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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-t1and A-2. A
witness list is appended as Appendix B. 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? Southern 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: $ 2,515,000
Rural Development Grant: $ 450,000
Appalachian Regional Commission Grant: $ 433,900
Kentucky Surplus Grant: $ 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).

2 Case No. 2002-00166, 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 May 8, 2002).



Floyd County Fiscal Court contribution: $ 2,474,000

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.’

On September 10, 2005, Southern District submitted an application regarding an
unrelated waterworks improvement project.* In 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.’
In its application, Southern District neither made another reference to an annual
payment nor did it request any action from the Commission regarding the payment.®
Because the application was also brought pursuant to KRS 278.023, the Commission
granted the requested relief.” The Order approving the application made no reference

to the Floyd County Fiscal Court payment.®

*ld

* 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. Hat3.

& d

" 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.® It
then conveyed the tracts, on April 29, 2002, to the Floyd County, Kentucky Public
Properties Corporation (“Corporation”) for $1.00."°  Floyd County created the
Corporation in 1993 as a nonstock and nonprofit entity to act as Floyd County’s agent
“in the planning, development, acquisiton and financing of public properties.”"
Southern 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.’

To 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 $2,175,000." The 2001 Notes were
issued on October 1, 2001." In 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 $2,455000 in Bond Anticipation Renewal Notes (‘2004 Notes”)

®Ex. O at 16-30.
YEX P

"Ex Aat1-2.
2Ex P

P Ex Oat 14.
“Ex A F

1d.

Ex B, F, Q.
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(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.” The 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. 86, 2013).

" Ex. B at5.

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

“Ex. F.

2 Ex_O. The lease agreement predates the actual property transfer from Southern District to the
Corporation. Compare Ex. P with Ex. O.

% 1d. at 10.
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property and Floyd County pledged to pay rental payments in the mirror amount of the
debt obligation.?* All 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’
ability to procure a deficiency judgment against Floyd County or the Corporation.?®
Mirror 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.*'

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

Agreement (“General Obligation Lease”) with the Kentucky Area Development District

#Id. at 5.

25 /d

® Ex. R at 6.

*"Ex Oat 10, Ex Rat23
®Ex. O at10; Ex. R at 16.
®Ex. Oat 10-11.

% See Ex Q.

S EXP.
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Financing Trust (‘KADD’) as lessor.** On 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% with 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.”*®

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.>

2 ey Dat17.

® The 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.

% d.

*®Ex. D at 16.

Y Ex C.

% See generally Id.

¥Ex X
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On March 16, 2005, Terrell Ross of Ross, Sinclair & 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** Funds 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).”**

In 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.”*

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

terms of the Lease.”® Southern District was not a party to the proceedings and the

“Ex Dat1,5
®Id at5.

“I1d at7.
“d

“1d at 10.
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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 $2,520,000.4
KADD dishursed 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.>® KADD assigned its interest in the agreement to
The Bank of New York Trust Company, N.A, as Trustee (“Trustee”).>’ In 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

TEX M.

P EX L.

PEX M

*d at 7-8.

d

%2 Id. at 20, 26-27; Ex. M at 12.
®id at7

*Ex Mat13.
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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.% Halpert 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 $250,415.02 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

' Paula

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

% 1d at 16, Ex. D at 14, Ex. U.

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

d

% 1.

* 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.

* d.
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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 Bartley (“Bartley”) had not
yet seen the actual bond documentation, but believed Floyd County was essentially a
“co-signor on the bond.”® Bartley also stated that if Southern District failed to pay, it
became the Floyd County's obligation to continue the debt payments.®®

Only former Deputy Judge/Executive 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.®® No 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.%”

8 Telephone Interview with Hubert Halpert, general manager, Southem Water and Sewer District
(Jan 23 2013); Southern District's total yearly payments were as follows:

2010: $66,647 .67
2011.$50,179.056

2012: $133,588.30
See Ex. T

& Telephone Interview with Paula Johnson, Chairwoman, Southern Water and Sewer District
(Jan. 24, 2013).

S Ex Tat1,3, 7.
S Ex Tat1.

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

8 1d.
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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.®®

No 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

B Ex W
% 1d at 10,

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

" a

2 Telephone Interview with Keith Bartley, 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.’”® He 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

"

7,

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

2013).

76 /d

d

" d

Id.

8 g
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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.®?

Several 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.2> There 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

t.84

District would begin paying on Floyd County’'s deb Staff found no corroborating

evidence establishing the terms of the agreement.

E%Zéua;g%n
epared by: Jonathan D. Beyer

Staff Attorney |, Small Utility Division
Office of General Counsel

8 d.
8 d.
8 See Ex. Cat2, Dat14; N.

84 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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APPENDIX A -1
STAFF REPORT CASE NO. 2012-00309

EXHIBIT LIST
Floyd County Fiscal Court Resolution, Ex. A
September 21, 2001
Floyd County Fiscal Court Meeting Minutes, Ex. B
September 4, 2003
Office of Local Government Decision Lease Ex. C
Summary Form
Office of Local Government Decision & Ex. D
Recommended Order
Letter from Floyd County Judge/Executive Ex. E
Robert Marshall
E-mail from Dwight Salsbury, Ross, Sinclair & Ex. F
Associates to Jonathan Beyer, Counsel, PSC
Case No. 2005-00375, Order dated Oct. 14, Ex. G
2005
Case No. 2005-00375, Engineering Report Ex. H
Case No. 2012-00309, Selected Excerpts Ex. |
Floyd County Fiscal Court Resolution No. 1, Ex. J
September 24, 2004
Bond Anticipation Renewal Notes Series 2004B Ex. K
KADD Lease 2005 Series K Ex. L
General Obligation Lease Agreement, Series Ex. M
2005K
Letter from Terrell Ross, Ross, Sinclair & Ex. N

Associates to Judge/Executive Paul Thompson,
March 16, 2005

Floyd County Lease Agreement, October 15, Ex. O
2001



Deed, April 2002

Floyd County Lease Agreement, September 26,
2003

Mortgage Deed of Trust, September 26, 2003
Southern Water District Cancelled Checks

Floyd County Times Articles

KADD 2005 Final L.ease Schedules

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

Rural Development Documents

E-mail from Lisa Dale, Local Government
Advisor, Department for Local Government to

Jonathan Beyer, Counsel, PSC February 13,
2013

Ex. P

Ex.

D)

Ex.

Ex.

Ex.

Ex.

< cCc -+ »vw X

Ex.

Ex. W

Ex. X
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IN RE: RESOLUTION: BOND ISSUE FOR WATER PROIECT:

A RESOQLUTION OF THE FISCAL COURT IF THE COUNTY OF
FLOYD, KENTUCKY DIRECTING THAT FLOYD COUNTY,

‘KENTUCKY PUBLIC PROPERTIES CORPORATION TO TAKE

CERTAIN FORMAL ACTIONS AS THE AGENCY AND
INSTRUMENTALITY AND AS THE CONSTITUTE AUTHORITY OF
THE COUNTY OF FLOYD, KENTUCKY SPECIFICALLY DIRECTING,

" AUTHORIZING AND APPROV]NG THE PUBLIC SALE AND

ISSUANCE OF $2,175,000 FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION FIRST MORTGAGE REVENUE BOND
ANTICIPATION NOTES {WATER PROJECT), SERIES 2001, (WHICH
AMOUNT MAY BE INCREASED OR DECREASED BY THE AMOUNT
NOT TO EXCEED TEN PERCENT (10%) AND $2,175,000 FLOYD
COUNTY, KENTUCKY PUBLIC PROPERTIES CORPORATION FIRST
MORTGAGE REVENUE BONDS (WATER PROJECT), SERIES 2003
{(WHICH AMOUNT MAY BE INCREASED OR DECREASED BY THE
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, TN
ORDER TO FINANCE THE CONSTRUCTION AND INSTALLATION
OF WATERLINES WITHIN THE COUNTY; APPFROVING AND
ADOPTING A CERTAIN LEASE AGREEMENT BY AND AMONG THE
CORPORATION, AS LESSOR, THE COUNTY OF FLOYD,

'KENTUCKY, AS LESSEE; AFPROVING A MORTGAGE DEED OF

TRUST SECURING THE NOTES AND THE BONDS (WHICH BONDS
WILL BE ISSUED TO PAY OFF 1IN FULL THE NOTES); APPROVING
OTHER CONTRACTS, DOCUMENTS ANI} ACTIONS, NECESSARY
OR APPROFRIATE TO CARRY QUT THE FINANCING PLAN,
INCLUDING AN QFFICIAL STATEMENT OF THE CORPORATIO;

. AUTHORING APPROPRIATE OFFICIALS OF THE COUNTY OF

FLOYD, KENTUCKY TO TAKE ANY AND ALL ACTIONS

NECESSARY TO CARRY QUT THE FINANCING PLAN IN

COOPERATION WITH THE CORPORATION.

