000)

$81,000

($62,500)

$82,500

($66,125)
$88,875

$668,374

FY Payment
Due of County

$18,814

$22,766

$21,443

$20,035

$23,532

$21,762

$19,902

$22,967

$20,750

$23,462

$20,900

$23,290

$22,531

$21,175

$22,613

$23,813

$ 19,775

$20,738

$21,463

$21,855

$22,005

$21,913

$21,578

$21,000

$20,000

$23,750

$22,000

$20,000

$22,750

$668,374

16-Mar-05 RSA
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BEFORE THE STATE LOCAL DEBT OFFICER OF KENTUCKY

In the Matter of
CASK NO.

PETITION FOR APPROVAL OF STATE LOCAL DEBT OFFICER
PURSUANT TO KRS 66.310 WITH RESPECT TO ISSUANCE OF
$2,585,000 (WHICH AMOUNT MAY BE INCREASED OR
DECREASED BY AN AMOUNT NOT TO EXCEED TEN PERCENT)
OF ITS COUNTY OF FLOYD, KENTUCKY GENERAL OBLIGATION
SUPPORTED REVENUE BONDS, SERIES 2005A.

The Petitioners, COUNTY OF FLOYD, KENTUCKY, apolitical subdivision ofthe Commonwealth
of Kentucky, acting by and through its Fiscal Court, as its governing body (the "County" ), respectfully
tenders to the State Local Debt Officer of Kentucky this Petition for the approval of:

Approximately $2,585,000 (which amount may BKINCREASED OR DECREASED BYAN AMOUNT
not TO exceed 10%) of its county of Floyd, Irentucky general obligation SUPPORTED REVENUE
bonds, series 2005A [the "2005A bonds" or the "bonds"']

Now comes the Petitioner, the County of Floyd, 1<entucky (the "County" ) and states:

1. That it is a county in the Commonwealth ofKentucky and as such is a body corporate, with power
to contract and be contracted with, to sue and be sued.

2. That the County has determined that it is in the public interest and for the public benefit that it
is necessary and desirable to assist in the financing ofpublic water line extensions and improvements in the
County (the "Project'").

3. The Fiscal Coutt of the County has determined that the County Judge/Executive should seek the
approval of said State Local Debt Officer for the participation by the County in the financing plan where
the aforesaid County will issue its General Obligation Supported Revenue Bonds, Series 2005A in a principal
amount of approximately $2,585,000, (which amount may be increased or decreased by an amount not to
exceed 10%). A copy of the Ordinance by which the Fiscal Court proposes to approve the plan of financing
and General Obligation Bonds will be provided on or before the hearing.

4. Under the provisions of KRS 66.310, the County of Floyd, Kentucky cannot enter into such
obligations without first obtaining the approval of the State Local Finance Officer.



WHEREFORE, the Petitioner, the County ofFloyd, Kentuclg, prays on behalf of itself and its Fiscal
Court, that the State Local Debt Officer approves the County of Floyd, Kentucky entering into such
obligations and approves the issuance by County of Floyd, Kentucky of such General Obligation Bonds,
Series 2005A, in an approximate amount of$2,585,000 in accordance with the provisions of the County Debt
Act as provided by law, and for such other relief as it may appear to be entitled,

I, Paul Hunt Thompson, certify that I am the duly qualified and acting County Judge/Executive of

the County of Floyd, Kentuclg, and that I have read the foregoing Petition and that the facts stated therein

are true to the best of my lmowledge and information and belief.

IN TESTIMONY WHEREOF, witness my signature this day of , 2005,

County Judge/Executive

County of Floyd, Kentucky
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LEASE AGREEMENT

FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES
CORPORATION

gttd

COUNTY OF FLOY9, KENTUCKY

eeeee ~ ~ ee

Dated as of;

October 15,2001

ybe interest of the Floyd County, Kentudty Pubtto Properties Cotpoanion In snd to thb Lease hss

been assigned ta Ctgsens Nettanel geaK ss Trustee of the tttltt ctested by n eetudu Mottgege Deed

ofTrust hy end between tho Ttustee sad the Floyd County, Keauteky Pubiia Ftopatttat Catpottnlan,

dated ss of October lK goo I,
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Buuh

LEASE AG

1bis LEASE AG (the 'Lasso") is msdo, «ntmcd into snd clfcctivc as of th» 15a dsy of
October, 2001, by snd among Sm FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES
CORPORATION, a public nonproiit, nonstock 'ganizcd sad existing under the laws of tho
Commonwealth of Kentucky for the purpose of scivhg as sn sgenoy and hummncntsllty of the County in
the financing ofpublic, govemmenud projects in and for the Cmmty (tho "Corporation"); snd the COUNTY
OF FLOYD> KENTUCKY (tho "Co~, s t(0 jggt body poHtlc aml political subdivision of tbc
Commonwealth ofKentucky acting by and through its Fiscal Comt.

WHEREAS, tho Corporation is a nonprofit, nonstock public and govcmmental corporation duly

oqpmizcd under and existing by virtue of thc laws of thc Commonwealth of Kentucky for the purpose of
serving u the agency and insnunentality snd tho constituted suthmity of the County in financing the
construction and instalhttionofnecmsmypublicgovemmentslprojectsforusobytheCounty infurthersncc
ofthe pmper publfo purposes ofthe County;

snd'HEREAS,

the Corporation hss> at tbc dbcction of tbo County, heretoforo authorized its Floyd
County> Keotucky Public Ptu pergcs Corporation First Mortgage Reveaua Bond Anficipstlon Notes
Project), Series 2001, Iu a prhcipal amount of approximately Two Ml!ion, Ono Hundred Seventy-five
%iousand Dogars ($2,IV5,000) (tbe "Notes"), and its Floyd County, Kantnchy Public Prupcrtiee
Corporation Firtrt Mortgage Revenue Bonds (Water P reject), Berks 2003, (or such other series as msy
horesiter be determined by tho Corporation) in the prlnolpsl amount of $2,175,000 (tho "Bands") out of
which the Notes wiU be paid; said Notes or Bands sm boing Issued In order to finance all ore portion of the
construction and lnsnd lotion ofwstcrth>m in the County (the "prujocp); aud

, the bormwlng by the Corpomtion of tho amount mpresentcd by the Notes or Bands,
tbo sppilcsfion of the prooeeds of the Notes or Bonds to the purposes aforesaid, and the miecution snd
delivery by its officers on its behalf ol'he Notes or Bonds as boroinsltar sct forth, evidencing the
indebtodnessofthcoorporudon, andtheexccifflon,acimowlodgmontsnddellvc>ybyitsoificcrsonitsbehalf
of the Mortgage or Second Mortgage, heehhdicr identified, for securing the payment themof, hss bosn
authorbzxi and directed by Resolutions of tbo Board ofDirectcm of the Corporation at mcefings duly celled
and hold for the purposes of authorizing tho Notes or Bonds tu whirh times the Board ofDhectors of the
Corporation voted, ordrecd end directed the Issuance thereof voted for the adoption ofsrdd Resolutions as
set fortb in the record» of the Corporatit>n snd authorized snd approved the execution ofMortgagos, thb
Lease and tho Issuance of the Notos or Bonds,'nd be paid oif with Bonds proceeds upon issuance of the
Bonds, snd

, the Notos sre to be bsued for the pu>pose of allowing the County to construct snd
instafi wstcrlincs within the County, said Notes tobe bsued in anticipation of the Issuance of the Bonds; and

WHEREAS, tho Notes are to be bsu ed pursuant to the authority ofa Mortgage Dead ofTrust, dated
October 15, 2001, misthtg solely to Iho Notes, but secured, in pwt, by the assigrunent of thc Rentals and
Pledged Receipts identified iu thb Lease; snd

, Iho Bonds mo to bo issued pursuant to tho suthorhy ol'a Second Mortgago Dcod of
Trust, which will bo executed snd catered into at the time of the issuance of the Bonds, a portion of the
pmceeds fmm which Bonds wilt bc used to retire the principal, snd accrued interest on tho Notes'I and
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, tho Corporation and tbo County have enterod into this Lasso pursmmt to which the

Corporatlon has, at thc direction of tho County, agreed to authorize snd Imue the Notes or Bonds to psy the

costs of the pmject, and

, it is appropriate at this time, pursuant to the direction of the County, that this Lease

by snd among tho patties so Sat the pmject may be financed and completed forthwith;

NOW, THEREFORE, IN CONSIDERATION OF THESE PREMISES AND IN FURTHER
CONBIDERATION OF THE ISSUANCE BY THE CORPORATION OF PLOYS COUNTY,
KENTUCKY PUBLIC PROPERTIES CORPORATION FIRST MoaTGAGE REVENUE BOND

ANTICIPATION NOTES {WATERPROJECTI, SERIES 2001 IN h PRINCIPAl, AMOUNT OF
APPROXIMATELY TWO MILLION, ONE HUNDRED SEVENTY-FIVE THOUSAND DOLLARS
(82,175r000) (THE "NOTES+AND ITS FLOYD COUNTY KENTUCKY PUBLIC PROPERTIES
CORPORATION FIRSTMORTGAGE BONDS{WATERPROJECTbSERIES2003,IN
THE PRINCIPAL AMOUNT OP 02z870/800 (THE '"BONDS "},FROM WHICH THE NOTES WILL
BEPAID> THE CORPORATION AND THE COUNTY MUTUALLY COVENANT AND AGREE AS

FOLLOWS t

. Unless the contest clearly Indicates somo other meaning, tho Mowing
words and terms shall, for sll pmposes of this Loses, have the following moanlngs:

"ik(IL shall mesa Sectkn 58.180snd Sections 273,161 to 273390, inclusivo, and 8867,080 and

67,083 and )58,010 to 58.!40of tho Kentucky Itcvbcd Statutes, ss tbo mmc may fimn timo to time bc

amended.

'hall mean and refer to any bands Issued afier tho dsto hereof whkh shs!I

be on a parity as to security and scnuce ofpayment with tbo Bonds and which arc issued in order to complete,
amond, sltor or modify the pmjeet and/or to roibod a pordon of ths Bonds thoo outstanding.

"shall mean, with respect to tho Corporafion, thc Chairman, president,

Socretary and/or Treasumr, and any other of its mcmbns, ofiicers, agents or employees duly authorized by

resolution of tho Corporation to perform tho act or sign the document In qucsfton, and, with respoct to tbo

County, thc IudgelBwcu0 vs and sny oificcr, agent or em ployoer duly

authorized

b or dinanco or reset ud on

of thc County to perform tbe act or sign tbe document in quo stion.

" shall mean Coz, Bowling dt lohnson, PL3.,C.,Lczington, Kcumcky.

"shag mean tbc mgistrar for tbe Bonds so designated in tho Mortgage,

" aud "~"m "gjIrbm" shall mean the person ln

whoso name s Bond or Nota is rcglstmed or tho Bcncficiat Owner thereof.

"~'abaft moan any oftho$ 2,175 Md prhclpai amount(plus or rninm 1038jofployd County,

Kentucky public properties Corporation First Mortgage Revenue Bonds (Water projcctb Series 2003, and

sny Additional Bonds.

" shall mesc a document signed by sn Authorized Olficcr of tho Corporsdon ortho

County attruting to or acknowledging tho cucum stances or other m sums therein rtstod.
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"gQQg" shell mean the lntornsl Revenue Code of 1086, as ameoded, and applicable Rogulagons
promulgated thereunder,

II S
Deed of Trust.

"means drat portion of thc pea joct aud pmject Sito utilizod by tha County.

"shall mesa the Constructioe Fund wasted punruant to the Mortgage

II "shall mean Floyd County, Kentucky Public Proprstics Corporation, a nonprofit,
nonstock public corporation mganiacd and exhting under tho Act and Kentucky hw, inc!udhrg psrticubrly
Section 58,180and Soctions 273,10I to 273390, le clue ivo, of tho Kentucky Revived Stahdes for the pmpose
of acting on behalf of tho County In Gnancing tha Project.

" shag mean thc costs of issuing the Bonds.

II p " shall mern the account so daslgnea:d which is estsblhhed snd
crested pursuant to the Mortgage or Second Mortgage,

shag mean the County ofFloyd, Kcruuelry, s po!itic el subdivi sion ofthe Conunonwcalth
of Kentucky, acting by and tluuugh lts pineal Comt,

II 'hall'ean sny bank or tnnt company hr which. monoys hr any Fund. msy bc
deposited pond ing the application of such moaoys for the Project or thc paymcats on thc Bands,

"means the"
attached to the tease which shall bo executed by thc County to etfcct tba wire

traur far of Rentals due fmm tho County hcmundar directly to the Trustee under the Mortgage ur Second
Mortgage,

or
of then, ss nmy be appropriate.

"shall mean the Trustee, any Depository or Dcposltorisn, or sll

~"shall mean, collectively„all funds and accounts enabllshad pursuant m tho Mrstgsge or
Second Mortgage

shell elect 'the obllgsdons lmd tuvasunents IdcntlSed ill the

"irjlrhSR" shall mean this Lease Agrccmeet eeteel into by and between the County and the
Corporation, dated October 15,2001.

" shall mean tho Mortgage Deed of Trust dated as of October 15, 2001, by and
bctwecn the Corporation snd thc Trusteo whweby thoro is assignod to tha Trustee for the bcnefn of the
Ownem of the Notes, all of tho rights of tho Corporation arising In and by vimm of this tease, and Incindhtg
without limitation all of tbo Pledget Receipts,

pursuant to the Mortgage.
'hall mean the account so designated which Is cstablished and created
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Pagh

"jgggR"shettmesnthe$ 2,175000(ptusormlnus1(%)Floyd County, KeutuckyPublicPnqxsties
C First Mortgage Rovenuo Band Antlcipatlon Notes (Water prcjeCt, Serics 2001.

8 "whoa used withmfcrcncatothe Notes or Bonds, or any Additional Bonds, shall

mean, as of any date, all Notes m Bonds thoreto fore or then being authenticated and delivered under this

Mortgage, except:

(l) Notes or Bonds canceled by the Trustee st or prior to such date;

(d) Notes or Bonds (or portions thereof) for the payment or redemption ofwhich thoro shall be
hold lo trust under the Mortgage (whethor at or prior tu msturiq or redcsnption dsto) (a)
cash, equal to dto principal amount or mdemptlon prico thereof, as tbe case msy bo, with
intorest to the dsto ofmaturity or redemption dato, or(b) Invesnucnt Obligations as defined
in clsuso (i) of the deflnltion oflnvcsmtent Obligations, in such principal amounts, having
such msturitles snd bearing such interost, which, together whh cash, tf any, shall bo

saEctcnt to pay when due, the principal amount or mdcmption price, as the caso may be,
with intorest to the dstu

ofmaturityor�redemption

dat;pmvided thstifsuchNotos or Bonds
are to bo redeemed, notice of such redemption shall have been given as in the Mortgsgo
provided, or provhlon satisfactory to tbe Tmstoo shall havo been made for the giving of
such nodce;

(iii) Notus or Bonds in lieu of or in substitution for which other Bonds shall havo been
authenticated and degvemd pursuant to this Mortgagol sud

(iv) Notes or Bonds deemed to hsvo been paid as povtded In tbe Mortgage,

" shall mean Citizens National Bank, and any bank or trust company hereafter
designated, and its successor or successors hereafter appointed, as paying agent for tho Bands.

shall mean or words importin pawns shall mean itrmn auocistions, pertnersbips joint
vcnturos, soeiotios, estates, trusts corporations, public or governmental bod!es, othsr legal eutitlos and natural

penmnn

(i) shell mean all lease Rentals psM to or upon tho order of tho Corporation pursuant to the

Lonrc, inriuding both tbneiy end dclbtqucnt payments with late charges, ifany;

(ii) shall mean snd includo ony and all appmpristions and payments made to the Corporation

by the County or any otbor unit of govomment to the extent not otherwiso rcquirod to bo

appliod, nor otherwiso committed and budgeted by the Corporation during any fiscat period

ofthe Corporation;

(iii) shall mean ell htorost cerned and gains realized on Invostmont Obligations unless tho

Mortgsgo Deed of Trust speolfically roquhes such interest earned and gains realized to
remain ln a pard cuter fund or to bo transferred to a particular fund',

(lv) shall mean aud include ell rights sristng under any construction agreemcnt for tho water

pipeline snd tbe Lease, including, but not by way of limitation, the duty of the County tu

continuously operate, maintain, insure, replace sad mnew the project dmtng thc tenn ofthe
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Lease and dunng any renewal tenue thereof,

(v) chait meso and lncludo all amounts in all funds and accounts created hannmder, Including

capitalized internet; provided lhat tbe amount in the Rebate Fund shall nnt consgtnte

Pledged Recelpnr, and,

(vi) shall mean snd hmlude any amoums rcagsod flom tbc foreclosure and decrotal sale of the

Pro)oct

delI mean tho construcben and 'nsndlstlon of wamr lines vdthin tha Connty and thc

operation of a water distribution system in Floyd County, Kentucky.

"shall mean thc real estate or'essomont upon which tho waterlines or pipolines sre
located as described in an Sxhil>it to thc Mortgage or Socond Mortgago.

" shall mean the fund so designated, which ls ostablished snd created by the

Mortgage or Second Mortgage.

"'sitaif mean and'refer to sny bcrabr Issued iry tlur Cmpmstiotu the County.

or successor corporsflon, tho intorest ofwhich ls exempt flom taxation and tho proceeds of which aro used

to reflmd or rofinaoco the Bonds,

"means the dates spec!i!cd in thc Losre.

"or "means the psym ants due Bum thoComuy under this Lease

in the annual amount of principal and interest payments, mcluding any premiums plus costs,

" shall mean tbe Remhtlon duly adopted by tho Corponukm authortiing the

Bsusnce of thc Bonds end the execution and delivery of tbe Mortgsgr. Deed of Trust cnd tbo Lease, and

stating the intent of thc Carporadon to issue tho Bonds.

"shall tacan tho Mortgage Deed of Trust to bc dated as of tbe date of the

Bonds, by end between tho Corporation snd the Trustoe wbcmby thoro is assigned to tho Trustee for tho

beneflt of the Owners of the Bonds, ail of the rigbts ofthe Coqxuction arising in and by virtue of this Lcaso,
and including without limitation all of tbc Pledgod Receipts,

c " shell mean the fled so designated for psymrmt ofpribclpsf of and' tercet'on,

end premium in respect of the Bonds, which Is established and crested pmsusnt tu tbo Mortgage or Second

Mortgage.

"shel I moan Citizens N ationsl Bank, its successor or succossors, and any other banking

oorporation wldcb msy at any timo be substituted h its plsco pursuant to this Mortgage.

Tbe Corporation, having bosn duocted tn lssuo tbe Notes or Bonds for tho

Gnancing of the Ptu]cct fcr snd on behalf of the County, hereby acknowledges that it is acting pursuant to
the Act for and on behalf of the County, and as the agency snd instnunentality and constituted authority of
tho County in canyicg rmt such actions pursuant to tho Isws of tbo Commonwealth,
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Tn order to provldo interim financing for the pmject and specifically to provldo financlng for tbc
constsucflon of pipolines and the acquisition ofreal estate or easrmcnts necessary for the development and
consuucflon of the project, the Corporation tue suthorlxcd its Notes ia the prisripsl amount of$2,175,000
(plus or minus I(%) sll iu acccwlsnoe widt tho tenne snd provisioa ofa Mortgsgo Deed ofTrust, dated as
of October 15, 2001. Funber, In order to provide flmds for the finsncing of the Projecb the
Corporation has authorised the issuance of its Brmds ln the ptinel pal smouat of$2 175 000 (p!us or minus
10%)all In whh the terms and provisions ofa Second Mortgage Daod ofTrust, to bo dstod aflnr
the date hereof tho proceeds Qom which Bonds wgl be used, In part, to psy the principal and interest on tho
Notes and tcrcaiter Qre remaining oosts and expenses of tho development and construction of tho project.

In connectlon with the issuance of the Notes or Bonds, tho
Corporsrion hereby destgnstm the Coumy as its agent for all purposes of tho project including, but not
limited to;

(I) acquiring real estate or easements for the project;

(ii) causing the planning and design of the Pmjoct snd approval thereof by all applicable
regulatory agencies;

(iii) causing construction bids to be sccunxl in mspect of the project with due mgard to the
provisions of Kenmeky lsar,

(iv) entering hlul construction agroclllccts wtth respect Ihercm; slid,

(v) opmntlon and msintcnsnee of the water system and project including, but not Ihnlted to,
pmviding water service, billing snd ovendl management of tho Project and water
distributloa system in Floyd County, Kentucky.

(vl) for the perfonuanoo of all other duties ceruunsriiy incident to thc foregoing provisions of
sub paragraph (i), (ii), (iii), (iv) and (v),

Ar ti one taken by the Cou sty in such rosp acts ere expressly afflrmed end rstifiod by the Corporation.
Tbe County covenants and agrcos that the Project shsll st all times be occupied and used by it during the term
of this Lasso solely for pubflc, govommcntsi purposes,

In ordor to socure the payment of principal

of, Interest on, end pnnnium, If eny, on the Notes, the County directs that the Corporsflon execute thc
Mortgage to the Trustee for the recurity, benefit and protecflon ofthe Owners of the Notes, as a

first

priorit
mortgago lien upon the project Site, together with ell Improvements ~and installed thoroon

consthuting thc project {auld sito being identliiod in Bxbibit "A"attached to this Lease) and Qtst pursuant

to said Mortgage sfl rights, tiflo snd Interest of tbo Coqnnation in and to this Lasso, thc procoeds of tho
Notes, the project Sito, the project, the pledged Receipts snd all payments to bo made by the County pmsuant

to this Lease shall be esslgned by the Corpomtioa to thc Trustee,

Upon the exocution and recordsflon of the Second Mortgage, as provided horein, and tho full and

flnsl payment of sll principal snd interest on tbe Notes Qmt hss been paid Item Bonds pmceeds, the lien
crested by the first Mortgage Deed ofTrust shell be rolosrcd and tho lien created by tho Second Mmtgagc
shall establish a fimt priority mortgago lien upon the project Site, together with all impmvements constmcted
snd hwtal led thereon constituting tbe Project
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The Countyhsrobyconseatstoauchasslgnments, scceptsnodccofssldssslgumoutsandthcCounty
covenants snd agrees tu msho tholr Rental Payments iu tho amounts homin stipulated, dhoctly to said
Trustee, so that the ssme may be roocivcd by said Trustee for thoowners forsppllection in strut acconhmce
with the terms mui pmvislons of the Mortgage. This Lease msy be sndgned by tho Corporation to tho

Trustee of any Notes or Bonds Issued to refund or dofcsm tho Bands or Second Mortgage ss the caso may
be, Issued ailor tho dsto hereof, sad further pmvided thm neither tho term of this Lease nor tho tern ofthe
Notes or Bands shall bo oxtendod:

Tho County horoby agrees that as to the Trurtco, their obligations to msht payments herounder shall

be sbsoluto snd unconditions! (subject to the rights to rceevr, as herein set forth}, aed shall not be subject
to sny defense or any right of setM, cuuntcmhhn or roooupment arishg uut of auy breach by the
Corporation ofsny obligsgun to the County, whether heremder or otherwho, or out of any indebtedness or
liability starry t'nmrowlng tothoCountybytheCorpersriorx ooherebydltectsthoCotmtyand.
the County horeby tqpucs to pay directly to Trustee sg of said Rental Psymerus paysbhs by thea pursuant

to this Lasso,

County hereby Icssos from the Crcporstion snd the

Corporation hereby !cases to tho County, the project Site, doscribed in Exhibit "A",and dw project, for an

initial poriod fram tho date ofthis Lease until fune 30,2dp2, or such seri icr dam in the event the Bonds mu

issued and the proceeds thorcof aro used lo mtire the prindpsI and Interest on the Notes, The County shell

have tho right to renow this Lease, so long as the Notes me outstanding in vilth the terms aud

pmvisions otherwise set forth in this Lasso,

It is tho stated intention ofthe pmties hereto that the proceeds gvxn the issuance ofthe Bonds shall

be used, In put, to pay the principal and IntcrustoatheNotos, tbe Paries syeehtg that tho acquisition of the
real estate Is intended for end constitutes a part of tho Pmjoot.

As consideration for the '!esse of the project and project Sim, the County agrees to pay Rentals In
an amount equal tu the annual prmeipsl snd Interest (including eny premium} duo an the Notes or Bands ss
sct forth In Exhibit "B",which is an amortization schedule fordm peymcntuf princlpsl snd iutcrtuton tho

Notes. Rentals shall bo paid at least one(1) business dsy before the due date of sny psymoet of Interest,

princ! psl. or premium, ifsny. Rennds maybe sd!usted to re !lectany cost m expcnscs widch the Corporation

mey incur wh!ch shall bo sn obiigsrion ofthe County,

Tho Rentals shall be psyablo directly to the Trustee.

In sdditloa to tbe Rentals, Couaty egrcos to psy for
proputy hsursnce on tho project, The Counly provides that all uuausble improvements presently cxisthtg,
snd all insurablo Improvements to bo constructed and located upon the pm)act Site, mo Insured to the full

Insursblo valuo thcrrof against sl! cssusltios, In good snd solvont insurance companies (with standard

comprehcasivo covers go endorsement h eluding rental interruption
'mr ursnco, ifsoy, m an smouutsuIBcicnt

to psy the nuurimum principal of and intmest coming due ou the Bonds during sny lease period in tho ovcnt

of damage or destruction to the project rendering gm pmject unusccble by County for its intended puqmsos
during a msxhnum reconstruction or repair per!ed) I end tho County wiii mshe said policies payable to the

Corporsriou and the Trustee as thoir 'ntwcsts msy appear, erasure ss!d poIIcics tube endorsed
In an appropriat manner so that in the event of lass the proceeds thereof wil! be psysblo to gto Couaty, tho
Corporation, end the Trustee, as their ntcrcsts msy spposr,

'ihe County agrees to msusgo the
Pmj act snd operate tho water distribution system snd all equipment snd pl pc lines,,to mamtsin sad repair the
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same at the expense of the County tokeep all equtpmcnt and improvements themcm In goad repair, wmking
mdcr sad fustwlmscnnditien, snd to zelum the same is as good condition as when received, ordlnmy wear
and tsar, aceldental damage by the elements, and other tmsvokbtbtc cssuaMes axcoytad, Tho County further
agrees lo pay sny and afi lmpmvemont ammcmoats of any kind whatever agahst said proportlos hcaeby
leased. qha County hss end docs hcmby covenant for tbc beneifi of thc Ownem from tbnc to time of the
Notes or Bonds, that it will;

(i) causa the project io comply with slate, local mul federal regulations applicable thereto;

(ii) opemte, msnsgo, maintain snd repair tho pmjccq

(lii) adequately insum the project against casualty loss, wfih any Insurance policies to name the
Couiuy, tbc Corporation aad the Trmice as beneficisrics, as their interest may appear,

In the event estruction, total or pattie! shall

ensue, them shall

first

b appficd afi proceeds of Insurance ss sbefi be necessary to fully rescoro and repair
the pm)eat to make tba project suitable for ks intended use wbhin twmty-faur months oftho date of such
damage or desiructkm, So iongasihe County Isconrineingwlththe repcdr and rctcratlcm of theProJect snd
the project can coatinuc to bo used for its intended purposes, tho County agrees that they will bo bound by
the terms ofthis Lease and wiB ocatinuo to psythe Rcnmls homin sfiputstcd to tho Corponuion. In tha event
the pmJect cannot be repaimdormctmcdtomskethepmject suitable for its intended use wlddn twenty-four

months of the dsm of damage or destrucgon, ail proceeds of Inmranca coverage will be applied to the
discharge ofthe Notes or Bonds, subject ta the ymvisions ofthe Mortgage,

Subject to the pmvtsions of
Section I0 hereof County agreca to relinquish tho Project without sny demand snd withcwt any not@a at the

oxp irstlon oftbe inifial tenne endhg tune 20, 2002, and the Comuy sgmss to keep tho project in goad repair
and avoid any dsmsga to thc same (nther thea ordinary wear and teen) during the occupancy themof by tbo

County,

(i) On Iuiy I ofeach year,this Lease may bcnmowed by the County for another perio of one

year, provld cd that Iftha Lease Is so renewed, tbc Iteutsis for each such poriod during which
this Lease rcmsi'ns in afiocr, ac mgsnfs tfrc Cmmty, shsB'c s sum equal to tbc amounts set
forth in 'his Learn muewal shafi sutomsfically be considered to havo been

nfgrmativeiy exemtsed cach year by theoounty, unless notice of its electtonnot to exerclso
the option for the period be given by thc Conniy to the Corpomtkm and the Tmstce in

writmg at least 69days prior m tbe mnewsl date hereof.

(B) Actions taken by the Cocmty pursuant to this Lease in mspcct of operathcg, managing,
meintahtng and insuring the project shafibocmrled nut in smanner consistent wiih acrions
taken h respoct of similar facifitles ofthe County, snd evidence thereof shall be fiunished

snnusfiy by the Coanty to tbe Trustee, AB Rentals psysblo ln each year (if this Loess is
renewed fm such annual pericds as heroin pmvided) shsfi bo payable to tho Corporation by
tile Cocmty ih s sutn aquatic tfie amount oftbe scmflUlnusf fntarccu payments d'cm during
csrh year and the principa amount of tbe Notes or Bonds maturing dming each year in

Immcdtsmiy avcdlsbkr fimds st least one (I}business dsy prior to tha date for which a
payment of interest or piinclpsi is duo on dte Bonds directly to the Trustee, It is nmv

anticipated that the Rental payment shaB be effected by wire transfer.
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Following tbe Inbhd lease period for
tho County Date until June 30,2002, nothing herein contained sbsfi bo coostruod ss bladhg the Coumy for
the payment of tho Rcntsb as sot forth shove beyond the Rcntsis for the cuncnt srmus/ perbxl, bot said
County shall In each annual renewal period become mdcbtcd to the Corporxdon fix such period only upon
the oxerciso of its option to mncw as provided benin,

During tho hdtial term of this
Lease sad during each tenn for which it may be rcnevnxk the County shall have fufi possession, contml and
operation of the Project xcd tho Project Slto, snd the County agrees that it will, at Bs own expense, snd
opersm tho sama or csuso the steno to bc operated according to acceptable public smsdsrds snd In such
manner as to promote and preserve the pu kilo ssfoty, health, coaveu ienco, prutoction mxl genoml we!fern of
filo blhsbltsrlts of tile County.

lt is further specificsl ly agreed tbst the County may, at
sny time, scqube title to the Projoet fico and clear of tho gea of sny Mortgsgo which socums tbo Notes or
Bonds of tho Corporation, by giving the Cmpomtion snd the Trustee st lwwt 60 days notice ht advance, in

writing, of its intention to pmchmc thc Pmject eud by paying to the Trusteo for thc Bondbo!dom or
Notoholders, an or bcforo tbo date set forth In such notico, s smn cqaal tu tbo principal, interest snd
redempdon premium which the Corporation will bo obligated tn psy lf it calh sll of the outsumdhtg Nates
or Bonds for redemption on surh date, togothor with s fmther sum equal to the expenses which the
Corporsdon and the Trustee msy incmh csllingsB ofthe Outsbmding Notes or Bonds for payment on said
date. Upon the happening nf any such ovont snd the issuance by the Trustee of sn appropriate certificsto
evidencing the payment snd retirement or defesssnco of sl! Notes or Bonds, the Ooporstiun shall

immodistoly convey sll its right, title and Interest in the Project to the County, foe snd c!esr ofsl! liens end
encumbrances crested by snd under any Mortgagw

Notw' 'ere'mtuthccuutrsry the County reserves therigbtst all'times during the
term ofthis Lease, to obtah unencumbered title to the Project by dcposlfiog Into tho Shtking Fund or Noto
payment Fund, moneys sufficicnt to pay all principal, pmmium, ifany, snd interest oaths Otsumding Notes
or Bonds to s permitted date of redemption, togother with sufficient add!duns! moneys to redeem snd
discharge sll Outstanding Notes or Bands on such redemption date or to deposit into the ghddng Fund, such
principal amount of investment Obligst! oas as shel!, with earnings thereon, produce such identical rcsulL

Notwithstanding sny other provfsi'ons of'bl's Lease, tbe
Corporsdon may cancel this Lease withrcspcct to certsh portions of tbe proj oct Site und ortho circmnstsnces
and subject to the conditions sct forth In the Mortgage or Socond Mortgage,

Notwl thshnding any other provhion ofthis Lasso, tbc parties hereto
may any tlmo end from timo to time supplement or make say amendment or change herein tc;

(I) cmc eny formal defect or ambiguity ss permitted by the Mortgogc;

(ii) conform tbo prcvisiom of this Loses to sny amended provisions of the Mortgago;

(ilg make necessary orsdvisablo smcndmonts in connection with tho issuance ofrenewal notes
or additional bonds In accordance with the tenne of the Mortgage;

(Ix). schinxacompihmcewitbsny fedora!.tax law;

(v) maintain or improve sny rating on the Bands;
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(vi) provide for tbo release offend punrusnt to snd'subject to tile conditioas apso!!lcd'n th»
Mortgsge;

(vli) scbievo complisnco with any spplicsblo statutory change caso lsw or Supremo Court
Mandate;

Should ths County fidl to psy tho
stipulated Rentals duo under this Lusts, or dming any year for vddch it is renewod, snd tha Couruy fails tu
cure such de fault within I9days,at the thnes beretn stlpuistad, aU Hgbts ofthe County snd ali futme options
herein granted todmCounty inmspect ofpayments ln whole ofthe Notos or Bonds shall in any event rcnmin

in full force and effcct; provided that the Trustee under the Mortgsgo shall, upon tho occmrcnce ofan event
ofdefault, bo entitled to take certain actions for the bene gtof tho Owners of the Notes or Bonds, including
foreclosure ofthe mortgage lien on Urc pmjcct snd sale thereof but no such sale shel! remit or give rise to
s deficicncy judgment of any Uqrc or h any amount againrt tbe County or 6a Corporate, and until such
sale the County may at sny time discharge the Bonds or Notes and tbo intcrcrt thereon, iu web evout thc
County shall recoivo unencumborcd fce simp! o title to tbo project Site snd tbe pmjccL

Ifthe County shsU renew this
Lease from yoar to year, in tho manner heroin provided, and shall proniptly pay in each year the Rentals

stipulstod for each year, and shag well mul truly keep snd perfutm escb and every covenant snd condition
heruhr sdpulsted Urr pcrfomumco by tbsm, pr souse sano to be well and truly kept and porfonned, then it
fs specURalfy sgmetf tlist this Leam mxf sUr)gbbr ofthe County under tbe tcnns hcreof shall continue in fuU

force and afFect the County shall have lhe right to the possession an duse oftho Projcct hcroln doscHbed, and

thc County shall havo tho right to continue renewing this Lease as herein prnvldcd, notwithstanding any
fsflmo on thc part of tho OarporaUcn to apply the Rentab so paid to it by thc County to the rudrement of tbe

principal and interest of the Notes or Bonds, snd notwhhstanding any default in tbe payment of thc Notes
or Bonds or interest resulting fmm such fsilum on tbe psrt of the Cmpomtion, even though tho Hglus

securmg UsvNotm onBonds may btrenforccd by tho Tvesteo for the benegt of the Owners ofthe Notes or.

Bonds; snd such snfermsneur, oithcr voluntary or hveluntsry, shall not be cause for cancegstlon or
avoidance of this Lease by the Coumy or Uie Corpomdon.

If the Corporation or County shag fail to keep
or perform suy of their obligations.as provided in this Lcesaln.mspcct to

(i) maintcnsccc of insurance;

(ii) operation, management, repairs snd maintensnco ofthe Project; snd/or

(iii) compliance with legal or insurance requhcments under thc Lease.

Tbe Tnlstoe wltholrt waiving or relcsshrg the Co porsticu or County from sny obligation under the

Mortgage ur this Lame, m an addigonsl but not oxclusive mmody, tbo County may msko sny such psymcm
or perform any such obgtpuion, snd ag sums so pa!d by thc County and sg nccesmry hcldcmsl costs snd

expenses incurred by tbe County In performing such obligadon shall be a credit sgsimt amounts payable by
lt under thB Lease ln sn amount equal to such advances, notwithstanding olher prov B!ons of th!s Lease,

The
County hereby expresses its prosont Intention to renew this Lease in accordance with Us tonus, and in

eccordanco with the options tu renew as heroin sct forth, Uom year to year, until ag ofthe Nates or Bonds
tn hc issued by tha Corpcrsdcn at tho direction of tbc County are fully paid, csncolod snd rather whether

ta
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at maturity or by call for redomptlon, but mch esprmston ofhten«on sbaII not be oostrued as a pmsent
election on the part of the County to mdend this Lease beyrmd tho orlglrud term tbemoL since thc County
is without! egal power to iocm at this thne any Indebtedness or obligations for Rcntrds beyond tho Rentals
stipulated for tho fust year of said Lease.

If the
County mnews this Lease Aom year to year and pays tho Reads for cack year as hereto provMcd and when

froru such Rentals the Corporation shall have fully paid snd rc«rcd all of the Notes or Bcmds, then the
Coqxxation covenants and sgmes that It will Immodiatcly plum tb o release, on tho mcords oftho Clerk
of tho County, of the Mortgage socuriug the Notes or Bonds, aad the Corpora«on Ibrthcr covmumts and

agmcs that it wiII thereupon convoy the Pmj act Site and the Pmjcct to the County fico snd clear ofall lions

and encumbrances creaM by and under the Mortgage such steps to betaken at the expense of the County;
all subject to tho rights of tho Owners of suy Addi«anal Notm or Bonds,

in the event the County shall eloct not to rtmew this
Lease at sny time, or fail to psy tho stipuhned Rentals or tho Coumy shalt lag to cause the Project to be

managed, maintained, o pew'cucwM, replaced and lnsmed as harsh agreed, then and In that twent and

upon any ensuing default in the paymeot ofthe prmcrpal ofor Mtwest on the Notes or Bonds, the Mortgage
sbsli ho enforced, which cnfmccmcntmay, underthotmms ofthe Mortgage, hctudm foroolosmo ofthe liens
created by the Mortgage and calo of thc Project, No such stde or fane!osure, however, shall give risc to any
right to a deficiency judgment agahwl tho County or thc Corpora«on h any smn, and until such sale the
County msy at any time, by payment of all costs of sc«on snd charges of Trustee, aod by dischmge of
principal ofand intorcst on the Notes or Bonds, mcotve unencumbered foe simple title to the Projcca ln tbc
event ofany such enforccmeot by the Trustee (whether occasioned by the default of the County or by the
isilum of the Corpora«on to apply the Rentals to the payment ofthe Notes or Bonds snd intmost) fium the

pmceeds ofaay operation ofthe Pmject or foreolosme and sale ofthe Project by thc Trusteo thoro shall fust
bo paid all expenses incident to said enforcement, as pmvidod in the Mortgage, sud thcreaAer tho'Notes or
Bonds and lnttaust thon outstanding shall bo paid aad rcthud, snd if them shag roman sny excess afior

paying such expenses snd the claims ofowners, the cntho mnount of such excess shall be paid over in cash
to thc County,

Notvnthstanding tho forogoing, as an alternative remedy, thc Trmtos is entitled to enter upon the
premises, evict the County snd rolet tha Project under such mrms and conditions as it deems prudent; tho

proceeds of such reletting to bo applied to tho psymcut of thc principal sud Interest roqubements on thc
Bonds,

Tbe Coumy, coveuaata and agnes.
that in each year that this Lease romaine in effect it vdll, through its Fiscal Court, adopt a budget for said
casu!ng year, which budgot will reltect an ailocstimr of sufficlent fuads to provide for tho Rentals and tho
estimaaxl incomo and expenses of operating, insuring and maintaining the Project.

The County, and its duly uthmizod mprcsentatives aud agents, reserve
tho right to enter the Pmject at all

reasonable�

«mes dortogthc term ofthis Lease fur the purpose ofi

(i) examining and inspecting tho sumo, Includtng the coustmc«on, installation, Ibmishtng and

cqulpping thercoF, aad

(ii) perfonningsuchworkinaudaboutthe prujcctmadouecesssrybyreasonofoounty'sdcAndt
undor any of tho provisions uf this Lease,
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The County'shsB slsohave the right st al) ressonsblo times to euunine the books and records of the

Corporation, and the Cmporation agrees to keep such books sad reconls,

If any section, pamgraph nr cleuso of this Agreement shel! be held
invalid by any court of competent jurisdiction, the invalidity of said section, paragraph or clause shall not
affect any of tho remaining provisions hereof,

INTESBMQNV P, the Floyd County, KentuckyPublie Pnrpertios Corporation, sating

by and through its Bosnl ofDhectnrs, hss caused this instrument to be executed by its Chabmanrpiesident

snd attestod by its eccrctsry, and the County ofFloyd, Kentucky, acting by and tbmugh its piscsl Court, hns

caused this instrument to bo executed in ha name snd an its behalf by its County Judgrjgxecutive,.attested

by its Fiscal'outt Clerk, etfccdve as of the dsy snd year first sbovo err itt tin.

FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION

ATTEST:

BY:
Chs ident

COUNTY OP FLOYD, KEIITUCKY

ATTBSTt'Y: County yudgrJEsecuttve

Piscni Court Clerk

12
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COMMONWEALTH OF KENTUCKY )
) SS;

COUNTY OF FLOYD )

a NohryPublic in sad for thegtstesnd Coontyaformsid, dohcrebycertifydmt onthis the day
of 2001,thoforegoin LcatoAgrotmcntwssproduaxttomehmyof6coby I

Chairman/President, aod 3- Semenuy, of tho Pteyd County, Kentucky Ps'bgc Pro
Corporation,and theythereuponrespcctlvelyactmowtcdgod fommethooxecutl'ouscd~oudttceof
ss tho of/iclal sct snd deed of such Corponrlion by them duly auth oi6ccrs pursuant to s duly

adopted Rcsohtton.

My co lss"on oxpires:
Z+ Notary Public, tate st

COMMONWEALTH OF KENTUCKY )
) SSt

COUNTY OF FLOYD )

, sNotsryPublic in and fortbo Stateand Countyaforesaid, do hereby certify this dsy
of 2001,the foregoing Agrecmcmwas produced to me in my oigcs by
County Judge/Bxceuttve snd 1%est C urt Chrkofthoocsmtyofphyd, K
end thoy thereupon respcetlvelyscknowledg before me utlon sad tstion thmeofss Ihaoi6cisl
sct snd deed of such County by them as Its duly auth o rs p to a duly adopted Ordirumce.

My corn srio expires:
Notary Public, tate ot Largo

COMMONWEALTH OF KENTUCKY )
}SS;

COUNTY OF FLOYD )

1, Clerk la and County and S oaforosaid, hembycmttfy that on this the

dsy of 2001, the foregoing A t wss fihd in my oi6ce to be and bss been

together witlrtho.foregoing cortiftcstes-attached, in. Book ~at Pago

The foregomg t wcr propsred by:
Clerk

GiaardB. o
Cox, Bowling dtl, P,LL,C,
Suite 610,,PNC
220 West Vine Street
Loxhgmn, Kentucky 40507

13
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l. Floyd'nmty, Kenmcky PubHc Properties Cmporation's (the "Corporation" ) right and
interest in the easements andlor right ofways to locate and construct thereupon a water line
expuudon as shown on tho attached msp, Bxhibit 'l'ereto, including ati improvements
owned snd constructed by the Corporsgon, all as described in the attached msp,

2. Corporation's right snd interest m and to tho Gmund Leuc Agreement, attached as Exhibit
'2" hereto, and recorded in Doed Book 467, begbndng at 514, of the Floyd County Court
Ctmsaa .

Corporation's fcc simp!e interest in tho real estate describod and set fmth ln Exhibit "3"
sttschod hweto, which was acquired by the Gnpomtion pursuant to a Deed ofConveyance
&om Soudmm Water dr Sower Distnct, as Grantor, to Floyd Cmmty, Kentucky Public
Properneg Corporeous, as Grantee, dated Apri! 29,2002, and recorded in Deed Book~
Page g Floyd County Court Clerk's OtBcc.
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PAGE f 4

THIS LEASE AGREEMENT„dated as of the "Z8—day of
sS

December, 2001, is entered into by and between DINNA MULLINS, single,
Wb+'j

("Lessor'} and SOUTHERN WATER

fk SEWER DISTRICT, P.O. Eox 610, McDoweH, Kentucky, 4l 647, ("Lessee").

Lessor hereby leases to Lessee, and Lessee hereby leases from

Lessor, the premises located at Prasure Creek, Floyd County, Kentucky, being

more pa'rticularly described on Exhibit A attached hereto and incorporated

herein, along with ingress and egress to the premises along the private access

mad (collectively the "Premises" ).

1, This Lease shaH be for a tenn of Fifty (SE) years, commencing on

December ~>~ 2001, and terminating on December ~f 2051, (the "Term").

Notwithstanding the foregoing, Lessee shall have the right to occupy the

Premises upon the hdl execution of this Lease, subject to aH terms and

condibons contained herein. Lessee shall have the option to renew the tenn of

the lease for additional periods upon notiEcatton to Lessor and upon negotiation

and acceptance by Lessor or the new terms of the extension of lease.

2. Lessee agrees to pay to Lessor the sum of f8,000.00, upon

execution of this Lease Agreement as rent for the full SE year term of the lease.

3. The granting of this lease shall include the right of the Lessee to

install and maintain upon the premises a water pump station, together with

rights of ingress and egress to the premises for installation, use, maintenance,

repairs, replacement, a'nd removal of the pump station and the ancillary

equipment associated with the pump station.
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4. That at no time during the term of this Lease Agreement shall the

pump station or the ancfEary equipment become a fixture on the premises, but

shall at all times remain the personal property of Lessee. Title to the pump

station and ancillary equipment shall remain with Lessee, and Lessor

acknowledges and hereby specifically waives any and all rights to a landlords

lien, whether by statute, common law, or otherwise in the pump station

ancillary equipment, and other personal property of Lessee.

5. This Ground Lease Agreement, induding the Exhibit, constitutes

the entire agreement between the parties and will supersede all previous

negotiations and commitments whether written or oral. No waivers, alterations,

or modifications of tMs Lease or any agreements in connection with it shall be

valid unless in writing and duly executed by both Lessor and Lessee.

6. All covenants, promises, conditions, representations and

agreements herein contained shall be binding upon, apply and insure to the

benefit of the parties hereto and their respective h'eire, executors, administrators,

successors and assign.

IN WITNESS WHEREOF, the parties have caused this Lease to be

executed by their duly authorised representatives.

"LESSOR"

D NA MULLINS

SOUTHERN WATER th SEWER
DISTRICT, grantee

ITS: C'
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Page

COMMONWEALTH OF CKY

COUNTY OF FLOYD

BOON

SUBSCRIBED and SWORN to before me this ~day of

~r ~ 2001,by DINNA MULUNS, single, to be her free art and deed.

My Commission Exphes: «o "5
4

«««r«.'OTARY

PUBUC

COMMONWEALTH OF CKY

COUNTY OF FLOYD

SUBSCRIBED and SWORN to before me this > day of
le . AN~

r, 2tttti, by SOUTHERN WATER «tc SBWBR DISTRICT by

Wu.b c (lm Grantee.

My Commission Expires:

NOTARY PUBUC

THIS INSTRUMENT WAS PREPARED BY:

RALPHK,P,S;C.
ATTORNEY AT LAW
P,O. DRAWER 466
142 WEST BRANHAM
PRESTONSBURG, KY 41653
(606) 886-1000

BY.
RALPII H, STEVENS
ATIORNEY AT LAW
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Being a part of the same property conveyed to Geneva Mullins and Dinna
Mullins, from Mitchell Short and Bertha Short, his wife, by deed dated
September 22, 1973,of record in Deed Hook 215, Page 32, and being a part of the
same property conveyed to Dinna Mullins, from Geneva Mucus, single, by deed
dated January 18, 1988, of record in Deed Book 316,Page 278, both in the office
of the Hoyd County Clerk, and being a certain tract or parcel of land lying in
Floyd County, Kentucky, on the water's of Frasures Creek, which is more
particularly described as follows:

Frasure Creek Pump Station

Description of a certain tract or parcel of land lying and being on Frasure Creek
near the tovvn of McDoweB, Floyd County, Kentucky„app

' 312'eet
northwest from the intersection of Gearheart Branch and. Frasure Creek, subject
property lies on the north side of KY RT. 1929 and entirely within a boundary of
land now owned by Dinna Mulllns as record'ed in the OHice of the Floyd County
Clerk in Deed Book 215, Page 32, and Deed Book 316,Page 278, and being more
particularly described as follows:

Unless otherwise stated, any monument referred to herein as a capped pin set is
a 5/8" inch diameter rebar steel, 18" inches in length, with a plastic cap
stamped R.M. Johnson Hngineerlng 3521.

Beginning at a c'apped pin set near the northern line of the KY RT. 1929 right-of-
way said point also being a common corner to the new boundary for the Dinna
and Geneva Mullins property as recorded in Deed Book 215, Page 32 and hss an
approximate NAD 83 Kentucky South Zone State Plane coordinate value of
North 2,055+11.68, and Bast 2,520,894,58; thence severing the Dlnna and
Geneva Mullins property for three (3) calls as follows.

N 13'3'l" W a distance of 30.03'eet to a capped pin set
N 76'5'8" B a distance of 30.01'eet to a capped pin set
3 13'0'30" B a distance of 30.03'eet to a capped pin set near the northern line
of
KY RT. 1929 right-of-wsy, thence leaving the new boundary line of Dinns and
Geneva Mullins and following s line near the right-of-way of and parallel to KY
RT, 1929 for one call as follows;

t fiatl Q'I

8 76'35'00" W s distance of 29,98'eet to the be
' 'ninj@SH'~~ se

more or less as per a survey by R.M, Johnson Bugle
'

11-21-01. Gr se QRN ess

",',e re„s.:,arr Ihe u<rrra "nr
Jo.

re narra sr'.C~
<.. 1~l till T" 'l
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Des
'

of a certain tract or parcel of land lying end
being on Ink Branch of Mud Creek, Floyd County,
Kentucky, ap tely 8,177'Eeet t fmm the
fntersecdon oE Mink Branch and Mud Creek Subject
property Is at approxbnately 1246'eet elevation above
Mean Sea Levd and lies enthely within a botmdary of
land now owned by Roy snd Mary Hall as recorded in
the ofgce of the Floyd County Clerk in Deed Book 354,
Page 225 and behtg more particohriy described as
follows;

Unless o stated, any monument referred to
herein as a capped pin set fs a 5/8" inch diameter rebar
steel, 'IS inches in length, wfth s plastic cap stamped
RhL'Jolmson 3S21.

g at a capped pin set, said capped pin also
befng a comtnon comer to the new bounrhry for the
Roy end Mary Hall property as in Deed Book
354, Page 225 and has an approtdtnate NAD 83
Kentucky South Zone State Plane c te value of
North ~~.6854 and East ~+13,4123; thence

the Roy and Mary Hag property for four (4)
ceBs as follows;

S38'2'0" W a distance of 50,0ty feet to a capped pin
set
N 51'6'7"W a distance of 49.99'eet to a capped pin
set
N 38'9'8" E a distance of 50.0ty Eeet to a capped pin

S51'6'9"E a distance of 50.03'eet to the
containing 0,057 acres more or less as per a survey by
R.M. Johnson Bn ', lnc., completed on 12-1001.

It fs also understood that thee fs to be a 15'eet wide
perpetual t for access msd and other
app ces across the g.property of Roy
and Mary Hall be at Mink Branch Road and
continuing across said Hall pmperly to the boundary of
the aforemcntfoned tract to be conveyed and there
ending.

Being a part of the aaaee fnoperty conveyed to the Grantor„hoot Ray Hall and Mary HaB,

hhudfe, by deed dated 22,2001, ofreemd in Deed Book Soy, pago $10,in the of8ee of
theployd County Clerk
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os&i'< "'s ''~ oslo' 8,'le'o '1,', ~;,.swan, '~@p(
paje

Descripthm af a certain track ar pseud and
being on the fttght perh of Besver Cresthnssr the City of
Martha Boyd Caunty, Ktntndcy, tely 66ty

CT ttth 2 feet southeast ftasnthe NERT. 8Q sod.KY
RT. 122. ~p is at tety 85ty feet
sdevathm abave Mean Sea Lrref aud Res entirely vdthin
e boundary of fend now owned by Seen Elaine
Casnptan as fn fhe ofgcs ofThe Boyd

Court Chsrh in Deed Boat 25y, Page y4, end bebtg nunc

Unless otherwise'stated, sny monument to
hetetn as a pin set fs a 5/8 tach xebar
steak, 18 in butgthb with a plastic csp stamped
RM. Jahnam 3521.

at a capped pin set, said pin sho being a
earner to the new far the Susan

'aineGuten es hn Deed Baah
237, Page 14 end hss an e te WAD 85

South Zone State Pbme te value of
North-2,1QO,?3O.F4 and East ~,O39.68J thence

the Susssn Elaine property for fear
calls es

fattaws.'6V54'.35

Ea. of 1493$'8eet&ncsppeshptn

S 28'IV 42 W a of 14939'eet to s capp'ed
pin set
N 61'4' W e distance af 15QANY 8set to e capped
pht set
N 28'I'8 B a distance of 149.99'eet to the

L516 acres snore ar Jess ss per a
survey by Rhf. Jahnsan fnc., ccsnpheed
an

1'l-2141.'t

is;ebo that tfuue fs to bee 15'eet wide
Sar acces rand and other

semen the af Susen
EbdneC 'tsnedstfnggravefedsaad
snd 'continuing across sebi Camptan p to the
boundary of the tioned tract to be
snd ttane ending.

thdngapsrt oithesmnetuopertyconvayedto the Guntm,Qom T.J, and Jnanha
Compton, his wife, snd gnsan Barns Compion, single, by deed dated Jsnumy JO, Jeeg, ofnccnd
in tJeod Sooh 46k, Page 4Z4, in the oigee ofthe Floyd County Ctmh.
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Hamilton Branch Pump Stag

Khesk for a certain tract or parcel of land
lying and being on HamQton Branch of Mud Creek, tn
Floyd County, Kentucky,.and being more p ly

is Eagerly

Unless otherv'yhre stated, any monument referred to
herein as a capped pin set is a 5/5 inch~xebar
steel, 18 inches in length, with a plastic cap stamps'd
R.M, Jahnsan Engineering 3521.

at a capped pin set in Ihe southeast righbof
waylhwafn Kr 680
Kentucky South Zone Sate Plane te value of
North 2+65487.8620 and Hast Z537J67,1100, said
capped pin being 35'eet right of CenterHne Statfrm.
235+00, and also being a common comer to land now
owned by the Royd County Ptscsl carat and recorded
in Deed Book 410, Page 356, records of the Floyd
County Corot Chrrk'8 OYHce; thence leaving the righbof-
way of IQ( RT 680 and the brnd of
the Floyd County Ftscai Court Eor four (4) caHs as
fogowsr

N 29'4'1" B a of 5.68'eet to a capped pin

5 60'6'48" E a distance af 25.01'eet to a capped pin

S29'4'3 W a of 25.II*Eeet to a capped pin

N 60'4'5" W a distance of 25,01'eet to a capped
pfn satin the southeast way. Hne af KY RT'68ff,
said point being 35'eet right of Centerline Sfatfon
234+80.71; thence leaving Ore.land owned bv the Floyd
County Ftscei Court and the sou 'rlght-
of-way line af KY R7. 680 for one cali ai foHsvm;

N 29'4'1" E a distance of 1934'eet to the
beghudng, containing O.ON acnn more or less as per a
stuvey'y R. M. Johnson 'nc., completed
on 11-2001.

nehr8 ~ part ef the came pmperty Io rhe Greetm, &om Floyd County Fiscal

Gocrr, by deed dated January 25, 2002, of record io Deed BNfr 408, Peso 479, in Ihe otHce ofthe

Floyd Cmmty Cicrtr.
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"gRACT No. 4
I

I

Desalptkm for a certain tract or parcel of land lying
and being on Left Beaver Creek, in the town ofW, Floyd County, Kentucky, and being more
parbculsrly as fogows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8 inch diameter rebar
sted, 18" inches in length, with e plastic cep stamped
ILM. Johnson En 3521;

at a capped pin set within the boundary of a
, tract of land now owned bv Tommv and Barbara Roon,

this react of land is designated as Lot 95 in the town of
Weeksbury as shown on Map 9142 and in the
Hoyd County Court Clerk's ONce in Deed Book 360,,
Page 62iL Said capped pin has an apprmdmate NAD 83
Kentucky South Zone Rate Plane te value of
North 2,017,179.07and East +29,765.82 and beats NS9'4'/ W approxfcnately 47.16'eet from the
in of KY Rl'466 and Ccdeb Fork Roach thence
severing the remaining land owned by Tommy and
lhubara Roop with four f4) cells as foiicnvL

S52'2'0" W a of30.01'eet to a capped pin
sct
N 37'8'l" W a distance of 30.02'eet to s capped pin
set
N 52'9'l" B a of 30,01'eet to a capped pin
set
5 3T 18'9"E a dhctence of 30.04'eet to the
containing 0.021 acres more or lese as pei a survey by
R,M. Johnson

"
inc., completed on 11-2601.

It is also understocd that there is to be a 15'eet wide
for access road and othe

a across the hmd of Tommy
and Barbara Roop b at KY RT 466 and
continuing across said Roop property to the boundary
of the aforementioned tract to be conveyed nnd there
ending.

Suing a part ofcho cacao pcopoccy convoycdtoke Grantor, farm Tommy Roop end ihnbeca
Roop,hie wife, by deed dated len|uey23,2DQ2,ofrocont in Dood Bootc169,Pesosll3; inks otSco
ofthe Floyd County Glek
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gs v'o
Dascdp6on for a~ tract ar parcel of land lying
and being on Johns Branch near the. town of
Floyd Counb, Kentucky, appmdmsbdy 4,64F'eet

t hum the fn of Johns Branch and
the Right park ofBeavir Creek. SubJed Bss an
the north able of Johns Branch Road and entirely
wmdn a of land uwnedby The Piopd
Hah and Game as ln the 08ke of the
pfoyd County Court Chub in Deed Book 135,page 46O,
and betag mao ss
Unless stated, any t referred to
hereiassa pfnsetlsa5/8 inch rebsr
steel, 13 fn length, with s pisstk csp s
RM Johnson 3531.

at a capped pta set lely 15.69'eet
north of edge of t afJohns Bmnch
Road, said ce pin also being a pcHnt tn
the new ary line of land awned by Ths Playd
Countyplsh «nd Game Cub ss ln the Oaks of
the Rayd ~Court Cheh ln Deed Bank 155, Page
460, snd lwl an, a NhD $3 K South
Zone State Plane coordinate value af North
gp95~.65 and ffast?r$ 7~.861thence '1he

County Rsh and Game Ctab far four Id)

S 56'Y 12"W e dlshmce of IMO'$ret lo a capped pin
set
NOS'58'5F Wa of 29,89'fest toe capped
pin set
N 85'5F 43 B a of 3O.NY feet lo a capped pin

S O5'59'41 8 a distance of 3MO'eet lo tbe
cantahdng OAJ21 acres more or Inn as per a survey by
R.M. Johnson Hagtn~ lnc., completed an OMQ-
OZ.

it is aho understood that there is la be a 15'eet wide
t for access road snd alber

across the of Ills
Cemty Hsh and Game Club be at Jahns

BrsmhRoad and scrasssaM Boyd County
pish end Game Club property to the of the

hect tobe «nd there ending.
ted,esPWofe r~~~u 4 ~.a

Oooo Clob Joo hy dood dllod JINQNPg 28 2002'f liood io Dood Book 468y PI84 48J~ lo lho

otHoo oflho Ployd County Chrh.
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Deecdption of a certain tract or parcel offend lying and
being in Spuriock Creek, pioyd County, Kenttrcky,
approtdrrLately 330'eet north of KY RT 2080 and

y 1,093'eet from the Road Gsp
on KY Rt 2030 Trace Fork snd CreeL
Subject property is at approximately 1,110'eet
elevation above Mean Sea Level and Has euthely within

a b of land now owned by Ivan and Ethel
Canoll ss in the Ofgce of the ployd County
Court"Cleth'lii 5i'sd Hooh286, f'sge M2 and heing m're

described as foEovrs:

Unless otherwise stated, any monument io
hendn as a pin antis a 5/8 inch zebar
steed, 18 tn length, with a plastic cap stamped
RM. Johnson 3521,

g at a capped pin set, said pin also being a
corner to the nay for the hem and

Bthel Csrmll p 's tn the OIHce of the
County Court Clerk in Deed Sooh 286, page 102

hss an te NAD 83 'outh Zone
State plane c te value of North @081
Bast 2038J thence sevedng the Ivan end Ethet
Carrel for four caSsas fo0owe:

N %'4'1" Vlf a of 50.0ty feet to a capped
pin sst
N 34'5'7" E a distance of 4989'eet to s capped pin
set
S55'4'24" Bs of 50.02'feet toe capped pin
set
S 34'7'0" P/ a distance of 49,99'eet to the
beghudng containing 0.057scres more er less ss per
survey by ILM. j inc., completed
on 12-104L

It, is also underslood that there is to bs a 15'est wide
t for access msd snd olher

ap acmes the property of Ivan
and Ethel CsrroH g at KY RT 2030 snd
continuing across said CarroH property to Ihe
boundary of the Honed tract to be conveyed
end there ending,

Being e pert ef the earns pmpary conveyed to the Grarnor, Sorn Ethel Gare0, single, by
deed dated Jennery 28, 2002, of recent in Deed Book ZN, page 402, in the o0lee of the Floyd
Ganny Clark
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Mhdc Branch Pump Station

A'escrkpthm far a certsm tract cr pared of hnd lying
end,bekngon Mhdc Hnmch'of Mud Creekc, pkoyd Cemty,
Kentucky, on the west bank of Mud Creek at the mouth
of Ink Branch, ~property kkes an the south side
of Ink Hranch and Ink Hranch Roatk and entirely gwithin a b of land now owned by Euht Hall as
recorded in the OfHce af the Floyd Cmmty Court Clerk
in Deed Hank 221, Page 233, and being more
p ly as foEowL . (p

Unless o ststedp sny numuuumt ta
hecetn ss a cappecl pin set is e 5/8" inch rebsr
steei 18 inches kn length, with a plastic cep
RM, Jahnscm 3321.

at a capped pin set 4.41'eet south of the
southern edge of Mhdc Branch Road, snd being 8

54'0'0"

W 14.N'eet from the southwest corner of the
bridge Muck Cceekc. Saki point also being a

comer tn the rww Hne af property
now owned by Hula Hsg as recnrded in the Pkoyd
County Clerks QHitce in Deed Hook 221, Page 233 snd
has sn approximate NAG 83 K South Zone

'tate Hans coordinate value of North 23k%,F14.6700
snd East ~,6368440; thence severing the Hula HaQ
property with three (3)calh as foHnws;

, S 14'6'5' a distance af 29.92'eet to e capped ldn

Sy3'09'46 W a of 29,90'feet to a capped pin
set
N 13'9'5 E a distance af 30.05'eet to a capped pin
set 3.92'eet south of ths sougvsm edge ofMnk Hranch
Road/ thence foHowtng a Hne near the southern edge of
Ink Hcsnch Road, far one call as foHows;

N y3'l'0 E s distance of 29.96'eet to the
ccmtatnkng 0.018acres mare ar less aa per a

survey by Rhf. Johnson 'nc„completed on
11-21-0'1,

Betsa s pert sf the cscse tnepcrtf eenveld to ece 0crccnrl 8ecn Hah

dated Jarccrf 31,2t92, efceeml in Deal Beetc 469, petft l3, m Cae ef8ce ef the pieyd Gnmtf

Qak.
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gchn gait Branch Teak Site

'gRACT NO. 8
Description of a certain tmct or parcel of Isud lying snd

bcmg oaths John HaIl Bnmch of Fr«sure Creek in Floyd

.,County, Xentnckv. at the heal of Joie Hall
'splnmcurtsteiy 780'eet north of KY RT. 680 and

spproxhnstn elevation of 1406'os above Mean Sca
Level and lies enthely within a of land now
owned by Uernon Cornett as in the Osee of the

Floyd Camty Chuk in Deed Book 336, Page 708 snd.

being mere particularly described as fo0ows:

Urdess oguuwise stated, sny monument referred to herein

«s a capped pm set is a NP diauwtcr rebsr steel, 18"
inches in length, with a pbstlc csp snunped RM
Johnson 352I.

Begmntug at a capped pm set, sshl capped Pm being s
conunon corner to the new bo~ fcf the Vernon

as in the NBce of the Floyd
County Court Clerk in Deed Book 336, Page 708 sud has
appruxhnste NAD 83 So«dr Zone State Plane

value North 2,061,847.8941 and East
2,529,052,0629; thence 'be Yemen Cornett

forM four (4) calls as &Ilaw«:

N 18 degrees 01'6"%' of 49.96'eet to s
capped pm set
N 71 degrees 59* 03" E a ~ce of 50,00'eet to a
capped ph set
S 17 degrees 59'59" E s dhemce of 49,97'bct to a
c«pped pm sct
8 71 digress S9'28" % a 'f 49,98'eet to the
point ofbe

' '
0.057 «eras mare or less as

per survey by RJf. Johnson Engine«ring, hc., completed
on I 1-26-01.

It is also un th«t there is to bc s 1S" feet wide
perp«to«I t for access road «nd other

ces «cross thc of Yernon
Cornett as recorded in the Osce of the Floyd County
Court Clerk in Deed Book 336, Page 708, begmaiug at
KY Rt 680 «nd continuing «cmss said Cornett ptoperty
to the boundary of the «forums«tie«cd tract to bc
conveyed snd there ending.
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Bahg n part of tha aama convoyed to tho t3ramtor, trwn Vernon Gnnott,
cingle, by daod dated Janaary 31,2002,ofrocard in Dead Bootr 469,Page l3 I, la tho otBca
of tho Ployd County Qadr.
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A description of a certain tract m parcel of hmd lying
and being on the Left'ork of Beaver Creek in Floyd
County, Kentucky, approxfmateiy 6P2F feet southwest
from the intersection of KY RT 466 and Caleb Fork
Road, said road intersection ts in the town of
Weeksbury, Kentucky. Subject property is at
approximately 168(V feet elevation above Mean Sea
Level and Hes enthely within a boundary of lend now
owned by John J.and Patsy J, Sword ss recorded in the
ofRce of thi Floyd ~Court Clerk in Deed Book
396,page 164,endbetngmozep d as
foHows:

Unless o stated, any monument to
herein as a capped plnset is a5/8 inch rebsr
steel, 18 inches in length, with a plastic cap stamped
R.M. Johnson '521.
Be at a capped pin set in the dividing line
between now owned by John J. ami Patsy J.
Sword and recorded in Deed BooL 396, Page 264,,
records of the Floyd County Court Clerk's OfHce and
property now owned by CoHlns and Mayo, and
recmded in OfHce of the Floyd County Court Clerk in
Deed Book~Page . Said cap'ped pin has an
approximate NAG 83 Kentucky South Zone State Phne
coordinate value of North 2,011,167.4396 snd Rest
2527,759.8617; thence foHowlng the dividing line
between the property of Cogins and Mayo and John J.
and Patsy J. Sword down the pomt for one calI as
follows:

N 40'2'0" W a distance of 50.01'eet to a capped
pin set; thence leaving the Hnes of land owned by
Cogms aruf Mayo and the owned by
John J. and Patsy J.Sword for three (3)csgs as fogows:

N 49'7'3" R a distance of 49.98'eet to a capped pin
set
S 40'2'8" R a distance of 50.01'eet to a capped pin
set
S 49'8'7" W a distance of 49.99'eet to the', containing 0,05'7 acres more or less as per a
survey by RM. Johnson Rn inc,, completed
on 11-2741.
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It is abo 'hat Sere fs to be e 1S'eet wide
Patte

t for aorese rood and other
a ecto% the ofJohn f.
and Patsy'. Sword be at KY RT, 466 and

actors said Sword lo the
of the tinned tract lo be and there
ending.

Befrsg a port ofths sores property to tbe Granter, from John J.Sword snd
pdsy Swed, his wife, by deol doted Jsnusry 31,2002, ofrecord in Deed Scott 469, page
2f2, fn the ofHce of'the Floyd Ceooty Clark
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LEABE AGENT
EXHIBIT B
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F KENTUCKY, COUIflY OF FLOYO, 8 8,

I, cftRIG YIFIIGII, erh of Rofd counly csryfy lhsl lns

dsy of Sdhh ~o'chrrh

, Odssd lor urhsreuyon lhe esne ellh

i!Ysrsfyriny snd lies csdifhsfs hsvs leon duly recorded

hlrnyrdncs.
Yrlinsssrny Send;dr cs SS IGO.

CHRIS YfniJGH, ClERK Sy:
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TIUS DBBD, by snd betwctm SOUTHERN WATER dr SEWER DISTRICT, PO. Box 610,

McDowcll, Kentucky 4164'/, Party of the Fbst Part snd Grantor, and IrLOYD COUNTY, KENTUCKY

PUBLIC PROPERTIES CORPORATION, 149South Central Avenue,ptvstonsbtug, Kentucky4 1653„party

of the Second Part snd Orestes;

~ETIlt That said Party of the First Part for and in consideration of the smn of One

Dollar (5L00), tho receipt of whish is hereby acknowledged, does hereby bargain, sell, grant snd convey to

tbo Party of the Second Part, its mcccsrors snd assigns, the following dcscribcd pmperty in Floyd County,

Kentucky to viit,

SEE ATTACHED EXIUBIT "A"FOR LEGAL DESCMPIION

To have snd to hold the same, together with aH thc sppunenances thereunto belonging unto thc I'any

of the Secoad Party, its successors or assigns forever, with covenant ofgeneral wananty.

Grantee, to have and to hold, the above deca%ed property, together with any snd a!I interests, rights,

privl ages slt privi!ages and appmtensnees thereto belonging. Tbc Qrantor shaH have the right to reacquire the property, for

sdn in con sidsmtion ofOne (SLQQ)Dotter,,at such rime as all ofthe principal and interest on the Floyd County,

Kentucky Pubgc Properties Corporation First Mortgage Revenue Btmd Antictpation Nota, in the origins

princi amoun o'psl amount of $2„175000shall have lrecn paid in lbil, said anticipated maturity date being October 1,

2003.

pursmmt to KRS Chapter 382, the Grantor an Grantee swear and cattily tbst the pmperty homin

conveyed is trsnsfened for nominal consideration. They further ceriify that the full etttnsted fair carb value

of the pmperty herein conveyed is $21,500,which is the total consideration paid by Orsnurr, or fair cash value,

for each of thc tmcts identified in Bxhibh "A".

IN TESTIMONY WHBItBOF, witness my signnturcs tide day oi'Aprih 2002,

Page 1 of 2
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By:
Its:

GRANTOR

SOUTHE W R &SEWE DI

GRANTEE

FLOYD COUNTY, KENTUCKY PUBLIC
P PERTIES CORP RATION

By:
Jrs; r

STATS OF KBÃIUCKY

COUNTY OF Je rt

Thp foregoing Deed onside on C geste wero sc wledged end sworn to befmo me this
2002,by sercln ofSO WATER

dt SE DISTRICT,

My commissi
egret~:tIP el

STATE OP KENTUCKY )
)

COUNTY OF mrs f Q )

f ogoing Deed Corrddersdon 'ere eckn led
2002, by scrvhlg es

KENTU PUBLIC PROPERTIES CO RATION,

swomtrrbeforomethis
ofFLOYD COUNTY,

M commission expires'.
8 N TARY PUBLIC

THIS STRUME DBY,

Gillmd B.Johnson, m
COX, BOWLING k I SON, PLC
200 West Vmc Street, e 610
Lexington, ~
Telephone: (859) 255-
Fscstmtlrc (859) 2554903

Psge2of 2
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EXHIBIT "A"
TRACT NO. 1

Descrlptitytt of a certain tract or parcel of Iantt iymg an
Hood Page

being on Mink Branch of Mud Creek, Ployd County,
Kentucky, approximately 8,177'eet southwest from the
intersection of Mink Branch and Mud Creek Subject
property is at approximately 1246'eet elevation above
Mean Sea Level and lies enhrely within a boundary of
lend now owned by Roy and Mary Hail as recorded in
the office of the Floyd County CIerk in Deed Book 354,
Page 225 and being more pszgculazly described as
follows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8" inch diameter rebar
steel, 18" inches in length, with a plasric cap stamped
RM. Johnson Engineering 3521.