- WHEREAS, the Floyd County , Kentucky Poblic Properties Cosporation,
(the “Corporation”) s nonprofit, nonstock corporation, has been duly
organized and created pursuant to and exists under Kentucky [aw to serve as
the ageney, instramentality and oonstituted mithority of the Couaty of Floyd,

r - TR IR T T
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‘Kentucky (the “County”) in the planning, development, acquisition and
finapcing of public projects in furtherance of the proper public purpose of -
the Couaty, as provided by Section 58.180 of the Kentucky Revised
Statutes; and : '

WHEREAS, the County deems it necessary that the Corporation act as its
agency, instrumentality and constituted authority in conncotion with the
issuagce of (1) Fluyd County Kentucky Public Properties Corparation
First Mortgage Revenue Bond Anticipation Notes (Water Project),
Series 2001, in the approximete amount of $2,175,000 (which amount may
be increased or decreased by the amount not to exceed ten percent (10%),
(the “Notes™) and (ii) Floyd County, Kentucky Pablic Properties
Corporation First Mortgage Revenue Bonds (Water Project), Series
2003, in approximate principal amount of $2,175,000 (which amount may be
inoreased or decreased by the amount not to exeeed ten percent (10%), (the
“Bonds), the proceeds from which to finance the cost of the construction
and installation of waterlines within the County (the “Project”), which

.project is more particularly described in the Lease Agroement and Mortgage

Deed of Trust hereinafter identified, and further decins it appropriate at this
time that the Corporation formally euthorize the issuance of its Notes and
Bonds, to facilitate and catty out such financing;

NOW THEREFORE, BE IT RESOLVED BY THE FISCAL COURT OF

-THE COUNTY.OF FLOYD, COMMONWEALTH OF KENTUCKY, AS

FOLLOWS:

- Section 1. The Cotporation, as the agency and instrumentality and the
constituted authority of the County, is hereby directed to forthwith adopt

" such resolutions and orders and to take such actions as may be necossary for
. the formal authorization by the Corporation of (I} $2,175,000 Floyd

County, Kentucky Public Properties Corporation First Mortgage
Revenue Bond Anticipation Notes (Water Project), Series 2001, (which
amount may be increased of decreased by the amount not 1o exceed ten
percent (10%), to be dated October 15, 2001 or such other date as
determined: by the Financial Advisor, and (i) $2,175,000 Floyd County,
Kentucky Public Properties Corporation First Mor(gage Revenue
Bonsds (Water Project), Scries 2003, (which amount may be increased or
decreased by the amount not to exceed ten percent (10%), to be dated such
datc a5 determined by the Financial Advisor. The maturity, security
provisions, redemption provisions, form of Notes, form of Bonds, condition
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of sale of the Notes and the Bonds and all of the terms and provisions
incident to said Notes and Bonds shall be in accordanee with the provisions

which are set forth mthumseAgxwmsmand Mortgage Deed of Trmst,
“heremafler identified.

Section 2. It is acknowledged that the Notes are to be issued by the
Corporation, acting es the agency, instrumentality and constituted anthority
of and on behalf of the County, in anticipgtion of the issuance of the Bonds,
for the purpose of providing funds 1o pay for the gost of construction and
installation of the Project, and related cost, all ds described and provided for

herein and in the Lease Agreement and Mortgage Deed of Trust hereinafier
d&sonbed .

Section 3. Itis nfonded that the Notes and the Bonds shafl be secured by

the pledge of the Lease Agreement, end the revennes therefrom as provided
mthaMoﬁgageDaed of Trust; and the proceeds from the Bonds shall be

“pged, in part, 1o pay in full, the outstanding principal balance, plus acemed

interegt, of the Notes, due atthe time of the issuance and recetpt of proceeds
from the Bonds. .

Section 4, The Courity hereby directs and appraves the isguance, sale
and delivery by the Corporation of the Notes ands Bonds, and the
application of the proceeds of the Notes and Bonds 1o 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, hereinafier identified The County hereby authorizes and approves
the issuance of the Notes, dated October 15, 2001, or such other date es
determined by the Financial Advisor, and issuance of the Bonds, dated as
determined by the Financial Advisor, as spemﬁcally defined and descnbed
in the Mortoage Deed of Trost. ‘

Section 5, It is acknowledged that the Notes and Bonds are 10 be issued
by the Corporation, pursuant to & resolution of even dste herewith, acting as
the agency and iustumentality of the County, and as the constituted
suthority thereof, for the purpose of providing fands for (I} the constraction

of the Project with Project is more particularly described in the Lease

Agreement and the Mortgage Deed of Trust hereinafter identified and (i)
the payment of costs and miscellaneous expenses incident to the issuance,
sale and delivery of thie Notes and Bonds. The Project has been ang is being
financed, acquired and constructed for public use.

T ¥ 13 {1ENME0 4 A 3 {1 T T
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Section 6. A certain instrument designated “Lease Agreement”, intended

- for execution by and on behalf of the Corporation, as Lessor, and the
" County, as Legsee, as the beneficiary of 3aid Leare Agreament, 15 hereby

expresgly approved and the same is hereby authorized to be executed in the
name and on behalf of the County, as 4 beneficiary named therein, by the
County Judge/Executive, with attestation by the Fiseal Court Clerk. The
Lease Agreement as so executed on the behalf of the County, as a
beneficiary thereof, shall bc tendered to the Corporation in conpection with
the issumce of the Bonds only and upon execution thereof the Corporation

‘snd the County shall be duly recorded in: the effice of the. Floyd Connty

Clerk in Prestonsbirg, Kentucky. Bonds shall be paid from the Rentals
realized through the Lease Agreement,

Section 7. The County hereby expressly approves and ditects the
execution and delivery by the Corporation of & certain “Mortgage Deed of
Trust”, for the Notes and Bonds substantially in & form approved by the
Corporation, to the Trustee to be hercinafier appointed by the Corporation,
by resolution. Seid Mortgage Deed of Trust for the Notez and Bonds shall
assign to trust to said Trustee afl income, revenues and rights of the
Cotporation income, revenues and rights arising from the Pledged Receipts,
as defined in the Mortgage Deed of Trust together with all rights arising -
pursuant to the Lease Agreement, all to be done for the security of those who
shall ﬁom time to time be and become the holders of the Notes and Bonds.

Section B. The Fiscal Court, by adoption of this Resu}uuonanm:paies

that the total principal amount of qualified tax-exempt obligations which it

will issue durinig the calender year ending December 31, 2001 will not
exceed $10,000,000 and therefor designates the Bonds as qualified tax.
cxempt obligations within the meaning of Section 265 {b) (3) of the Tnternal
Revenue Code of 1986, as amendbd

Section 9. The Fiscal CourL by adoption of this Resolution anticipates
that the tota! principal amount of qualified tax-exempt obligations which it
will issue during the calender vear ending December 31, 2002 will not
exceed $10,000,000 and therefor designates the Bonds as qualified tax
emmptdbﬁgaﬁopswﬁhhrthemeaning of Section 265 (b).(3) of the Internal
Revenue Code of 1986, as amended.

Section 10. In connection thh the undemkmg and implementation by
the Corporation of the financing for the Notes and Bomis "herein described,

T T =TT 17 . |
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which is hereby expressly directed, the Corporation, its Board of Direstors
and its officers are hereby authorized and directed to continue to take and
carry out any and all necessary , desirable or appropriate actions to effect
such acquisition, constraction, ingtullation and financing, including the
appointment of Gillard B. Johnson, ITI, of Cox, Bowling & Johnson, °
P.1.L.C., municipal bond Counsel, for purposes of providing the final
approving legal opinion and Ress, Sinclaire & Associates, Inc. as Financial
Advigors.

Section 11. In connection with the Project, the Corporation shall or hag
sconred fee simple title to the real estate which shall comprise the Project

-and shall be pledged az part security and colluteral for the Notes and Bonds,

respectively. The Deed and/or Lease Agreement shall provide that the
County may, at any time, acquire title to the Project frec and clear of the lien
of the Morigages which secure the Notes and Bonds, with the County giving
to the Corporation and the Trustee notice in advance,jn writing, of the
County’s intention to purchase the Project and by paying to the Trustee for
the Noteholders or Bondholders, on or before the date set forth in such
nutice, a sum equal 1o the principle, interest and redemyption preminm, if
any, which the Corporation will be obligated to pay if it calls all of the
outstanding Notes end bonds for redemption on such date, together with a
further sam equal 1o the expenses whick the Corporation end Trustee may
tmeur in calling al} the outstanding Notes and bonds for payment on said
date. Upon the happemng of nuy such event and the issuance by the Trustes
of an appropriate certificate evidencing defeasance of the Notes and Bonds,
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 Morigages. County spcc:ﬁeuﬂy authorizes and
approves the conveyance of amy Real Estate, it owns and/or acquires, to the
Cotporation as is necessa.ry for the Project.

Section 12. If any section, patagraph, clanse 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.

Section 13. All ordmanws, tesolutions , orders, or parts thereof, if any,

* m conflict with the provisions of thig Rcsoluton are, to the extent of such

conflict, hereby repealed.
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Section 14, The County hereby expressly approves and dirests the
Corporation to entor info a written agreement with the Anditors for the
Counity and/or Corporation for the benefit of the Bondholders whereunder
the parties to said written agreement will agree to comply with the
provigions of Regulation Section 240.15¢2-12 of the Seourities and
Exchange Commission in providing ennual financial information to
designated municipal securities information repositories and, in certain
special instancos, to the Municipal Securities Rule Making Board.

Section 15. The County approves and directs the Corporation 1o receive
bids for the purchase of the Notes and Bonds and further divects the
Corporation to accept such bids for purchase of the Notes and Bonds
determined by the County Judge/Executive and the Corporation, upon the
advice of the Connty’s and Corporetion Fitmncial Advisor, which is the most
adventegeous and with the most favorable nét interest cost to the County and
the Corporation for the Notes and Bonds, without further action by the
County or the Corporation, or 1o reject any or ali bids,

Section 16, This Resolution shall be in full force aad effect from and
after its adoption and approval as provided by law.

Section 17. The County herehy stutes ifs intention to jssue 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 states
and affirms that it will not take any actions or adopt any Resolutions which
would delay the issuance and sale of the Bonds by the Corporation; and, the
County hereby specifically directs that the Corporation prooeed to issue the
Bonds, at the first opportunity as advised by the Financial Advisor of the
Carporation.

This Resolution was introdnoed, seconded end adopted at a duly
convened meeting of the Fiscal Court of the County of Floyd, Kentucky,
held on the 21® day of September, 2001.

PAUL H. THOMPSON
County Judge/Executive

ATTEST:
CHRIS WAUGH
Fiseal Court Clerk

; T TR T T - T
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PAUL H. THOMPSON
Paul Hunt Thompson
Floyd County Judge Executive

DISSCUSSION 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% from Citizens, 2.1% from
First Guaranty and 3.0% from 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 from Citizens
National Bank, which was the lowest and best bidder.

1. Resolution: Bond Issue

A RESOLUTION OF THE FISCAL COURT OF THE COUNTY OF
FLOYD, KENTUCKY DIRECTIING THE FLOYD COUNTY,
KENTUKCY 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 APPROYING THE SALE AND
ISSUANCE OF 52,395,000 FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION FIRST MORTGAGE REVENUE
BOND ANTICIPATION RENEWAL NOTES (WATER PROJECT),
SERIES 2003, (“*NOTES”) WHICH AMOUNT MAY BE INCREASED
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

#225 P.008/017
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REFINANCE THE FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION FIRST MORTGAGE REVENUE
BOND ANTICIPATION NOTES (WATER PROJECT), SERIES 2001
(*PRIOR NOTES”) THE PROCEEDS OF WHICH WERE 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;
APPROVING 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 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 planning, development, acquisition and financing
of public projects in furtherance of the proper public purpose of the
County, as provided by Section 58.180 of the Kentucky Revised
Statutes; and

WHEREAS, 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;

WHEREAS, 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;

#225 P.009/017
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WHEREAS, 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”) inthe
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 within 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, COMMONWEALTH
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 may be necessary for the formal 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 of Notes, 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, heréinafter
identified. :

Section 2. It is intended that the Notes shall be secured by the
pledge of the Lease Agreement, and the revenues therefrom as
provided in the Mortgage Deed of Trust; and that the proceeds
from 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 of proceeds from
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 of Notes,
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 of providing 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

#225 P.011/017
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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
Tudge/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 from 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 of Directors and its officers are hereby
authorized and directed to continue to take and carry out any and

#225 P.012/017
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all necessary, desirable or appropriate actions to effect such
acquisition, construction, installation and financing, including the
appointment of Gillard B. Johnson, III, of Cox, Bowling &
Johnson, PLLC, municipal Bond Counsel, for purposes of
providing the final approving legal opinion and Ross, Sinclaire &
Associates, Inc., 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. If any 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.




~ From:FLOYD COUNTY CLERK'S OFFICGE 6068866631 01/16/2013 10:38

twk_ 21 Page 253

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
240.15¢2-12 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

#225 P.014/017
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take all actions required to adopt any Resolutiéns for the issuance
and sale of Revenue 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 STUMBO
Seconded By: GERALD DEROSSETT

PAUL H. THOMPSON
County Judge/Executive
ATTEST:

PEGGY COMPTON
Fiscal Court Clerk

Certificate

1, the undersigned, do hereby certify that I am the duly qualified
and acting Fiscal Court Clerk of the County of Floyd, Kentucky;
that the foregoing is a true and complete copy of a certain
Resolution duly adopted by the Fiscal Court of the County of
F loyd 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 of Kentucky 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
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LOCAL DEBT NOTIFICATION - LEASE SUMMARY FORM

Floyd County — (2005 Water Line Extension Project)

Name of Entity Entering L

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 lmes

Is the County Obligated: Yesf

Name of Lessor: Floyd County, Kentucky " * R\} Reea. Devel opmm" 5‘7’ @!ﬁ%ﬂ&%s

Fnancine T
Date the Lease ‘Was. Issued June 2005 {(Projected) j M5+

(«105“’

Principal Amoun:”$2,600,000 )

Interest Rate: See included projected schedules

Type of Interest Rate: F1

Date of Initial Payment: See included projected schedules

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

Trustee / Paying Agent: The Bank of New York:
BondCouns’el:, Peck, Shaffer & Williams

Financial Advisor: -Ross, Sinclaire & Associates




03-May-06

3

County of Floyd, Kentucky - Serles 2005A General Qbligation KADD Lease
Projected Debt Service Assuming Insured Rates

Term (years):

Average Fixad Interest Rate:

Annual Leese Payment of Water District: $100,000 /
Average Annual County Payment: $50,880
LensEi Bl e Net Period
Coupon :ay:]lg:: ;" ;::;r::t Fees®  Total Payment L;::;«;E:;e Payrg%t‘l}n?;e of DFuE Z?’g::,x:l\:y
EDEE X 500 $56,455 $50,000 £6,455
2.80% 50000: 55585 888 © 5108443 $50,000 $66,443 562,808
e 54,855 888 ©  $55743 $50,000 $6,743
2.90% -60,000 54,855 875 $105,730 $50,000 $55,730 $681,473
i 54,130 875 $55,005 $50,000 $5,005
3.00% -/ 80,000 - 54,130 883 104,503 $50,000 $54,003 $50,998
N 53,380 883 54,243 $60,000 $4,243
3.10% 50.000 53,380 850 $104,230 $50,000 $54,230 $58,473
e 52,605 850 $53,455 $50,000 $3,455
3.20% 55,000 . 52,805 836 $108,441 350,000 $58,441 $81,8668
51725 836 $52,561 $50,000 $2,561 »
3.50% 65,000 61,725 623 $107,548 $50,000 $57,548 $80,108
Lo 50,763 823 $51,585 $50,000 $1,585
aso% - 60,000 50,783 608 $111,570 $50,000 $61,570 $83,155
LTt 4873 608 $50,620 $50,000 $520
3.80% -80,000.. 49,713 783 $110,505 $50,000 $60,505 $61,025
: L 48,573 783 $40,385 $50,000 (3635)
~:01+Jun-14 3.80% 80,000 48573 778 $109,350 $50,000 $58,350 858,715
“01-Dec-14 B 47433 778 $48,210 $50,000 (51,790)
" 01-Jun-15 32.80% 85,000 .- 47,433 761 $113,104 $50,000 $63,194 $61,404
01-Dec-15. ‘ 46,188 761 $46,959 $50,000 - ($3,041)
01-Jun-18. 4.10% 65,000 48,188 748 $111,043 $50,000 $81,843 $58,901
* 01:Dec-16 Lo 44B8S 745 $45,810 $50,000 (34,380)
- 0%duni? 410% 70000 - 44,865 728 $115,583 $50,000 $85,593 $61,203
01:Degd7 ; "43,430 728 $44,168 $50,000 (85,843)
.. 01-Jun-i8 4.10% 70,000 43,430 710 $114,140 $50,000 $64,140 $58,288
8. L 41,805 710 $42,705 50,000 (37,295)
g 4.30% 75000 41,885 891 $117,688 $50,000 $67,688 $80,384
101-Dec19 ’ 40,383 681 $41,074 $50,000 (38.926)
01-Jun-20 430% .. B0.000 40383 671 $121,054 550,000 $71,054 $82,128
01:Dec-20 - R 38,863 871 539,334 $50,000 ($10,866)
0f<dunz1 - 4.30% 80,000 38,663 as1 $119,314 $50,000 $89,314 $56,848
01-Dec:21- o 36,843 851 $37,504 $50,000 ($12.408)
01-Juri2 4,30% . 85,000 36,943 830 $122,573 50,000 $72,673 $60,185
01-Deaz” S »’Ns - 630 $35,745 $50,000 {514,255)
01-3un:23. 450% - 90,000 35115 08 $125,723 $50,000 §75,723 $81,488
01-Dac-23 i 33,080 608 §33,698 $50,000 (516,303)
01-Jun24 4.50% - 95,000 33,090 584 128,674 $50,000 76,674 $52,371
-Dece:2 30,853 584 $31,536 $50,000 (318,484)
4.50% 195,000 30,953 560 $128,513 $50,000 76,513 558,049
28,816 660 $29,375 $50,000 (520,625)
4.50% 100,000 28815 535 $128,350 $50,000 $79,350 $58,725
RO 26,565 535 $27,00 $50,000 (522,900)
L 01:0un-27 4.60% 105,000 26,565 509 $132,074 $50,000 82,074 §59,174
. D1-Dec-27. SR 24,150 509 524,859 $50,000 (525,341)
Tofgunize . . 4mom 110000 24,150 481 $134,831 $50,000 $84,531 $59,290
: aoesloe 21820 461 $22,101 $50,000 (327,889)
©4.80% 115,000 ¢ 21820 453 $137,073 $50,000 $87.073 550,174
e 18978 483 $19,428 $50,000 {530,573)
460% ° 120000 18,975 4 $139,398 $50,000 $89,398 $58,825
S 18218 423 $16,638 $50,000 ($33,363)
4.70% 125000 16215 3gt $141,606 $50,000 581,805 §58,244
‘ 13.278 et $13,809 $50,000 (536,331)
- 01-duncae 4.70% 130,000 13,278 358 $143,636 $50,000 $03,636 $57.305
~01:Dge-32 - Cmd 10,223 358 $10,581 560,000 (538.419)
£ 03:dun-33 . 4.70% /140,000 0 10223 324 $150,546 $50,000 $100,546 561,128
01-Dec-33 " Sl 6,933 324 $7,256 $50,000 (542,744)
Dtiduncas T 470% 145000 6,933 288 $152,220 $50,000 $102,220 $5D.476 -
01-Dec-3d oo 3828 288 $3,813 $50,000 (545,186)
Q1R85 4.70% 3,525 250 $153.775 $50,000 $103,775 $57,588
. Totals: ¥ $2600,000° $2,181320  §38373 54,792,653 $3,000,000 $1,799,603 $1,798,693