Beginning at a capped pin set, said capped pin also
being a conunon corner to the new boundary for the
Roy and Mary Hall property as recorded in Deed Book
354, Page 225 and has an approxhnate NAD 83
Kentucky South Zone State Pbme coordinate value of
North 2,053'@53.6854 and East 2,533+13.4123; thence
severing the Roy and Mary Hall property for four (4)
calls as follows:

S38'2'0" W a distance of 50.9y feet to a capped pin
set
N 51'6'7"W a distance of 49.99'eet to a capped pin
set
N 38'9'8" E a distance of 50.00'eet to a capped. pin
set
S 51'6'9"E a distance of 50,03'eet to the beginrung
containing 0.057 acres more or less as per a survey by
R.M. Johnson Engineering. Inc„completed on 12-1041.

It is also undezstood that there is to be a 15'eet wide
perpetual easement for access road and other necessary
appurtenances across the zemaining property of Roy
and Mary Hall beginrung at Mink Branch Road and
continuing across said Hall property to the boundary of
the afozementloned, tract to be conveyed and there
ending.

Betntt a part of the same pmperty conveyed to thc Grantor, Qom Ray Hall and Mary Hail,

his wife, by deed dated December22,2001, ofreconl inDeed Book 467, Page 510, in the ofGce of
the Ployd County Ciedr,
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TRACT NO. 2

5o'oft

Descdptian of a certain tract or parcel of lard lying snd
being on the Right park of Beaver Creek near the City of
Martin, Royd County,, a ately

660'eet

southeast from the an of KY RT. 80 and KY
RT. 122. SttbJect property is at a tely 850'eet

'elevation above Mean Sea tewel and Hes entirely within
a boundary of Isnd now awned by Susan Hlaine
Compton as in the Office ofThe pluyd County

Coiut Ckuk in Deed Book 237, Page 74, snd being more
partfcutsrly as follows;

Unless stated, 'any'onument referred to
herein as a capped pkt sst Is a 5/8 inch dhuneter rebsr
steel, 18 inches ln length, whh a plastic cap shunped
RM Johnson 3521.

at a capped pin set, said pin also betrtg a
conunan corner to the new boundary far the Susan

'hdneCompton property as recorded in Deed Book
237, Page 14 and has an approxhnate NAD 83
Kentucky South Zone State Plane te value of
North«2,100,730,14 and Hast 2W6+37,68; thence
sevedng the Susan HMne Campton for four
calls as follows:

Page

S 61'4'35" H a distance of 149.9Ffeet to.,a capped in
set

'p

S 28'4'2 W a distance of 149.99'eet to a capped
set

6V 54'7" % a af 15000'eet trr a capped
pin set
N 28'5'8 E a distance af 149.99'eet to the
be containing 0816 acres mare or less ss per a
survey by RM, Johnson Bngineerlng, Inc„completed
on 11-2H)I.

It is;also understood ttuit there is to be a 15'eet wide
perpetual far access.road and other
ap ces across the property of Susan

'hdne Compton begbuttng at an wdstlng graveled rand
and 'continuing across said Compton property to the
boundary of the tlaned tract to be conveyed
and there ending.

Being a part of the same property conveyed to the Grantor, fmm T.I, Compton and Jnanita

Compton, his wife, and Susan Elaine Compton, single, by deed dated Jannsry 30, 2002, of record

in Deed Book 468, Pago 474, in tho oNce of the Floyd County Clerlr.
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HamHton Branch Pump Station

TRACT NO. 8
D«ed description for a certain tract or parcel of land

lying and being on Hamilton Branch of Mud Creek, in

Floyd County, Kentucky, and being more particularly
described as follow's:

Unless otherwise stated, any monument referred to
hereirr as a capped phr set is a 5/8» inch-diameter rebsr
steel, 18" inchaa in length, with a plastic cap stamped.
R.M, johnso» Engineering 3521.

'edming at a capped pin set in the southeast right-of-
way line of KY RT. 680 hsvmg an appmximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,065,587.8620 and Bast 2,537,867,1100, said
capped pin being 35'eet right of Centergne Station.
235+00, and also being a common comer to land now
owned by the Floyd County Fiscal court and recorded
in Deed Hook 410, Page 356, records of the Floyd
County Court Clerk's OfHce; thence leaving the righhof-
way of KY RT 680 and severing the remaining land of
the Ployd County Pineal Court for four (4) csHs as
fogown:

N 29'4'1" E a distance of 6.68'eet to a capped pin
set
S60'6'S" B a distance of 25.01'eet to a capped pin

S29'4'3" W a distance of 25,03'eet to a capped pin
set
N 60'4'5" W a distance of 25.01'eet to a capped
pin set in the southeast rtghtwf-way Urre of KY RT 680,
said point being 35'rat right of Centerline Station
234+80.71; thence leaving the land owned by the Ployd
County Fiscal Court and foHowing the southeast'right-
of-way line of KY RT. 680 for one eall as foHows;

N 29'4'1" E a distance of 19,34'eet to thebe, con~g 0.014 acres more or less ss per a
survey by R. M. Johnson Engineering, Inc., completed
on 11-20-01.

Betntt a part o!th» came pmperry conveyed ld the Grantor, &om Floyd County Fiscal

Court, hy deed dated January 25,2002, ofrecord ln Deed Book 468, Page 479, ln the oflice of the

Floyd County Clerk,
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XRhCT NO, 4.

Wee.~e pgmBon
~

Description for a certain tract or parcel of land lying
and being. on. Left Beaver Creek, in. the town of
Weeksbury, Floyd County, Kentucky, and being more
particularly described as follows:

Unless otherwise stated, any monument referred to
herein ss a capped pin set is tt 5/8" inch dt~ rebar
steel, 18" inches in length, with a plastic cap stamped
R.M. Johnson Engineering

3521,'eynning

at a capped pin set within the boundary of a
. tract of land now owned bv Tommy and Barbara Roop,

this h'act of land ls designated as I.ot t6 in the town of
Weeksbury ss shoWn on Map 4t142 and recorcied in the
Floyd County Court Clerks Office in Deed Book 360,,
Page 628. Said capped pin has an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,017,179,07 and East M29,765.82 snd bears N59'4'7" W approximately 4?.16'eet from the
intersection of KY RT 466 and Caleb Fork Road; thence
severing the remaining land owned. by Tommy and
Barbara Roop with four (4) calls as fogows:

5 52'2'0" W a distance of 30,D1'eet to a capped pin
set
N 37'8'1"W a distance of 30.D2'eet to a capped pin
set
N 52'9'1" E a distance of 30.01'eet to a capped pin
set
S 37'8'9" E a distance of 30,04'eet to the be

'ontaining0,021 acres more or less as per a survey by
R.M. Johnson Engineering, Inc., completed on 11-26-01.

It is also understood, that there is to be a 15'eet wide
perpetual easement for access road and other necessary
appurtenances across. the r 'and of Tommy
and Barbara Roop beginning at KY RT 466 and
continuing across said Roop property to the boundary
of the aforementioned tract to be conveyed and there
endhtg,

Beings part of the carne property conveyed to the Grantor, 6om Tommy Roop and Barb ton

Roop, hie wife, hy deed dated Jenusry 25, 20tt2, of recoat in Deed Book 468, Fuge 483, in the oi6ce
of the Floyd County Clerk,
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TRACT NO, 5

Ste't~&~cags
Description for a certain tract or parcel of land lying

snd being tm Johns Branch rtesr the town of Lang)ay,

Floyd County, Kentucky, approximately 4,64/'ect
northwest from the intersection of Johns Branch and

the Rig))t Fork of Beaver Creek SubJect property lies on

the north side of Johns Branch Road and tmtirely

within a, of land owned by The Ployd County
Fish and Garne Club as recorded in the OIBce of the
Pk0fd Cotmty Court Clerk tn Drs.d Book 185,p~ 4M,
and being more y d as follows:
Unless otherwise stated, sny monument referred lo
herein as e capped pin neth.e5/8" htch rebar
steel, 18" inches in length, with a plastic cap stamped
Rhf. Johnson

' 3521.

Be at a capped pin set approxhnately 15.69'eet
north of the edge of pavement of Johns Branch
Road, said capped piu also being a common point in
the new boundary Bne of land owned by 'The Floyd
County Fish snd Game Club as recorded in the Office of
the Ployd County Court Clerk in Deed Book )85, Page
460, and has an approxhnate NAD 83 Kentucky South
Zone State Plane coordinate value of North
2~~.65 snd Hast 2,499~.86Jthence The
Ployd County Pish snd Game Club property for four (4)
caBs as follows:

5 86'0'2 W a distance of 30.Otal feet to a capped pin
set
N 08'8'7' a distance of 29.99'eet to a capped
pin set
N 85'8'3 E a distance of 30.0ty feet to a capped pin

S03'9'1"Bs distance of 30.00'eet to the beginxdng„
containing 0.021 acres more or less «s per a survey by
IUvf. Johnson Bnghneering, Inc., completed on 0149-
02,

It is also understood that'there ts to be a 15'eet wide
perpetmi t for access mad and other necclaty
appurt across the r property of The
Floyd County Pish and Game C)ub be at Johns
Branch Road and continuing across said Floyd County
Fish and Game Club property to lhe boundary of the

tioned tract to be conveyed and there ending,
Being a part of the same property conveyed to the Creator, horn Floyd County Fish snd

Garne Club, Inc., by deed dated January 2g, 2Q02, of record ln Deed Book 468, page 457, tn the

o%ccof thc Floyd County Clerk,
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TRACT NO. 6

Description of a certain tract or parcel of land
being in Spurlock Creek, Floyd County, Kentucky,
approximately 330'eet north of KY RT 203D and
appxoximaiely I~'eet northwest from the Road Gap
on KY Rt2030 between Trace Fork and Spurlock Creek
SubJect'roperty is at approximately I,IID'eet
elevation above Mean Sea Level and lies entirely within
a boundary of land now owned by Ivan and Hthel
Carroll as recorded in the OESce oE the Ployd County
Coiut,Clerk iii Deed Book 286, Page 102andbetng m're
p ly as follows:

Unless otherwise stated, any monument referred to
herein as s capped.pin set is a 5/5 inch diameter rebar
steel, 18" inches in length, with a plastic cap stamped
ILM. Johnson Hngtneering 3521.

Beginning at a capped pin set, said pin also being a
common corner to the new boundary for the Ivan and
Hthel GuroH property as recorded in the Office of the
Flo'yd County Court Clexk in Deed Book 2S6, Page 102
and has an approxhnate NAD 83 Kentucky South Zane
State Plane coordinate value of North 2WI~3203
Hast thence severlttg the Ivats artd Hthel
Canol property for four calls as follows:

N 55'4'1" W a distance of 50,0iy feet to a capped
pin set
N 34'5'7" H a distance of 49.99'eet to a capped pin
set
S 55''4" H a distance oE 50,02'eet lo a capped pin
set
S 344 37'0" ptf a distance of 49.99'eet to the
beginning containing 0,057 acres moxe ar less as per
survey by ILM. Johnstm g, Inc., completed
on 12-1001.

It is also understood that there is to be a IS'eet wide~easetntmt Eor access road and other necessary
app ces across the r g property of Ivan
and Hthel Carroll beginning at KY RT 2030 and
continuing across said Carroll property to the
boundary of the aforementioned txact to be conveyed
artd that@ etldhlg.

Being a part of the same tnu petty conveyed to the Grantor, liam Ethel Csnoll, single, by
deed, dated ienusry 28, 2002, of teeotd tn Deed Book '46S, page 492., ln the otSee of the ptoyd

County Clerk
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Mink Branch Pump Station

TRACT NO. 7
A description for e certain tract or parcel of land lying
and being on Mnk Branch of Mud ~Floyd County,
Kentucky, on the west bank of Mud Creek at the ~outh
of Mnk Branch, Subject property iles on the south side
of Mink Branch and Mnk Branch Road and entirely
within a boundary of land now owned by lsula Hail as
recorded in the ONce of the Floyd County Court Clerk
in Deed Book 221, Page 233, snd being more
particularly as follows:

Unless otherwise stated, any monument referred to
herein ass.capped.pin.set is a 5/8" inch rebar
steel, 18" inches in length, with a plastic cap stamped
RM. Johnson Engineer.3521.

Beginning at a capped pin set 4.41'eet south of the
southern edge of Mnk Branch Road, and being S

54'0'0"

W M62'eet from the southwest corner of the
bridge crossing Mud Creek. Said point also being a
common corner in the new boundary Bne of property
now owned by Hula Hall es recorded in the Floyd
County Clerks ONce in Deed Book 221, Page 233 and
has an approxhnste NAD 83 Kentucky South Zone
State Plane coordinate value of North 2,059,714.6/00
and Bast 2',636.5440; thence severing the Btda Hall
property with three (33 calls as follows;

S 14'06'5" W a distance of 29,92'eet toe cappedpin
set
S 73'9'6" W a distance of 29.9ty feet to a capped pin
set
N 13'49'5"B a distance of 30.05'eet to a capped pin
set 3.72'eet south of the southern edge of Mink Branch
Road; thence following a line neat the southern edge of
Mnk Branch Road for one call as follows:

N /3'1'0" E s distance of 29,96'eet to the
be containing 0.018acres more or less as per a
survey by R.M. Johnson Bngineering, inc., completed on
11-21-01.

Being apart of the same property conveyed to the Grantor Bom Bole Hatt, single, by deed

doted Janasry 3t, 2002, of'record in Deed Book 469 Page 13, lathe.ofgce of thn Pioyd County

Clerk
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John Hall Branch Yank Site

TRACT NO. 8
Description of a certain tract or parcel of land lying and

being on the John Hall Branch of Frsscre Creek in Floyd

Cotmtv, Kentcckv at the head of John Hall Branch,
Iy >8k'eet. nonh of KY RT. 680 and

approximate elevation of 1406'act shove Mean Sca
I,evel and lies enthuly within a boundary of land. now

owned by Vernon Cornett as recorded in the Oiffce of the

Floyd County Clerk in Deed Book 336, Page 708 and
being more particularly described as follows:

Unless otherwise stated, any monument referred to herein

as a capped pin set is a 5/8" diameter rebar steel, 18"
inches in length, with a plastic cap stamped R.M,
Johnson Engineering 3521.

Beginning at a capped pin set, said capped pin behg a
corner to the new boundary for the Vernon

Cornett property as recorded in the Office of the Floyd
County Court Clerk in Deed Hook 336, Page 708 and has

approximate NAD 83 Kentucky South Zone State Plane
coordinate value North 2,061,847.8941 and East
2,529,052.0629; thence severing the Vernon Cornett

property for the four (¹)calls ss foHows:

N 18 degrees 01'6" W a distance of 49.96'eet to a
capped pin set
N 71 degrees 59'3" E a d'~ce of 50.00'eet to s
capped pin set
S 17 degrees 59'59" E a distance of 49,97'eet to a
capped pin set
S 71 degrees 59'28" W a distance of 49.98'eet to the

point of beghudng„contaniing 0JI57 acres, more or less as
per survey by R,M. Johnson Engineering, Inc., completed
on 11-26-01.

It is also understood that them is to be a 15'eet wide

easement for access road and other necessary

appurtenances auass the remaming property of Vernon

Cornett as recorded in tbe Office of the Floyd County

Court Clerk in Deed Book 336, Page 708, beg@ning at

KY Rt. 680 and continuing across said Cornett property

to the boundary of the afbmmentioned tract to be

conveyed and there ending,
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Being a part of the same pmperty conveyed to the Grantor, trom Yemen Cornett,
single, by deed dated January 31,2002, of record in Deed Book 469, Page 131,in the otBee
of the Floyd Coonty Clerk.
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Weeksbury Tank Site

TRACT NO. 9

A description of a certain tract or parcel of ]and lying
and being on the Left Fork of Beaver Creek in Floyd
Cotmty, Kentucky, approxfmately 6@27'eet southwest
from the intersecdon of KY RT 466 and Caleb Fork
Road, said road intersection is in the town of
Weeksbury, Kentucky, Subject property is at
approximately 1680'eet elevation above Mean Sea
Level and. Hes entirely within a boundary of land now
owned by John J.and Patsy J, Sword as recorded in the
office of the'loyd County Court'Clerk in Deed Book
396, Page 164, and being more particularly described as
foHows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8 inch diameter rebar
steeL 18" inches in length, with a plastic cap stamped
ILM, Johnson Engineering 3521.

Beginning at a capped pin set in the dividing line
between property naw owned by John J. snd Patsy J,
Sword and recorded in Deed Book 396, Page 264,
recorcls of the Ffoyd County Court Clerk's ONce. and
property now owned by Coglns and Mayo, and
recorded ht ONce of the Floyd County Court Clerk in
Deed Book Page Said capped pin has an
approxhnate NAD 83 Kentucky 5outh Zone State Plane
caordinate value of North 2,011,167.4396 and East
2527,759.8617; thence foHowing the dividing line
between the property of ColHns and Mayo and John J.
and Patsy J. Sword down the point for one caH as
follows:

N 40'2'0" W a distance of 50.01'eet to a capped
pin set; thence leaving the lines of land owned by
CoHins and Mayo and severing the property owned by
John J. snd Patsy J, Sword for three (3) calls as faHows:

N 49'7'3" E a distance of 49.98'eet to a capped pin

S 40'2'8" E a distance of 50.01'eet to a capped pin
set
5 49'8'7" W a distance of 49.99'eet to the

beginning, contshmg 0.057 acres more or less ss per a
survey by ILM. Johnson Engineering, Inc., completed
on. 11-274k
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incan Page

It is aho undetstood that there is io be a 25'eet wide
t for access road and other necessary

ap 'cross the'f John J.
and Patsy J. Sword beginning at KY RT. 466 and
continuing across said Sword property to the boundary,
of the aforementioned tract to be conveyed and there
ending.

Being a part of the same property conveyed to the Grantor, ftotn John J, Sword and

Patsy Sword, his wife, by deed dated January 31,2002, ofrecord in Deed itook 469, Page

252, in the oftice of the Floyd County Clerk.
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This ADDENDUM TO LEASE AGREEMENT (ihe "Lease Addendum" ) is made, entered into and

effective as of September 26, 2003, by and among the FLOYD COUNTY> KENTUCKY PUBLIC
PROPERTIES CORPORATION, a public nonprofit, nonstock corporadon organized and existing under the

laws of the Commonwealth of Kentucky for the purpose oF serving as an agency and instrumentality of the
County in the financing of public, governmental projects in and for the County (the "Corporation" ) and the
COUNTY OF FLOYD, KENTUCKY {the "County" ), a de jure body politic and political subdivision of the
Commonwealth of Kentucky acting by and ttuough its Fiscal Court.

WITNESSETH

WHEREAS, thc Corporation has, at the direction of'he County, heretofore authorized its "Floyd
County, Kentucky Public Properties Corporation First lvfortgage Revenue Bond Anticipation Renewal Notes
(Water Project), Series 2003", in the principal amount oF Two Million, Three Hundred Ninety-five Thousand
Dollars ($2,395,000) {the "Renewal Notes" ), said Renewal Notes are being issued in order pay the principal and
interest on the "Floyd County, Kentucky Public Properties Corporation First Mortgage Revenue Bond
Anticipation Notes (Water Project), Series 2001"(the'*Pdior Notes'*), dated October '1 5, 2001,which Prior Notes
were issued to finance all or a poruon of certain facilities which all or,a portion, thereof will be leased to the
County (the "Project"); and

WHEREAS, pursuant to an Resolution adopted on September 4, 2003, the Corporation issued the
Renewal Notes, the proceeds of which will be used to pay the principal and interest on the Prior Notes, the
proceeds of which were used for the Project, as described and set forth in the Contract, Lease dt Option, dated

as of October 15, 2001 (the "Contract" ), a true and accurate copy of which is recorded in Deed Book 472, Page
179, Office of the Floyd County Court Clerk, Prestonsburg, Kentucky;

WHEREAS, the Contract provides, in Section 5 thereoF, that the County agreed to lease from, and the
Corporation agreed to lease to the County, the Project Site and the Project, together with al! improvements
thereon and to be constructed thereon from an initial Occupancy Date, as deaned in the Contract;

WHEREAS, the Corporation and the County desire to execute and entet into this Addendum providing
for the issuance of the Renewal Notes, and to otherwise reaffirm and ratify the terms and provisions of the

Contract, dated as of October 15, 200'1, a ttue and accurate copy oFwhich is recorded in Deed Book 472, Page
179, Offlce of the Floyd County Court Clerk, Prestonsburg, Kentucky;

NOW, THEREFORE, in consideration of these premises and in further consideration of the issuance

by the Corporation of the vployd County, Kentucky Public Pmperties Corporation First Mortgage Revenue

Bond Anticipation Renewal Notes (Water Project), Series 2003", in the principal amount of $2,395,000 (the
"Renewal Notes" ), the Corpotation and the County mutually covenant and agree to execute and enter into this

Addendum, and amended the Contract, as foflowsi

Section 'L. Lease of Project of the County and Corporation; Rentals. The County hereby

leases from the Corporation, and the Corporation hereby leases to the County, the Project and Project Site
described and set forth in the Contract, for an initial period from the date of this Addendum until June 30, 2004,
As consideration for this Addendum and the lease of the Project and Project Site, the County agtees to pay
Rentals in an amount equal to the annual principal and interest (including any premium) due on the Renewal

Notes as set forth in Exhibit "A",which is an amortization schedule for the payment of principal and interest
on the Renewal Notes. Rentals shaQ be paid at least one (1) business day before the due date of any payment
of interest, principal, or premium, iF any. Rentals may be adjusted to reflect any cost or expenses which the

Corporation may incur which shall be an obligation of the County,
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The County and the Corporation hereby affirm and ratify the remaining terms and provisions of the

Contract, dated as of October 15, 2001 (except as amended hereby), a true and accurate copy oF which is

recorded in Deed Book 472 Page 179,Office of the Floyd County Court Clerk, Pres tonsburg, Kentucky, the legal

description for which Contract is attached hereto as Exhibit "B";

Section 2. The Corporation and the County, with the execution oFthis Addendum, hereby reaffirm

and ratify all the terms and provisions of the Contract, dated as of October 15,2001 (except as amended hereby),
a true and accurate copy of which is recorded in Deed Hook 472, Page 179, 0FSce of the Floyd County Court
Clerk, Prestonsburg„Kentucky, which is incorporated in this Addendum, and agree to be bound by the terms

and provisions thereof and hereoF,

Section 3. The Corporation agrees that a portion of the proceeds From the sale of the Bonds will

be used to pay the principal and accrued interest on the Renewal Notes, as agreed to by the parties in the
Contract, dated as of October 15, 2001, a true and accurate copy of which is recorded in Deed Book 472, Page
179, Office of the Floyd County Court Clerk, Prestonsburg, Kentucky;

(Signatures on the following pages)

Page 2
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IN TESTIMONY WHEREOF, the Floyd County, Kentucky Public Properties Corporation, acting

by and through its Board of Directors, has caused this instrument to be executed by its Chairman/President and

anested by its Secretary and the County of Floyd, i<eniucky, acting by and through its Fiscal Court, has caused

this instrument to be executed in its name and on its behalf by its County Judge/Executive, attested by its Fiscal

Court Clerk, effective as oF the day and year First above written.

FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION

ATTEST:
BY:

Chairman/President

Secretary

ATTEST
COUNTY OF FLOYD, KENTUCKY

By:
Fiscal Court Clerk

County Judge/Executive

COMMONWEALTH OF KENTUCI<Y )
) SS;

COUNTY OF FLOYD )

u g, a Notary Public in and for the State and County aforesaid, do hereby c 'fy that rln this September

003, the foregoin Addendum was produced to me in my office by
Chairman/President, and , Secretary, of the Floyd County, Kentucky Pu lic
Properties Corporation, and they thereupon respectively acknowledged befote me the execution and attestation

thereof as die official act and deed of such Corpor

My o 'ioiLe ires:
Notary ublic, State at Large

COMMONWEALTH OF KENTUCKY )
) SS:

COUNTY OF FLOYD )

I, a Notary Public in and For the State and County aforesaid, do hereb~ertify tJiat on this September

, 2003, the Forego'ddent)um was produced to me in my office by ~H'- County

)udge/Execudve and t> Fll 4, Fiscal Court Clerk of the County of Floyd, Kentuc, and they

thereupon respectively acknowledged be ore me the execution and attestation thereof as the official act and deed

oF such County.

Myqmrzjqion ex ires:
No ry Public, State at Large
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COMMONWEALTH OF I<ENTUCKY )
) SS:

COUNTY OF FLOYD )

:20K Page ~l

I, Clerk in and for the County and State aforesaid, hereby certify that on

, 2003, the foregoing Addendum was fded in my ofgce to be and has been together with the

foregoing certificates attached thereto, recorded in Book, at Page

Clerk

The foregoing instrum repared by:

Gillard B.Johnson II
Cox Bowling dt Joh on PLLC
Suite 1102, Bank 0 Plaza

201 East Main Street
Lexington, I<entucky 40507
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EXBJHiT "8"

LE AL DE TION QF PROJECT SlTE

1. Floyd County, Kentucky Public Properties Corporation's (the "Corporation" ) right'and
interest in the easements and/or right ofways to locate and construct thereupon a water line
expansion as shown on the attached map, Exhibit "l"hereto, including all improvements
owned and constructed by the Corporation, all as described in the attached map,

2. Corporation's right and interest in and to the Ground Lease Agreement, attached as Exhibit
"2"hereto, and recorded in Deed Hook 467, beginning at 5 l4, of the Floyd County Court
Clerk's Office,

Corporation's fee simple interest in the real estate described and set forth in Exhibit "3"
attached hereto, which was acquired by the Corporation pursuant to a Deed ofConveyance
f'rom Southern Water & Sewer District, as Grantor, to Floyd County, Kentucky Public
Properties Corporation, as Grantee, dated April 29, 2002, and recorded in Deed Book+~/
Page ~/4r, Floyd County Court Clerk's Office.
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G LEASEA R E

THIS I.EASE AGREEMKNT dated as of the 'ZZ day of
LtD

December, 2001, is entered into by and between OINNA MULLINS, single,
wig ~t+/t4'A. e ("Lessor" ) and SOUTHERN WATER

& SEWER DISTRICT, P,O. Box 610, McDoweH, Kentucky, 41647, ("Lessee").
Lessor hereby leases to Lessee, and I.essee hereby leases from

Lessor, the premises located at Frasure Creek, Floyd County, Kentucky, being

more particularly described on Exhibit A attached hereto and incorporated

herein, along with ingress and egress to the premises along the private access

road (coHectively the "Premises" ).

1. This Lease'hall be for a term of Fifty {50)years, commencing on

December ~ 2~ 2001, and terminating on December 2/. 2051, (the "Term").
Notwithstanding the foregoing, Lessee shall have the right to occupy the

Premises upon the full execution of this Lease, subject to aH terms and

conditions contained herein. I.essee shaH have the option to renew the term of

the lease for additional periods upon notification to Lessor and upon negotiation

and acceptance by Lessor or the new terms of the extension of lease.

2, Lessee agrees to pay to Lessor the sum of $3,000.00, upon

execution of this Lease Agreement as rent for the full 50 year term of the lease.

3. The granting of this lease shaH include the right of the Lessee to

install and maintain upon the premises a water pump station, together with

rights of ingress and egress to the premises for installation, use, maintenance,

repairs, replacement, ahd removal of the pump station and the ancillary

equipment associated with the pump station.
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4. That at no time during the term of this Lease Agreement shall the

pump station or the ancillary equipment become a fixture on the Premises, but

shall at all times remain the personal property of Lessee, Title to the pump

station and ancillary equipment shall remain with Lessee, and Lessor

acknowledges and hereby specifically waives any and all rights to a landlords

lien, whether by statute, common law, or otherwise in the pump station

ancillary equipment, and other personal property of Lessee.

5. This Ground Lease Agreement, including the Exhibit, constitutes

the entire agreement between the parties and will supersede all previous

negotiations and commitments whether written or oraL No waivers, alterations,

or modifications of this Lease or any agreements in connection with it shall be

valid unless in writing and duly executed by both Lessor and Lessee.

6. All covenants, promises, conditions, representations and

agreements herein contained shall be binding upon, apply and insure to the

benefit of the parties hereto and their respective h'eirs, executors, administrators,

successors and assign.

IN WITNESS WHEREOF, the parties have caused this Lease to be

executed by their duly authorized representatives.

"LESSOR"

D NNA MULLINS

SOUTHERN WATER k SEWER
DISTRICT, grantee

,/

BY;

ms: ~C
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COMMONWEALTH OF KENTUCKY

COUNTY OF FLOYD

SUBSCRIBED and SWORN to before me this day of

2001, by DINNA MULLINS, single, to be her free act and deed.

My Commission Expires:

u' ( @'~V
NOTARY PUBLIC

COMMONWEALTH OF KENTUCKY

CO OF FLOYD

SUBSCRIBED and SWORN to before me this X day of
~C~

r, 20M., by SOUTHERN WATER & SEWER DISTRICT by

!abc.r+ u the + its Grantee.

My Commission Expires:

NOTARY PUBLIC

THIS INSTRUMENT WAS PREPARED BY:

RALPH H. STEVENS, P.S.C.
ATTO AT LAW
P,O. DRA WER 466
142 WEST BRANHAM STREET
PRESTONSBURG, KY 41653
(606) 886-1000

BY..
RALPH H. STEVENS
ATTORNEY AT LAW
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EXH I ePe i

Being a part of the same property conveyed to Geneva Mullins and Dinna
Mullins, from Mitchell Short and Bertha Short, his wife, by deed dated
September 22, 1973, of record in Deed Hook 215, Page 32, and being a part of the
same property conveyed to Dinna Mullins, from Geneva Mullins, single, by deed
dated January 18, 1988, of record in Deed Hook 316, Page 278, both in the office
of the Floyd County Clerk, and being a certain tract or parcel of land lying in
Floyd County, Kentucky, on the waters of Frasures Creek, which is more
particularly described as follows:

Frasure Creek Pump Stab.on

Description of a certain tract or parcel of land lying and being on Frasure Creek
near the town of McDowell, Floyd County, Kentucky, approximately 312'eet
northwest from the intersection of Gearheart Branch and Frasure Creek, subject
property lies on the north side of KY RT. 1929 and entirely within a boundary of
land now owned by Dinna Mullins as recorded in the Office of the Floyd County
Clerk in Deed Book 215, Page 32, and Deed Book 316, Page 278, and being more
particularly described as follows:

Unless otherwise stated, any monument referred to herein as a capped pin set is
a 5/8" inch diameter rebar steel, 18" inches in length, with a plastic cap
stamped R.M. Johnson Engineering 3521.

Be
'

g at a capped pin set near the northern line of the KY RT. 1929 right-of-

way said point. also being a common corner to the new boundary for the Dinna
and Geneva Mullins property as recorded in Deed. Book 215, Page 32 and has an
approximate NAD 83 Kentucky South Zone State Plane coordinate value of
North 2,055,511.68, and East 2,520,894.58; thence severing the Dinna and
Geneva Mullins property for three (3) calls as follows:

N 13'3'1"W a distance of 30.03'eet to a capped pin set
N 76'5'8" E a distance of 30.01'eet to a capped. pin set
S 13 20'30" E a distance of 30.03'eet to a capped pin set near the northern line

of
KY RT. 1929 right-of-way; thence leaving the new boundary line of Dinna and

Geneva Mullins and following a line near the right-of-way of and parallel to KY
RT. 1929 for one call. as follows:

S 76'5'0" W a distance of 29,98'eet to the begirnmg,; 'ining"(~ASH 5~@"+',

more or less as per a survey by R,M. Johnson Eng111'"0P',, e t~o'ctsck
11-21-01. z

:a ferF'>us, ~n

+n,
D,C.
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g IIACTNO. 1

Description of a c tract or parcel of land lying and
being on Mink Branch of Mud Creek, Ployd County,
Kentucky, approxunately 8,177'eet southwest from the
intersection of Mink Branch and Mud Creek. Subject

property is at approximately 1246'eet elevation above

Mean Sea Level and lies entirely within a boundary of
land now owned by Roy and Mary Hall as recorded in
the office of the Hoyd County Clerk in Deed Book 354,
Page 225 and being more particularly described as
follows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8" inch diameter rebar
steel, 18 inches in length. with a plastic cap stamped
R.M. Johnson Engineering 3521.

Be
'

g at a capped pin set, said capped pin also
being a cominon corner to the new boundary for the
Roy and, Mary Hall property as recorded in Deed Book
354, Page 225 and has an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,053;353.6854 and East 2+33+13.4123; thence
severing the Roy and Mary Hall property for 'four (4)
calls as follows:

S38'2'0" W a distance of 50.00'eet to a capped pin
set
N 514 06'7" W a distance of 49.99'eet to a capped. pin
set
N 38'9'8" E a distance of 50.00'eet to a capped pin
set
S51'6'9"E a distance of 50.03'eet to the be

'on" 0.057 acres more or less as per a survey by
R&.Johnson Engineering, Inc., completed on 12-1lH1,

It is also understood that there is to be a 15'eet wide
perpetual easement for access road and. other necessary
appur'tenances across, the remaining, property of Roy
and Mary Hall be '

at Mink Branch Road and
continuing across said Hall property to the boundary of
the aforementioned tract to be conveyed and there
endlrlg.

Being a part of the same property conveyed to the Grantor, tlom Ray HalI aad Mary Hall,

his wife, by deed dated December 22, 2001, ofrecord in Deed Book 467, Page 510, in the of6ce of
the Floyd County Clerk.
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"~;jjPt'>". I.'c .;~4"i.'--- j8(
'escxiption of a certain tract or parcel of Iarid ymg an

being on the Right Pork of Beaver Creek near the City of
Martin, Ployd County, Kentucky, approximately

660'T

ftO > feet southeast from the intersection of KY RT. 80 and KY
RT. 122, Subject property is at approximateiy 850'eet

'elevation above Mean Sea Level and lies entirely within
a boundary of land now owned by Susan Elaine
Compton as recorded in the Office of The Ployd County

Court Clerk in Deed. Book 237, Page 74, and beiing more
particularly described as

follows'nless

oth 'itated, any monument referred to
herein as a capped pin set is a 5/8" inch rebar
steel, 18"inches in length, with a plastic cap stamped
R.M. Jo g 3521.

Be '
g at a capped pin set, said pin also being a

common corner to the new boundaxy for the Susan
'laineCompton propexty as recorded in Deed Book

237, Page 74 and has an approxhnate NAD 83
Kentucky South Zoxm State Plane coordinate value of
North-2,100,730.74 and Hast 2+06,037.68; thence
severing the Susan Hlaine Compton pr for four
calls as follows."

5 61'4'35" H a distance of 149.98'eet to.a capped pin
set
S 28'4'2" N a * ce of 14939'eet to a capp'ed
pill set
N 61'4'7 W a distance af 150,00'eet to a dapped
pin set
N 28'5'8" H a distance of 149.99'eet to the
be "

g, containing 0916 acres more ox less as per a
survey by RM. Johnson Hngineexing, Inc,, completed
on 11-21-01.

It is.also understood that there is to be a 15'eet wide
pexpetual ent for access road snd other nec
appurtenances acxoss the r '

property of Susan
Hlaine Compton be g at an g graveled xoad
and continuing across said Comptnn property to the
boundary of the aforementioned tract to be conveyed
and thexe ending.