* Fess are annual Trustee Fee paid to Bank of New York and KADD Administrative Fee

RSA
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COMMONWEALTH 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)

DECISION OF STATE LOCAL DEBT OFFICER

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 responsé thereto filed
and béing otherwise duly advised:

Recommended Order of the Hearing Officer be hereby approved, ratified and
incorporated herein as part of IT IS HEREBY ORDERED THAT the Findings of Fact,
Conclusions of Law and the this decision. The State Local Debt Officer approves and
adopts the fihdings and recommendétions gf 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.

State Local Debt Officer
Commonwealth of Kentucky




CERTIFICATE OF SERVICE

| hereby certify that a true and correct copy of the foregoing decision has been

(1)

)

@)

(4)

served upon the following by mailing same, postage prepaid, this the 10" day of June

pﬁﬂ% /QJI‘LW@&

CORDELL G. LAWREN
State Local Debt Officer

The Honorable Paul H. Thompson
Floyd County Judge Executive

Floyd County Courthouse

149 S. Central Avenue
Prestonsburg, Kentucky 41653-1960

Floyd County Fiscal Court Clerk
Floyd County Courthouse

149 S. Central Avenue
Prestonsburg, Kentucky 41653-1960

Mr. Dwight Salsbury

Ross, Sinclaire & Associates, Inc.
400 Democrat Drive

Frankfort, Kentucky 40601

Delivered by Messenger Mail to:

The Honorable Trey Grayson
Secretary of State

The Capitol, Suite 152
Frankfort, KY 40601




Ernie Fletcher 1024 Capital Center Drive, Suite 340 Ellen Williams

Governor

GOVERNOR'S OFFICE FOR LOCAL DEVELOPMENT ‘
OFFICE OF THE GOVERNOR ?

Frankfort, Kentucky 40601-8204 _ Commissioner
Phone (502) 573-2382 ' :
Fax (502) 573-2939
Toll Free (800) 346-5606
www.gold.ky.gov

June 10, 2005

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
Floyd County, Kentucky, Kentucky Area Development Distrists Financing Trust (Water
Line Extension Project) in an amount riot to exceed $2,600,000. .

The proceeds from 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.

Sineceyely,

ORDELL G. LAWRENCE

State Local Debt Officer

Enciosure

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

W%
KentuckyUnbridiedSpirit.com K@Ti'u y An Equal Opportunity Employer M/F/D
UNBRIDLED SPIRIT wdPn .



GOVERNOR’'S OFFICE FOR LOCAL DEVELOPMENT
OFFICE OF THE GOVERNOR

Ernie Fletcher 1024 Capital Center Drive, Suite 340 Ellen Williams

Governor Frankfort, Kentucky 40601-8204 Commissioner
Phone (502) 573-2382
Fax (602) 573-2939
Toll Free (800) 346-5606
www.gold.ky.gov

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

Floyd County, Kentucky, Kentucky Area Development Districts Financing Trust (Water
Line Extension Project) 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,

CORDELL G. LAWRE
State Local Debt Officer

/1d

Enclosure

KentuckyUnbridledSpirit.com

Kentudkiy™

m y An Equal Opportunity Employer M/F/D
UNBRIDLED SPIRIT 0 .




COMMONWEALTH OF KENTUCKY
OFFICE OF THE GOVERNOR ,
GOVERNOR’S OFFICE FOR LOCAL DEVELOPMENT
05-SLDO-010 :

IN THE MATTER OF:
Floyd County, Kentucky

Kehtucky Area Development Districts Financing Trust

(Water Line Extension Project)

RECOMMENDED ORDER

The Fiscal Court of Floyd County, Kentucky (the "County") in a Resoiution pa‘é"sed and
adopted on May 20, 2005, authorized a plan to finance public water line extevn'sions and
improvements in Floyd County (the "Project") in an amount not to exceed of $‘2,600,4(')00
with funds provided to the County by the Kentucky Area De‘ve.loprr;ent Districts Financing
Trust Small Issuer Loan Program (the "Program") through a certain Lease Agreement
between the County and the Program (the "Lease").

Kentuéky Revised Statutes 65.944(1) (b) stipulates that no county may enterinto a
lease agreement in excess of $500,000 withdut 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")

1
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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 publishved in accordance
with Chapter 424 of the Kentucky Revised Statutes, a public hearing was set for May 186,
2005, at 10:00 a.m., (Prevailing Eastern Time) in the third floor conference room,
Governor's Office for Local Development (GOLD), 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 Dobson, Local Government Advisor, Division of FinanciallManagement and
Administration, representing GOLD; Lance Emerson, observer-GOLD and Gene Kiser,
Hearing Officer. .

The Hearing Officer, héving 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

1: 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
” 4
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Juhé 1, 2035. The annual debt service is estimated fo 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 Wafer
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 that 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 governmenial 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. | |

§_ The proposed Lease and financial 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

3
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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 Commohwealth of Kentucky.

It 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 Programto 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 numeérous occasions by the highest

court in Kentucky. See, e.g., Sizemore v, Clay County, 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 distriéts shall not incur indebtedness to an amount
exceeding the followihg maximum percentages on the value to the taxable property therein,
* to be estimated by thevlast 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.

4
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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 concludes 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.

5
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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.

Dot

GENE KISER, CHO
Hearing Officer
Commonwealth of Kentucky

EXCEPTIONS

Wri‘tten exceptions to this Order must be filed with Cordell Lawrence, State Locall Debt

Officer, 1024 Capital Center Drive, Suite 340, Frankfort, Kentucky 40601 by close of
business June 9, 2005, '

6
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CERTIFICATE OF SERVICE

| hereby certify that a true and correct copy of the foregoing ctihecision has been
served upon the following by mailing same, postagg prepaid, this the 257 day of May 2005:

(1)

(2)

(3)

e

GENE KISER, CHO
Hearing Officer

The Honorable Paul H. Thompson
Floyd County Judge Executive
Floyd County Courthouse

149 S. Central Avenue
Prestonsburg, KY 41653-1960

Floyd County Fiscal Court Clerk
Floyd County Courthouse

149 S. Central Avenue
Prestonsburg, KY 41653-1960

Dwight Salsbury

Ross, Sinclaire & Associates
400 Democrat Drive
Frankfort, Kentucky 40601

7
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COUNTY OF FLOYD, KENTUCKY
Proposed 2005 KADD Lease
Water Line Extension Project

Projected KADD Lease Using Insured Rates |

Projected Debt Service Schedules .........c..... 1
Projected Sources and USES....cccccrvvmrvnnrrinnns 2
Projected KADD Lease Using Non-insured Rates
Projected Debt Service Schedules................. 3
Projected Sources and Uses........coovriniinnn 4
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03-May-05

County of Floyd, Kentucky - Series 2005A General Obfigation KADD Lease

Assumptlons:

Projected Debt Service Assuming Non-Rated Rates

Average Fixed Interest Rate:

5,13% R

Term {years). a0

Annual Lease Payment of Water District: $100,000

Average Annual County Payment: $68,017

Payment cipa E Net Perlod

guta Coupon' ;:;mlgnt' li:‘y?:\i;‘t Feas® P:;rt:i;nl L:i?;;me Payrgzl&tn?yue of D}:II l:?gzz:::y

01-Dec-05 62,788 888 $63,675 $50.000 $13,675

01-Jun-08 3.25% 45,000 62,788 878 1 08,664 $50,000 $58,664 $72,339
01-Dec-08 62,055 878 $82,933 $50,000 $12,833

01-Jun-07 3.40% 45,000 62,085 888 $107,921 $50,000 - $57,921 $70,854
01-Dac.07 61,290 866 $62,156 $50,000 $12,156

01-Jun-08 3.50% 45,000 61,290 855 $107,145 $50,000 $57,145 $69,301
01-Dec-08 60,603 855 $61,358 $50,000 $11,358

01-Jun-08 3.75% 45,000 60,503 844 $106,346 $50,000 $56,346 $67,704
01-Dec-08 58,658 844 $80,503 $50,000 $10,503

01-Jup-10 4.00% 60,000 £9,859 831 $110,490 $50,000 $60,490 ) 570,883
01-Dac-10 68,658 831 $58,480 $50,000 $8,490

01-Jun-11 4.00% 50,000 58,658 B19 $108,478 $50,000 $50,478 $68,968
01-Dec-11 57,659 818 $58,478 $50,000 $8.478

01-Jun-12 4.00% 55,000 57,659 805 $113.464 $50,000 . 563,464 $71.841
01-Dec-12 56,559 805 $57,364 $50,000 $7,3684 ’
01-Jun-13 4.40% 55,000 58,658 791 $112,350 $50,000 $62,350 $69,714
01-Dec-13 55,348 791 $58,140 $50,000 $6,140 '
01-Jun-14 4.40% 55,000 55,349 778 111,126 $50,000 $81,126 $67.266
01-Dec-14 54,138 778 $54,816 $50,000 34,916

01-Jun-15 4,40% 60,000 64,138 763 $114,901 $50,000 564,001 569,818
01-Dec-15 62,818 783 $53,581 $50,000 $3,581

01-Jun-16 4.75% 60,000 52,6818 748 $113,586 $50,000 0563.586 $67,148
01-Dac-16 51,304 748 352,141 $50,000 $2,141

01-Jun-17 4.75% 65,000 51,394 731 $117,128 $560,000 $67,125 569,258'
01-Dec-17 49,850 731 $50,681 $50,000 $581

01-Jun-18 4.75% 70,000 49,850 714 $120,564 $50,000 $70,564 $71,145
01-Dec-18 48,1868 714 $46,901 $50,000 (51,099)

g1-Jun-18 5,00% 70,000 48,188 696 $118,884 $50,000 $68,884 $67,785
01-Dec-18 48,438 898 $47,134 $50,000 (52,866)

01-Jun-20 5.00% 75,000 46,438 878 $122,115 $50,000 $72,115 $68,249
01-Dec-20 44,563 6§78 345,240 $50,000 (84,760)

g1-Jun-21 5.00% 80,000 44,563 858 $125,220 $50,000 $75,220 $70.460
01-Dec-21 42,563 658 343,220 $50,000 ($6,780)

01-Jun-22 5.10% 85,000 42,583 636 $128,188 $50,000 378,108 $71,418
01-Dec-22 - 40,386 . 636 $41,031 $50,000 ($8,969)

01-Jun-23 5.10% 856,000 40,395 618 $126,010 $50,000 $76,010 $67,041
01-Dec-23 38,228 615 $38,843 $50,000 {$11,158)

01-Jun-24 §.10% 20,000 38,228 593 $128,820 $50,000 $78,820 $67,663
01-Dec-24 35,833 583 $38,525 $50,000 (313.475)

01-Jun-25 . 5.10% 95,000 35,833 589 $131,501 §50,0a00 $81,501 568,026
01-Dec-25 33,610 588 $34,078 $50,000 {$15,921)

01-Jun-28 5,20% 100,000 33,510 544 $134,054 $50,000 $84,054 $68,133
01-Dec-26 30,810 644 $31,454 $50,000 ($18.646)

01-Jun-27 5.20% 105,000 30,810 518 $138,428 $50,000 $86,428 $67,881
01-Dec-27 28,180 518 $28,608 $50,000 ($21,303)

01-Jun-28 5,20% - 110,000 28,180 480 $138,870 $50,000 $88,670 $67,368
01-Dec-28 25,320 490 $25,810 $50.000 ($24,190)

01-Jun-28 5.20% 115,000 25,320 461 $140,781 $60,000 $90,781 $66,501
01-Dec-29 22,330 461 $22,781 50,000 (327,208)

01-Jun-30 - 5,20% 125,000 22,330 430 $147,760 $50,000 $97,760 $70,551
01-Dec-30 19,080 430 $19,510 $50,000 ($30,490)

01-Jun-31 5.30% 130,000 18,080 3g8 $148,478 $50,000 $99,478 $68,088
01-Dec-31 15,635 308 518,033 $50,000 (333,968)

01-Jun-32 5.30% 135,000 15,635 364 $150,999 $50,000 $100,900 $67.031
01-Dec-32 12,058 364 $12,421 $50,000 {337,579)

01-Jun-33 5.30% 145,000 . 12,056 328 $157,385 $50,000 $107,385 $69,806
01-Dec-33 8,215 328 $8,543 $50,000 (541,458)
01-Jun-34 5.30% 150,000 8,215 290 $158,505 $50.,600 $108,505 367,048
01-Dec-34 4,240 290 $4,530 $50,000 (345,470)
01-Jun-35 §.30% 180,000 4,240 250 $164.480 $50,000 $114,490 $69,020

Totals: $2,655,000 $2,477,003 $38,511 $5,070,514 $3,000,000 $2,070,544 32,070,514

* Fees are snnugﬂ Trustea Fae pald to Bank of New York and KADD Administrative Fae

RSA
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Paul Hunt Thompson

JUDGE/EXECUTIVE of FLOYD COUNTY
COMMONWEALTH of KENTUCKY
Floyd County Fiscal Court

149 South Cenmal Avenue - Suite 8
Prestonsburg, Kentucky 41653

9193 Pax (606) 886-1083
-'[l:‘gg;‘igéfg-‘goasaﬁﬁ e-mai): flcofe @yshoo.com

Mr. Cordell Lawrence, State Local Debt Officer
Department 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 1o 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 be used {o fund water line extensions
and improvements in the County,’

The County has reviewed its financial statements and has detennined that the project is
necessary and that debt service can be met without additional tax levies or a reduction in
services. The County expects the Water Distriot to pay a portion of the debt service.

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

Yours truly,

Floyd County fud%{%"m

Cc: Dwight Salsbury

Kentucky™

Ployd County Fiscal Coun is committed 1o providing safc, decent and

affordable housing for low-incomse clients with special necds. ShpdL Butinn
. SQRFDATUMITY
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SECOND READING: FLOYD COUNTY, KENTUCKY ORDINANCE
#04-004

MOTION TO AMEND: To make the following amendments to
Ordinance #04-004

1. To delete the word “RESOLVED,” from the 4™ paragraph
enacting Floyd County Ordinance #04-004 and replace it with the
word “ORDAINED.”

2, To add the following language “and revenues” to the 4t
sentence of Section 2. “General Obl 1gatmn Pledge.” of Ordinance

- #04-004 and to delete the word 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 revenues 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 shall be reduced by the amount of such other taxes and

revenues o available and appropriated.” 4k QRCED (ISR
Motion f9 Amend this Ordinance was made by Ah ﬂ . . and
secondedby SO (] and vote ta,ken as follows: ' :
' . - Agamst

WHEREUPON, said Motion to Amend Ordinance #04-004 was declared passed
and said amendment adopted this the 20™ day of May, 2005.. —

PAUL H. THOMPSON,
FLOYD COUNTY JUDGE/EXECUTIVE

E@EUW[&?"

MAY 9 4 2005 ,._.')i
!

By
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ATTEST;
' CHRIS WAUGH, FLOYD COUNTY CLERK

BY: Bz%%f {bﬁ@m . .pC

Following 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 Mecting 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 from the
public at that time, the Floyd County Judge/Executive brought Ordinance 04-004, as

amended, on for its Second Reading, E : _

PAULH.THOMPSON, " 7
FLOYD COUNTY JUDGE/EXECUTIVE

ATTEST:
CHRIS WAUGH, FLOYD COUNTY CLERK

BY: BﬁZﬁﬁf %ﬂ&u DC.

EGETUE]

}
1
i

MAY ¢ 4 2005 |

r

By -
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ORDINANCE NO.(H-004

AN ORDINANCE APPROVING A LEASE FOR THE FINANCING OF A
PROJECT; PROVIDING FOR THE PAYMENT AND SECURITY OF THE
LEASE; CREATING 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 10 Section 65.940 et seq. of the Kenmucky Revised Siatuies 1o enter into lease
agreements with or without the option to purchase in order 10 provide for the use of property for
public purposes;

WHEREAS, the governing body of the Lessee (the "Governing Body") has previously
determined, and hereby furthér determings, 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 & Lease Agreement (the "Lease") for the leas!ng 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 1. Recitals and Authorization. The Lessee hereby approves the Lease
Apreement (the "Lease" and all Collateral Documents, as defined in the Lease, each in
substantially the form presented to this Governing Body. It is hereby found and determined that
the Project 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 enter into
the Lease for the purposes therein specified, 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 with such other agreemenis or
certifications which may be necessary to accomplish the transaction contemplated by the Lease.