Setng a pert ofthe same property conveyed to the Grantor, fmm T.J.Compton and Juanita

Compton, his wife, and Susan Elaine Compton, single, by deed dated January 30, 2002, of record
in Deed Book 468, Page 474, in the ofhce of the Floyd County Clerk.
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Hamilton Branch Pump Station

+RA.CI'O. 3,
Deed description for a certain tract or parcel of land
lying and being on Hamilton Branch of Mud Creek, in
Floyd County, Kentucky, and being more particularly
described as follow's:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8" inch diameter rebar
steel, 18" inches in length, with a plastic cap stamped
R.M. Johnson Engineering 3521.'e '

g at a capped pin set in the southeast rightwf-
way line of KY RT. 680 having an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,065,5S7.8620 and East 2/37,867.1100, said
capped pin being 35'eet right of Centerline Station.
235+00, and also being a common corner to land now
owned by the Floyd County Fiscal court and recorded
in Deed Book 410, Page 356, records of the Floyd
County Court Clerk's Oface; thence leaving the right-of-
way of KY RT 6S0 and severing the remaining land of
the Floyd County Fiscal Court for four {4) calls as
follows:

N 29'4'1" E a distance of 5.68'eet to a capped pin
set
S 60'6'8" E a distance of 25.01'eet to a capped pin
set
S29'4'3" Ã a distance of 25.03'eet to a capped pin
set
N 60'4'5" Vf a distance of 25.01'eet to a capped
pin set in the southeast right-of-way line of KY RT 680,
said point being 35'eet right of Centerhne Station
234+80,71; thence leaving the. land owned by the Floyd
County Fiscal Court and following the southeast'right-
of-way line of KY RT. 680 for one call as follows:

N 29'4'1" E a distance of 19.34'eet to the
be g, containing 0.014 acres more or less as per a
survey by R M. Johnson Engineering, l'nc., completed
on 11-2041.

Being a part of the same property conveyed to the Grantor, trent Floyd County Fiecal

Court, by deed dated lanuary 25, 2002, ofrecord in Deed'Book 468, Page 479, in the oflice of the

Floyd County Clerk
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Weeksbuxy Pump Station

RACT NO. 4
Description for a certain tract or parcel of land lying
and being on Left Beaver Creek, in the town of
Weeksbuxy, Floyd County; Kentucky, and being more
particularly described as follows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8 inch diameter xebar
steel, 18" inches in length, with a plastic cap stamped
RM Johnson Engineering 3521;

Be
'

at a capped pin set wi8un the boundary of a
, tract of land now owned bv Toaunv and Barbara Roop,

this tract of land is designated as Lot 85 in the town of
Weeksbury as shown on Map N42 and xecorded in the
Floyd County Court Clerk's Oaice in Deed Book 360,,
Page 628. Said capped. pin has an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,017,179.07and East 2+29,765.82,and bears N59'4'7" W approximately 47.16'eet from the
intersection of KY RT 466 and Caleb Fork Road; thence
severing the remaining land owned by Tommy and
Barbara Roop with four (4) calls as follows:

S52'2'0" W a distance of 30.01'eet to a capped pin
set
N 37'8'3l" W a distance of 30.02'eet to a capped pin
set
N 52 39'1*' a distance of 30.01'eet to a capped pin
set
S37'18'39"Hadistanceof30.04'feet to thebe '

g,
con

'
0.021 acres more or less as per a survey by

R.M. Johnson Engineering, Inc., completed on 11-2641.

It is also understood that there is to be a 15'eet wide
perpetual easement for access road and other necessary
appurtenances across the remaining land of Tommy
and Barbara Roop be '

g at KY RT 466 and
continuing across said Roop property to the boundary
of the aforementioned tract to be conveyed and there
ending.

Being a part ofthe same property conveyed to the Grantor, irom Tommy Roop and Barbara

Roop, his wife, by deed dated January 25, 2002, ofrecord in Deed Book 468, Page 483, in the of5ce
of the Ployd County Clerk.
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~CT NO. 5

Description for a c tract ar parceI oHand iy'ing

and being on Jahns Branch near the. town of Langley,
Floyd County, Kentucky, appxoxunately 4,647'eet
northwest from the intersection of Johns B and
the Right Fork of Beaver Subject property lies on
the north side of Johns Branch Road and entirely
within a boundary of land owned by The Floyd County
Fish and Game Club as recorded in the Oaxce of the
Floyd County Court Clerk m Deed Baok 185, Page 460,
and. being moxa particularly described as foHows:
Unless otherwise stated, any monument referred to

as a capped pin set is a 5f8 inch diameter xebar
steel, 18" inches in length, with s plastic cap stamped
RM. Jalmson Engineexing 3521.

B 't a capped, pin set approximately 15.69'eet
north of the n edge of pavrsnent ofJohns Branch
Road, said capped pin also being a common point in
the new boundary line of land awned by The Floyd
County Fish and Game Club as recorded in the Office of
the Floyd County Court Clerk in Peed Book 185,Page
460, and has an approximahe NAD 83 Kentucky South
Zone State Plane coordinate value of North
2,095~.65 and East 2,497~.86,"thence The
Floyd„County Fish and Game Club p for four (4)
calls as follows:

gl

l

I

8 86'Y 12"N a distance of 30.00'eet to a capped pin
set
N 03O 58'7" N a distance of 29.99'eet to a capped
pin set
N 85'8'3" E a distance of 30.00'eet to a capped pin
set
S 03'59'41"E a distance of 30.9V feet to the be

"

containing 0.021 acres more or less as per a survey by
R.M. Johnson Engineering, Inc., completed on 01M-
02.

It is also understood that there is ta be a 15'eet wide
perpetual easement far access road snd other ne
appurtenances across the remaining property of The
Floyd County Fish and Game Club be g at Jolms
Bxanch Road and continuing across said Floyd County
Fish and Game Club property to the boundary of the
aforementioned tract to be conveyed and there ending.

Icing a part of the same property conveyed to the grantor, fmm Floyd County Fish snd

Game Club, hrc., by deed dated January 28, 2002, of record in Deed Book 468, Page 487, in the

of6ce of the Floyd County Clerk.
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~CT NO. 6

Description of a tract or parcel of land lying and
being in Spurlock Creek, Ployd County, Kentucky,
approximateIy 330'eet north of KY RT 2030 and
approximately 1,093'eet northwest from the Road Gap
on KY Rt 2030 between Trace Pork and Spurlock
Subject property is at approximately 1,110'eet
elevation above Mean Sea Level and lies entizely within
a boundary of land now owned by Ivan and Ethel
Carroll as recorded in the Office of the Ployd'ounty
Coiut. Cleik hi Deed Book 286, Page 102 and being more
particularly descnbed as foHows:

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8" inch 'ebax
steel, 1'8" inches in length, with a plastic cap stamped
RM. J n g 3521.

Be 't a capped pin set, said pin also being a
common corner to the new boundary for the Ivan and
Ethel Carroll property as recorded in the Office of the
Pioyd County Couxt Clerk in Deed Book 286, Page 102
and has an appx te NAD 83 Kentucky South Zone
State Plane coordinate value of North 2,081~2.3203
East 2+22@55.2038;thence severing the Ivan and Ethel
Canol property fox'our caHs as foHowsr

N 55'4'1" Vf a " ce of 50.00'eet to a capped
pin set
N 34'5'7'" E a distance of 49.99'eet to a capped pin
set
S55''4" E a 'e of 50.02'eet to a capped pin
set
S 34'/'0 W a distance of 49.99'eet to the
be '

g con
' 0.057 acres more or less as per

suxvey by R.M. Johnson eexing, Inc., completed
on 12-10-01.

It is also understood that there is to be a 15'eet wide
perpetual e t for access road and other necessary
app ces across the r '

property of Ivan
and Ethel CarroH be ' at KY RT 2030 and
continuing across said CarroH property to the
boundary of the aforementioned tract to be conveyed
and there ending.

Being a part of the same property conveyed to the Grantor, from Ethel Carroll, single, by
deed dated January 28„2002,of record in Deed Book '468, Page 492, in the oiGce of the Floyd

County Clerk
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~CT No. 7

Branch Puxnp Station

A description for a certain tract or parcel of land lying
snd being on Mh4 Branch of Mud Cxeek, Ployd County,
Kentucky, on the west bank of Mud Creek at the mouth
of Mink Branch. Subject property lies on the south side
of Mixtk Branch and Mink Branch Road and entirely
within a boundary of land now owned by Eula Hall as
recorded in the Office Of the Floyd County Court Clerk
in Deed Book 221, Page 233, and being mox'e
particularly d ed as follows."

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8" inch diameter rebar
steel, 18" inches in length, with a plastic cap stamped
RM. Johnson Engineer 3521.

Be g at a capped pin set 4.41'eet south of the
southexn edge of Mink Branch Road, and being S

54'0'0"N 14.67'eet from the southwest coxner of the
bridge crossing Mud Creek. Said point also being a
common corner in the new boundaxy line of property
now owned by Eula Hall as recorded in the Hoyd
County Clerks Office in Deed Book 221, Page 233 and
has an approximate NAD 83 Kentucky South Zone

'tate Plane coordinate value of North 2,059,714.6700
aud East ~8,636.5440; thence severing the Hula Hall
properly with ~ (3) calh as follows;

S 14O 06'5" Ã a distance of 29.92'eet to a capped pm
set
S 73'9'46" W a distance of 29.%Y feet to a capped pin
set
N 13'9'5"E a disttmce of 30.05'eet to a capped pin
set 3,72'eet south of the southern edge of h6rk Branch
Road," thence following a liine neai the southern edge of

Branch Road box one caH as follows;

N 73'1'0'" E a distance of 29.96'eet to the
be ', containing 0,018 acres more or less as.per a
surrey by R.M. Johnson Engineering, Inc., completed on
11-21-01,

Being a part of the same property conveyed to the Grantor, irom Bnia Hall, single, yb deed

dated January 31, 2002, of record in Deed Book 469, Page 13, in the of5ce of the Pioyd County

Clerk.
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John HaH Branch Tank Site

~CTNO. 8
Description of a certain tract or parcel of land lying and

being on the John Hall Branch of Frasure Creek in Floyd

County, Kentucky at the head of John Hall Branch,
'approximately 786'eet north of KY RT. 680 and
approximate elevation of 1406'eet above Mean Sea
Level and lies enthely within a boundary of land now
owned by Vernon Cornett as recorded in the Oflice of the
Floyd County Clerk in Deed Book 336, Page 708 and
being more pazticular1y described as foHows:

Unless otherwise stated, any monument referred to herein
as a capped pin set is a 5F8" diameter rebar steel, 18"
inches in length, with a plastic cap stamped R.M.
Johnson Engineering 3521.

Be '
at a capped pin set, said. capped pin being a .

common corner to the new boundary for the Vernon
Cornett property as recorded in the Of6ce of the Floyd
County Court Clerk in Deed Book 336, Page 708 and has
approximate NAD 83 Kentucky South Zone State Plane
coordinate value North 2„061,847,8941 and East
2,529,052.0629; thence s g the Vernon Cornett
property for the four (4) caHs as foHows;

N 18 degrees 01'6" W a distance of 49.96'eet to a
cappedpin set
N 71 degrees 59'3" E a ~stance of 50.00* feet to a
capped pnl sct
S 17 degrees 59'59*' a distance cf 49.97'eet to a
capped pnl sct
S 71 degrees 59'28" W a distance of 49.98'eet to the
point ofbe

'
g, containing 0.057 acres more or less as

per survey by R.M. Johnson Engineering, Inc., completed
on 11-26-01.

It is also understood that there is to be a 15'eet wide

perpetual easement for access road and other necessary
appurtenances across the remaining property of Vernon
Cornett as recorded in the Of5ce of the Floyd County
Court Clerk in Deed Book 336, Page 708, be

'
g at

KY Rt. 680 and continuing across said Cornett property
to the boundary of the aforementioned tract to be
conveyed and there ending.
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Befng a part of the sane property conveyed to the Grantor, from Vernon Cornett,
single, by deed dated January 31,2002, ofrecord in Deed Book 469, Page 131,in the once
of the Floyd County Clerk
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Weeksbury Tank Site

yCRACT NO. 9
A description of a certain tract or parcel of land lying
and 'being on the Le& Fork of Heaver Creek in Floyd
County, Kentucky, approximately 6327'eet southwest
from the intersection of KY RT 466 and Caleb Fork
Road, said road intersection is in the town of
Weeksbury, Kentucky. Subject property is at
approximately 1680'eet elevation above Mean Sea
Level and hes entirely within a boundary of land now
owned by John J.and Patsy J.Sword as recorded in the
office of the'loyd County Court Clerk in Deed Book
396, Page 164, and being more particularly described as
folio wsi

Unless otherwise stated, any monument referred to
herein as a capped pin set is a 5/8" inch diameter rebar
steel, 18" inches in length, with a plastic cap stamped
RM. Johnson Engineering 3521.

Be '
g at a capped pin set in the dividing line

between property now owned by John J. and Patsy'.
Sword and recorded in Deed Book 396, Page 264,
records of the Hoyd County Court Clerk's Oaice and
property now owned by Collins and Mayo, and
recorded in Office of the Floyd County Court Clerk in
Deed Hook Page . Said capped pin has an
approximate NAD 83 Kentucky South Zone State Plane
coordinate value of North 2,011,167.4396 and East
2,527,759.8617; thence following the dividing line
between the property of Collins and Mayo and John J.
and Patsy J. Sword, down the point for one cail as
follows:

N 40'2'0" N a distance of 50.01'eet to a capped
pin set," thence leaving the lines of land owned by
Collins and Mayo and severing the property owned by
John J. and Patsy J.Sword for three (3) calls as follows:

N 49'7'3" E a ce of 49.98'eet to a capped pin
set
S 40'2'8" E a distance of 50.01'eet to a capped pin
set
S 49'8'7" N a distance of 49.99'eet to the
be ', containing 0,057 acres more or less as per a

. survey by R.M. Johnson Engineering, Inc„completed
on 11-27-01,
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It is also understood that there h to be a 15'eet wide
p e t for access road and other
appurtenances across the rem

'
property of John J.

and Patsy J. Sword be
' at KY RT, 466 and

continutns across said Sword p to the boundary
of the aforementioned tract to be conveyed and there
encBxlg.

Being a part of the same property conveyed to the Grantor, &om Joha J.Sword and

Patsy Sword, his wife, by deed dated January 31,2002, ofrecord in Deed Book 469„Page
252, in the once of the Ployd County Clerk.

STATE OF KENTUCKY, COUNTY OF FLOYD, S.S.
I, CHRiS bYAUGH, Clerk of Floyd County certify that the
for oing was on ihe

day of 20 cra a~'ctock
.m, lodged for reco d whereupon Ihe same wllh

Ih foregoing and this cergfi e have been duly recorded
in my otfice.
'Witness my hand, this 'a of , 0~
CHRISWAUGH,CLERKS '
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DEED OF CONVEYANCE

Page

PARCEL NO. M-16

THIS DEED, between VERBAL MEEKS, SINGLE, 149 School Street, Betsy Layne,

Kentucky 41605; BERNIECE PRATER, SINGLE, 115 Arnold Prater Road, David„Kentucky

41616; KAYE EPLIN, and her husband, BUSTER EPLIN, 156 School Street, Betsy Layne,

Kentucky 41605; MARTY HAMILTON, SINGLE, 142 School Street, Betsy Layne, Kentucky

41605; CAROLYN HAMILTON, SINGLE, 554 Store Hollow, Betsy Layne, Kentucky 41605,

Grantors, and the COMMONWEALTH OF KENTUCKY for the use and benefit of the

TRANSPORTATION CABINET, DEPARTMENT OF HIGHWAYS, Frankfort, Kentucky 40622,

Grantee,

WITNESSETH: That the Grantors in consideration of SIXTEEN THOUSAND

FIVE HUNDRED SIXTEEN DOLLARS AND TWELVE CENTS ($16,516.12)cash in hand paid,

the receipt of which is hereby acknowledged, have bargained and sold and does hereby sell, grant

and convey to the Grantee its successors and assigns forever, the following property and property

rights:

Parcel No. M16-A

Being a tract of sub-surface minerals lying in Floyd County, Kentucky, being on the

west side of Big Mud Creek approximately 0.5 miles upstream of the intersection of
existing KY 979 and Jim Rose Hollow Road and being more particularly described

as follows.

Beginning at a point 139.07feet right of Mainline station 445+18,18; thence North

74 degrees 01 minutes 40 seconds West, 137,22 feet to a point 2.38 feet right of
Mainline station 445+30.28; thence South 72 degrees 59 minutes 47 seconds West,

76,09 feet to a point 64.85 feet left of Mainline station 444+94,65; thence North 19
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MORTGAGE DEED OF TRUST

This Mortgage Deed oE Trust (the 'qdortgage"), is made and entered into as of the 26m day of
September, 2003, by and between Floyd County> Kentucky Public Pmperties Corporation, a nonprofit,
nonstock FCentudcy public corporation of the County of Floyd, ICentucky (the "Corporation" ), and Citizens
National Bank, a trust company organized under and existing by virtue of thc laws of the Commonwealth of
lCentucky, with its principal office and place of business in Paintsvilie, iCentucky, and being duly qualified to
accept and administer the trusts hereby created (the "Trustee" );

WlTNESSETLB

WHEREAS, the Corporation is a nonprofit, nonstock public and governmental corporation duly
organized under and existing by virtue of the laws of the Commonwealth ofICentucky Eor the purpose of serving
as the agency and instrumentality and the constituted authority of the County in financing the construction and
installation of necessary public governmental projects for use by the County in furtherance of the proper public
purposes of the County; and

WHEREAS, the Corporation, at the direction of the County, for the purpose oF paying the cost of
constructing and instaBing water lines witlun the County (the "Project"), to authorize its First Mortgage
Revenue Bonds (Water Project) in a principal amount to be determined by the County and the Corporation
(the "Bonds"), and in anticipation of the issuance of the Bonds, the Corporation authorized its First Mortgage
Revenue Bond Anticipation Notes (Water Prolect) in the principal amount oETwo Million, One Hundred
Seventy-five Thousand Dollars ($2175000) ("Prior Notes" ) it having been determined by the Corporation that
the issuance of the Bonds should be deferred but that in anticipation oF the issuance of the Bonds, the hlotes
should be issued; and

WHEREAS, the Prior Notes are due October 1, 2003; and

WHEREAS> the Corporation proposes to issue its First Mortgage Revenue Bond Anticipation
Renewal Notes (Water Project), Seriea 2003 ("Renewal Notes") in the principal ainount of $2395 000 to pay
the principal and interest on the Prior Notes; and

WHEREAS, the borrowing by the Corporation of the amount represented by the Renewal Notes, the
application of the proceeds of the Renewal Notes to the purpose aForesaid, and the execution and delivery by
its officers on its behalf of the Renewal Notes as hereinafter set forth, evidencing the indebtedness oF the
Corporation, and the execution, acknowledgment and delivery by its ofEicers on its behalf ol'a Mortgage For

securing the payment thereof, has been authorized and directed by a Resolution of the Board ofDirectors of the

Corporation at a meeting duly called and held for the purpose of authorizing the Renewal Notes at which time

the Board of Directots of the Corporation voted and ordered and directed the issuance thereof, voted for the

adoption of said Resolution as set Forth in the records of the Corporation and proposes, at a future date, to
authorize and approve the Bonds in anticipation of which the Renewal Notes are being issued; and

WHEREAS, the Renewal Notes are to be issued pursuant to the authotity of this Mortgage;

WHEREAS, the County and the Corporation have entered into a Lease, dated as of September 26,
2003, pursuant to which the Corporation has, at the direction oF the County, agreed to authorize and issue the
Renewal Notes to pay part of the costs of the Project, and the County and the Corporation have each covenanted
snd agreed that they will, in a timely manner, take such actions, enact such proceedings, issue such directions and
enter into and carry out such undertakings as shall be reasonably required For the issuance and delivery oE the
Renewal Notes in thc principal amount necessary io discharge the outstanding Renewal Notes at or prior to
fil a nit J tl'; s n cl

WHEREAS, the Counry and the Corporation Further covenant that they will adopt such Ordinances

and Resolutions required to authorize the issuance oE Bonds to pay in Full the principal and interest on the
Renewal Notes and completion of the Project, and

WHEREAS, it is appropriate at this time, pursuant to the direction of the County, that this Mortgage
be consummated by and between the parties so that the Project may be Financed and undertaken Forthwithi
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NOW, THEREFORE, THIS MORTGAGE, WITNESSETH, that in consideration of the
premises, of the acceptance by the Trustee of the trusts hereby created, and of the purchase and acceptance of
the Renewal Notes by the holders thereof, and for the purpose of fixing «nd declaring the terms and conditions
upon which the Renewal Notes are to be issued, authenticated, delivered, secured and accepted by ag persons
who shag txom time to time be or become holders thereof, and in order to secure the payment of the Renewal
Notes at any time issued and outstanding hereunder and the interest thereon according to their tenor, purport
and effect, in order to secure the performance and observance of aH the covenants, agreements and conditions
therein and herein contained, the Corporation has executed and delivered this Mortgage, and itis mutually agreed
and covenanted by and between the parties hereto, for the equal and propoxdonate hence t and security ofag and
singular the present and Future holders oF the Renewal Notes issued under this Mortgage without preference,
priority or distinction as to lien or otherwise, except as otherwise hereinafter provided, of any one Renewal Note
over any other Renewal Note by reason of pxiority in the issue, sale or negotiation thereof or otherwise, as
foRows:

ARTICLE I
DEFINITIONS-CONSTRUCTION

Section 101. Definitions. Unless the context dearly indicates some other meaning, the following words
and terms shall, For ag purposes oF this Mortgage„have the following meanings.

"2003 Note Fund" shall mean, for the Renewal Notes, the account so designated which is established
and created puxsuant to the Lease and this Mortgage.

"Act" shaH mean Chapter 58 and Sections 273.16'1 to 273.390, inclusive, of the Kentucky Revised
Statutes, as the same may from time to time be amended.

"Axchitect" shall mean an architect or engineer selected by the County to supetvise the construction of
the Project for the Corporation,

"Authorized Officer" shaH mean, with respect to the Corporation„ the President, Vice President,
Secretary or Treasurer, or other of its members, officers, agents or employees duly authorized by resolution of
the Corporation to perform the act or sign the document in question, and shaH mean„with respect to the County,

the�]udge/Executive

or any oFficer, agent or employees duly authorized by ordinance or resolution of the County
to perl'orm the art ox sign the document in question,

"Bonds" shag mean any of the princlpa! amount, as hereinafter detemtined„of Floyd County, Kentucky
Public Properties Corporation Pixst Mortgage Revenue Bonds, (Water Project), or the issue of such Bonds, as
the case may be, authenticated and delivered under a Mortgage or Indenture and authorized and issued pursuant
to a Resolution duly adopted by the Corporation or such other date as selected by Resolution of the Corporation
and approved by the County maturing no Later than thirty years from the date of delivery thereof, Pursuant to
the Mortgage, the provisions, terms and denomination of the Bonds shag be altered and Hnagy determined by
the Corporation and the County at the time of actual issuance of the Bonds.

"Certificate" shag mean a document signed by an Authorized Officer of the County or the Cotporation
anesting to or acknowledging the circumstances or other matters therein stated,

"'Code" shaH mean the interns! Revenue Code of '1986, as amended and applicable regulations
promulgated thereunder.

"Corporation"'hall mean Floyd County, Kentuclq Public Properties Corporadon, a nonprofit, nonstock
public corporation organized and existing under Kentucky law, including particularly Section 58 180 and Sections
273,161 to 273.390, indusive, of the I<entucky Revised Statutes,

"Cost oF Issuance" shall mean the costs of issuing the Renewal Notes,

»3-
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"Cost of Issuance Fund" shall mean, for the Renewal Notes, the account so designated which is

established and created pursuant to the Lease and this Mortgage.

"County" shaH mean the County of Floyd, l<entucky, a political subdivision of the Commonwealth of
l<entucky,

"Depository" shall mean any bank or trust company in which moneys in any Funds may be deposited

pending the application of such moneys for the Project or the payments on the Renewal Notes.

"Fiduciary or Fiduciaries" shall mean the Trustee, the Paying Agent, any Depository or Depositories,
or all of them, as may be appropriate.

'"Funds" shall mean, collectively, all Funds and accounts established pursuant to this Mortgage,

"Holders" or "Noteholders" shall mean the person in whose name a Renewal Note is registered or the

bene6cial owner thereof,

"Investment Obligations" shall mean and include any of the following:

(a) obligations of the United States and of its agencies and instrumentalities, including obligations
subject to repurchase agreements, provided that delivery oF these obligations subject to repurchase agreements
is taken either directly or through an authorized custodian and may be accomplished through repurchase
agreements reached with sources including, but not limited to, national or state banks chartered in the
Commonwealth of 1<entucky;

(b) obligations and contracts for future delivery or purchase of obligations backed by the full faith

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

(I)
(0)
(m)
(iv)
(Y)

United States Treasury;
BsPort-Import Bank of the United States;
Farmers Home Administration;
Government National Mortgage Corporation; and
Merchant Marine bonds;

(c) obligations of any corporation oFthe United States govermnent, including but not limited to:

(I)
(n)
(m)
(iv)
(v)
(vi)
(vii)
(viii)

Federal Home Loan Mortgage Corporation;
Federal Farm Credit Banks;
Bank for Cooperatives;
Federal Intermediate Credit Banks;
Federal Land Banks;
Federal Home Loan Banks;
Federal National Mortgage Association; and
Tennessee Valley Authority;

(d) certificates of deposit issued by or other interest-bearing accounts oF any bank or savings and

loan institution which are insu«ed by the Federal Deposit Insurance Corpomtion or similar entity or which are

collateralized, to the extent uninsured, by the following:

bonds, notes, or other obligations of or guaranteed by the United States, or those for which the
ctedit of the United States is pledged for the payment of the principal and interest thereo f and

any bonds, notes, debentures or any other obligations or securities issued or guamnteed by any

Federal governmental agency, presendy or in the future established by an Act of Congress, as

amended or supplemented from time to time;
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(ii) obligations of the Commonwealth of Kentucky including revenue bonds issued by its statutory
authorities, commissions or agencies;

(iii) revenue bonds issued by educational institutions of the Commonwealth of Kentucky as
authorIsed by KRS 162.340 to 16Z.380;

(iv) obligadions ofany city of the First, second, and third classes of the Commonwealth of Kentucky,
or any county for the payment ofprincipal and interest on which the Full faith and credit of the
issuing body is pledged;

(v) school improvement bonds issued in accordance with the authority granted under KRS 162 0SO

to 16Z.'l00; or

(vi) school building revenue bonds issued in accordance with the authority granted under KRS
162.120 to 162.300,provided that the issuance oF such bonds is approved by the state board
For elementary and secondary education; and

(e) shares of mutual funds, each of which shall have the following characteristics:

(i) the mutual fund shag be an open-end diversified investinent company registered under the
Federal Investment Company Act of 1940, as amended;

(ii) the management company of the investment company shag have been in operation for at least
five (5) years; and

(iii) all of the securities in the mutual fund shall be investments described in (a) - {d) above.

"Lease" shag mean the Contract, Lease and Option dated as of September 26, 2003, by and between the
County and the Corporation.

"Memorandum of Instructions" shall mean the Memorandum of Instructions Regarding Rebate
delivered to the Corporanon and the Trustee at the time oF the issuance and delivery of the Renewal Notes, as
the same may be amended or supplemented in accordance with its terms.

"Mortgage" shaH mean this Mortgage Deed of Trust dated as September 26, 2003, by and between the
Corporation and the Trustee whereby there is assigned to the Trustee for the benefit of the holders of the
Renewal Notes, ag of the rights of she Corporation arising in and by virtue of the Lease and the Construction
Agreement, and including without limitation ag of the Pledged Receipts.

"Outstanding" when used with reference to the Renewal Notes, shall mean, as of'any date, ag Renewal
Notes theretofore or then being authenticated and delivered under the Mortgage, except:

(i) Any Renewal Notes canceged by the Trustee at or prior to such date;

(ii) Renewal Notes (or portions of Renewal Notes) for the payment or redemption of which there
shall be held in trust under this Mortgage {whether at or prior to maturity or redemption date)

(a) cash, equal to the principal amount or redemption price thereof, as the case may be, with
interest to the date of maturity or redemption date, or (b) Investment Obligations as defined
in clause (i) of the definition of Investment Obligations, in such principal amounts, having such
maturities and bearing such interest, wliich, together with cash, if any, shall be sufficient to pay
when due, the principal amount or redemption price, as the case may be, viith interest to the
date of maturity or redemption date; provided that if such Renewal Notes are to be redeemed,
notice of such redemption shall have been given as in the Mortgage provided, or provision
satisfactory to the Trustee shag have been made for the giving of such notice;

-5-
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(iii) Renewal Notes in lieu of or in substitution for which other Renewal Notes shall have been
authenticated and delivered pursuant to the Mortgage; and

(iv) Renewal Notes deemed to have been paid as provided in the Mortgage.

"Paying Agent" shall mean Citizens National Bank, or any bank or trust company designated by the
County Judge/Executive, and its successor or successors hereafter appointed, as paying agent for the Renewal

Notes.

"Pledged Receipts"

(i) shall mean aH lease rental payments paid to or upon the order of the Corporation pursuant
to the Lease, including both timely and delinquent payments with late charges, if'any.

(ii) shall mean and include any and aH appropriations made to the Corporation by the County or
any other unit of government to the extent not otherwise required to be applied, nor otherwisc
committed and budgeted by the Corporation during any fiscal period of the Corporation;

(iii) shall include aH interest earned and gains realized on Investment ObHgations unless the
Mortgage specihcagy requires such interest earned and gains realized to remain in a particular
fund or to be transferred to a particular fund,

(iv) shaH mean and include ag dghts arising under the Construction Agreement and this Lease,
including, but not by way oF limitation, thc duty of the County to continuously operate,
maintain, insure, replace and renew the Project during the term of the Lease and during any
renewal terms thereof

(v) shag mean and include ag Mnounts in ag funds and accounts created by the Mortgage. including

capitalized interest; provided that amounts in the Rebate Fund shag not constitute Pledged
Receipts.

(vi) shaH mean and include any amounts realized From the foreclosure and decretal sale of the
Project.

(vii) shag mean and include aH futute bond proceeds issued by the Corporation at the dhection of
the County to complete the Project.

"Prior Notes" shall mean the jj2,175,000 First Mortgage Revenue Bond Anticipadon Notes (Water
Project), Series 2001, dated September 1, 2001.

"Project" shaH mean the construction and installation of water lines to be located on the Project Site,

'"Project Site" shall mean the site on which the Project is located as more particularly described in Exhibit
"A" attached hereto.

"Renewal Notes" shag mean thc $2395000 First Mortgage Revenue Bond Anticipation Renewal Notes

(Water Project), Series 2003, dated September 26, 2003, and due on October 1, 2004.

"Trustee" shall mean Citizens National Bank, its successor or successors, and any other banking

corporation which may at any time be substituted in its place pursuant to the Mortgage.

Section 102. Construcdon of Mort e. In tins Mortgage, unless the context otherwise requires:

Arucles and Sections referred to by number shag mean the corresponding Articles and Sections oF this

Mortgage.
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Words of the masculine gender shall be deemed and construed to include correlative words of the
feminine and neuter genders, Words importing the singular number shall include the plural number and vie

versa,

The terms "hereby", "hereop', "hereto", "hereunder", and any similar terms, as used in this Mortgage,
refer to this Mortgage or sections or subsections of this Mortgage and the term "hereafter" means after the date
of adoption of this Mortgage.

ARTICLE II
DEMISING CLAUSES

Section 20L The Pled es Effected b this Mort e.

(1) The Corporation, for and in consideration of the premises, and in order to secure equally the

payment of the principal of, interest on, and premium (if any) in respect of the Renewal Notes without any

preference, priority or distinction whatsoever of the lien hereof in Favor of any one or more of the Renewal

Notes or interest payments over any one or more of the others at any time outstanding, has granted, bargained,

sold, aligned, remlsed, released, warranted, conveyed, confirmed, assigned, transferred and set over, and by these

presents grants, bargains, sales, aligns, remises, releases, warrants, conveys and confirms, assigns, transfers and
sets over unto the Trustee, its successors and assigns, all and singularly all its right, title and interest in and to the

rea! property constituting the Project and the Project Site, being more particularly described in Exhibit "A"
attached hereto and to the Lease, duly Fded in the OEfice oF the County Clerk of Floyd County, Kentucky,
together with all improvements now situated thereon and to be hereafter constructed thereon.

(2) For the purpose of Further securing the holders of the Renewal Notes, the Corporation does
hereby transEer and assign to the Trustee all its right, title and interest in and to the Lease, the Corporadion

agreeing hereby that it shall not accept the rentals from the County but shall cause the same to be paid directly
to the Trustee by the County the stipulated rentals accruing thereunder each year that the same shall be and
remain in force, provided, however, that said sums when so paid to the Trustee shall be by the Trustee held,
treated and applied in strict accordance with the terms of this Mortgage.

(3) For the purpose of further securing the holders of the Renewal Notes, the Corporation, as

expressly provided and permitted by theLease, does hereby transfer and assign to the Trustee all oFits beneficial

rights, titles and interests in and to: (a) the Construction Agreement and other executory contracts, and (b) the
Pledged Receipts; the Corporation agreeing and covenanting hereby to the extent legally permissible it shall cause

any and all payments thereunder to be made directly to the Trustee, to be held, treated and applied by the Tmstee
in strict accordance with the terms oF this Mortgage.

TO HAVE AND TO HOLD the premises, choses in action, rights, receipts, franchises, revenues and

privileges hereby conveyed and assigned to the Trustee, its successors and assigns forever.

13UT IN TRUST, NEVERTHELESS, f'r the equal pro rata beneEit and security of each and every

Holder of the Renewal Notes and interest payable thereunder and secured by this Mortgage, and For enforcing

payment thereof, when payable, in accordance with the true intent and meaning of the stipulations of this

Mortgage and of the Renewal Notes, respectively, and without preference as to lien or otherwise ofany one Note
and so that each Note issued under this Mortgage shall have the same lien and privilege hereunder and so that

the principal of, interest on, and premium (if any) in respect of'eve enewal Note shall be equally secured
hereby according to the amount of the principal oE and interest on each Renewal Note respectively, as herein

specified; it being intended that the lien and security of all of the Renewal Notes shall take effect from the date

of execution and delivery of this Mortgage whether the same shal! be actually issued, sold or disposed of at said

date oi whether they shall be issued, negotiated or sold at some Euture date and so that the lien and security of
this Mortgage and of al! Renews) Notes that may be issued under the same shall take effect from the date oF
execution and delivety hereof as though actually issued, sold and delivered to and in the hands of innocent
holders for value upon said date, and the lien and security oF the Renewal Notes shall be in no manner altered,

impaired or prejudiced by ihe creation of subsequent liens by the Corporation or by the entry or acquisition of
judgments or liens in any form by creditors at any Future time; and said ptoperties shall be held For the further

-7-
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uses and upon the terms and conditions herein set forth,

ARTICLE III
AUTHORIZATION AND ISSUANCE OIt RENEWAL NOTES

Section 301. Authorization for Mor e. This Mortgage is adopted pursuant to the Act.

Section 302. Mor a e to Constitute Contract. In consideration of the purchase and acceptance ot'the
Renewal Notes by those who shall purchase and hold the same From time to time, the provisions of this
Mortgage shall be a part of the conttact of the Corporation with the Holders from time to time ofRenewal Notes
and shaH be deemed to be snd shall constitute a contract among the Corporation, the Trustee and the Holders
from time to time of the Renewal Notes, and such provisions are covenants and agreements with such Holders
which the Corporation hereby determines to be necessaty and desirable for the security and payment thereof.
The provisions, covenants and agreements herein set Forth to be performed on behalf of the Corporation shall
be for the equal and ratable benefit, protection and security of the Ho!ders of any and all of the Renewal Notes,
all of which, regardless oF the time or times of their issue or maturity, shall be of equal rank without preference,
priority or distinction of any oF the Renewal Notes over any other thereof except as expressly provided in this

Mortgage,

Section 303, Issuance and Delive 'f Renewal Notes. Having been authorized by the Resolution, the
Renewal Notes shaH be executed by or on behalf of the Corporation and delivered to the Trustee fot
authentication, and upon compliance by the Corporation with the special requirements, if any, set forth in such
resolution, and with the requitements ofSection 304 hereof, the Trustee shall thereupon authenticate and deliver
such Renewal Notes to or upon the order of the Corporation.