Section 2.  General Oblipation Pledge.  Pursmant 1o the Constitution of the
Commonwealth and Chapter 66 of the Kenrucky Revised Statutes, as amended (the "General
Obligation Statutes”), the obligation of the Lessce created by the Lease shall be a full general
obligation of the Lessee and, for the prompt payment of the Lease Payrents, the full faith, eredit
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 vaxes, without limitation as to rate, 8 direct tax annually in an amount sufficient to pay the
Lease Payments. on the Lease when and as due, it being hereby found and detenmined thar -
current tax rates are within all applicable limitations. Said tax shall be and is hercby ordered
computed, certified, levied and extended upon the tax duplicate and collected by the same
officers in the sam¢ manner and at the same time that taxes for general purposes for each of said
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years are certified, extended and collected. 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 ather 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 be reduced by the amount of such other -
taxes and revenues so available and appropriated. '

There is hereby established with the 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 in the Sinking Fund and, together with imterest collected on the same, are frrevocably
pledged for the payment of all Cenificates or obligations issued under the General Obligation
Statutes and all Tax Supported Leases, as defined in General Obligation Siatutes, 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,

Section 3. Investment of Funds. Ross, Sinclaire & Associates, Inc., as Program
Administrator, is hereby authorized 1o direct the Trustee to invest funds on deposit under the
Lease in such manner, subject to all legal limitations, as will, in the Program Administrator's
judgment, produce the most favorable financial result for the Lessee.

Section 4. Severability, 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. Sunshine Law, This Goveming Body hereby finds and determines that all
formal actions relative to the adoption of this Ordinance were taken in an open meeting of this
Goveming 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 the 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. Effective Date. This Ordinance shall take effect from and after its passage
and publication of a summary thereof, as provided by law,
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INTRODUCED, SECONDED AND ADOPTED, at a duly convened meeting of the

Governing Body, held on M ay 2e™-0s, 2005, after first reading held on May \Weh-os, sipned
by the Judge/Executive of theélfcssee, attested by the Fiscal Court Clerk, filed and indexed as

provided by law.

By:
ATTEST:
' scal Coutt Clerk
30460\
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Robert D. Marshall

JUDGE/EXECUTIVE of FLOYD COUNTY
COMMONWEALTH of KENTUCKY

Floyd County Fiscal Court
148 South Ceniral Avgnus - Suite B
Prestonshury, Kentucly 41653

Fax (60B) B88-1083

SOUTHERN WATER & SEWER DISTRICT

co Floyd Counry Fiscal Court

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

LOAN Number # KADD2005_147K
Closing Date: 06/28/2005

30 yrs @ an Avg. Intcrest rate of 4 55%

Total Principal  $ 2,600,000.00

‘Total Interest

Outstanding

$.2.227.794.63
$ 4,824,794 63  Total Issus

Principal  $ 2,230,000.00

Outstanding
Interest

$ 1,390,821.96

$3.620,821.95  Total Outstanding

Money Due (2012-13 Bndget)

Next Paymert - due Dec. 1, 2012 §51,277.50 {Interest Only)

Following

Payment -due Junc 1, 2013 $111,277.50 (Principal & Interst)
/

e
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Beyer, Jonathan (PSC)

From:

Sent:

To:

Subject:
Attachments:

Categories:

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 & Associates
325 West Main St.

Suite 300

Lexington, KY 40507
Phone: 800-255-0795

Fax: 859-381-1357

R

~ Dwight Salsbury <dsalsbury@rsamuni.com>

Tuesday, January 29, 2013 9:22 AM

~ Beyer, Jonathan (PSC)

Floyd County
20130128094210570.pdf

Red Category

From: Ricoh Suave@rsamuni.com [mailto:Ricoh Suave@rsamuni.com]

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

To: Dwight Saisbury
Subject:

This E-mail was sent from "RNPOA4ES8" (Aficio MP 5001).

Scan Date: 01.28.2013 09:42:10 (-0500)
Queries to: Ricoh Suave@rsamuni.com

*xxEECONFIDENTIALITY 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. If you have received this

1
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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

N N, N N N N

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:

1. 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 VWater System
Revenue Bonds at an interest rate not to exceed 4.25 percen_t 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,

-2- Case No 2005-00374




or the pressure fo 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 warranfy of the Commonwealth of

Kentucky, or any agency thereof, of the financing herein accepted.
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Done at Frankfort, Kentucky, this 14th day of O&tober, 2005.

By the Commission

ATTEST:

%%/%%;{/ Z

Executive Director

Case No. 2005-00374




APPENDIX A
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 2005-00374 DATED OCTOBER 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.

Monthly Water Rates
First .2,000 gallons $ 16.50 minimum bill
Over 2,000 gallons 5.60 per 1,000 gallons

Wholesale rate to city of Hindman 2.40 per 1,000 gallons
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tase No. 2005-00374

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

Final Engineering Report
August 2005

O’Brien & Gere Engineers, Inc.
2333 Alexandria Drive
Lexington, Kentucky 40504

859.514.6055
Submitted By:
I
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SOUTHERN WATER AND SEWER DISTRICT
FINAL ENGINEERING REPORT
WATER SYSTEM IMPROVEMENTS

I. GENERAL

The Southern Water & 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 MGD surface water plant, over 269 miles of lines with 24 tanks and 26 pump stations
serving 6,031 customers.

I1. PROJECT PLANNING AREA

The Southern Water & 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.

II1. EXISTING FACILITIES
A. Location Map

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

B. History

The Beaver Elkhorn and Mud Creek systems were originally built in the late 1960’s and
early 1970°s with EDA funds. 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 & 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 Facilities
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.

8/31/2005 1



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 MGD 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 water 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. NEED FOR THE PROJECT
A. Health and 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 )



B. System O&M

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 2000 2020 2030
Population 43,586 42,441 41,570 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. ALTERNATIVES CONSIDERED
The proposed project consists of the following activities:

1. Installation of new pump station at Morg Branch
Repairs at the Allen Water Treatment Plant — to be accomplished with Coal
Severance grant

3. Replacement of large meters in the distribution system

4, 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.

B. Project Design

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 RECOMMENDATIONS

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:

New Morg Branch pump station

Removal of existing Morg Branch pump station

Telemetry at Morg Branch pump station

New master meter at water treatment plant

Replacement of eight 2 inch meters in the distribution system
Replacement of one 3 inch meter in distribution system
Replacement of PRV along KY 850.

NN =

The attached bid tabulation shows the bid price for all seven items. O’Brien & 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

8/31/2005
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SOUTHERN WATER & SEWER DISTRICT
MCDOWELL, KY 41647
MINUTES OF SPECIAL CALLED MEETING HELD Thurs., SEPTEMBER 2, 2004 @
4:00PM

IN ATTENDANCI:

HUBERT HALBERT, CHAIRMAN
PAULA JOHNSON, SECRETARY
BERT LAYNE, TREASURER

EULA HALL, COMMISSIONER
PALMER FRASURE. COMMISSIONER
BOB MEYER, VEOLIA WATER

TINA MOSLEY, VEOLIA WATER

A. Meeting was called to order @ 4.00 pm by Hubert Halbert.

B. PROPOSED WATER RATE INCREASE
Bob Meyer presented the board with a packet of data containing current &
proposed rates and various supporting documentation. Supporting documentation
included historical usage and billing daia, a current and projected District budget,
and the proposed new rate structure. Included with the budget was current debt
service (KIA and RI loans) and $100,000.00 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 District’s expansion program.

Budget data reflected a significant increase in electric costs due to the number of
new pump stations that have been installed over the last 4 years. It also reflected
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 due amouni will be amortized over a five year period.

The proposed new Rate Structure is as follows:

Minimum Bill (2,000 gal): $16.30 (10% Increase)
Rate per 1,000 gal above 2,000 $520  (20.9% Increase)
Wholesale Rate (per thousand) $2.40  (20% Increase)

Average overall increase: 15.1%

A family with an average of 4,000 gallons would be billed for $26.70.
These rates will have 10 be submitted to and approved by the PSC before they are
implemented.

Fula Hall expressed her concerns about raising rates and whether many of our elderly and
low income customers could afford the higher rates. There was a lengthy discussion on
the necessity of increasing the rates in order to keep the District in stable financial
condition. Subsequent to this discussion, Hubert Halbert stated that he supported the rate
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increase and the increase in the Veolia Management fee, but indicated that he felt the
Veolia fee increase should not happen until the District’s water rate increase has been
approved.

o MOTION TO APPROVE THE PROPOSED RATE INCREASE AND SUBMIT
SAME TO THE KENTUCKY PUBLIC SERVICE COMMISSION; AND TO
APPROVE THE INCREASE IN THE VEOLIA MANAGEMENT FEE AFTER
THE DISTRICT’S WATER RATE INCREASE HAS BEEN FORMALLY
APPROVED.