Section 304. Conditions Precedent t Authentication and Delive ofRenewalNotes, The Trustee shall

authenticate and deliver, to or upon the order of the Corporation, any of the Renewal Notes authorized to be
issued pursuant to this Mortgage and the Resolution only upon receipt by the Trustee of:

(I) Original executed counterparts of this Mortgage, the Lease and the Resolution, each certified

by an Authorized Officer of the Corporation;

(2) The written order of the Corporation as to the delivery of the Renewal Notes, signed by an
Author'ized Officer of the Corporation describing the Renewal Notes to be authenticated and delivered,
designating the purchasers to whom the Renewal Notes «re to be delivered, and staung the purchase price of the
Renewal Notes;

(3) An opinion of counsel, stating that in the opinion of such counsel the Lease and this Mortgage
have been duly authorized, executed and delivered and the Resolution of the Corporation audiorizing ihe
Renewal Notes has been duly and lawfully adopted by the Corporation; that the Lease, this Mortgage and the
Resolution are in full force and effect and are valid and binding upon the Corporation and enforceable in

accordance with their terms; that this Mortgage creates a valid pledge of the Pledged Receipts and any other
assets of the Corporation pledged for the payment of the Renewal Notes; and upon the execution, authentication
and delivery thereof, that the Renexval Notes will be duly and validly issued and will constitute valid and binding
obligations of the Corporation in accordance with their terms entided to the benefits of this Mortgage, the Lease
and the Corporation's Note;

(4) A certificate of an Authorized OFlicer of'he Corporation stating that the Corporation is not
in default in the performance of any of the covenants, conditions, agreements or provisions contained in this

Mortgage,'5)

A certiFicate oF an Authorized Officer oF the County stating that the County is not in default
in the performance of any of the covenants, conditions, agreements or provisions contained in the Lease', and

(6) Such certificates, opinions and other evidentiary materials as shall be reasonably required.
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Section 305. Medium of pa 'n Foun and Date. The Renewal Notes shall be pa'yable, with respect to
principal, redemption price, if any, and interest, in any coin or cunency of the United States of America which

at the time of paying is legal tender For the payment of public and private debts.

Interest on each Renewal Notes shall be payable by check or draft mailed to the registered Owner
thereoE as of the fifteenth (15u) day of the month immediately preceding the date for payment oF such interest,
at the address shown on the registration books kept by the Trustee. The principal and redemption price, if any,
of the Renewal Notes shall be payable, without exchange or collection charges, in lawful money of the United

States of America upon their presentation and surrender as they respectively become due and payable, whether
at maturity or by prior redemption, at the corporate trust office of the Trustee.

The Renewal Notes shall be issued only in book-entry form.

The Renewal Notes may contain or have endorsed thereon such provisions, specifications and

descriptive words not inconsistent with the provisions of this Mortgage as may be necessary or desirable to

comply with custom, or othetwise, as may be determined by the Corporation prior to the dehvery thereof.

Section 306. Execution. The Renewal Notes shall be executed in the name and on behalf oF the

Corporation by the manual or facsimile signature of an Authorized OfFicer of the Corporation and attested by
the manual or facsimile signature of another Authorized Officer of the Corporation, In case any one or more
of such Authorized Officers who shall have signed any of the Renewal Notes so signed shall cease to hold such
office or be so employed and the Renewal Notes shaH not have been actually delivered, such Renewal Notes may,
nevertheless, be delivered as herein provided, and may be issued as if the persons who signed such Renewal
Notes had not ceased to hold such office or be so employed. Any Renewal Note may be signed on behalF of the
Corporation by such persons as at the actual time oE the execution of such Renewal Note shaH be duly authorized
or hold the proper ofFice in or employment by the Corporation, although at the date of the Renewal Notes such
persons may not have been so authorized or have held such office or employment.

Section 307. Transfer and Re 'stration of Renewal Notes. AH Renewal Notes shaH be registered as to
both principal snd interest on the books of the Corporation maintained at the office oE the Trustee (hereby
designated as Registrar for the Renewal Notes). The Renewal Notes shall be subject to transfer, without chatge
to the Hohier, except for any taiq fee or other governmental charge required to be paid with respect to such

transfer. No transfer of any Renewal Note shaH be valid unless made on said books at the request oF the

registered owner in person or by his attorney duly authorized in writing, and similarly noted on such Renewal

Note. The Trustee shaH not be required to transfer or exchange any Renewal Note on any date which is after
the Mteenth (l5u) day of the month preceding any interest payment date, or during any period beginning fifteen

(15) days prior to the selection by the Trustee of Renewal Notes to be redeemed prior to maturity and ending
on the date of mailing of notice of any such redemption. The person in whose name a Renewal Note is

registered upon the books of the Corporation shall be deemed the owner thereoF For ag purposes hereunder.

Section 308, Renewal Notes Mutilated Destro ed Stolen or Lost. In case any Renewal Notes shaH

become mutilated or be destroyed, stolen or lost, the Corporation shag execute and the Trustee shag authenticate

and deliver a new Renewal Note of like maturity and principal amount as the Renewal Note so mutilated,

destroyed, stolen or lost, in exchange and substitution Eor such mutilated Renewal Note upon surrender and

cancellation of such mutilated Renewal Note or in lieu of and in substitution For the Renewal Note destroyed,
stolen or lost, upon Filing with the Corporation evidence satisfactory to the Corporation and the Trustee that

such Renewal Note has been destroyed, stolen or lost, and upon furnishing the Corporation and the Trustee with

indemnity satisiactory to them and complying with such other reasonable regulations as the Corporation and the
Trustee may prescribe and paying such expenses as the Corporation and the Trustee may incur in connection
therewith. All Renewal Notes so surrendered to the Trustee shaH be cancelled by it and evidence of such
cancellation shag be given to the Corporation.

Section 309. Authentication of Renewal Notes. Each Renewal Note shall bear thereon a certificate of
authentication, substantially in the form set Forth in the form of Renewal Note attached hereto as Exhibit "8"
duly completed and manually executed by the Trustee. Only such Renewal Notes as shall bear thereon such

certigcate of authentication and registration, duly executed, shag be entitled to any right or benefit under this
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Mortgage. No Renewal Note shaH be valid or obhgatory For any purpose unless such certificate ofauthentication

upon such Renewal Note shall have been duly executed by the Trustee. Such certilicate of authentication by the
Trustee upon any Renewal Note executed on behalf of'the Corporation shaH be conclusive and the only evidence
that the Renewal Note so authenticated has been duly authenticated and delivered under this Mortgage and that
the Holder thereof is entitled to the benegt oF this Mortgage. The authentication of any Renewal Note by the
Trustee shag in itselF constitute the acceptance by the Tmstee oF the trusts created by this Mortgage.

Secdon 310. Form ofRenewal Notes. Subject to the provisions of any resolution ol'he Corporation,
the Renewal Notes shag be substantially in the form set forth in Exhibit "B"hereto,

Section 311. Authorization oERenewal Notes, Pursuant to the Act, there is hereby authodzcd the
"Floyd County, Kentucky Public Properties Corporation First Mortgage Revenue Bond Anticipation
Renewal Notes (Water Project), Series 2003" dated September 26, 2003, in the principal amount of
$2,305,000, to provide sufficient Funds for thc payment of the costs of the Project and payment of Cost of
Issuance.

The R.enewal Notes shag be issued only as book-entry in the minimum denomination of $25,000 and

any muldples oF $5,000 thereof, and shall be numbered consecutively from one upward,

The Renewal Notes will be dated September 26, 2003, and will bear interest from the date of delivery
at the rate pcr annum fmm such date at the rate or rates set forth in the resolution of the Corporation approving
the sale of the RenewaINotes (calculated on a 360-day basis), payable on April 1„2004 (except as the redemption
provisions hereinafter set forth may be and become applicable hereto).

The Renewal Notes, and any Additional Bonds, when issued, shaH rank on a basis of parity and equality
with one another and be entitled to the benefit of the continuing pledge and lien created by this Mortgage to
secure the ful! and Final payment of the principal of i nterest on, and premium, iIany, with respect to the Renewal
Notes. The Renewal Notes, and the interest thereon, shall not constitute a general obligation or indebtedness
of the Corporation or the County svithin the meaning of the Constitution and laws of the Commonwealth of
ICentucky nor shall they be a charge against the general credit or taxing power of the County or the general credit
of'he Corporation, but shall be specud obligations of the Corporadon, payable solely and only from revenues
and Funds specifically pledged by the Corporation for thc payment of the principal of, interest on, and premium,
if any, with respect to the Renewal Notes.

Notwithstanding anything herein to the contrary, the Corporation reserves the right at aH times during
the term oF this Mortgage and the Lease, to make provision for discharge ot ag Renewal Notes by depositinginto
the 2003 Note Fund moneys sufgcient to pay ag principal. and interest requirements on the Renewal Notes to
a permitted date of redempuon or, to the date oE maturity, together with sufficient additional moneys to redeem
snd discharge aH outstanding Renewal Notes on such redemption date, or to deposit into such 2003 Note Fund
such principal amount of Investment Obligations (as defined in clause (i) of the deHnition of Investment
ObHgations) as shall, with earnings thereon, produce such identical result.

Section 312, Lssuance of the Renewal Notes. The Renewal Notes shall be issued For the purpose of
paying the principal and interest on "Floyd County, ICentucky Public Properties Corporation First Mortgage
Revenue Bond Anticipation Renewal Notes (Water Project), Series 2001" ('he "Prior Notes" ), due on October
I, 2003, the proceeds of which were used for the purpose of paying the costs of constructing and instalHng the

Project and {ii) paying the costs incident to the issuance oF the Prior Notes.

Section 313. Execution Limited Ob
'

tion. The Renewal Notes shall be executed on behalf of the
Corporation in the manner set Eorth in Section 306 of this Mortgage, The Renewal Notes, together with interest
thereon, shall be special and Hmited obligations oF the Coloration payable solely and only from moneys
deposited From time io time in the 2003 Note Fund pursuant to the provisions of the Lease and this Mortgage,
and under certain circumstances payable from proceeds of insurance awards. The Renewal Notes shall be a valid

claim of thc respective holders thereof only against the Pledged Receipts and the moneys held by the Trustee on
behalf of the Corporation in the 2003 Note Fund, which moneys, revenues and other amounts (including the

proceeds of the Renewal Notes or renewal notes, as received) are hereby pledged For the equal and ratab eb!
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payment of principal of and interest on the Renewal Notes and shall, so long as the Renewal Notes remain
Outstanding, be used and applied for no other purpose, The Renewal Notes are further secured by the
Foreclosabl«hrst mortgage lien and all other security provisions set forth in this Mortgage, AH security provisions
set Forth in this Mortgage shaH be applicable to the Renewal Notes,

Section 314. Book-En . The Renewal Notes shall initially be issued in the form ofone fully registered
note in the principal amount of each maturity oF the Renewal Notes, which Renewal Notes shall be registered
in the name of Cede & Co., as nominee of DTC. Except as provided below, aH of the Renewal Notes shaH be
registered in the registration books maintained by the Trustee in the name of Cede Br Co„as nominee of DTC;
provided if DTC shall request that the Renewal Notes be registered in the name oF a different nominee, the
Trustee shall exchange ag or any portion oE the Renewal Notes for an equal aggregate principal amount of
Renewal Notes registered in the name of such nominee or nominees oFDTC, No person other than DTC or
its nominee shall be entitled to receive from the Trustee either a Renewal Note or any other evidence of
ownetship oF the Renewal Notes, or any right to receive any payment in respect thereof, unless DTC or its
nominee shaH transfer record ownership of aH or any portion of the Renewal Notes on the registration books
maintained by the Trustee in connection with discontinuing the book-entry system as provided below.

So long as any Renewal Notes are registered in the name of DTC or any nominee thereof, ag payments
of the principal or redemption price oF or interest on such Renewal Notes shall be made to DTC or its nominee
in accordance with the Representation Letter on the dates provided Eor under this Mortgage, Each such payment
to DTC or its nominee shall be valid and el'fective to Eugy discharge ag liability of the Trustee with respect to the
principal or redemption price of or interest on the Renewal Notes to the extent oF the sum or sums so paid. In
the event of the redemption of less than aH oF the Renewal Notes outstanding, the Trustee shag not require
surrender by DTC or its nominee of the Renewal Notes so redeemed, but DTC (or its nominee) may retain such
Renewal Notes and make an appropriate notation on the Renewal Note certificate as to the amount of such
parual redemption, provided that DTC shaH deHver to the Trustee, upon request, a written confirmation of such
partial redemption and thereafter the records maintained by the Trustee shaH be conclusive as to the amount of
thc Renewal Notes which have been redeemed.

The Trustee may treat DTC {or its nominee) as the sole and exclusive owner of the Renewal Notes
registered in its name I'r the purposes of payment oE the principal or redemption price of or interest on such
Renewal Notes, selecting the Renewal Notes or portions thereof to be redeemed, giving any notice permitted
or required to be given to Noteholders under this Mortgage, registering the transfer ofRenewal Notes, obtaining

any consent or other action to be taken by Noteholders and for aH other purposes whatsoever. The Trustee shaH

be affected by any notice to the contrary. The Trustee shall not have any responsibility or obligation to any

participant in DTC, any person claiming a beneficial ownership interest in the Renewal Notes under or through

DTC or any such participant, or any other person which is not shown on the registration books as being a

Noteholder, with respect to eithen (1) the Renewal Notes; (2) the accuracy of any records maintained by DTC
or any such participant; (3) the payment by DTC or any such participant ofany amount in respect of the principal
or redemption price of or interest on such Renewal Notes; (4) any notice which is permitted or required to be
given to Noteholders under this Mortgage; (5) the selection by DTC or any such participant of any person to
receive payment. in the event of a partial redemption of the Renewal Notes; and (6) any consent given or other
action taken by DTC as Noteholder,

So long as any Renewal Notes ate registered in the name of DTC or any nominee thereof, «H notices

required or permitted to be given to the holders of such Renewal Notes under this Mortgage shall be given to
DTC as pmvided in the representation letter. Notwithstanding the foregoing, the Trustee reserves the right to
recognize as beneficial owner one other than the registered owner of a Renewal Note, upon the Trustee's being
indemnified to its satisfaction.

In connection with any notice or other communication to be provided to Noteholders pursuant to this

Mortgage by the Trustee with respect to any consent or other action to be talten by Noteholders, DTC shall

consider the date of receipt of notice requesting such consent or other action as the record date for such consent
or other action, provided that the Trustee may establish a special record date fc r such consent or other action.
The Trustee shaH give DTC notice of such special record date not less than 15 calendar days in advance of such

special recotd date to the extent possible.
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Section 315, Redem tion. The Renewal Notes are callable in whole or in part on an date beginning

April 1, 2004 at par (100%). The Trustee shall, upon being indemnified to its satisfaction, and receiving funds
necessary to redeem such Renewal Notes, cause notice of the caH for the redemption identifying the Renewal
Notes to be sent by United States mail, postage prepaid, at le~st thirty (30) days prior ro the date fixed For
redemption to the Registered Owners of the Renewal Notes, the address as set forth in the registration books
maintained by the Registrar. Failure to give such notice by mailing or any defect therein in respect of any
Renewal Note shall not affect thc validity of any proceedings foi the redemption of any Renewal Note,

ARTICLE IV
LEASE AGREEMENT

Section 401.Summ of the Lease A cement. The Corporation and the County entered into a Lease
Agreement ("Lease"), dated October 15, 2001, whereby the County agreed to lease from the Corporation the
Project, on an initial term ending on June 30, 2002. The terms of the Lease have been amended, pursuant to an
Addendum to Lease Agreement ("Addendum" ), dated September 26, 2003, wherein the County and the
Cotporation have agreed to renew, affum and ratify the Lease, with respect to the issuance of the Renewal Notes,
and have amended said Lease to extend the initial term to end on June 30, 2004, and to increase the Rentals due
thereunder in amounts equal to the principal, interest and premium, if any, due on the Renewal Notes,

The Lease and the Addendum are set froth in the records of the Floyd County Court Clerk, and
reference thereto is hereby made, and ag the tetms and conditions of the Lease and Addendum shall be binding
as if copied herein in fuH.

ARTICLE V
ESTABLISHMENT OF FUNDS AND ACCOUNTS

APPLICATION OF PLEDGED RECEIPTS

Section 501. Establishment of Funds and Accounts. The Corporation hereby formally establishes and
creates the Following speaal trust Funds described in Section 8 of the Lease as if fully set forth herein in respect
of the Renewal Notes to be held and administered by the Trustee:

To wlu (1) 2003 Note Fund
(2) Cost of Issuance Fund

Each of the above trust Funds shall be held and maintained by the Trustee pursuant to the provisions
of this Mortgage. The 2003 Note Fund shaH be Htiuidated upon the discharge and payment of the Renewal

Notes.

Section 502, A lication of Proceeds of Renewal Notes Maintenance of Funds. Upon the delivery of
the Renewal Notes to the purchaser or purchasers thereof and receipt of the purchase price, the same shall

forthwith in each case be deposited with the Trustee, as trust funds, and the Trustee shag hold, treat and disburse
the same, as follows:

(1) 2003 Note Fund. The Trustee shall set aside into the 2003 Note Fund ag sums received
from the purchaser or purchasers of the Renewal Notes as represenung accrued interest from the date of the
Renewal Notes to the date of delivery and payment therefor. The 2003 Note Fund shag at ag times be held as

a separate and special fund or account dedicated to the payment of the inteiest on the Renewal Notes untH the

maturity thereof, and for the payment of the principal of the Renewal Notes at stated maturity, There shall be
credited to the 2003 Note Fund the accrued interest herein described, together with investment income detived

from the investment of'any moneys in the 2003 Note Fund from time to time and ag rental payments made by
the County under the Lease, Pending expenditure, moneys in the 2003 Note Fund shall be invested in the
Investment obligations as defined in clause (i) of the degnition of Investmcnt ObHgations and any income
derived therefrom shaH be credited to and become a part of the 2003 Note Fund.

Upon the issuance of the Renewal Notes or any renewal notes, as the case may be, the proceeds thereof,
to the extent designated by the Corporation for the payment in full of aH principal ofand interest on the Renewal
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Notes at their stated maturity, ox in advance of maturity, as the case may be, shall be deposited into the 2003
Note Fund and applied upon either the maturity or redemption date of the Renewal Notes or the date scheduled
for the advance refunding of the Renewal Notes, Eor the payment and discharge of the Renewal Notes,

Upon the delivery of the Bonds, or any renewal notes, as the case may be, sufHcient proceeds thereof
shaH be deposited into the 2003 Note Fund to provide for the Full payment of the Renewal Notes, including
accrued interest, principal and redemption premium, if any.

(2) Cost of Issuance Fund. Upon issuance of the Renewal Notes, there shall be deposited in the
Cost of Issuance Fund the amount of moneys necessary to pay the Cost of'Issuance of the Renewal Notes from
the proceeds of the Renewal Notes as specified and detexmined in the Resolution of the Corpoxation authorizing
the issuance oE the Renewal Notes or in instructions of an Authorized Officex of the Corporation delivered to
the Trustee.

The Cost of Issuance of the Renewal Notes shall be paid only from moneys credited to the Cost of
Issuance Fund for the Renewal Notes. Upon receipt of a certificate signed by an Authorized Officer that aH Cost
of I'ssuance have been paid in full, or on the date which is one year from the date of the Renewal Notes,
whichever occurs first, the Trustee shall transfer ag amounts remaining in the Cost of Issuance Fund to the 2003
Note Fund.

Section 503. Investment of Funds. Except as otherwise provided fox in this Mortgage:

(I) Investment ObHgations purchased as an investment of moneys in any Fund held by the Trustee
under the provisions of this Mortgage shag be deemed at ag times to be a part of such Fund and the income or
interest earned, gains realized or losses suffered by a Fund due do the investment thereof shaH be retained in,
credited or charged thereto as the case may be.

(2) In computing the amount in any Fund, Investment Obligations puxchased as an investment of
moneys therein shag be valued at the lower ofcost or f'au market value. Valuation as of any date of computation
shall include the amount of interest or gain realized to such date.

(3) The Trustee shall sell or present for redemption or exchange, any Investment Obligation
purchased by it as an investment pursuant to this Mortgage whenever it shaH be necessary in order to provide
moneys to meet any payinent or transfer fmm the Fund for which such investment was made, The Trustee shaH

advise the Corporation in writing, on or before the twentieth day of each calendar month, of the details of aH

Investment Obligations held for the credit of each Fund in its custody under the provisions of this Mortgage as

of the end of the preceding month.

(4) It shaH not be necessary for any Paying Agent to give security for the deposit of any moneys
with it held in trust for the payment of pdncipal of or redemption price, if'any, or interest on any Renewal Notes.

(5) In the absence oEwritten direction from the Corporation with respect to investment of monies
held in the Funds, monies will remain uninvested until the Trustee is directed, in writing, to invest monies in

investments that qualify as Eligible Investments under this Indenture,

ARTICLE VI
PARTICULAR COVENANTS AND REPRESENTATIONS OF THE CORPORATION

Section 601. Effect of Covenants. The Corporation hereby particularly covenants and agrees with the
Trustee and with the Holders of the Renewal Notes, and makes provisions which shall be a part of the contract
with such Holders to the effect and with the purposes set forth in the following Sections of this Article.

Section 602. Pa ment of Renewal Notes. The Corporation shall duly and punctually pay or cause to
be paid the principal of the Renewal Notes and the interest thereon, at the date and places in the manner, but
solely and only Erom the special funds, accounts and sources ptovided herein and in the Renewal Notes,
according to the true intent and meaning hereof and thereof.
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Section 603. Maintenance and O eration Costs of Pro ect, In accordance with the Lease, the
Corporation covenants and agrees that it will cause the County at all times during which the Lease is in effect,
to keep and maintain the Protect in thorough repair working order snd First class condition, and thar it will from
time to time cause the County to make all needed repairs and replacements, so that the use and operation of said

properties shall be at all times properly enjoyed.

Section 604, Tax Covenant. The Corporation covenants that it will not take any action, or fail ta take

any action, if any such action or failure to take action would adversely affect the exclusion fmm gross income
of the interest on the Renewal Notes under Section 103(a) of the Code, The Corporation will not directly or
indirectly use or permit the use of any proceeds oE the Renewal Notes or any other funds of the Corporation,
or take or omit to take any action that would cause the Renewal Notes to be "Arbitrage Notes" within the
meaning of Sections 103(b)(2) and 148 oE the Code, To that end, the Corporation will comply with all

requirements ol'Sections 103(b)(2) and 148 oF the Code to the extent applicable to the Renewal Notes. In the
event that at any time the Corporation is of the opinion that for purposes of this Section 604 it is necessary to
restrict or limit the yield on the investment of any moneys held by the Trustee under this Mortgage the
Corporation shall so instruct the Trustee in writing, and the Trustee shall take such action as may be necessary
in accordance with such instructions.

Without Umiting the generality of the foregoing, the Corporation agrees that there shall be paid from
time to time all amounts required to be rebated to the United States pursuant to Section I 48(f) of the Code and

any temporary, proposed or Final Treasury Regulations as may be applicable to the Renewal Notes From time to
time, This covenant shall survive payment in Full or defeasance of the Renewal Notes, The Corporadon
specifically covenants to pay or cause to be paid to the United States at the times «nd in thc amounts determined
under Section 8 of the Lease the Rebate Amounts, as described in the Memorandum of Instructions. The
Trustee agrees to comply with all instructions of the Corporation given in accordance with the Memorandum
of Instructions.

Notwithstanding any provision of this Section, if the Corporation shall provide to the Trustee an opinion
of nationally recognized bond counsel to the effect that any action required under this Section and the Lease is

no longer required, or to the effect that some further action is required, to maintain the exclusion from gross
income of the interest on the Renewal Notes pursuant to Section 103(a) of the Code, the Corporation and the
Trustee may rely conclusively on such opinion in complying with the pmvisions hereof,

Section 605. Insurance oE Pro'ect.

(1) The Corporation further covenants and agrees thatitwill, stall times hereafter until theRenewal
Notes shall be Eully paid, require the County (to the extent such insurance is obtainable) to keep all insurable real

properties herein described and all improvements thereon to be insured against loss or damage by Fire and
windstorin to their full insurable value with standard comprehensive coverage endorsement, and the Corporation
will cause all such insurance policies to be made payable in case oF loss to the Trustee, as its interests may appear
and any amount collected under said policies for any loss covered or damage done, if there is not then existing

on Event of Default hereunder, shall first be applied to the replacement or restoration of any buildings and

improvements damaged or destroyed, iF the amount thereof, together with such other funds as may be available

for such purposes, is sufficient to replace or restore such buddings or improvements to a condition substantially

the same as before said loss incurred; and should there be a surplus remairiing after such replacement or
restoration, such surplus shall be deposited by the Trustee in the Sinking Fund, while the Renewal Notes are

Outstanding and in the Sinking Fund, while the Renewal Notes are Outstanding, and used and treated by the
Trustee as in the case of other moneys in the Sinking Fund„as applicable,

(2) In the event the Trustee shall determine to its satisfaction that the amount of such collected
insurance proceeds is insufficient to replace or repair the Project, so that the same is usable For County purposes,
then the Trustee may call upon the Corporation snd the County, or either oF them, to produce additional funds

sufficient to complete such replacement or repairs, and in the event the County or the Corporation are legally

able to produce such I'unds and actually do so, the same shall be deposited with the Trustee and used ivith the

insurance proceeds to restore the premises to tenantable and usable condition, IF the County is unable or
unwilling to produce such additional Funds, the Corporation is hereby authorized and empowered, at its election,
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to borrow such necessary additional Funds, and any amounts so advanced to assure the restoration of the Project
may, with the consent of the Trustee, be added to and deemed a part oE the indebtedness securecl by this

Mortgage and if so treated shall be secured by a lien prior and superior to the lien of the Noteholders; but no
such funds shall be secured by any such prior or superior lien unless the County is able to amoruze the amount
of such advancement, with interest, over a reasonable period oFyears by paying additional rentais over and above
the annual rentals specified in the Lease, and unless thc County actuaBy agrees in writing to pay such increased
rentals and thus retire such advancement in an orderly manner.

(3) In the event that the insurance proceeds are sufficient to tetire all of the Renewal Notes then
outstanding including interest and redemption premium computed to the next redemption date, then the Trustee
may reFuse to permit the advancement of additions! Funds to be secured by a lien prior and superior to the lien

of this Mortgage, as herein provided, and in that event the Corporation at the direction of the Trustee„shall take

all necessary and proper steps to call in the outstanding Renewal Notes for retirement and payment on the
earliest ensuing redemption date in accordance with their terms. If the Renewal Notes are so called on and
retired, the Corporation shall then reconvey the premises and properties in their damaged condition to the
County, and the Trustee shaB be authorized to make a release of this Mortgage.

Section 606. Authorization and Sale oFRenewal Notes. The Corporation Further covenants that it will

sell and issue all of the Renewal Notes hereby secured and upon authentication thereof by the Trustee and
delivery to the purchaser or purchasers will promptly take all necessary actions to cause to be delivered the net
proceeds of sale to the Trustee for application and use in accordance with the terms oF this Mortgage. Following
the sale of the Renewal Notes, the Corporation will fde with the Trustee an authenticated copy of the resolution
adopted by the Corporation establishing interest rates, and the Trustee shall accept and rely upon said resolution
as its authority to disburse and pay out interest for the benefit of the Noteholders From time to time at the
respective rate as set forth in said resolution; and it shall not be necessary to execute a supplemental Mortgage
in order to establish said interest rates.

The Corporation Eurther covenants that it will sell all of the Renewal Notes hereby secured and upon
authentication thereof by the Trustee and delivery to the purchaser viill promptly talce necessary actions to cause
to be delivered the net proceeds of sale to the Trustee for application and use in accordance with the terms of
this Mortgage, The Corporation covenants with the holders oE the Renewal Notes that it will take in timely
manner all necessary actions and adopt all necessary proceedings in order to authorize, issue and deliver the
Renewal Notes so that the proceeds of the sale of the Renesval Notes wil! be available Eor deposit into the Sinking
Fund in order to pay at maturity, being the principal amount of the Renewal Notes coming due on such date,
plus accrued interest. Following the public sale of the Renewal Notes, the Corporation will File with the Trustee
an authenticated copy of the resolution adopted by the Corporation establishing interest rates, and the Trustee
shaB accept and rely upon said resolution as its authority to disburse and pay out interest for the benefit of the
Noteholders from time to time at the respective rate or rates as set forth in said resolution; and it shall not be
necessary to execute a supplemental Mortgage in order to establish said interest rates.

Section 607, Accounts and Re orts. The Corporation shall keep, or cause to be kept, proper books of
record and account in which complete and accurate entries shall be made of aB its transactions relating to the

Project, and all Funds established by this Mortgage, which shall at all reasonable times be subject to the
inspection of the Trustee and the Holders of an aggregate of not less than Five percen't (5%) in principal amount
oF Renewal Notes then outstanding or their representatives duly authorized in writing.

Section 608. Further Assurance. At any time and at all times the Corporation shall, so f'ar 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, conve jing, granting, assigning and confirming all and singular the 'ights, assets and revenues herein

pledged or assigned, or intended so to bc, or which the Corporation may hereafter become bound to pledge or
assign,

Section 609. Powers as to Renewal Notes and Pled es. The Corporation is duly authorized pursuant
to law to authorize and issue the Renewal Notes and to enter into and adopt the Lease and this Mortgage and

to pledge the incomes, revenues and assets pledged by this Mortgage in the manner and to the extent provided
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in this Mortgage. The income„revenues and assets so pledged are and will be free and clear of any pledge, lien,

charge ar encumbrance thexean or with respect therem prior to, or of equal rank with, the pledge czeated by this

Martgage, and all official action on the part oF the Corporation to that end has been duly and validly taken. The
Renewal Notes and the provisions of this Mortgage and the Lease are and will be the valid and legally
enforceable obligations of the Corporation in accordance with their terms and the terms of this Mortgage and
the lease. The Corporation shall at aff times, to the extent perinitted by law, defend, preserve and protect the

pledge aF the incomes, revenues and assets pledged under this Mortgage and all rights of the Noteholders under

this Mortgage and the Lease against all claims and demands of all persons whomsoever.

Section 610. Com liance With Conditions Precedent, Upon the date of issuance of any of the Renewal

Nates, all conditions, acts and things required by law ar by this Mortgage to exist, to have happened or to have
been performed precedent m or in the issuance of the Renewal Notes, shall exist, shall have happened and shall

have been performed, and the Renewal Notes, together with all other indebtedness of the Corporation, if any,

shall be within every debt and other limit prescribed by law,

Section 611.General. The Corporation shall do and perform ar cause to be done and performed all acts
and things required to be done or performed by or an behalf of the Corporation under the provisions of the Act
and this Mortgage in accordance with the terms of such provisions,

Section 612. Waiver of Laws. The Corporation shall not at any time insist upon or plead in any manner
whatsoever, or claim or take the beneFit or advantage af'any stay or extension of law now or at any time hereafter
in Force which may affect the covenants and agreements contained in this Mortgage or in any resalutian, or in

the Renewal Notes, and all benefit or advantage of any such law or laxvs is hereby expressly waived by the

Corporation,

Section 613, The Pro'ect, The Corporation shall from time to time, with all practical dispatch and in a

sound and economical manner consistent in all respects with the Act, the provisions a f this Mortgage, and sound
construction practices and principles, use and apply the proceeds of'he Renewal Notes, to the extent required
for the proper purposes of the Project.

Section 614. Co oration to Enforce Contracts. The Corporation shall, to the fullest extent provided
and permitted by law, by legal action, mandamus, suit in equity, demand for specific performance, or otherwise,
enforce the Lease, the Construction Agreement and any and all other contracts and agreements in respect oF the
Project to which it is a party or a third party beneficiary.

ARTICLE VII
DEFAULT AND REMEDIES

Section 701. Trustee to Exercise Powers ofStatuto Trustee. The Trusteeshall beand herebyis vested
with all of'he rights, powers and duties of' trustee permitted to be secured pursuant to the Act, and any right

of Noteholders to secure appointment of a trustee is hereby abrogated.

Section 702. Events of Default. Each of the following events is hereby declared an 'Event of DeFault,":

(1) The Carporation shall default in the payment of the principal of any Renewal Note when and

as the same shall become due, whether at maturity or upon calf For redemption or otherwise;

(2) Payment of any installment of interest on any of the Renewal Notes shall not be made when

and as the same shall become due; or

(3) The Corporation shall fail or reFuse to comply with the provisions of the Act, or shall default

in the performance or observance of any odier of the covenants, agreements or conditions on its part contained

in this Ivfortgage, any authorizing resolution of the Corporation, or the Renewal Notes, and such failure, refusal

ar default shall continue foz a period of forty-five (45) days after written notice thereof by the Trustee or by
holders of not less than five percent (5%)in principal amount of the Outstanding Renews! Notes.
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Section 703. Remedies. (1)Upon the happening and continuance of any Event ofDefault specified in
subsections (1) and (2) of Section 702, the Trustee shall proceed, or upon the happening and continuance of any
Event of Default specified in subsection (3) of Section 702, the Trustee may proceed, and upon the written
request of the holders of not less than twenty-Five percent (25%) in principal amount of the Outstanding Renewal
Notes, shall proceed, in its own name, subject to the provisions of this Section 703, to protect and enforce its
rights and the rights of the Noteholders or by such oF the following remedies, as the Trustee, being advised by
counsel, shall deem most effectual to protect and enforce such rights:

(a) by enforcement of the Foreclosable mortgage lien on the Project Site and improvements herein
granted, and in such event the Trustee shall take over possession, custody and control oF the
Project Site and shall opera.te or carry out decretal sale of same with due regard to State and
Federal Law and the covenants contained in the Lease for the benefit of the holders of the
Renewal Notes. Provided, however, that no such foreclosure sale shall result in a deficiency
judgment of any type or in any amount against the County or the Corporation, and until such
sale the County may at any time by the discharge of the Renewal Notes and interest thereon
receive unencumbered fee simple title to the mortgaged facilities; provided that in the event of
any such enforcement of said lien by the Trustee, there shall first be paid all expenses incident
to said enForcement, snd thereafter the Renewal Notes then outstanding shall be paid and
retired;

(b) by mandamus or other suit, action or proceeding at law or in equity, to enforce ail rights of the
Noteholders, including the right to require the Coloration to enforce Fully the Lease and to
charge, collect and fully account for the Pledged Receipts, and to require the Corporation to
caxry out any and all other covenants or agreements with the Noteholders and to perl'orm its
duties under the Act;

(c) by bringing suit upon the Renewal Notes;

(d) by action or suit in equity, require the Coxporation to account as if it were the trustee of an

express trust for the Holders of the Renewal Notes;

(e) by action or suit in equity, enjoin any acts or things which may be unlawful or in violation of
the rights of the Holders of the Renewal Notes;

(1) by declaring «ll Renewal Notes due and payable, and if all defaults shall be made good, then,
with the written consent of the Holders of not less than fifty percent (50%) in principal amount
of the Outstanding Renewal Notes, by annulling such declaration and its consequences;

(g) in the event that all Renewal Notes are declared due and payable, by selling Investment
obligations of the Corporation (to the extent not theretofore set aside for redemption of
Renewal Notes for which call has been made), and enforcing all chooses in action of the
Corporation to the fullest legal extent in the name of the Corporation for the use and benefit
of the holders ol the Renewal Notes; or

(2) In the enforcement ofany rights and remedies under this Mortgage, the Trustee shall be entitled

to sue for, enforce payment on and receive any and all amounts then or during any default becoming, and at any
time remaining, due from the Corporation for principal, interest or otherwise, under any provision of this

Mortgage or of the Renewal Notes, and unpaid, with interest on overdue payments at the rate or rates of interest
specified in the Renewal Notes, together with any and all costs and expenses of collection and of all proceedings
hereunder and under the Renewal Notes, without prejudice to any other right or remedy of the Trustee or of the
Noteholders, and to recover and enforce a judgment or decree against the Corporation foi any portion of such
amounts remaining unpaid, with interest, costs and expenses, and to collect from any moneys available f'r such

purpose, in any manner provided by lasv, the moneys adjudged or decreed to be payable,

Section 704, Termination of Proceedin s. In case any proceedings taken by the Trustee on account of
any Event of Default shall have been discontinued or abandoned for any reason, then in every such case the
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Corporation, the Trustee and the Noteholders shall be restored to their former positions and rights hereunder,
respectively, and all rights, remedies„powers and duties of the Trustee shall continue as though no such
proceeding had been taken.

Section 705. Noteholders'irection of Proceedin, Anything in this Mortgage to the contrary
notwithstanding, the Holders of the majority in principal amount of the Renewal Notes then Outstanding shall

have the right by an instrument or concurrent instruments in wriring executed and delivered to the Trustee, to
direct the method of conducting all remedial proceedings to be taken by the Trustee hereunder, provided that
such direction shall not be otherwise than in accordance with the law or the provisions of this Mortgage, and that
the Trustee shall have the right to decline to follow any such direction which in the opinion of the Trustee would
be unjustly prejudicial to the Noteholders not parties to such direction.