MOTION MADE BY: PALMER FRASURE
SECOND BY. BERT LAYNE

> Motion approved by all commissioners with the exception of Eula Hall. She
indicated that she had not had sufficient time to study the analysis and
documentation supporting for the rate increase and felt that it would be a burden
for many of our current customers.

With no further business the meeting was adjourned at 5:05 pm. Passed by the

commissioners of the Southern Water & Sewer District on this _ wm:w day of
Sy , 2004,
Y

Approved by

- ,."/ . N S
PR A
R [ P

Hibert Halbert, Cliairman

A£tent§§)by. //\/ \//
Lol UWhs

Paula Johnson, %@c/etaﬂ/




Attachment H

In Case No 2002-00166, the Commission approved Southern District’s reguest
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, NA Evidence of the bonds is included at
Aftachiment 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 portion of the total amount of the annual bond
principal and interest payment and absent the bonds, over 2,400 residents of Floyd

County waould remain without potable water service.
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December 8, 2004

Paul Hunt Thompson

Fioyd County Judge-Executive
Floyd County Courthouse

149 South Central Avenue
Prestonsburg, KY 41653

RE. Floyd County Bond Issue
Judge Thompson:

Subsequent to the merger of Beaver Elkhorm Water District and Mud Creek Water
District in March of 2,000, the merged entity, Southern Water & Sewer District, hegan 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 additional 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 Southem Water &
Sewer District with this expansion. With the Fiscal Court assuiming responsibility for this
debt, the water district's debt load would be decreased and customers would have 1o pay
less for their monthly water bills It was also understood that all assets purchased with
these bond funds (ie: new water lines, tanks, pump stations, efc.) would be owned by
Southem Water & 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
Caurt in repaying the debt on the bond issue, in the amount of $100,000.00 per year
(see attached letter).

Without your and the Fiscal Courts' financial assistance, the District would not
have been able to provide public water service to over 2,400 additional customers in
southem Floyd County Please let me know if you need any additional information or
clarification related to this debt or its impact on Southem Water & Sewer District.

Sinc,e;_r,e‘%

P
e,

Roéert L

Enclosures—"

Cc: Hubert Halbert, Chairman, Southem Waler & Sewer District

UG I TFIEND
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RESOLUTIONNO. |

ARESOLUTION 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 FIRST MORTGAGE
REVENUE BOND ANTICIPATION RENEWAL NOTES (WATER
PRO!ECTE SERIES 2004, ](i“BJ OTES”) CH AMOUNT MAY BE
INC D ORDECREASED BY AN AMOUNT NOT TO EXCEED TEN
PERCENT ‘510%4; 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 REFINANCE THE
FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES CORPORATION
! FIRST MORTGAGE REVENUE BOND ANTICIPATIONNOTES (gATER
PROJECT), SERIES 2003 (“PRIOR NOTES”) THE PROCEEDS OF CH
WERE USED TO REDEEM AND REFINANCE THE FLOYD COUNTY,
KENTUCKY PUBLICPROPERTIES CORPORATION FIRST MORTGAGE
REVENUE BONDANTICIPATION NOTES (WATER PRgr_]IE , SERIES
2001 (“SERIES 2001 NOTES”) THE PROCEEDS OF WHICH WERE 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,ASLESSEE; APPROVINGAMORTGAGE DEED OF TRUST
SECURING THE NOTES; AUTHORIZING THE PRIVATE SALE OF THE
NOTESTO SOPHISTICATED INVESTORS ONLY; APPROVING OTHER
l CONTRACTS, DOCUMENTS AND ACTIONS NECESSARY OR

[S———— -

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 Public Properties Corporation, (the “Corporation”),
a gonprofit, nonstock 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 planning, development, acquisition and financing of public projects in
furtherance of the proper public purpose of the County, as provided by Section 58.180 of t.he%(enrucky
R;vised Statutes; and

I WHEREAS, by Resolution dated September 4, 2003, the County authonized the “Floyd County,
Kentucky Public Properties Corporation First Mortgage Revenue Bond Anticipation Renewal Notes
gatcz Project), Sedes 2003 (“Pdor Notes™), which were issued by the Corporation by Resolution dated

gptember 4, 2003;

WHEREAS, the County has determined that issuance of Revenue Bonds at this time is not

appropriate and has determined that issuance of “Floyd County, Kentu Public Properties

prporadon First Mortgage Revenue Bond Anticipaton Renewal Nates (Water Project), Sedes 2004
{“WNotes”) is proper and in the best interest of the County;

WHEREAS, the County has indicated that it will issue Revenue Bonds to redeem the Notes on
of pdor to the matugty date of the Notes;
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WHEREAS, the County deems it necessary that the Corporation act as its agency,
instrumentality and consdtuted authonry in connection with the issuance of Floyd County, Kentucky
Public Properties Corporation First Mortgage Revenue Bond Anucipation Renewal Notes (Water
Project), Series 2004 ("Notes™) in the approximate amount of $2,450,000, (which amount may be
increased or decreased by an amount not to exceed 10%), to (I) redeem and retire the “Floyd County,
Kentucky Public Propertes Corporation First Mo:t%a%c Revenue Bond Anticipation Notes (Water
Project), Series 2003" in the principal amount of $2,395,000, (“Prior Notes™) the proceeds of which
were used to redeem and retiwe the “Floyd County, Kentucl;y Public Properties Corporation First
Mortgage Revenue Bond Anticipation Notes (Water Project), Series 2001" in the Jminmpal amount of
$2,17%a, 00, (“Series 2001 Notes™), the proceeds from said Series 2001 Notes used to finance the cost
of construyction and installation of waterlines within the County, and (i1) pay the cost of issuance with
respect to the Notes;

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

' Section 1. The Corporation, as the agency and instrumentality and the constituted authonty of
the County, 15 hereby directed to forthwith adopt such resolutions and orders and to take such actions
as may be necessary for the formal authorization by the Corporation of $2,450,000 Floyd County,
Kentucky Public Properties Corporation First Mortgage Revenue Bond Anticipation Renewal Notes

ater Project), Series 2004, {which amount may be incteased or decreased by the amount not to exceed
ten percent (10%)], to be dated such date as determined by the Finandal Advisors. The maturity,
sgeurity provisions, redemption provisions, form of Notes, condition of sale of the Notes and all of the
terms and provisions incident to said Notes shall be in accordance with the provisions which are set
fqrth in the Lease Agreement and Mortgage Deed of Trust, hereinafter identified.

1

Section 2. Itisintended that the Notes shall be secured by the pledge of the Lease Agreement,
apd the revenues therefrom as provided in the Mortgage Deed of Trust; and that the proceeds from
Revenue Bonds shall be used, 1n par, to pay in full, the outstanding pancipal balance, plus accrued
interest, of the Notes, due at the ume of the issuance and receipt of proceeds from Revenue Bonds.

Section 3. The County hercby 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 Boatd of Directors of the Corporation of even date herewith,
apd in the Lease Agreement and the Mortgage Deed of Trust, hereinafteridentified. The County heteby
authorizes and approves the issuance of Notes, dated such date as determined by the Financial Advisors.

| Sectipp 4. Itis acknowledged that the Notes are to be issued by the Corporation, putsuant to
alresolution, acting as the agency and instrumentality of the County, and as the constituted authori
thereof, for the purpose of providing funds to (I) redeem and refinance the Prdor Notes, the proceeds
of which were used to redeem and tefinance the Series 2001 Notes, the proceeds of which were used
tp finance the consuuction of the Project which Project is more particularly described in the Lease
Agreement and the Mortgadge Deed of Trust hereinafter identitied and (1) to pay of costs and
rpiscellanecus expenses incident to the issuaace, 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 "Lezse Agreement,” intended for execution by and
an behalf of the Corpotation, as Lessor, anfrtlhc County, as Lessee, is hereby expressly approvcg and
the same is hereby authonzed to be executed in the name and on behalf of the County, by the County
Judge/Executive, with attestation by the Fiscal Court Cletk. 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 tecorded in the
qffice of the Floyd County Clerk m Prestonsburg, Kentucky. Notes shall be paid from the Rentals
realized through the Lease Agreemeant.
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Section 6. The County hereby expressly approves and directs the execution and delivery by the
Corporation of a certain "Mo?tgage Igceg of TZusls,R for the Notes substanually in a form a .:n}:vc};:l by
r.hergz otation, to the Trustee to be appointed by the Corporation, by Resclution. Saig %iort
Deed of Trust for the Notes shall assign in trust to said Trustee all income, revenues and rights o%ztﬁz
Corporation atising under said Lease A%reemcnt, 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
be 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 obligatons which it will issue during the calender year ending December
31, 2004 will not exceed $10,000,000 and therefor designates the Notes as qualified tax-exempt
obligatitzfs within the meaning of Section 265 (b) (3) of the Internal Revenue Code of 1986, as
amende