Section 706. Limitation on Ri hts of Noteholdeis No Holder of any Note shall have any right to
institute any suit, action, mandamus or other proceeding in equity or at law hereunder, or For the protection or
enforcement of any right under this Mortgage or any right under law unless such Holder shall have given to the
Trustee written notice of the Event of Default or breach of duty on account of which such suit, action or
proceeding is to be taken, and unless the Holders of not less than twenty-five percent (25%) in principal amount
of the Renew@ Notes then Outstanding shall have made written request of the Trustee after the right to exercise
such powers or right of action, as the case may be, shall have occurred, and shaH have afforded the Trustee a

reasonable opportunity either to proceed to exercise the powers herein granted or granted under the law or to
institute such action, suit or proceedings in its name and unless, also, there shall have been offered to the Trustee
reasonable security and indemnity against the costs, expenses and liabilities to be incurred therein or thereby, and
the Trustee shall have refused or neglected to comply with such request within a reasonable time; and such
notification, request and offer of indemnity are hereby declared in every such case, at the option of the Tmstee
to be conditions precedent to the execution of the powers under this Mortgage, or for any other remedy
hereunder or under law. lt is understood and intended that no one or more Holders of the Renewal Notes
hereby secured shall have any right in any manner whatever by his or their action to afFect, disturb or prejudice
the security of this Mortgage, or to enforce any right hereunder or under law with respect to the Renewal Notes
or this Mortgage, except in the manner herein provided, and that all proceedings at law or in equity shall be
instituted, had and maintained in the manner herein provided and for the benefit of all Holders of the
Outstanding Renewal Notes. Notlung in this Article contained shall affect or impair the right of any Noteholder
to enforce the payment of the principal of and interest on his Renewal Notes, or the obligation of the
Corporation to pay the principal of and interest on each Note issued hereunder to the Holder thereof at the time
and place in the Renewal Note expressed.

Anything to the county notwithstanding contained in this Section, or any other provision of this

Mortgage, each Holder of any Renewal Note by his acceptance thereof shall be deemed to have agreed that any
court in its discretion may require, in any suit f'r the enforcement of any right or remedy under this Mortgage,
or in any suit against the Trustee for any action taken or omitted by it as Trustee, the fUing by any party litigant
in such suit oF an undertaking to pay the reasonable costs of such suit, and that such court may in its discretion
assess reasonable costs, including reasonable attorneys'ees, against any party litigant in any such suit, having due

regard to the iuerits and good Faith of the daims or defenses made by such party litigant; but the provisions of
this paragraph shall not apply to any suit instituted by the Trustee, to any suit instituted by any Noteholder, or
group of Noteholders, holding at least fifty percent (50%) in principal amount of the Renewal Notes
Outstanding, or to any suit instituted by any Noteholder For the enforcement ot the payment of the principal of
or interest on any Renewal Note on or after the respective due date thereof expressed in such Renewal Note.

Section 707. Possession oF Renewal Notes b Trustee Not Re uired. All rights of action under this

Mortgage or under any of the Renewal Notes, enforceable by the Trustee, may be enforced by it without the
possession ofany of the Renewal Notes or the production thereoF at the trial or other proceeding relative thereto,
and any such suit, action or proceeding instituted by the Trustee shall be brought in its name For the benefit of
an the Holders of such Renewal Notes, subject to the provisions of this Mortgage.

Secdon 708, Remedies Not Exclusive. No remedy herein conferred upon or reserved to the Trustee or
to the Holders of the Renewal Notes is intended to be exclusive of any other remedy or remedies, and each and

every such remedy shall be cumulative and shall be in addition to any other remedy given hereunder or now or
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hereafter existing at Iaw or in equity or by statute.

Section 709, No Waiver of Default. No delay or omission of the Trustee or of any Holder of the
Renewal Notes to exetcise any right or power accruing upon any default shall impair any such right or power or
shall be construed to be a waiver of any such default or in acquiescence therein; and every power and remedy
given by this Mortgage to the Trustee and the Holders of the Renewal Notes, respectively, may be exercised from
time to time and as often as may be deemed expedient.

Section 710, Notice of Event of Default The Trustee shall give to the Noteholders notice of such
Fvent of Default hereunder known to the Trustee within ninety (90) days after knowledge of the occurrence
thereof, unless such Event of Defauh shall have been remedied or cured befoxe the giving of'uch notice;
provided that, except in the case of default in the payment of the principal ol; or interest on any of the Renewal
Notes, or in the making of any payment required to be made into the Sinking Fund, the Trustee shall be
protected in withholding such notice if and so long as the Board, its execudve committee, or a trust committee
of members or responsible officers of the Trustee in good faith determines that the withholding of such notice
is in the interests of the Noteholders.

Section 711.Notice to State Local Finance Officer in Res ect ofNon-Renewal. In the event the County
shall elect to not renew the Lease pursuant to the provisions thereof, immediately upon receipt of notice of such
non-renewal, Trustee shall promptly advise the State Local Finance Qf6cer of the Commonwealth of ICentucky
in order that said State Local Finance. Officer shall be advised.

Section 712. A lication of Monies. All moneys received by the Trustee pursuant to the provisions of
this Article VII shall be applied by the Trustee, after payment of any fees, costs, expenses, liabilities and advances
paid, incurred or made by the Trustee in the collecuon of moneys pursuant to any right given or action taken
under the provisions of this Article VII or the provisions of the Lease (including without limitation, reasonable
attorneys'ees and expenses, except as hmited by law or judicial order or decision entered in any action taken
under this Article VII), all moneys received by the Trustee, shall be applied as follows:

(1) Unless the principal of all of the Renews!Notes shall have become, or shall have been declared
to be, due and payable, all of those moneys shall be deposited in the Sinking Fund and shall be applied;

First —To the payment to the Holders entitled thereto of all installments of interest then due
on the Renewal Notes, in the order of the dates of maturity of the installments of that interest,
beginning with the earliest date of maturity and if the amount available is not suf6cient to pay
in full any particular installment, then to the payment thereof ratably, according to the amounts
due on that installment, to the Holders entitled thereto, without any discrimination or privilege,
except as to any difference in the respective rates of interest specified in the Renewal Notes; and

Second —To the payment to the Holders entitled thereto of the unpaid principal of any of the
Renewal Notes which shall have become due (other than Renewal Notes previously called for
redemption for the payment of which moneys are held pursuant to the provisions of this
Mortgage), whether at stated mamrity, by redemption or pursuant to any mandatory sinking
fund requirements, in the order of their due dates, beginning with the earliest due date, with
interest on those Renewal Notes from thc respective dates upon which they become due at thc
rates specified in those Renewal Notes, and if the amount available is not sufficient to pay In
full ail Renewal Notes due on any particular date, together with that interest, then to the
payment thereof ratably, according to the amounts of principal due on that date, to the Holders
entitled thereto, without any discriinination or priviiege, except as to any difference in the
respective rates of interest specified in the Renewal Notes.

(2) If the principal of all of the Renewal Notes shall have become due or shall have been deciared
to be due and payable pursuant to this Article, all of those moneys shall be deposited into the Sinking Fund and
shall be applied to the payment of the principal and interest then due and unpaid upon the Renewal Notes,
without preference or priority of principal over interest, of interest over principal, of any installment of interest
over any other installment of interest, or of any Renewal Note over any other Renewal Nore, ratably, according
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to the amounts due respectively for principal and interest, to the Holders entitled thereto, without any
discrimination or privilege, except as to any difference in the respective rates of interest specified in the Renewal
Notes,

(3) If the principal of aH of the Renewal Notes shag have been declared to be due and payable
pursuant to this Article, and if that declaration thereafter shall have been rescinded and annuged subject to the
provisions oF paragraph (2) of this Section in the event that the pnncipal oF aH oF the Renewal Notes shall
become due and payable later, the moneys shaH be deposited in the Sinking Fund, as applicable, and shall be
apphed in accordance with the provisions of Article V,

(4) Whenever moneys are to be applied pursuant to the provisions of this Section, those moneys
shall be applied at such times, and from time to time, as the Trustee shag determine, having due regard to the
amount of moneys available for application and the HkeHhood of additional moneys becoming available for
application in the future. Whenever the Trustee shag direct the application of those moneys, it shall fix the date

upon which the application is to be made, and upon that date, interest shall cease to accrue on the amounts of
principal, il any, to be paid on that date, provided the moneys gre avagable therefor. The Trustee shag give notice
o F the deposit with it of any moneys and of the Gxing of that date, ag consistent with the requirements of Section
303 hereof for giving notice of redemption, The Trustee shaH not be required to make payment of principa of
and any premium on a Renewal Note to the ldolder thereof, unril the Renewal Note shaH be presented to the
Trustee for appropriate endorsement or For cancegation if it is paid fully.

ARTICLE VIII
CONCERNING THE FIDUCIARIES

Section 801. A ointment of Trustee. The Corporation hereby appoints the Trustee as Trustee and
Renewal Note Registrar. The Trustee shall signify its acceptance of the duties and obligations imposed upon it
by the Mortgage, by executing the certificate oF authentication endorsed upon the Renewal Notes, and, by
execu ung such certi Ftcate upon any Renewal Note, the Trustee shall be deemed to have accepted such duties and
obligations not only with respect to the Renewal Note so authenticated, but with respect to ag the Renewal Notes
thereafter to be issued, but only, however, upon the terms and conditions set forth in the Mortgage.

Section 802. Duties U on Events of Default. In case an Event ofDefault has occurred (which has not
been cured or waived) the Trustee shaH exercise the rights and powers vested in it by this Mortgage, and use the
same degree of care and skig in it exercise, as a prudent corporate tmstee would exercise or use under the
circumstances in the conduct of its own aFFairs, The Tmstee may execute any of the trusts or powers hereof and
perform any oF its duties by or through attorneys, agents, receivers and employees but shall be answerable for
the conduct of the same in accordance with the standard specified above, and may in aH cases pay such
reasonable compensation to ag such attorneys, agents, receivers and employees as may reasonably be employed
in connection wtth the trusts hereof. The Trustee may act upon the opinion or advice of any attorneys approved

by the Trustee in the exercise of reasonable care. The Trustee shall not be responsible for any loss or damage
resulting From any action or non-action exercised in good faith in reliance upon such opinion or advice, The
Trustee is not required to take notice or deemed to have notice of any default or Event of Default heteunder,
except Events of Default under Section 7.02(1) and (2), unless a responsible offtcer of the Trustee had actual
knowledge thereof or has received notice in writing of such default or Event of Default from the Corporation
or the Holders of at least 23'/a in aggregate principal amount of the Outstanding Renewal Notes, and in the
absence of any such notice„ the Trustee may conclusively assume that no such default, or Event of Default exists.

Before taking any action referred to in Article VII hereof, the Trustee may requne that a satisfactory
indemnity bond be furnished for the reimbursement of aH expenses to which it may be put and to protect it

agains tall liability, except HabiTity which is adjudicated to have resulted from its gross negligence or willful default

by reason of any action so taken,

Section 803. A ointmentandAcce tsnceofDutiesofPa in A ents, TheCorporationmayappoint
one or more Paying Agents for the Renewal Notes by resolution of the Corporation adopted prior to the
authentication and delivery of the Renewal Notes, and may at any thne or from time to time appoint one or more
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other Paying Agents in the manner and subject to the conditions set forth in this Article For the appointment of
a successor Paying Agent. The Trustee shall be the principal Paying Agent,

Each Paying Agent shall signify its acceptance of the duties and obligations imposed upon it by this

Mortgage by written instrument by acceptance executed and delivered to the Corporation and the Trustee.

The principal offices of the Paying Agents are hereby designated as the respective agencies of the

Corporation for the payment of the interest on and principal of the Renewal Notes.

Section 804. Res onsibili of Fiduciaries, The recitals oi fact herein and in the Renewal Notes
contained shall be taken as the statements of the Corporation and no Fiduciary assumes any responsibility For

the correctness of the same. No Fiduciary makes any representations as to the validity or sufficiency of the

Mortgage or of any Renewal Notes issued thereunder or in respect of the security afforded by the Mortgage and
no Fiduciary shall incur any responsibility in respect thereof. The Trustee shall, however, be responsible for its

representation contained in its certificate on the Renewal Notes. No Fiduciary shall be under any responsibility
or duty with respect to the application of any moneys paid to any other Fiduciary. No Fiduciary shall be under

any obligation or duty to perform any act which would involve it in expense or liability or to institute or defend

any suit in respect hereof, or to advance any of its own moneys, unless properly indemnified. No Fiduciary shall

be liable in connection with the perFormance oF its duties hereunder except for its own gross negligence or willful

misconduct. Neither the Trustee nor any Paying Agent shall be under any responsibility or duty with respect to
the application of any moneys paid to any onc of the others.

Section 805. Evidence on Which Fiduciaries Ma Act. Each Fiduciary shall be protected in acting upon
any notice, resolution, request, consent, order, certificate, report, opinion, note, or other paper or document
reasonably believed by it to be genuine, and to have been signed or presented by the proper party or parties.
Each Fiduciary may consult with counsel, who may or may not be of counsel to the Corporation, and the opinion
oF such counsel shall be Full authorization and protection in respect of any acnon taken or suFfered by it
hereunder in good faith and in accordance therewith, Whenever any Fiduciary shaH deem it necessary or
desirable that a matter be proved or established prior to talting or suffering any action hereunder, including

payment of moneys out of any Fund, such matter (unless other evidence in respect thereof be herein specifically
prescribed) may bc deemed to be conclusively proved and established by a Certificate signed by an Authorized
Officer, and such Certificate shall be Full warrant for any action talten or suFFered in good faith thereof, but in

its discretion the Fiduciary may in lieu thereof accept other evidence of such fact or matter or may require such
further or additional evidence as to it may seem reasonable, Except as otherwisc expressly provided herein, any

request, order, notice oi other direction requued or permitted to be furnished pursuant to any provision hereoF

by the Corporation to any Fiduciary shall be sufficiently executed iF executed in the name of the Corporation by
an Authorized Officer.

Section 806. Com ensation. The Corporation shall pay to the Trustee, the Renewal Note Registrar, and

each Paying Agent from time to time reasonable compensation for all services rendered under this Mortgage and
reimburse the Trustee, the Renewal Note Registrar, and each Paying Agent for their respective expenses,
advances and counsel fees. The Corporation further agrees to indemnify and save the Trustee, the Renewal Note
Registrar, and each Paying Agent harmless against any liabiTities which it may incur in the exercise and

performance of its powers and duties hereunder, and which are not due to its gross negligence or willful

misconduct.

Section 807. Permitted Acts and Functions, The Trustee and any Paying Agent may become the owner
of any Renewal Notes with the same rights it would have if it were not such Trustee or Paying Agent. The
Trustee and any Paying Agent may act as depository for, and permit any of its officers or directors to act as a
member of, or in any other capacity with respect to, any committee formed to protect the rights of Holders or
to effect or aid in any reorganization growing out of the enforcement of the Renewal Notes or this Mortgage,
whether or not any such committee shall represent the F lolders of a majority in principal amount of the Renewal

Notes then Outstanding.

Secdon 808. Resi nation ofTrustee. The Tmstee mayst any time resign and bedischarged of the duties

and obligations created by this Mortgage, by giving not less than sixty (60) days'ritten notice to the Corporation
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and to the holders of aH the Renewal Notes Outstanding by first class mail to the addresses set- Forth in the

registration books of the Registrar, specifying the date when such resignation shall take effect, and such

resignation shaH take effect upon the day specified in such notice unless previously a successor shaH have been

appointed, as provided in Section 810, in which event such tesignation shall take eFfect immediately on the

appointment of such successor.

Section 809. Removal of Trustee. The Trustee shall be removed by the Corporation if at any time so

requested by an instrument or concurrent instruments in writing, filed with the Tms tee and the Corporation, and

signed by the Holders of a majority in principal amount of the Renewal Notes then Outstanding or their

attorneys-in-I'act duly authorized, excluding any Renewal Notes held by or for the account of the Corporation.

Section 8'10. A ointment of Successor Trustee, In case at any time the Trustee shaH resign or shag

be removed or shag become incapable of acting, or shall be adjudged a bankrupt or insolvent, or if a receiver,

liquidator or conservator of the Trustee, or oE its property, shall be appointed, or if any public officer shall take

charge or control of the Trustee, or oF its property or affairs, the Corporation covenants and agrees that it wiH

thereupon appoint a successor Trustee. The Corporation shall nonfy ag Holders in the same manner as provided
in Section 808 hereof or shall publish notice of any such appointment made by it in a newspaper of general

circulanon in Kentucky, such publication to be made within twenty (20) days after such appointment.

If in a proper case no appointment of a successor Trustee shall be made pursuant to the foregoing
provisions of this Section within forty-five (45) days aFter the Trustee shall have given to the Corporation written
notice, as provided in Section 808, or after a vacancy in the oFfice of the Trustee, the Holder of any Renewal
Note may apply to any court of competent jurisdicdon to appoint a successor Trustee. Said court may
thereupon, after such notice, if any, as such court may deem proper and prescribe, appoint a successor Trustee.

Any Ttustee appointed under the provisions of this Section 810 in succession to the Trustee shag be a

trust company or bank having the powers oEa trust company within or outside the Commonwealth of ICentucky

having capital and surplus aggregating at least Ten Mllion Dollars ($10,000,000) if there be such a tmst company
or bank, willing and able to accept the office on reasonable and customary terms and authorized by law to
perform ag the duties imposed upon it by this Mortgage.

Section 811.Transfer ofRi hts and Pro er toSuccessor Trustee. Anysuccessor Trustee appointed
under this Mortgage shall execute, acknowledge and deliver to its predecessor Trustee, and also to the
Corporation„an instrument accepting such appointment, and thereupon such successor Trustee, without any
further act, deed or conveyance, shall become Fully vested with ag moneys, estates, properties, rights, powers,
duties and obligations of such predecessor Trustee, with like eFFect as if originally named as Trustee; but the
Trustee ceasing to act shall nevertheless, on the written request oF the Corporation or of the successor Trustee
execute, acknowledge and deliver such instruments ofconveyance and further assurance and do such other things

as may reasonably be required For more fuHy and certainly vesting and confirming in such successor Trustee ag

right, utle and interest of'he predecessot Trustee in and to any and ag property held by it under to the successor
Trustee any money or other property subject to the trusts and conditions herein set forth. Should any deed,
conveyance or instrument in writing from the Corporation be required by such successor Trustee For more fuHy

and certainly vesting in and confirming to such successor trustee any such estates, rights, powers and duties, any
»nd aH such deeds, conveyances and instruments in writing shall, on request, and so far as may be authorized by
law, be executed, acknowledged and delivered by the Corporation, Any such successor Trustee shall promptly
notify the Paying Agents of its appointment as Trustee.

Section 812. Mer er or Consolidation. Any company into which any Fiduciary may be merged or
converted or with which it may be consolidated or any company resulting From any merger, conversion or
consolidation to which it shaH be a party or any company which any Fiduciary tnay sell or transfer ag or
substantially ag of its corporate trust business, provided such company shall be a trust company or bank vrhich

is qualified to be a successor to such Fiduciary under Section 8'10 hereof and shall be authorized by law to
perform aH the duties imposed upon it by this Mortgage, shag be the successor to such Fiduciary without the
execution or filing of any paper or the performance oF any Further act, anything herein to the conuary
notwithstanding.
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Section 813, Resi ation or Removal oF the Pa in A ents and A ointment oF Successors. Any
Paying Agent may at any time resign and be discharged of the duties and obligations created by this Mortgage

by giving at least sixty (60) days'ritten notice to the Corporation and the Trustee. Any Paying Agent may be
removed at any time by an instrument Ftled with such Paying Agent and thc Trustee and signed by an Authonzed
Officer of the CozPoration. Any successor Paying Agent shall be appointed by the Corporation and shaH be a

trust company or bank having the powers of a trust company, having a capital and surplus aggregating at least
Ten Ivligion Dogars ($10,000,000), and willing and able to accept the office of Paying Agent on reasonable and

customary terms and authorized by law to perform ag the duties imposed upon it by this Mortgage,

In the event the Trustee receives inconsistent or conflicting requests and indemnity from two or more

groups of holders of Renewal Notes, 'each representing less than a majority in aggregate principal amount of the
Renewal Notes then outstanding, pursuant to the provisions of this Mortgage, the Trustee, in it sole discretion,
may determine what action, if any, shall be taken.

The Trustee's immunities and protections from HabiTity and its right to indemnification in connection
with the performance of its duties under this Mortgage shall extend to the Trustee's officers, directors, agents,

attorneys and employees,

The Trustee is under no obligation to exercise any oF the rights or powers vested in it by this Mortgage
at the request or direction of any oE the Noteholders unless such Holders have offered to the Trustee security
or indemnity satisfactory to the Trustee as ro its terms, coverage, duration, amount and otherwise with respect
to the costs, expenses, and liabilities which may be incurred by it in compliance with such request or direction,
and the provision of such indemnity shall be mandatory Eor any remedy taken upon direction of the Holders of
25% in aggregate principal amount oF the Renesval Notes.

Except for information provided by the Trustee concerning the Trustee, the Trustee shaH have no
responsibility for any information in any offering memorandum or other disclosure material distributed with
respect to the Renewal Notes, and the Tmstee shall have no responsibility for compliance with any state or
federal securities laws in connection with the Renewal Notes,

ARTICLE IX
MISCELLANEOUS

Section 901, Defeasance.

(1) If the Corporation shall pay or cause to be paid, or there shall otherwise be paid, to the Holders
of the Renewal Notes, aH of the principal, premium, if any, and interest to become due thereon, at the times and
in the manner stipulated therein and in this Moztgage, then and in that event this Mortgage shaH cease, determine,
and become nuH and void, and the covenants, agreements and other obligations of the Corporation hereunder
shall be satisfied and discharged, and in such event, the Trustee shall, upon the request of the Corporation,
execute and deliver to the Corporation ag such instruments as may be desirable to evidence such discharge and
satisfaction and the Fiduciaries shag pay over or deliver to the Corporation ag moneys or securities held by them
pursuant to this Mortgage which are (t) not required for the payment or redemption of Renewal Notes not
theretofore sunendered For such payment or redemption, and (ii) not required to be paid to the United States
pursuant to the Memorandum of Instructions,

(2) Renewal Notes or interest installments for the payment or redemption ofwhich moneys shall

have been set aside and shall be held in tmst by Fiduciaries (through deposit by the Corporation of funds for
such payment or redemption or otherwise) shall, at the maturity thereof be deemed to have been paid within the
meaning and with the effect expressed in subsection (1) of this Section. AH Outstanding Renewal Notes shall,

prior to the maturity thereof, be deemed to have been paid within the meaning and with the effect expressed in

subsection (1) of this Section if (a) in case any of said Renewal Notes are to be redeemed on any date prior to
their maturity, the Corporation shaH have given to the Trustee in form satisfactory to it irrevocable instructions
to give notice of redemption with respect to such Renewal Notes, (b) there shall have been deposited with the
Trustee either moneys in an amount which shag be sufficient, or Investment Obligations as defined in clause (i)
of the definition of Investment Obligations, the principal, premium, if any, of and the interest on which when
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due wiH provide moneys which, together with the moneys, if any, deposited with the Trustee at the same time,

shall be sufgcient to pay when due the principal, premium, if any, and interest due and to become due on said

Renewal Notes on and prior to the maturity date thereof, and (c) in the event said Renewal Notes are not by their

terms subject to redemption within the next succeeding 60 days, the Corporation shaH have given the Trustee,
in form satisl'actory to it, irrevocable instructions to give notice to the holders of such Renewal Notes, by

registered nr certified mail, that the deposit required by (b) shove has been made with the Trustee and that said

Renewal Notes are deemed to have been paid in accordance with this Section and stating such maturity upon
which moneys are to be available for the payment of the principal on said Renewal Notes. Neither Investment

Obligations or moneys deposited with the Tmstee pursuant to this Section nor principal, premium, if any, or
interest payment on any such Investment Obligations shag be withdrawn or used for any purpose other than,

and shall be held in trust for, the payment of the principal, premiuin, if any, and interest on said Renewal Notes;
provided that any cash received from such principal, premium, if any, or interest payments on such Investment

Obligations deposited with the Trustee, If not then needed for such purpose, shag, to the extent practicable, be
reinvested in Investment Obligations inaturing at tImes and in amounts sufhcient to pay when due the principal,

premium, if any, and interest to become due on said Renewal Notes on and prior to maturity of such Renewal

Notes, by the Trustee, free and clear of any trust, lien or pledge.

(3) IE, through the deposit of moneys by the Corporation or otherwise, the Fiduciaries shag hold,

pursuant to this Mortgage, moneys sufficient to pay the principal and interest to maturity on ag Outstanding
Renewal Notes, or in the case of Renewal Notes in respect ofwhich the Corporation shall have taken aH action

necessary to redeem prior to maturity, sufficient to pay the principal, premium, if any, and interest to such

redemption date, then at the request of the Corporation aH moneys held by any Paying Agent shaH be paid over
to the Trustee and, together with other moneys held by it hereunder, shall be held by the Trustee for the payment
or redemption of'Outstanding Renewal Notes.

(4) Anything herein to the contrary notwithstanding, any moneys held by a Fiduciary in trust for
the payment and discharge of any of the Renewal Nates which remain unclaimed for seven (7) years after the

date when ag of the Renewal Notes have become due and payable, either at their stated maturity dates or by caH
I'r earlier redemption, if such moneys were held by the Fiduciary at such date, or Eor seven (7) years after the

date ol'eposit of such moneys if deposited with the Fiduciary after said date when aH of the Renewal Notes
became due and payable, shaH at the written request of the Corporation be repaid by the Fiduciary to the

Corporation, as its absolute property and free from trust, and the Fiduciary shall thereupon be released and

discharged; provided, however„ that before being required to make any such payment to the Corporation, the

Fiduciary shall, at the expense of the Corporation cause to be mailed by registered or certified mail any registered
holder of any Renewal Notes, notice that said moneys remain undaimed and that, after a date named in said

notice, which date shag be not less than ten (10) nor more than twenty (20) days after the date of such notice,
the balance of such moneys then unclaimed will be returned to thc Corporation, Thereafter such Holders shag

look solely to the Cotporation Eor payment and the Fiduciary will have no liability with respect to said payment.

Section 902. O tion to Purchase Pro'ect, It is further specifically covenanted and agreed that the

County may, on any interest payment date while the Renewal Notes are Outstanding„acquire title to the Project
free and clear of the lien of this Mortgage which secures the Renewal Notes of the Corporation, by giving to the

Corporation and the Trustee for the Noteholders at least sixty (60) days'otice in advance, in writing, of its
intention to purchase on the next ensuing interest payment date, and by paying to the Trustee for the
Noteholders, on or before the said interest payment date, a sum equal to the principal, interest and redemption

premium which the Corporation wig be obligated to pay if it calls ag of the outstanding Renewal Notes for
redemption on the earlier or next ensuing optional redemption date, as the case may be, together with a further

sum equal to the expenses which the Corporation and the Trustee may incur in calling aH of the outstanding
Renewal Notes for payment on said date,

Upon the happening of any such event, and the issuance by the Trustee of an appropriate certificate
evidencing defeasance of aH Renewal Notes, the Corporation shag immediately convey ag its right, title and

interest in the Project to the County, free and clear of aH liens and encumbrances created by and under this

Mortgage.

Section 903. Release ofLand. Notwithstanding any other provisions of this Mortgage, the parties hereto
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reserve the right, by mutual wzitten consent at any time and from time to time, to amend or supplement this

Mortgage For the purpose of effectuating the release of one or more parcels of or interest in land constituting

a part oF the Project Site and the removal from the purview of'his Mortgage of such parcel or parcels of or
interest in land subject to the following conditions:

(a) the parcel or parcels of oz interest in land thus released or removed shall be used to construct
public improvements, or for the granting of an easement, or other interest or title to a public utility, public or
private carrier or public body for providing or improving utility services or transportanon facilities, or for the

acquisition or construction o Fany "public project" within the meaning of Section 58 010of the Kentucky Revised
Statutes; and

(b) there shall be filed with the Trustee a copy of the instrument providing Eor such release together
with a certificate of an Authorized Officer of the Corporation describing the improvements or other facilities

which will be constructed thereon or the utility or other facilitics and services which will be provided or hnproved
thereby and that in the opinion of such Authorized Officer such parcel or parcels of land are not otherwise
needed for the operation of the Project and that the release will not materially impair the efficiency or utiTitarian

value of the Project or the Project Site and will not impede the ineans of egress thereto or egress therefrom to
any material extent.

Section 904. Amendments. Notwithstanding any other provision of this Mortgage, the parties hereto
may at any time and trom time to time supplement or make any amendment or change herein (i) to cure any
formal defect or ambiguity if, in the opinion of the Trustee, such amendment or change is not adverse to the
interest of the holders oE the Renews! Notes, (ii) to giant to or confer upon the Trustee For the benefit of the
Holders of the Renewal Notes any additional rights, remedies, powers, authority or security ivhich may hwfully
be granted or conferred and which are not contrary to or inconsistent with this Mortgage, (iii) to make necessary
or advisable amendments in connection with the issuance of renewal Renewal Notes or additional Renewal Notes
in accordance with the terms hercoF, (iv) to permit the Trustee to comply with any obligations imposed on it by
Iaw, (v) to achieve compliance with any fedetal tax law, (vi) to maintain or improve any rating on the Renewal
Notes, or (vii) to provide for the release of land pursuant to and subject to the conditions specified in Section
903.

Any other amendment or change shall be subject to the written consent of the holders of at least two-
thirds (2/3} in principal amount oF the Renewal Notes outstanding at the time such consent is given, or in case
less than all of the Renewal Notes then outstanding are affected by the modification or amendment„of the
holders of at least two-thirds (2/3) of the principal amount of the Renewal Notes so aFFected.

Nothing in this Section shall permit, however, or be construed as permitting (a) without the consent of
the holder of each Renewal Note so aEEected, (i) an extension oF the maturity of the principal of or the interest
on any Renewal Note, (ii) a reduction in the principal amount of any Renewal Note or the rate of interest or
premium thereon, or (ii) a reduction in the amount or extension of the time of paying of any mandatory sinking
fund requirements, or (b) without the consent of the Holders of all Renewal Notes then outstanding, (i) the
creation of a privilege or priority of any Renewal Note over any other Renewal Note, or (ii} a reduction in the

aggregate principal amount of the Renewal Notes required for consent to amendments,

An amended or supplemental Mortgage for the purposes described in this Section shall be effective upon
the execution thereoF by the Cozporation and the Trustee and delivery thereof to the Trustee, together with any
necessary consent of Noteholders.

Section 905. No Personal LiabiTi Under Mor e or on Renewal Notes. All covenants, stipulations,
promises, agreements and obligations of the Corporation contained in this Mortgage shall be deemed to be the
covenants, stipulations, promises, agreements and obligations of the Corporation and not oEany member, officer,
director or employee of the Corporation in his individual capacity, and no recourse shall be had for the payment
of the principal of, premium, if any, or interest on the Renewal Notes or for any claim based thereon or on this

Mortgage against any member, officer, director or employee oF the Corporation or any natural person executing
the Renewal Notes.
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Section 906. Severabili, If any one or more of the covenants, stipulations, promises, agreements or
obligations provided in this Mortgage on the part of the Corporation, Trustee or any Paying Agent to be
performed should be determined by a court of competent jurisdiction to be conttary to law, then such covenant
or covenants, stipulation or stipulations, promise or promises, agreement or agreements, obligation or obligations
shall be deemed and conssrued to be severable from the remalrung covenants, stipulations, promises, agreements
and obligations herein contained and shall in no way affect the validity of the other provisions of this Mortgage.

Section 907. Headin . Any headings preceding the texts of the several Articles and Sections hereof,
and any table of contents or marginal notes appended to copies hereof, shall be solely for convenience of
reference and shall not constitute a part of this Mortgage, nor shall they affect its meaning, construcuon or effect.

{Signamres on the following pages)

-26-
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IN WITNESS WHEREOF, Floyd County, Kentucky Public Properties Corporation has caused
this Mortgage to be executed in its name and on its behalf by its President, and attested by its Secretary and
Citizens National Bank, the Trustee hereunder, has caused this Mortgage to be executed in its name and on
its behalf by an authorized officer, duly attested, all as of thc date and year first above written.

FLOYD COUNTY, KENTUCKY PUBLIC
PROPE IES CORPORATION

ATTEST:

Secretary

By:
President

CITIZENS NATIONAL BANK

ATTEST:

Tide:

STA'I E OF l<ENTUCI<Y )
) SS

COUNTY OF FLOYD )
pau,l H. Tktrau~

Th fore oin instrument was ackqowledged before me this ~, 2003, by
as President and Vta I It, as Secretary of the Floyd County, Kentucky

Pub ic Properties Corporation on behalf of the Corporation.

My~ 'n ':
NQ ARY PUBLIC

STATE OF KENTUCI<Y )

COUNTY OF FLOYD
) SS
)

, The for ping instrume was acknowledged before e this I 'h . 2/03, by
serving as a TO, and 6%sf fra3 I ~ %en, serving as ~~, of

Citizens Nat onal Bank, a l<entucky trust company, on behalf of the Trustee.

M o is io expires:
NOTAR PUBLIC
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STATE OF KENTUCICk'

COUNTY OF FLOYD )

I, , Clerk in and for the County and State aforesaid, hereby certify that on this

, 2003, the foregoing Mortgage Deed ofTrust was filed in my of6ce to be and has been together
with the foregoing certi6cates attached hereto, recorded in Mortgage Book, Page

Clerk

This instrument was prepared by
the undersigned, Attorney at Law
of; Cox Bowling & Johnson PLLC
201 East Main Street, Suite 1102
Lexin on, Kentuc 07

6 B.JO,III
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EXHIBIT "A"

I.EGAL DE CMPTI OF PRO CT S

1. Floyd County, Kentucky Public Properties Corporation's (the "Corporation" ) right and
interest in the easements and/or right ofways to locste and construct thereupon a water line
expansion as shown on the attached map, Exhibit "I"hereto, including all improvements
owned and constructed by the Corporation, all as described in the attached map.

2. Corporation's right and interest in and to the Ground Lease Agreement, attached as Exhibit
"2"hereto, and recorded in Deed Book 467, beginning at 514, of the Floyd County Court
Clerk's Office.

3. Corporation's fee simple interest in the real estate described and set forth in Exhibit "3"
attached hereto, which was acquired by the Corporation pursuant to a Deed of Conveyance
&om Southern Water dr. Sewer District, as Grantor, to Floyd County„Kentucky Public
Properties Corporation, as Grantee, dated April 29, 20Q2, and recorded in Deed Book~f7
Page ~/0, Floyd County Court Clerk's Office.
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Leaders question need to bail out Southern
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PRESTONSBURG —Tension built Friday during a meeting of the Floyd County
Fiscal Court after a motion to make a bond payment on behalf of Southern Water
and Sewer turned into a lengthy discussion that left county leaders clearly
frustrated.

The proposal in question was to make a bond and interest payment totaling
$ 104,988 to the Bank of New York. before May 20.

The motion to do so was made Friday by Judge-Executive R.D. "Doc"Marshall
after a long debate centered on why the company has not been able to make its
own paylrlen'ts.

"I made that motion because I don't want to see our people without water,"
Marshall said.

Floyd County Attorney neith Bartley called the debate about whether to make
the payment, which becomes the responsibility of the county if Southern Water
fails to pay, a "Catch-22 situation."

"Ifthis isn't paid, then there'l be several thousand people without water,"
Bartley said. "That being said, the question is what we can do to get Southern
Water to pay us."

With the issue at a standstill, the court was told that there would be penalties and
fees that would come into play if an agreement could not be reached on making
the payment on behalf of the company.

Representatives with Southern Water have told county officials that some of the
reasons they remain essentially about a month behind and currently roughly
$300,000 behind in bond payments is due to various details such as waterline
breaks and slow collection. But Bartley said Friday this reasoning wasn't enough
fol him.

"I don" t think that is a very legitimate answer," said Bartley, who added that he
would like to see the actual paperwork for the bond. "It's hard for me to answer
questions for the magistrates about this because I'e never actually seen the bond
itself."

Magistrate Donnie Daniels, who initiated the discussion by asking about the
payments, agreed with Bartley, requesting that the bond be made available for
closel'xanllnatlon before making a decision.

In order to do this without incurring penalties, the fiscal court will have to meet
in special session Tuesday after a vote Friday ended in a 2-2 deadlock, with
Marshall and Daniels voting to make the payment and Magistrates Jolm Goble
and Jackie Edford Owens voting against.

http: //www.floydcountytimes.corn/printer friendly/2578606 I/24/2013
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Daniels, explaining his reasoning as he was the first to question the motion, said
he voted for the payment "from the standpoint of people losing their water."

Magiistrate Ronnie Akers was not present for Friday's meeting.

floydcouniytimes.corn 2009

http: //www. floydcountytimes.corn/printer friendly/2578606 1/24/2013
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Court resolves Southern flap with payment
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PRESTONSBURG —A stalemate gave way during a special-called meeting of
the Floyd County Fiscal Court that saw court members vote in complete
agreement to malce good on a bond payment owed by local service provider
Southern Water and Sewer District.

The resolution to make the payment, totaling $ 104,988, saw a split vote during

the court's regular session the previous week,

At that time Floyd County Judge-Executive R.D. "Doc" Marshall and Magistrate
Donnie Daniels voted to approve the payment for the company while Magistrates
John Goble and Jackie Edford Owens voted against the move.

The court has now voted to pay the amount during the special session at which
Southern Water oflicials attended, including the company's chairman Hubert
Halbert.

When asked about the tension surrounding the decision to make good on the

payments l'or Southern Water, Halbert replied following the meeting by saying
the situation was "fine now." Calls left for Halbert in the days following the
meeting had not been returned at press time.

The focus of the tension weighed most heavily on the fact that that all attending
n1agistrates, including Daniels before voting with Marshall for the split, had

reservations about standing in with county money on the payment that many felt
should have already been taken care of by Southern Water.

At the time, Daniels sided with Marshall, saying it was a matter of making sure

that residents did not lose water.

Floyd County Attorney l<eith Bartley stressed during the court's regular session
and again during the special-called meeting the impoitance of paying the

S I 04,988 bond payn1ent lo the Bank of New York considering the county was
essentially a co-signer on the bond.

"1his particular resolution has nothing to do with Southern Water," Bartley said

just before the full court approved the payment. "It's just us and the Bank of New
Yoi*k, and they need their money."

However, Bartley followed that comment by saying that it would be a good idea
for county leaders and officials with Southern Water to have a future meeting to
further discussion concerns about future payments.

The company has pointed to water line breaks, slow collections and other
business-related hurdles as part of the reason that payments have lagged of late,
reasons Bartley characterized as not a "very legitimate answer" during the court's
previous deadlock on the issue.

floydcountytimes.corn 2009
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County still paying Southern's bond
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PRESTONSBURG —An old itch has resurfaced for county leaders and it came
during a special-called session Tuesday morning.

During the meeting, Floyd .Iudge-Executive R.D. "Doc"Marshall offered for
approval a twice-annual bond payment of more than $54,000 on behalf of
Southern Water and Sewer District.

The utility company went before the fiscal court this past May and explained that
they could not make the payments, forcing county leaders to stand in for the
obligation or risk residents losing water.

The payment, totaling $54,151, was made during that meeting and Southern
Water representatives told the court they would soon be able to make the
payments on their own.

"That's what they told us then," Magistrate Donny. Daniels said Tuesday. "I
remember them saying that they would be able to pay."

One point of much concern for Daniels, as well as Magistrates Ronnie Akers,
Jackie Edford Owens and John Goble, was that Southern Water recently
implemented a rate increase.

Now, county leaders are now wondering why the utility company can still not
afford to make its own bond payment.

At the time the problem was f>rst brought up, Floyd County Attorney Keith
Bartley called it a classic "Catch-22" situation.

Assistant Floyd County Attorney Stacy Marshall said Tuesday he felt that now
that the rate increase had been put in place, Southern Water would be able by
next quarter to make the payment.

It can"'t come soon enough for some on the court.

"They'e got us over a barrel here," continued Daniels. "I don't like this couit
and our residents to be held hostage by rate increases.'"

Akers said people in his district are being forced to either pay their water bills or
buy medicine. I-Ie wanted a motion Tuesday to see the rate increase dropped, but
will have to wait to present the idea again in regular session.

"We just watched them buy three new vehicles for about $70,000," Akers added.
"I don't see why they couldn't use that to make their bond payment."

floydcountytimes.co>ss 2009
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Former judge tries to dispel Southern rumors
I') 'i:, i I i c I ll < ~! 1 '~. i ~ I I I I'! I i ) i )

01.2(>,10 . 11; .<i uu'i

PRESTONSBURG —Former .Tudge-Executive Paul Hunt Thompson paid a visit
to the Floyd County Fiscal Court this past Friday in hopes of clearing up some
points concerning Southern Water and Sewer District.

Southern has been in discussions in the last several months with county leaders,
who have asked if the company can pay more or all on a bond issued during
Thompson s tenlll'e as top of'ficial,

The annual bond payment, which totals at $ 160,000, was initially set up so the
county paid $60,000 each year and Southern made up the remaining $ 100,000.

Thompson explained Friday the origins of the bond and also moved to dispel
rumors concerning the actual amount of the payment over the course of the next
several years.

"There has been a lot of talk about Southern Water and Sewer, especially with
bonds,"'aid Thompson, who addressed the fiscal court with several folders of
documentation Friday. "There were grants available and we took advantage of
that and received millions of dollars for water extensions. All of this money was
dedicated to this project and not one cent of this money was spent outside the
boundaries of'outhern Water and Sewer."

The total amount taken out for water and sewer grants early in Thompson's
administration was $2.6 million that kick-started some $20 million in later grants
and funding which resulted in making treated water available to approximately 99
percent of Floyd Countians. The first $2.6 million covered the first group of
projects such as line installations, tank sites and pump stations, Thompson said.

In the past several months„ floods and ice storms have pinched county resources,
according to magistrates such as District I 's.fohn Goble, who said he and others
on the fiscal court had to start looking at where money could be found to continue
county business. Southern's bond payment made it onto the radar, and officials
have been discussing it since that time.

"This county's suffered three floods and an ice storm and we'e been looking to
tighten our belts," Goble said Friday.

Floyd County Attorney Keith Bartley said the f>seal court looking to Southern to
become self-sufhcient reflects back to the original plan when the company was
first formed.

"At one point it was the vision that Southern pay their bond payment," Bartley
said, "Ifthey can do that, they should. If they can', then the fiscal court will liave
to decide whether to step up,"

The point was one Bartley has made often during discussions about Southern's

http: //www.1loydcountytimes.corn/printer friendly/5608403 1/24/2013
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bond payment issues in past court meetings.

A June 2005 refinancing of the bond insured the payments would not increase,
Thompson said, but he told court members Friday that misinformation about that
contract had been spread throughout the county.

"Someone has been showing documents all over Floyd County showing a
document that reflects five years of payments and saying it's for one year,"
Thompson said. "%hoever put that out there, it was misstated and
n'ilslnfol matlon.

The document Thompson referred to Friday was fi.om a past county audit that
showed the extended payment schedule for Southern's bond. 1t reflects the

$ 100,000/ $60,000 split until the planned amount for 2014. At this point the
payment, $330,000, is shown in five-year increments rather than one-year.

Thompson said this misled people to believe the county's payments would jump
this much in a single year.

floydcountytimes.corn 2010
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PRESTONSBURG —The contractual obligation of the Floyd County Fiscal
Court to make bond payments for Southern Water and Sewer brought about
questions from District 3 Magistrate Donny Daniels during a meeting on
Wednesday,

The court voted to approve the 2007 bond principal and interest payment to Bank
of New York in the amount of $55,000, to be paid out of the bond principal
budget account, and $54,151,25, to be paid from the bond interest budget
account. Daniels voted against the motion.

"The last three n1eetings I'e asked to have somebody here from Southern
Water„'"'aniels said. "This is three years that we'e paid both payments of their
bond payments, and they'e had a rate increase."

Judge-Executive R.D. "Doc" Marshall told the court that Southern Water and
Sewer staled to deposit $8,500 a month beginning in February and the amount is
currently at $25,000.

"I have a lot of unanswered questions," Daniels said,

County Attorney I<.eith Bartley said the court doesn't have an option in the
matter,

"We are contractually obligated to pay whether or not Southern Water pays a
penny,"'artley said.

Before voting against the motion, Daniels expressed his displeasure with the
Sl'tl.latlon,

"They"ve got us hamstringed," Daniels said.

In total, the court voted to make the semi-annual bond payment of $109.151.25.
The payment was due on May 20.

floydcountytimes.corn 2010
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by SI-IELDON COMPTON

Staff Writer

PRESTONSBURG —Three commissioners were either newly appointed or
reappointed to Southern Water and Sewer's commission Wednesday.

Following the death of former commissioner Palmer Frasure on Sept. 12, the

county has been working to find someone to appoint to fill the vacancy. On

Wednesday, fiscal court members appointed Hayes Hamilton to fili that spot.

In addition, county officials also issued reappointments for four-year terms for
serving commissioners Paula Jolmson and Scarlett Stumbo.

ln related news, thc county continued to naake bond payments for Southern Water
and Sewer„releasing more than $42,000 from its coffers for the upcoming
December payment. Floyd Judge-Executive R.D. "Doc"Marshall said this still
left the county roughly $11,000 short on the second of two yearly payments that
have to be made.

This payment, according to County Treasurer David Layne, does not cut into the

principal amount of the bond, but only covers the interest.

The fiscal court also:

I Approved payment of $2,493 to WestCare for the month of October. The
Floyd County Detention Center was awarded a community corrections recovery
program grant of $138,000 through the Office of Drug Control Policy, which is
the funding source for the county payments.

I Approved their most recent claims list and transfers relating to election
commissioners„highway equipment, and debt services.

All members were present for Wednesday's meeting.

floydcountytimes.corn 2010
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Court votes down request for Southern accounting
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PRESTONSBURG —A divided court rejected a proposal by one magistrate to
have a local utility account for its iinancial condition.

District 1 Magistrate .Iohn Goble asked fellow members of the couit to adopt a
resolution requiring Southern Water and Sewer District to provide the couit with

copies of its audits fiom 2008, 2009 and 2010, as well as a balance sheet for
2011. In his motion to that effect, he also asked that members of the Southern
Water board meet with the fiscal court to go over the utility's finances.

Goble explained that he was motivated to make the request because he is not
satisfied with the amount of fmancial reporting the county is receiving about
Southern Water, even though the county is paying the bulk of Southern Water'
bol id.

"We"re paying this bond and we have been for five years," Goble said, during a
meeting of the hscal court Friday. "I don't mind paying it, because the people
need the service, but we need to know what condition they'e in."

Seemingly surprised by the request, County Judge-Executive R.D. "Doc"
Marshall said there was nothing Goble was requesting that wasn't public record,
available not only to the fiscal court, but to anyone who requested it.

District 4 Magistrate Ronnie Akers seconded Goble's motion, but they were the
only two who voted in favor of the request. District 2 Magistrate Hattie Owens
and District 3 Magistrate Warren Jarrell voted against the motion, and Marshall
broke the tie by also voting against it.

The request by Goble was the only hiccup during a mostly routine meeting. In
other action, the court:

~ Approved a request by Marshall to pay $50,000 to Floyd County Senior
Citizens. Marshall said the amount represented one of four such payments the
court had previously agreed to provide to Floyd County Senior Citizens, but
would simply be paid one month early. Marshall said the program is "in dire
need" of funds, leading to his request for the early payment. The motion passed
unan i n1ous Iy.

~ Approved a $1.4 million budget for the sheriff's office and set a salary cap of
$792,900 for deputies and other employees of the department.

~ Approved a $12.7 million budget for the county clerk's office and set a salary
cap of $700,000 for deputy clerks.

http: //www. floydcountytimes.corn/printer friendly/16846702 1/24/2013
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~ Paid bills and made transfers between accounts.

floydcountytimes.corn 2011
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I<entucky Area Development Districts Financin Trusts

County of Floyd, Kentucky

KADD2005 147K. —Final Schedules

Sources 4 Uses
Dated 06l28l2006 ( Delivered ooi26l2006

Sources Of Funds
Paf Alllotltlt ol Boluls

Total Sources

$2,600,000.00

$2,60O,OUO.OO

Uses Of Funds
Total Undcrn'ritcr's Expense

Bowl Counsel

Trustee Origination

Bating Agency I ec
Dross Bond Insurance Premium (172.0 bp)
Deposit to Project Construction l'und

52,000,00
6,000.00
l,000,00
6,800.00

82,314.55
2,45 J,885A 5

Total Uses $2,600,099.00

Floyd county l G/25/20D5 l 2:25 PM

~ ~ ~ . ~
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I<entucky Area Develo ment Districts Financing Trusts

County of Floyd, Ikentucky

IZADD2005 147'' —Final Schedules

Debt Service Schedule Part1 of 2

Date
12/01/2005

06/01/2006
12/0 I /2006

06/01/2007
12/01/2007

06/01/2008
12/01/2008

06/0 I /2009
12/01/2009
06/01/2010
12/01/2010
06/01/2011
12/01/2011

06/01/2012
12/01/2012

06/01/2013
!2/01/2013
06/01/2014
12/01/2014

o6/o Ion I s
12/01/2015
06)/01/2016

I 2/0 I /2016
06/01/2017
12/01/2017
06/01/2018
12/01/2018

06/01/2019
12/01/2019
06/01/2020
12/01/2020
06/01/202!
12/01/2021

06/01/2022

12/0 I /2022

06/01/2023
12/Ol/2023

06/01/2024

12/01/Z024

06/01/2025
12/01/2025
06/01/2026
12/01/2026

Principal

ss,ooo.nn

50,000.00

50,000.00

50,000.00

55,000,00

55,000.00

55,000.00

6o,ooo,no

60,000,00

6S,OOO.QO

65,000,00

70,000.00

70,000,00

75,000.00

75,000,00

80,000.00

85,000.00

90,000,00

90,000,00

95,000.00

Ioo,ono,oo

Coupon

3.000%

3.000%

3,000%

3.300%

3.300%

3,500%

3.500%

3.800%

3.800%

3.800%

4,250%

4,250%

4.250%

4 250%

4 500'/

4,500%

4.500%

4.500%

4.600%

4.600%

4.600%

Interest
47,984.63
56,452,50
55,627.50
55,627.50
54,877,50
54,877.50
54,127.50
54,127.50
53,302,50
53,302,50
52,395.00
52,395.00
51,432.50
51,432.50
50,470.00
50,470.00
49,330.00
49,330,00
48,190,00
48,190.00
46,955,00
46,955.00
45,573.75
45,573.75
44,086.25
44,086.25
42,598.75
42,598,75
41,005,00
41,005,00
39,317,50
39,317,50
37,517,50
37,517.50
35,605.00
35,605,00
33,580.00
33,580,00
31,510.00
31,510,00
29,325.00
29,325,00
27,025.00

Total P+I

47,984.63
I I 1,452.50
55,627,50
!05,627.50
54,877.50

104,877.SO
54,127.SO

104,127.50
53,302.50

108,302,50
52,395.00

107,395.00
51,432,50

106,432.50
50,470.00

110,470.00
49,330.00

109,330.00
48,190,00

113,190,00
46,955,00

I I 1,955.00
45,573.75

115,573.75
44,086.25

114,086.25
42,598.75

117,598,75
41,005,00

116,005,00
39,317.50

119,317.50
37,517.50

122,517.50
35,605.OO

125,605.00
33,580.00

123,580.00
31,510,00

126,510,00
29,32S,00

129,32S.OO

27,025.00

Floyd County I 0/23/2005 I 12:57 PM
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Kentucky Area Development Districts Financin~ Trusts

County of Floyd, Kentucky

KADD2QQ5 147K —Final Schedules

Debt Service Schedule Part 2 of 2

Date

06/01/2027
12/01/2027
06/01/2028
12/01/2028

06/01/2029
12/01/2029

06/01/2030
12/0 i/2030
06/01/203 I

12/01/2031

06/01/2032
12/01/2032
06/01/2033
12/01/2033
06/01/2034
12/01/2034

Of>/01/2035

Total

Principal

105,000.00

110,000,00

115,000.00

120,000,00

125,000,00

135,000.00

140,000.00

145,000,00

155,000.00

SZ,GOII,OOO.OO

Coupon

4.700%

4.700%

4 700%

4.700%

4 700%

4 700%

4.700%

4 700%

4 700%

Interest
27,025.00
24,557.50
24,557.50
21,972,50
21,972.50
19,270.00
19,270,00
16,450,00
16,450,00
13,512.50
13,512.50
10,340.00
10,340.00
7,050.00
7,050,00
3,642,50
3,642.50

$2,185,729.G3

Total P+I

132,025.00
24,557.50

134,557.50
21,972.50

136,9?2.50
19,270.00

139,270.00
16,450.00

141,450,00
13,512.50

148,512.50
) 0,340.00

150,340.00
7,050,00

) 52,050.00
3,G42,50

158,642,50

$4,785,729.63

Yield Statistics

Bond Year Dollars

Avcragc I.ifc
Avcrttgc Coupon

Ncl hlterest Cos( (NIC)
True Intcrcsl Cos( (TIC)
Bond Yield for Arbitrage Purposes

All Inchtsivc Cost (AIC)

$47„935.00
18.437 Years

4,5597781%

4.6682583%
4.6977813%
4 8010854%
5.1119375%

IRS Form 8038
Net Interest Cost

Weighted Average Maturity

4.5597781%
18,437 Years

Floyd County I
5/23/2005 I 12:57 PM
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1<entucky Area Develo mn3t Districts F<inancin

County of Floyd, Ikentuclcy

I<AOD2005 147K. —Final Schedules

Trusts

Wet Debt Service Schedule Part S of 2

Date

06/28/200 S

12/0! /2005

06/0! /2006
12/01/2006

06/01/2007
12/01/2007

OC)/01/2008

12/01/2008

OC)/01/2009

12/Ol/2009

06/01/2010
12/0 I/2010
06/01/2011

12/0! /2Q I I

06/01/2012
12/01/2012
06/01/2013
12/0 t/2013
OG/01/2014

12/01/2014
06/01/2015
12/0 I/201 S

06/01/2016
12/01/2016

06/01/2017
12/01/ZO17

06/01/20! 8

12/01/2018
06/0 t/2Q19

12/01/2019
D6/0 t /2020
12/01/2020

OG/01/2021

12/0 I/Z021

06/01/2022
12/01/2022

06/01/2023
12/01/2023

06/01/2024

12/01/2024

06/01/2025

!2/01/2025

55,000,00

50,000.00

50,000,00

50,000.00

ss,ooo.no

3.000%

3 000%

3.000%

3,300%

3 300

55,000.00

'5,000,00

60,000.00

Cio,ono,on

65,000.00

65,000.00

70,000.00

70,000.00

75,00D.OD

75,000.00

80,000.00

85,000.00

3.500%

3.500%

3,800%

3.800%

3,800%

4,250%

4,250%

4.250%

4 250%

4 500

4.500%

4.500%

90,000.00

9o,oon.nn

¹.SOO%

4.C)00%

95),000.00 4.600%

Principal Coupon Interest

47,984,63
56,452.50
55,627.50
55,627.50
54,877.50
54,877,50
54,127.50
54,127,50
53,302.Sn

53,3Q2.50
52,39S.OO

52,395.00
51,432,50
5 1,432.50
50,470,00
50,470,00
49,330,00
49,330.00
48,190.00
4 8,19D.OO

46,955,00
46,955,00
45,573,75
45,573.75
44,086.Z5
44,086,25
42,598,75
42,598.7S
41,005.00
41,005.00
39,317.50
39,3!7.50
37,517,50
37,5!7,50
35,605.00
35,605.00
33,580.00
33,580.00
31,510.00
31,510,00
29,325.00

47,984,63
II 1,452,50
55,627.50

105,627,50
54,877,SO

104,877.50
54,127,50

104,127,50
53,302.50

108,302.50
52,395.00

107,395,00
51,432.50

I OG,432,50

50,470,00
110,470.00
49,330.00

109,330.00
48,190,00

113,190,00
46,955.00

111,955,00
45,573.75

115,573,75
44,086.2S

114,086,25
42,598,75

117,598.75
41,005.00

116,005.00
39,317.50

119,3!7,50
37,517.50

122,517,50
35,605.00

125,605.00
33,580.00

123,580.00
31,510.00

126,510.00
29,325.00

900.00
900.00
886,2.5

BBG,25

873.75
873,7S
861,2S
861,25
848.75
848.75
835.00
835,00
821,25
821,25
807,50
807.50
792.50
792.50
777.50
777.50
761,25
761,25
745.00
745.00
727,50
727.50
710.00
710,00
691.25
691.25
672.50
672,50
652.50
652.50
63!.25
63 1.25
608,75
Ci08. 75

586.25
586.25
562.50

48,884.63
112,352.50
56,513,75

106,S I 3.75
55,751.25

105,751.25
54,988.75

104,988.75
54,151.25

109, I 51.25
53,230,00

108,230,00
52,253,75

107,253,75
51,277.50

111,277.50
50,122.50

110,122.50
48,967,50

113,967,50
¹7,7!6.25

112,716.25
46,318.75

116,318,75
44,813,75
I!4,813,75
43,308.75

118,308.75
41,696.25

116,696.25
39,990.00

119,990.00
38,170.00

123,170.QO

36,236.25
126,236,25
34,188.7S

124,188.75
32,096,25

127,096,25
29,887,50

Totai P+I Expenses Net New D/S

Fiscal
Total

161,237.13

163,027.50

161,502.50

159,977.50

163,302.50

161,460.00

159,507.50

162,555.00

160,245.00

162,935.00

160,432.50

162,637.50

159,627.50

161,617,50

158,392.50

159,980,00

161,340.00

162,472.50

158,377.50

159, t 92.50

Floyd Coon)y ! 6/23/2005 I 12;67 PM
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Kentucky Area Development Districts 1I'inancing Trusts

County of Floyd, Kentucky

KADD2005 147K. —Final Schcdulcs

Net Debt Service Schedule Part 2 of 2

Date

06/01/2026
12/01/202f)

06/01/2027
12/01/2027
Of>/0 I /2028

12/01/2028

06/01/2029
12/01/2029
OG/01/2030

12/01/2030
06/01/203 I

12/01/2031

06/01/203 2

12/01/2032

OCi/01/2033

12/01/2033

06/01/2034
12/0 I/2034

06/01/2035

Totnl

Principal

IOO,OOO.OO

Coupon
4,fO0%

IOS,OOO,OO

110,000.00

4.700%

4.700%

120,000.00

125,000.00

135,000.00

140,000.00

145,000,00

155,000.00

$2,600,000,00

4.700%

4,700%

4 700%

4 700%

4.700%

4 700%

115,000.00 4,700%

Interest

29,325,00
27,025.00
27,025.00
24,557,50
24,557.50
21,972,50
21,972,50
19,270,00
19,270,00
16,450,00
16,450,00
13,512.50
13,512.50
10,340.00
10,340.00
7,050.00
7,050.00
3,642,50
3,642.50

Total P+I

129,325,00
27,025.00

132,025.00
24,557.50

134,557.50
21,972,50

136,972.50
19,270.00

139,270,00
16,450,00

141,4SO.OO

13,512.50
148,512.50

10,340,00
150,340.00

7,050.00
152,050.00

3,642,50
158,642.50

Expenses
562.50
537,50
537,50
511,25
511,25
483,75
483.75
455,00
455,00
425,00
425.00
393,75
393,75
360.00
360.00
325,00
325,00
288,75
288.75

$2,185,'729.63 $4,785,729.63 $39,065.08

Net New D/S

129,887.50
27,562.50

132,562.50
25,068,75

135,068.75
22,456.25

137,456.25
19,725.00

139,725.00
16,875,00

141,87S.OO

13,906,25
148,906.25

10,700,00
150,700.00

7,375.00
152,375.00

3,931.25
158,931.25

$4,824,794.G3

Fiscal
Total

159,775.00

160,125.00

160, (37.50

159,9 \ 2,50

159,450.00

158,750,00

162,812.50

161,400.00

159,7SO.OO

162,862.50

Ftoyd County I 6/23/2005 I t2:67 Pttt
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Kentucky Area Development Districts Financing Trusts

County of Floyd, I<entuclcy

I<ADD2005 147' Final Schedules

Pricing Summary

Maturity

06/01/20D8

06/01/2010

06/01/2012
06/01/2015
06/01/2019
Dti/01/2023

06/0 I/2026

06/01/2035

Total

Type of Bond
Tel'nl I Coupon
1'crm 2 Coupon

Tenn 3 Coupon
'I'crm 4 Coupon
1'erm 5 Coupon

Terln 6 Coupon

Term 7 Coupon

Tcrnl 8 Coupon

Coupon

3.000%
3.300%
3,500%
3.800%
4,250%
4.500%
4 6PP%
4.700''

Yield

2.999%
3.300%
3.500%
3.800%
4.250%
4.500%
4,600%
4.700%

Maturity
Value

155,000.00
105,000.00
110,000.00
185,000,00
280,000,00
330,000.00
285,000.00

1,150,000.00

$2,600)DDD.DD

Price
100.000%
100,000%
100.000%
100.000%
100.000%
IDO.OO0%

100.000%
100.000%

Dollar Price
155,000,00
105,000,00
I!0,000.00
185,000,00
Z80,000.00
330,000,00
285,000,00

1,150,000.00

$2,6DD,DDD,DD

Bid Information

I ar Anloul'It of 13onds

Gross Production

$2,600,000.00
$2,600,000.00

Total Undenvrilcr's Discount (2,0D0%)
tt td I98.OOO%)

Total Purchase Price

$(52,000,00)
2,548,000.00

$2,548,000.00

I3ond Year Dollars

Average Life

Average Coupon

Nct. Intercsl Cost (NIC)
1'rue lntcrcst Cost (TIC)

$47,935,00
18,437 Years

4.5597781%

4.668ZS83%
4.6977813%

Floyd County I sl23/2005 I 12:57PM
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Kentucky Area Develo ment Districts Financing Trusts

County of Floyd, Kentucky

KADD2005 147K —Final Schedules

Derivation Of Form 803S Yield Statistics

Maturity

06/28/2005

06/01/Z006

06/01/2007

06/01/2008
D6/01/2009

06/0 I/2010
06/nf/20»
OCi/01/2012

06/01/2013
06/01/2014
OG/01/2015

OC)/01/20 I C)

OG/01/2017

06/01/2018
06/01/2019
06/01/2020
0(i/01/2021

0(i/01/2022

06/D I/2023

OG/01/2024

06/01/2025

06/01/2026
06/0 I/ZOZ7

06/0 I /2028
06/01/2029
06/01/2030
06/01/2031
06/01/2032
06/01/2033
06/01/2034
06/01/2035

Totsi

Issuance
Value

55,000.00
50,000.00
50,000.00
50,000,00
55,000,00
ss,noo.oo
55,000.00
60,000.00
60,000.00
65,000.00
65,000,00
70,000.00
70,000.00
75,000.00
75,000.00
an,nno.oo

85,000.00
90,000,00
90,000,00
95,000.0D

100,000,00
105,000,00
110,000.00
115,000.00
120,000.00
125,000,00
135,000.00
140,000.QO

145,000.00
155,000.00

$2,6QQ,QQQ.QD

Price

100,000%
ioo,ono%
100,000%
100,000%
100.000%
IDP DPP

100.000%
I DQ,000%

100.000%
I OO.OOO%

[00.000%
100 OQ0%

iQQ 000%
100.000%
100.000%
100.000%
100,000%
IPP OPP%

100 000%
100.000%
100.000%
100,000%
100.000%
fp0.000%
100.000%
100.000%
100 000'/
100.000%
100,000%
100.000%

Issuance
PRICE

55,000,00
50,00Q.DD

50,000.00
50,000.00
55,000,00
SS,OOO,DO

ss,ooo.no
60,000.00
60,000.00
65,000.00
65,000.00
70,000,00
70,000,00
75,000.00
75,000,00
an,ooo.on

&5,000,00

90,000,00
90,000,00
95,000.00

100,000.00
If)5,000.00
110,000.00
115,000,0D
120,000.00
125,000,00
135,000.00
140,000,00
145,000,00
155,000.00

$2,Gpo,ono.nn

Exponent

0,9250000x
1.9250000x
2,9250000x
3,9250000x
4,9250000x
5,9250000x
6,9250000x
7,9250000x
S.9250000x
9,9250000x

10.9250000x
11.9250000Ã
12,925000px

13.9250000x
14.9250000x
15.9250000x
16.9250000x
17,9250000x
18,9250000x
19,9250000x
20,9250000x
21.9250000x
22,9250000x
23,9250000x
24.9250000x
25.9250000x
26.9250000x
27.9250000x
28,9250000xi
29,925000px

. Bond Years

50,875.00
96,250.00

146,250,00
196,250,00
270,875.00
325,875.00
380,875,00
475,500.00
535,500.00
645,125.00
710,125.00
834,750.00
904,750,00

1,044,375.00
I, 119,375.00
1,274,000.00
1,438,625.00
1,613,250,00
1,703,250,00
1,892,875,00
2,092,500.00
2,302,125.00
2,521,750,00
2,751,375,00
2,991,000.00
3,240,625,00
3,634,875.00
3,909,500.00
4,194,125,00
4,638,375,00

$47,935,nnn.no

IRS Form 8038

9/cighted Avcrugc Muiurity = Bond Yours/Issue Price

Total Intcrcsl from Debt Service

Totnl Inlercst

NIC = lntcrcst /(Issue Price t'vcrugc Maturity)

Bond Yield for Arbitrage Purposes

18,437 Ycurs

2,1S5,729.63

2,185,729.63

4.5597781%

4.8010854%

FtoydCounty f 0/23/2005 I t2:57PM
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I<entucky Area Development Districts Financin Trusts

County of Floyd, Kentucky

KADD2005 147K —Final Schedules

Expense Summary Part 1 of 2

DATE

12/01/2005

o6/o I/2006

12/01/2006

06/01/2007

12/01/2007

06/01/2008

12/01/Z008

06/01/2009
12/01/2009

06/01/2010
I 2/01/2010
06/01/2011
12/01/2011

06)/01/2012

I Z/01/2012

06/01/2013
12/0! /2013
06/01/2014
12/01/2014

06/01/2015

12/01/2015

06/01/2016
12/01/201G

OG/01/2017

12/D I /2017

06/01/2018
12/01/2018
06/01/2019
12/D I /2019
06/01/2020
12/01I2020
06IO I/2021

12/01/2021

06/0 I /2022

12/01/2022

06/01/2023

12/01/2023

06/01/202'I

12/01/2024

06/01/2025

12/01/2025

Trustee
Fee

250.00
250.00
250.00
250.00
2SD.OD

250.00
250.00
250,00
250.00
250.00
250.00
250.00
250.00
250.00
250,00
250.00
250.00
Zs0.on

250,00
250.00
250,00
250.00
250,00
250,00
250,00
250,00
250,00
250.00
250.00
250.00
250,00
250,00
250.00
250,00
2SD.DD

250,00
250,00
250,00
250.00
250.00
250.00

KADD

Admin Fee
650.00
650.00
6)36.25

636.25
623.75
623.75
611.25
611,25
598,75
598.75
585.00
585,00
571.25
S71.25
557.50
557.50
S42.50
542.50
527.50
527.50
511.25
511.25
495.00
495,00
477,50
477,50
460.00
I160.00

441.25
441,25
422,50
422,50
402,50
402.SD

381,25
381,25
358.75
358.75
336.25
336,25
312,50

TOTAL

900.00
900.00
886,25
886.ZS
873,75
.873,7S
861.25
861.25
848,75
R4R.75

835,00
835.DO

821.2S
821.25
807.50
807.50
792.50
792,50
777.50
777.50
761,25
761.25
745.00
745.DD

727,50
727.50
710.00
710.00
691.25
691.25
672,50
672.50
652,50
652.50
63125
63125
608,7S
608.75
586.25
586.25
562.50

Floyd Couoly ) 6/23/2005 I 12:57PM

~ . o

~ 0



Kentucky Area Develo )ment Districts Financing Trusts

County of Floyd, Kentucky

KADD2005 147K —Final Schedules

Expense Summary Part 2 of 2

DATE

06/01/2026
12/01/2026

06/01/2027
12/01/2027
06/01/2028
12/01/2028
06/01/2029
12/01/2029

06/01/2030
12/01/2030

06/01/203 I

12/01/203 I

06/01/2032

12/0 I/2032
06/01/2033
12/01/2033

06/01/2034
12/01/2034

06/OI/2035

'I'nial

Trustee
Fee

250,00
2S0,00
250,00
250.00
250,00
250,00
250.00
250,00
250.00
250,00
250.00
250,00
250.00
250.00
ZSO,O0

ZSO.0O

250.00
250.00
250,00

$ 15,000.00

KADD

Admin Fee
312,50
287,50
287,50
261,25
261.25
233.75
233,75
205.00
205.00
175,00
175,00
143,75
143.75
110.00
110,00
75.00
75,00
38.75

$24,065,00

TOTAL

562,50
537.50
537,50
511.25

. 511.25
tl 83,75
483.75
455.00
455,00
425,00
425.00
393,75
393.75
360.00
360,00
325,00
325.00
288.75
288.75

$39,065.00

Ptoyd County I 6/23/2005 I t2:57 PM
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FINAL LESSEE PAYMENT SCHEDULE

Lease Closing Dale;

Lease Amount:

Lean Number:

Bo/rcv/sr:

First Installment

Final Inalalfrnonk

06/28/06

$2,600,000
KADD2005 147K
Floyd County, Kentucky

12/01/05

OBI01I35

Ouo

Data

O'I-Dsc.05

01-Jun-06

01-Dec-06

0I.Jun-07
01-Dac.o?
01-Jun 08
DI.Dec-08

01-Jun 09
01-Oec 09
01-Jun-10

01-Dsc.10

Dl-Jun 11
01-Dec-11
01-Jun-1 2

01-Dec-12
01-Jun-13

01-Dsc-13
D1-Jun-14

01-Dec-14
01-Jun-16

01-Dec-16
01-Jun-18

01.Dsc-16
01-Jun-17

01-Dec.17
01-Jun-18

01-Dec-18
01-Jun.19
01.Dsc-19
01-Jun.20

01.Dec.20
01-Jun.21
01.Dec.21
01-Jun-22

01-Oec-22

01-Jun-23

01-Dec-23

01-Jun.24
01-Doc-24

01-Jun.25

01-Dec-26

01-Jun.26
01-Dec-26
DI-Jun.27

01-Dec.27
01-Jun-28

01-Dec-28

Qtdun-29

01-Dec Zg

DI-Jt>n.30

Ot-Dec-30

0 I-Jun-31

01-Dec 31

D1-Jun.32

01-Oec-32
Di-Jun-33

01-Dec.33
QI.Jun-34

01-Dac 34

01-Jun.35

Inloroot

Ralo

3 Pgo/o

3.00%

3,00%

3 30%

3.30%v

3.50%

3,50%

3.8P%

3.80%

3.80'/o

4.25%

4 25%

4.25%

4.25%

4.50%

4,50%

4 5P%

4 5P%

4,6D%

4 68%

4 60%

4.70%

'I 70%

4.70%

4.70o/o

4.70%

4 70%

4.70%

4, 70%

4.70%

Principal

Paymont

$0
$55,000

$0
$60,000

$0

$60,000

$0
$50,00D

$0
$55,000

$0
$55,00D

$0
$55,000

$0
$60,DDQ

$0

$GO,OQQ

$0
$66,000

$0
$65,ooo

$0
$70,000

$0
$70,000

$0

$76,000

$0
$75,000

$0
$80,000

$0
$85,000

$0
SD0,000

$0
$90,000

$0
$95,00D

$0
$100,000

$0
$105.000

$0
$110,000

$0

$115,000
$0

$120,000
fo

$1Z5,000

$0
$135,000

$0
$140.000

$0
$145,000

$0
$155,000

Bond

Rale

$47,984.63

$56,462.60

$55,G27.50

$55,627.50

$54,877,50

$64,87'I.60

$54, 12/. 50

$54,127.60

$53,302.60

$53,302.50

$62.396.QO

$52,395.00

$61,432 50

$51,432.60

$60,470.00

$60,470.00

$49,330.00

$49,330.00

$46,190.0D

$48,190.QO

$46,956.00

$46,955.00

$46,673.T5

$45,673.76

$44,086.25

$44, DS6.25

$42,696.?b

$42,598,?5

$41,0D5.00

$41,005.00

$39,317.50
$39,317.60
$37,617.60

$37,617.50
$35,805.0Q

$35,605.00

$33,580,00

$33,580.00

$31,510.00

$31,610,0D

$29,326.00
$29,326.00
$27,026.00

$27,025.00

$24,557,50

$24,657,50

$2'1,972.50

$21,972.50

$19,270,00

$19,270.00

$16,450.00
$16,450.00

$13,512.60

$13,612.50

$10,34Q,OQ

$10,340.DO

$7,050.00

$7,050.00

$3,642,60

$3,642.60

Program
Fess

$900.00

$900.00

$08G.25

$888.26

$873.75

$873.75

$661,25

$881.25

$846,76

$848,76

$835.0D

$835.00

$821.25

$821.25

$807.60

$807.50

$?SZ.BO

$792.50

ST?7,50

$777.50

$761.26

$761.26

$745.00

$745.00

$727,60

$727,50

$710.0D

$710,00

$691.26

$691,26

$572.60

$672.50

$052.60

$852,60

$831.25

$831.26
$608.75

$608.76

$586.26

$688,26

$562.60

$562.60

$537.60

$537.50

$511,25

$511,26

$483.75

$483.76

$455,00

$465.00

$426,00

$425.00

$393,75

$393,76

$360,00

$360.00

$326,00

$326,00

$268.T5

$288.75

Total Nei Lease

Paymoni

$46,884,63

$112,352.60

$66,613.76

$106,613.75

$55,761,25

$106,751.26
$54,988.76

$104,988.76

$64,161,25

$109,151.26
$53,230.00

$108,230.00
$52,263.76

$107,263.76

$61,27?.60
$111,277.60

$50.122.60

$110,122.50
$46,987.60

$113,987,50
$47,116.26

$112,716.26

$46,318.75

$118,318.76
$44,813.76

$114,813.76
$43,308.75

$118,308,15
$41,698,25

$116,696,26
$39,990.00

5 1 I 9,990,00
?38,170.00

3I23,170,00

$36,236.26
$126,236,25
$34,188,75

$124,188.76

$32,096.25

$127,096.26
SZS,BBT,60

$ 129,881,60
$27,682.60

$132,6S2.60

$26,088.76

$136,068,16

$22.456,25

$137,456.25

$19,726.00

$139,726.00

$16,875.00

$141.875.00

$13,9M.26
S'146,908,25

$10,700.00
$160.700.00

$7,376.00
$152,376,00

$3,931.26
$158,931.26

Nat FY

Payment

$161,237.13

$163,027.60

$181,602.50

$159,977,60

$163,302.50

$161,460.00

$169,5D7,60

$16Z,555.00

$160,246.00

$162,935.00

$160,432.60

$182.637.60

O'f59,627.60

$161,617,60

$158,392.60

$15S,980.00

$161,340.00

$162,472,50

$168,377.60

$159,192,50

$169,716.0D

$160,125.00

$160,137,60

$169,912,50

$169,460.00

$158,760.00

$182,812.50

$161,400.00

$159,T60.00

$162,8G2.50

Osis

Pold

$2,600,000 $2,185,T29.63 $39,086.00 $4,824,794.63 $4,824,704.63

Leases:

Average Interealrate:

Floyd County, Kentucky

4 6GV

Your Loan rsferonce ls;

Loan Number: KADD2005 147K

Remit paymenla to:

The Bank of New York Trust Company, N.A,

Attn: David Graf

525 Vins Street, Gulfs 900

Cincinnati, Ohio 45202



County of Floyd, Kentucky - Series 2005K General Obligation KADD Lease
Final Net Debt Service Breakout

esum lions

Avsraes Ffxed Interest Rale;

Term (yeare):

Annual Lease Payment of Water District:

Avera eAnnualcouni Pa menL

4,5S%
30

$100,000

$60,826

Payment Date

01-Dec.os
01-Jun.06
01-Dec-06

01-Jun-07

01-Dec-07

01-Jun-08

01-Dec-08

01-Jun-09

01-Dec-09

01-Jun.10
01-Dec-10
01-Jun-11

01-Dec-11
01-Jun-12

01-Dec-12
01-Jun-13

01-Dec-13
01-Jun-14

01-Dec-14

01-Jun-16

01-Dec-16
01-Jun-16
01-Dsc-16

01-Jun-17

01-Dec-17
01-Jun-18

01-Dec-18
01-Jun-19

01-Dec-19

01-Jun-20

01-Dec-20

01-Jun-21

01-Dec-21
01-Jun-22

01-Dec-22

01-Jun-23

01-Dec-23

01-Jun-24

01-Dec 24

01-Jun-25

01-Dec-25

01-Jun-28

01-Dec-26

01-Jun-27

01-Dec-27

01-Jun-28

01-Dec-28

01-Jun-29

01-Dac-29

01-Jun-30
01-Dec.30
01-Jun-31

01-Dec-31

01-Jun-32

01-Dec-32

01-Jun-33

01-Dec-33

01-Jun-34

01-Dec-34

01-Jun-35

Totals

Coupon

3 00%

3 00%

3.00%

3.30%

3.30%

3 50%

3.50%

3.80%

3 80%

3.80%

4 25%

4,25%

4 25%

4 25%

4 50%

4,50%

4 50%

4,50%

4 6Q%

4.60%

',SO?.

4.70%

4 70%

4 70%

4.70%

4.70%

4 70%

4 70%

4 70%

4.70%

Prlnolpal
Payment

55,000

50,000

50,000

50,000

65,000

55,000

55,000

60,000

60,000

65,000

65,000

70,000

70,000

75,000

76,000

80,000

85,000

90,000

90,000

95,0DO

100,000

105,000

110,000

115,000

120,000

125,000

135,000

140,000

145,0DQ

1SR,OOO

$2,600,000

interest
Payment

56,453
55,628
55,628

54,878

54,878

54,128
54,128

53,303

53,303
62,395
52,395
51,433
51,433
50,470

S0,470

49,330
49,330
48,190
48,190
46,955
46,955
45,574

45,574

44,066

44,066

42,599
42,599

41,005
41,005
39,318
39,318
3?,5'l8

37,518
35,6O5

35,605
33,580
33,580
31,510
31,510
29,325
29,325

27,025

27,025

24,558

24,556

21,973
21,973
19,270
1S,270
16,450
16,450
13,613
13,513
10,340
10,340
7,050
7,050

3,643
3,843

Fees'

SQD

888
886
874

874

861

861

649

649

835

835

821

821

808
SQS

793
793
778
778
761
781

746

745

728

728

710
710
69'!

691

673

673

653
653
631

631
Bas
BQS

568
588

563

563

536

538

511

511

484

484

455

455
425

425

394

394

360
360

325

325

289

289

$2n85,73Q $39,066

Tolal Payment

$4S,665

$112,353

$58,514

$1Q6,514

$55,751

$105,751

$54,989

$104,989

$54,161

$109,151

$63,230

$108,230

$52,254

$107,254

$51,278

$111,278
$50,123

$1 10,123

$48,96S

$113,968

$47,716

$112,716

$46,319
$116,319
$44,814

$114,814

$43,309

$118,309

$41,698

$116,698

$39,990
$119,990
$38,170

$123,170

$36,238

$126,236

$34,18S

$124,169

$32,096

$ 'i27,096

$29,888

$129,868

$27,663

$132,663

$25,069

$135,089

$22,456

$137,456

$19,726

$139,725

$16,875

$141,675

$13.90S
$146,9OS

$10.700

$150,700

$7,375

$152,375

$3,931

$158,931

$4,824,795

Less Lease
Payment

No,oao

$50,000

$50,D00

$50,000

$60,000

$50,000

$50,000

$50,0QO

No,ooo

Na,aoo

$50,000

$60,000

$5Q,QOD

$50,000

NO,ODO

$50,000

$50,0DO

$60,000

$50,000

$5D,DOO

$50,000

$50,000

$50,DOO

$60,000

$50,000

$50,000

$50,000

$60,000

$50,000

$50,000

$50,000

$50,000

$5o,ooa

$50,000

$5D,QOO

$60,000

$50,000

$5D,ODQ

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,000

$50,00D

$50,000

$60,000

$50,000
Na,ooa

$5Q,QDO

$50,QQO

sso.aoo

$50,000

$50,000

$50,000

$50,000

$50,000

sso,ooo

$3,0QD,OOO

Net Period
Payment Due of

County

($1,115)
$62,363

$8,514

$56,514

$5,761

$55,751

$4,989

$54,989

$4,151

N9,161
$3,230

$58,230

$2,254

$67,254

$1,278

$61,278

$123
$60,123

($1,033)
$63,968

($2,264)

M2,716

($3,68'I)

$68,319

($5,166)

$64,814

($6,691)
$68,309

($8,304)

$66,698

($10,010)
N9,9SO

($11,830)
$73,170

($13,764)
$76,236

($15,811)
$74,189

($17,9D4)

$77,096

($20,113)
$79,888

($22,438)

$82,663

($24,931)

$85,069

($27,544)

$67,466

($30,275)

$89,725

($33,125)

$91,875

($36,094)
$98,908

($39,300)

$100,700

($42,625)

$102,376

(s4e,o69)

$108,931

$1,824,796

FY Paymenl
Due of County

$61,237

$63,028

$61,503

$59,978

$63,303

$61,460

$59,508

$62,555

$60,245

$62,935

$60,433

$82,638

$59,628

$61,618

$58,393

$59,980

$61,340

$62,473

$68,378

$59,193

$59,775

$60,126

$60,138

$59,913

$59,450

$68,750

$62,813

$61,400

N9,760

$62,863

$1,824,795

'ees are annual Trustee Fee paid to Bank of Nevr York and KADD Administrative Fee

26-Jun-05





Beyer, jonathan (PSC)

From:
Sent:
To:
Subject:

Beyer, Jonathan (PSC)

Friday, February 01, 2013 1:53 PM

'bmeyer@umgllc.net'outhern

Water and Sewer District

Mr. Meyer:

The Public Service Commission is investigating an annual payment of approximately $100,000 that Southern

Water and Sewer District has apparently been making to Floyd County Fiscal Court. The primary issue is whether that

payment can be recovered through Southern Water District's rates, To make that determination, the Commission is

examining the financing of a project that was constructed in 2002. Floyd County Fiscal Court agreed to donate

approximately $2.5 million towards the project cost. Because of Floyd Fiscal Court's subsequent financial problems,

around 2004, Southern District agreed to make annual payments of roughly $100,000 to assist in paying the debt service

on the bonds that Floyd County issued to finance its contribution.

Hubert Halpert, Southern's current manager, informed me that you were Southern's manager during the 2002-

2005 time period. I wanted to inquire whether you would be able to provide any information regarding the financing

arrangement surrounding the Floyd County contribution to Southern, specifically:

What was your understanding, in 2002, regarding the Floyd County contribution7 Was there any

expectation or agreement that Southern would repay the contribution'?

What was your understanding regarding the circumstances in 2004-2005 when Floyd County first

requested payment from Southern7 Was the payment a voluntary measure or was Southern required to
make it7

Was there any written or verbal agreement regarding the payment from Southern to Floyd County?

In providing the funds, did Floyd County take any ownership interest in or place any liens on the land or
infrastructure that was financed7

lf you would prefer to discuss this issue via the telephone I can be reached at (502) 782-2581. Thank you for

your time and assistance in this matter.

Jonathan Beyer
Staff Attorney
Kentucky Public Service Commission

(502) 782-2581



Beyer, Jonathan (PSC)

From:
To:
Sent:
Subject:.

Bob Meyer <bmeyer@urngllc.net>

Beyer, Jonathan (PSC)

Friday, February 01, 2013 2:17 PM

Read: Southern Water and Sewer District

Your message

To:
Subject: Southern Water and Sewer District

Sent: Friday, February 01, 2013 2:04:15PM (UTC-05:00) Eastern Time (US 5 Canada)

was read on Friday, February 01, 2013 2:17:10PM (UTC-05:00) Eastern Time (US &. Canada).





Department of
Agriculture

Rural
Development

i Corporate Drive, Suite 200
. xington, KY 40503-5477

(859) 224-7336 TTY(859) 224-7422

May 31, 2001

Mr. Hubert Halbert, Chairman

Southern Water and Sewer District

P.O. Box 610
McDowell, Kentucky 41647

Dear Mr. Halbert:

This letter establishes conditions which must be understood and agreed to by you before further

consideration may be given to the application. The loan and/or grant will be administered on

behalf of the Rural Utilities Service (RUS) by the State and Area office staff of USDA, Rural

Development. Any changes in project cost, source of funds, scope of services or any other

significant changes in the project or applicant must be reported to and approved by USDA, Rural

Development, by written amendment to this letter. Any changes not approved by Rural

Development shall be cause for discontinuing processing of the application. It should also be

understood that Rural Development is under no obligation to provide additional funds to meet an

overrun in construction costs.

This letter is not to be considered as loan and/or grant approval or as a representation as to the

availability of funds. The docket may be completed on the basis of a RUS loan not to exceed

$2,515,000, a RUS grant not to exceed $450,000, an Appalachian Regional Commission (ARC)
grant of $433,98(I), a Kentucky State Surplus Grant of $300,000, and a Floyd County Fiscal Court

contribution in the amount of $2,474,000.

If Rural Development makes the loan, you may make a written request that the interest rate be
the lower of the rate in effect at the time of loan approval or the time of loan closing. If you do

not request the lower of the two interest rates, the interest rate charged will be the rate in effect at

the time of loan approval. The loan will be considered approved on the date a signed copy of
Form RD 1940-1, "Request for Obligation of Funds," is mailed to you. If you want the lower of
the two rates, your written request should be submitted to Rural Development as soon as

practical. In order to avoid possible delays in loan closing, such a request should ordinarily be
submitted at least 30 days before loan closing,

Please complete and return the attached Form RD 1942-46, "Letter of Intent to Meet
Conditions," if you desire that further consideration be given to your application.

The "Letter of Intent to Meet Conditions" must be executed within three weeks from the date of
this letter or it becomes invalid unless a tinte extension is granted by Rural Development.

If the conditions set forth in this letter are not met within 240 days from the date hereof, Rural

Development reserves the right to discontinue the processing of the application.

USDA Rural Development is an Equal Opportunity Lender, Provider, and Employer.
Complaints of discrimination should be sent to:
USDA, Director, Office of Civii Rights, Washington, D.C. 20250-9410
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In signing Form RD 1942-46, "Letter of Intent to Meet Conditions," you are agreeing to

complete the following as expeditiously as possible:

Number of Users and Their Contribution:

There shall be 5,724 water users, of which 5,148 are existing users and 576 are new users.

The Rural Development Manager will review and authenticate the number of users prior
to advetnsit~tfor construction bids. No contribution is required from the Water District.

Grant A reement:

Attached is a copy of RUS Bulletin 1780-12, "Water and Waste System Grant

Agreement," for your review. You will be required to execute a completed form at the

time of grant closing.

Dru -Free Work Place:

Prior to grant approval, the Water District will be required to execute Form AD-1 049,
"Certification Regarding Drug-Free Workplace Requirements (Grants) Alternative I - For
Grantees Other Than Individuals,"

Re a ment Period;

The loan will be scheduled for repayment over a period not to exceed 40 years from the

date of the bond. Principal payment will not be deferred for a period in excess of two {2)
years from the date of the bond. Payments will be in accordance with applicable I<RS,
which requires interest to be paid semi-annually (January 1 st and July 1 st) and principal
will be due on or before the first of January. Rural Development may require the Water
District to adopt a supplemental payment agreement providing for monthly payments of
principal and interest so long as the bond is held or insured by RUS. Monthly payments
will be approximate amortized installments.

Rural Development encourages the use of the Preauthorized Debit (PAD) payment
process, which authorizes the electronic withdrawal of funds from your bmle account on
the exact installment payment due date (contact the Rural Development Manager for
further information).

Funded De reciation Reserve Account:

The Water District will be required to deposit $ 1,165.00per month into a "Funded

Depreciation Reserve Account" until the account reaches $139,800. The deposits are to
be resumed any time the account falls below the $ 139,800.

The required monthly deposits to the Reserve Account and required Reserve Account

levels are in addition to the requirements of the Water District's prior bond resolutions.

The monthly deposits to the Reserve Account are required to commence with the first

month of the first full fiscal year after the facility becomes operational.
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Securit Re uirements:

A pledge of gross water revenue will be provided in the Bond Resolution.

Land Ri hts and R.eal Pro ert

The Water District will be required to furnish satisfactory title, easements, etc, necessary

to install, maintain and operate the facility to serve the intended users. The i elines will

be on rivate ri hts-of wa~where feasible. Easements and options are to be secured prior
to advertising for construction bids.

Ol anlzatlon:

The Water District will be legally organized under applicable KRS which will permit

them to perform this service„borrow and repay money.

Business 0 erations:

The Water District will be required to operate the systeln under a well-established set of
resolutions, rules and regulations. A budget must be established annually and adopted by
the Water District after review by Rural Development. At no later than loan pre-closing,

the Water District will be required to furnish a prior approved management plan to
include, as a minimum, provisions for management, maintenance, meter reading,

miscellaneous services, billing, collecting, bookkeeping, making and delivering required

reports and audits.

Accounts„Records and Audits:

The Water District will be required to maintain adequate records and accounts and submit

statistical and financial reports, quarterly and arlnually, in accordance with subsection
1780.47 of RUS Instruction 1780 and RUS Staff Instruction 1780-4, a copy of which is
enclosed. The enclosed audit booklet wiH be used as a guide for preparation of audits.

The Water District will be required to establish and maintain separate accounts for each

system. Annual audits, budgets, and reports will be submitted to Rural Development

showing separate accounts. The Water District shall be re uired to submit a co of its

audit a reement for review and a roval rior to re-closin~ the loan. The Water District
shall obtain the assistance of its accountant to establish the Water District's accounting

system. Rural Development approval of the accourlting system is required.

Accom lish Audits for Years in Which Federal Financial Assistance is Received:

The Water District will accomplish audits in accordance with OMB Circular A-133,
during the years in which federal funds are received. The Water District will provide

copies of the audits to the Area Office and the appropriate Federal cognizant agency as

designated by OMB Circular A-133.
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10. Insurance and 8ondin

The following insurance and bonding will be required:

Adequate Liability and Property Damage Insurance including vehicular coverage,
if applicable, must be obtained and maintained by the Water District. The Water

District should obtain amounts of coverage as recommended by its attorney,

consulting engineer and/or insurance provider.

B. Worker's Compensation - The Water District will carry worker's compensation
insurance for employees in accordance with applicable state laws.

C. Fidelity Bond - The Water District will provide Fidelity Bond Coverage for all

persons who have access to funds. Coverage may be provided either for all

individual positions or persons, or through "blanket" coverage providing
protection for all appropriate employees and/or officials. The amount of coverage
required for all RUS loans is $ 140,000.

D. Real Property Insurance - The Water District will obtain and maintain adequate

fire and extended coverage on all structures inchiding major items of. equipment

or machinery located in the structures. The amounts of coverage should be based

on recommendations obtained by the Water District from its attorney, consulting

engineer and/or insurance provider. Subsurface lift stations do not have to be
covered except for the value of electrical and pumping equipment therein.

E. Flood Insurance - The Water District will obtain and maintain adeqiiate coverage
on any facilities located in a special flood and mudslide prone areas.

11. Plaimin and Performin Development:

The engineer should not be authorized to commence work on final plans and

specifications until a determination has been made tliat the project can be
planned and constructed within the estimated cost shown in paragraph "21"of
this letter. The engineer may then proceed to develop final plans and

specifications to be completed no later than 210 days from this date, and prepare
bid documents. The Rural Development Manager is prepared to furnish the

necessary guide for him to follow so as to keep the project plans and documents

within our guidelines and requirements. The roject should not be advertised for
construction bids until all easements and enforceable options have been. obtained,

and total funds are committed or available for the ro ect.

B. The following documents will be submitted to Rural Development for review and

must be concurred in by Rural Development prior to advertisement for
construction bids:

l.
2,

Final plans, specifications and bid documents.

Applicant's letter on efforts to encourage small business and minority-

owned business participation.

Legal Service Agreements.

Engineering Agreements.
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Revision in these documents will be subject to Rural Development concurrence.

Any agreements, contracts, etc. not reviewed and approved by Rural Development

will not be eligible for payment from project funds or revenues from facilities
financed by this Agency.

Prior to receipt of an authorization to advertise for construction bids, the Water
District will obtain advance clearance from Bond Counsel regarding compliance

with KRS 424 pertaining to publishing of the advertisement for construction bids

in local newspapers and the period of time the notice is required to be published.

12. Coin liance with Section 504 of the Rehabilitation Act of 1973:

The Water District will be required to comply with Section 504 of the Rehabilitation Act
of 1973, as amended (29 U.S.C. 794), in order to make sure no handicapped individual,

solely by reason of their handicap, is excluded from participation in the use of the water

system, be denied the benefits of the water system„or be subjected to discrimination.

13. Clo sin Instructions:

The Office of General Counsel, our Regional Attorney, will be required to write closing
instructions in connection with this loan. Conditions listed therein niust be met by the

Water District.

14. Com liance with S ecial Laws and Regulations:

The Water District will be required to conform with any and all state and local laws and

regulations affecting this type project.

15. Treatment Plant/S stein 0 erator:

The Water District is reminded that the treatment plant and/or system operator must have

an Operator's Certificate issued by the State.

16. Prior to Pre-Closin the Loan, the Water District will be Re uired to Ado t:

A. Form RUS Bulletin 1780-27, "Loan Resolution (Public Boclies)."

B. Form RD 400-1, "Equal Opportunity Agreement."

C. Form RD 400-4, "Assurance Agreement."

D. Form AD-1047, "Certification Regarding Debarment, Suspension, and Other

Responsibility Matters - Primary Covered Transaction."

E. Form RD 1910-11,"Applicant Certification Federal Collection Policies for
Consumer or Commercial Debts."

F, FmHA Instruction 1940-Q, Exhibit A-l, "Ceitification for Contracts, Grants and

l.oa.ils."
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The Water District must offer the opportunity for all residents in the service area to

become users of the facilities regardless of race, creed, color, religion, sex, national

origin, marital status, physical or mental handicap or level of income.

17. Refinancin and Graduation Re uirements:

The Water District is reminded that if at any time it shall appear to the Government that

the Water District is able to refinance the amount of the RUS indebtedness then

outstanding, in whole or in part, by obtaining a loan from commercial sources at

reasonable rates and terms, upon the request of the Government, the Water District will

apply for and accept such loan in sufficient amount. to repay the Government.

18. Commercial Interim Financinv:

The Water District will be required to use commercial interim financing for the project
during construction for the RUS loan portion of the financing, if available at reasonable

rates and terms.

Before the loan is closed, the Water District will be required to provide Rural

Development with statements from the contractor, engineer and attorneys that they have

been paid to date in accordance with their contract or other agreements and, in the case of
the contractor, that he has paid his suppliers and sub-contractors.

19. Disbursement of Pro'ect Funds:

A construction account for the purpose of disbursement of project funds (RUS) will be
established by the Water District prior to start of construction. The position of officials
entrusted with the receipt and disbursement of Rl JS project funds will be covered by a
"Fidelity Bond," with I.JSDA-Rural Development as Co-Obligee, in the amount of
construction funds on hand at any one time during the construction phase.

During construction, the Water District shall disburse project funds in a manner

consistent with subsection 1780.76 (e) of RUS Instruction 1780. Form RD 1924-18,
"Partial Payment Estimate," or similar form approved by Rural Development, shall be

used for the purpose of documenting periodic construction estimates, and shall be

submitted to Rural Development for review and acceptance. Prior to disbursement of
funds by the Water District„ the Board of Directors shall review and approve each

payment estimate. All bills and vouchers must be a roved b Rural Develo ment rior

to a ment b the Water District.

Form RD 440-11, "Estimate of Funds Needed for 30-Day Period Commencing

will be prepared by the Water District and submitted to Rural Development in order that a

periodic advance of federal cash may be requested,

Monthly audits of the Water District's construction account records shall be made by
Rural Development.
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20. Disbursement of Grant Funds:

The Rl: 1S funds will be advanced as they are needed in the amount(s) necessary to cover

the RUS proportionate share of obligations due and payable by the Water District.
Interest earned on grant funds in excess of $ 100 (as applicable) per year will be submitted

to RUS at least quarterly, as required in 7CFR pal% 3016 (as applicable).

21. Cost of Facilit

Breakdown of Costs:

$ 2,942,500
25,000
32,200

391,000
92,500

303,700
2,386,000

TOTAL $ 6,172„900

Development
Land aIlcl Rights

Legal and Administrative

Engineering
Interest
Contlngcnclcs
R.cflnanclng

Financing:

RUS Loan
RUS Grant

AR.C Grant

State of Kentucky Surplus Grant

Floyd County Fiscal Court
TOTAL

$ 2,515,000
450,000
433,9(a~
300,000

2,474,000
$ 6,172,900

22. Debt Collection iln rovement Act DCIA of 1996:

The Debt Collection Improvement Act (DCIA} of 1996 requires that ail federal payments

after January 1, 1999,must be made by Electronic Funds Transfer/Automated Clearing

House (EFT/ACH). Borrowers receiving payments by EFT will have funds directly

deposited to a specified account at a financial institution with funds being available to the

recipient on the date of payment. The borrower should complete Form SF-3881,
"Electronic Funds Transfer Payment Enrollment Form,'" for each account where filnds

will be electronically received. The completed form(s) must be received by Rural

Development at least thill (30) days prior to the first advance of. funds.

23. Use of Remainin Pro*ect Funds:

After providing for all authorized costs, any remaining project funds will be considered to

be RUS/ARC/State Surplus/Floyd County Fiscal Court grant funds and refunded in

proportion to participation in the project. If the amount of unused grant fiulds exceeds the

grants, that part would be RUS loan funds.
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Rates and Char es:

Rates and charges for facilities and services rendered by the Water District must be at

least adequate to meet cost of maintaining, repairing and operating the water system and

meeting required principal and interest payments and the required deposits to debt service
and/or depreciation reserve.

Water rates will be at least:

First 2,000 gallons @$ 14.80 - Minimum Bill.
All Over 2,000 gallons @$ 4.30 - per 1,000 gallons.

Water Purchase Contract:

The Water District will submit a Water Purchase Contract for approval by Rural

Development before advertising for construction bids. If the contract is not on Form RD
442-30, "Water Purchase Contract," the contract will require approval by our Regional

Attorney. The contract must meet the requirements of subsection 1780.62 of RUS
Instruction 1780.

26. Commitment of Floyd Countv Fiscal Court, State Su lus and ARC Grants:

This Letter of Conditions is issued contingent upon a fir commitment being in effect
prior to advertising for construction bids for the Floyd County Fiscal Court contribution

of $2,474,000, for the State Surplus Grant in the amount of $300,000, and for the ARC
Grant in the amount of $433,900.

27. Flood lain Construction:

The Water District will be required to pass and adopt a Resolution or amend its By-Laws
whereby the Water District will deny any water service to any future customer wishing to
build on or develop property located v ithin a designated floodplain. If a customer or
developer requests service for construction in a designated floodplain, the customer or
developer must provide evidence and a justification for approval by the Water District
and Rural Development official that there are no other alternatives to construction or
development within the designated floodplain. The community must be a participant in

the National Flood Insurance Program (NFIP) and the customer or developer must obtain

the required permits prior fo the tap on restrictions being waived.

Water Withdrawal Permit:

The Water District will be required to obtain satisfactory evidence that a revised water

withdrawal permit has been secured from the Division of Water. The permit must be
obtained prior to the commencement of construction on the water project.
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29. Mana ement A reement:

The Agreenient for Management Services between the Water District and the

Management Company must comply with RUS Bulletin 1780-8. The Water District's

Board of Directors is ultimately responsible for operating, maintaining and managing the

facility even though the facility is managed by a third party under contract or

management agreement. Our office of General Counsel {OGC) will need to review the

contract for legal sufficiency prior to authorization to advertise for construction bids.

30. Miti ation Measures:

A. The Water District shall be required to comply with the requirements of the

Kentucky State Clearinghouse as detailed by letter to Ms. Holly Nicholas of PDR

Engineers, Inc., dated January 10, 2001, and signed by Mr. Ronald W. Cook.

B. The Water District shall be required to comply with the requirements, if any, of
the U.S. Fish and Wildlife Service as requested by letter dated October 23, 2000,
and signed by Lee A. Barclay, Ph.D., Field Supervisor.

C. The Water District will comply with all applicable executive orders and

regulations that are applicable to the preservation of prime farmlands and

wetlands.

31. Final A roval Conditions:

Final approval of this loan will depend on your willingness, with the assistance of all

your co-workers, to meet the conditions of this letter in an orderly and systematic marner.

Then too, final approval will depend on funds being available.

If you desire to proceed with your application, the Rural Development Manager will allot a

reasonable portion of time to provide guidance in application processing.

Sincerely,

KENNETH SLONE
State Director
Rural Development

Enclosures

CC: Rural Development Manager —Morehead, Kentucky

Community Development Manager - Prestonsburg„Kentucky

Big Sandy ADD - Prestonsburg, Kentucky

Stacy Marshall —Prestonsburg, Kentucky

Rubin and Hays —Louisville, Kentucky

PDR Engineers, Inc. - Lexington, Kentucky

PSC - ATTN: Bob Amato - Fratikfort, Kentucky



02"DT-02 IZ;14om From-FLOYD COLI~YY FISCAL T"2DD P DI/Ql F"205

Hoyd
County

MAUI HUNT THOMPSON
JUDG C 8 of FLOYD CO

COMMO of (KY

Teltyhonc (606l 886-9l93
Fax (606) 886-l083

Hoyd County Fiscal Court
t40 Scamh Central Avenue - Soi" 9

shul. Kenrocky 4l 653

February 7, 2002

Mr. Robert A. Meyer
Project Manager
U.S. FILTER OPERATING SERVICES, INC.
P.O. Box 610
McDowell, Kentucky 41647

Re: Funding for Water Line Construction Projects

Dear Bob:

This correspondence will confirm that the Floyd County Fiscal Court currently has the

smn of Two Minion Dollars ($2,000,000.00) available for use in the Southern Water Sc

Sewer District of Floyd County, Kentucky. These funds are earmarked for construction

projects Ln the District and were generated through a bond issue approved by the

Departm,ent for Local Government.

Should you need any additional information regarding this matter, please do not hesitate

to contact me,

Sincerely,

Paul H. Thompson,
Floyd County Judge/Executive
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Beyer, Jonathan (PSC)

From:
Sent:
To:
Subject:

Dale, Lisa (DLG)

Wednesday, February 13, 2013 4:51 PM

Beyer, Jonathan (PSC)

RE: Floyd County 8 Southern Water>>Sewer District

Mr, Beyer,

To answer your first question, yes, water districts are suppose to notify the State Local Debt Officer when they enter into

a debt issue with a principal amount over $200,000.

For the second question, we have received the following issues:

52,515,000 Southern Water and Sewer District Waterworl<s Revenue Bonds, Series 2002, dated June 12, 2002
to provide extensions, adrJitions and improvements to the current waterworl<s system

.'j225,000 Southern Water and Sewer District Waterworks Revenue Bonds, Series 2005, dated November 3,
2005 for improvements to the water system

lf you would lil<e a copy of the original notification letters and or payment schedules for either of these issues l will be

glad to sencl them to you. Just let me know. Thanks.

L>sa Da(e

Local Govern>ne»t Advisor

Der>artn>ent for Local >3ove>n>n>.nt

1024 Capitol Cente> t3>ive

5»ite 3>I0

Frankfo>t, KY 4060l
PH (502) 573-23S2, E>>t. 277
FAX (502) 573-3712
Iisa.dale l< . ov

From: Beyer, jonathan (PSC)
Sent: Wednesday, February 13, 2013 10:52AM

To: Dale, Lisa (DLG)
Subject: Floyd County 8< Southern Water/Sewer District

Ms. Dale,

We spoke on January 10, 2013 regarding the recurring payments of Southern Water and Sewer District to Floyd

County. Local Government provided the PSC with several documents relating to Floyd County's application to enter into

a lease agreement in May/June of 2005, I have several follow-up questions on which I would appreciate any input you

ma.y have.

First, do water districts notify or apply to Local Government prior to entering into long term debt obligations?

Second, does Local Government have any documentation regarding an application of Southern Water and Sewer
District to enter into a repayment agreement, lease agreement or issue a bond or any other long term debt instrument

for the period of 2001 —2005.



APPENDIX B
STAFF REPORT CASE NO. 2012-00309

INTERVIEW LIST

Date

January 23, 2013

January 23, 2013

Interviewees Involved

Keith Bartley

Hubert Halpert

Title(s)

County Attorney, Floyd
County

General Manager/Former
Chairman

Gary Blankenship Commissioner, Southern
Water 8 Sewer District

January 24, 2013

January 24, 2013

Paula Johnson

Robert Marshall

Chairwoman, Southern
Water 8 Sewer District

Judge/Executive, Floyd
County

Balry Davis Deputy Judge/Executive,
Floyd County

Keith Bartley County Attorney, Floyd
County

February 5, 2013 Hubert Halpert General Manager/Former
Chairman, Southern Water
8 Sewer District

February 6, 2013 Brett Davis Former Deputy
Judge/Executive, Floyd
County

'Telephone and electronic mail messages left on January 30, 2013 and February 1,
2013 with Robert Meyer, former Southern DistrictNeolia Water manager were not
returned."

See Ex. V.



APPENDIX C
STAFF REPORT CASE NO. 2012-00309

CHRONOLOGY

Date Event

May 31, 2001 Rural Development issues its letter of conditions for financing to
Southern Water District

October 1, 2001 Floyd County issues Bond Anticipation Notes Series 2001 in the amount
of $2,175,000.

October 15, 2001 Floyd County, Kentucky Public Properties Corporation and Floyd County
execute Lease Agreement.

April 29, 2002

May 8, 2002

June 7, 2002

Southern Water District conveys several land parcels to the Floyd
County, Kentucky Public Properties Corporation.

Southern Water District applies for a CPCN and an adjustment of rates,
Case No 2002-00166

The Commission approves Southern Water District's application in Case
No. 2002-00166.

June 12, 2002

September 10, 2003

September 26, 2003

September 24, 2004

Southern Water District applies to the Governor's Office for Local
Development to issue bonds in the amount of $2,515,000.

Floyd County issues Bond Anticipation Notes Series 2003 in the amount
of $2,395,000.

Floyd County, Kentucky Public Properties Corporation and Floyd County
execute Addendum to Lease Agreement and Mortgage Deed of Trust.

Floyd County authorizes the Corporation to issue Bond Anticipation
Renewal Notes in the amount of $2,450,000.

October 1, 2004 Floyd County issues Bond Anticipation Notes Series 2004 in the amount
of $2,455,000.

May 16, 2005 Floyd County applies to the Governor's Office for Local Development to
enter into a Lease in the amount of $2,600,000.

May 20, 2005 Floyd County Fiscal Court authorizes the General Lease Agreement with
KADD.

June 10, 2005 The Governor's Office for Local Development approves Floyd County's
request to enter into the General Lease Agreement.

June 28, 2005 Floyd County and Kentucky Area Development District enter into the
General Lease Agreement.

September 10, 2005 Southern Water District applies for a CPCN and adjustment of rates,
Case No. 2005-00374.



October 14, 2005 The Commission approves Southern Water District's application in Case
No. 2005-00374.

May 27, 2010 Southern Water makes its first payment to Floyd County in the amount of
$25,000

August 8, 2012

December 21, 2012

Southern Water District files its Application in the Case No. 2012-00309.

The Commission establishes interim rates and ordered the Staff Report
regarding the payments.



Hubert Halbert
Chairman
Southern Water & Sewer District
245 Kentucky Route 680
P. O. Box 610
McDowell, KY 41647

Honorable David Edward Spenard
Assistant Attorney General
Office of the Attorney General Utility & Rate
1024 Capital Center Drive

Suite 200
Frankfort, KENTUCKY 40601-8204

Service List for Case 2012-00309