Section 8. In connection with the undcrtaldngband implementation by the Corporation of the
financing for the Notes, herein described, which is hereby expressly directed, the Corporation, its Board
of Directors and its officess are hereby authorized and directed to continue to take and carry out any
and all necessary, desirable or approprate actions to effect such acquisition, construction, installation
and financing, including the appointment of Gillard B. Johnson, I11, of Cox, Bowling & Johason, PLLC,
municipal Bond Counsel, for puyoscs of providing the final approving legal opinion and Ross, Sinclaire
& Associates, Inc., 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 secunty 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 Ecn of the Mortgage which secures the Notes, with the County giving
tothe Corporation and the Trustee notice in advance, in wnting, of the County's intention to purchase
the Project and by paying to the Trustee for the Noteholders on or before the date set forth in such
notice, 2 sum equal to the prinaple, interest and rcdcm&ﬁon premium, if any, which the Corporation
w%.l be obligatﬁ to pay if it calls all of the outstanding Notes for redemption on such date, together
with a further sumn equal to the expenses which the Corporation and Trustee may incur in calling all of
the outstanding Notes for payment on said date. Upoa the happening of any such event ar * the
issuance by the T rustee of an approprate certificate evidenang defeasance of the Notes, the
Cotporation shall immediately convey all of its right, title and interest in the Project to the Couaty, free
and clear of all liens and encumbrances created i}f and under the Mortgage. '1,'be County specifically
Eythorizcd and approved the conveyance of any Real Estate, it owns and/or acquires, to the

orporation 2s 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. :

Section 11. All ordinances, tesolutions, orders, o:ﬂgarts 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
3 wiitten agreement with the County, it Audttors, if required, and Corporation for the benefit of the
Note Holdets, where under the farlics 10 said wrtten agreement will apree to comply with the
provisions of Regulation Section 240.15¢2-12 of the Secunties and Exchangcgcrommission in providing
annual financial information to designated municipal securities information repositories and, in certain
Tecia.l instances, to the Municipal Securities Rule Making Board.

Section 13, The County approves and directs the Corporation to solicit and accept bids from
sophisticated investors only, on a private, negotiated basis, 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

| :




tp 22 04 0Ol:49p Ross Sinclaire 5026952897

——

Advisors, which is the most advantageous and with the most favorable net interest cost to the County
and the Corpotation for the Notes, without further acton by the County or the Corporation, o to reject
any or all bids.

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

Section 15. The Coun?hhereb)' states its intention to tssue 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 states and af%m.s that 1t will take all actions required to adopt any Resclutions for the issuance
and sale of Revenue Bonds by the Corporation.

Section 16. The recitals hetein above stated are incorporated into the body of this Resclution
as if set out hereat. p
mpar—

This Reso]ul:io?‘-ws introdtced, seconded and adopted ata duly gonvened meeting of the Fiscal
Court of the County of Floyd, Kentucky, held on the 3% day of Lj_“_, 2004.

shoconclod 4

.10

| K. Hwwfse

Ld

ounty Judge/Executive

Attest

Fiscal Court Clerk

CERTIFICATION

I, the undersigned, do hereby certify that I am the duly qualified and actng Fiscal Court Clerk
of the County of Floyd, Kentucky; that the foregoing is a true and complete copy of 2 certain Resolution
duly adopted by the Fiscal Court of the County of Floyd, Kenmciy, at a duly convened meetin
properly held on >rp e 2004; that said Resolution appears as a matter of public recor
1 the official recortds of the Fiscal Court; that said meeting was duly held in accordance with all
applicable requirements of Kentucky law, including KRS 61.805 to 61.850; that a quorum was present

at said meenting; that said Resolution has not been amended, modified, revoked ot repealed; and that
same is niow in full force and effect

IN TESTIMONY WHEREOF, witness my signatuse this Sephale 29 2004,

Chia Ve

Fiscal Court Clerk g

2%
-yl
N
1
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FINAL OFFICIAL STATEMENT

DATED SEPTEMBER 24, 2004

NEW ISSUE NO RATING REQUESTED
BANK ELIGIBLE

In the opinion of Bond Counsel, based upon present laws, regulations, rulings and decisions in effect on the date of delivery of the Nofes, 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 subject to the limitations set forth herein under “Tax Treatment.” Interest on the Noles held by
corporations is includable in the computation of such corporation’s adjusted current earnings and modified alternative minimum taxable income. Receipt
of interest 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 of Kentucky and political subdivisions thereof (see “Tax Treatment” herein).

$2,455,000
FLOYD COUNTY, KENTUCKY P’UBI:IC 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 Principal Interest Price to
June 30 Amount* Rate Yield CuUSIP
2005 $2,455,000 2.25% 2.25% 34365TDJO

Principal and interest on the Notes are payable at the principal office of Citizens 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 of Floyd
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 of Trust herein] and an annually renewable Lease Agreement between the Corporation and the County [see “The Lease”
herein].

The Notes are special and limited obligations of the 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 & 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 15¢2-12(b)(1).

BROSS, SINCLAIRE

& ASSOCIATES




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
Gerald DeRossett, Magistrate
James “Alan” Williams, Magistrate
Larry Foster Stumbo, Magistrate
Jackie Edford Owens, Magistrate

Keith Bartley, Esquire
County Attorney

Chris Waugh

County Clerk
BOND COUNSEL

Cox Bowling & Johnson PLLC
Lexington, Kentucky
PAYING AGENT AND REGISTRAR
Citizens National Bank
Paintsville, Kentucky
FINANCIAL ADVISOR
Ross, Sinclaire & Associates, Inc.

Frankfort, Kentucky

Louisville, Kentucky
Cincinnati, Ohio
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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.

iii



TABLE OF CONTENTS

IO dUCHION . . . o e e 1
The COUNLY ...\t et e e e e e e e e e e e 1
The Corporation . ... ...ttt e e e 2
e NOTES .ot e e 3
General ... 3
Registration, Payment and Transfer ............ .. .. .. ... ... . . 3
Book-Entry Only SySterm . . .. ..ot 4
DTC Letter of Representations . ... ... vv vttt e e 6
Revision of Book-Entry System; Replacement Notes . ................... ... .. 6
Optional Redemplion .. ..... ... ..ot e 7
Defeasance .. ... e 7
Estimated Sources and Uses of Funds . ........ .. .. ... .. i it 7
Estimated Net Debt Service Schedule . ...... ... .. .. i 8
Security and Sources of Payment . ....... .. .. . 8
S CUIIEY .« v ottt 8
Sources of Payment . . ... .. 8
The Project . ..o
9
Additional Bonds ... ... 9
State SUPErviSION . .. .. .ttt 9
Budget Process .. ... 9
Bond Issue Approval .. ... ... 10
The MOrtgage . ..ottt 10
Funds and ACCOUNTS . ...\ttt e e e e 10
Investment of Funds . ... .. .. . 11
Additional Covenants ... ...........urrir e e 11
Release of Land . .. ... ... i 13
AMendments . . ... 13
Events and Remedies of Default ... ... ... ... ... . . . . 14
Continuing DISCOSUIE . .. .. v vttt e s 15
Litigation ...t e 16
Tax Treatment . . . .. e 16
Financial AdViSOr .. ... 17
Bond Rating . ... ...t e 17
Concluding Statement . . .. ... ...ttt 17
Demographic and Economic Data ........... ... .. .. ... ... .. .... APPENDIX A
Financial Data .. ... ... .. . APPENDIX B
Continuing Disclosure Agreement ... ........ ... coieieniiivan... APPENDIX C
Form of Bond Counsel Opinion . ....... ... ittt APPENDIX D



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 & 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 of Notes 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' accounts, 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 of Notes 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' records. 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 of Notes 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 of DTC, the Trustee, or the Corporation, subject to any statutory or regulatory requirements as may be 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 of Notes 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
PAYMENTBY DTC 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 of DTC 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 in part on any date beginning February 1, 2005 at par (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 $2.455,000.00
Total Sources $2,455,000.00

Uses:

Deposit to 2003 Note Fund $2,411,475.00

Underwriter's Discount 24,550.00

Deposit to Cost of Issuance Fund $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 Principal Interest Net Debt
June 30 Payment Payment Service
2005 $2,455,000 $46,031 $2,501,031
Totals: $2,455,000 $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;
i) 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 issnance 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 of such 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.
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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 DEED OF TRUST

The following is a summary of certain of the terms and provisions of the Mortgage Deed of Trust 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 of payment 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 immediately 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)

(iti) 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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(d)

©

®
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(h)
@
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(k)

(i)  Federal Home Loan Bank System Senior debt obligation (Consolidated debt

(i)  +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;

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
AAAmM-G; AAA-m; or AA-m and if rated by Moody’s, rated Aal or Aa2;

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;

Certificates of deposit, savings accounts, deposit accounts or money market deposits which
are fully insured by FDIC, including BIF and SAIF;

Investment Agreements, including GIC’, acceptable to MBIA;
Commercial paper rated “Prime-1" by Moody’s and “A-1+" or better by S&P;

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;

Federal funds or bankers acceptances with a maximum term of one 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.

Repurchase agreements that provide for the transfer of securities 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.

(i)  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% 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 104% 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 FHILMC, then the value of collateral must equal 105%.

(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.

()  Pre-refunded municipal bonds rated “Aaa” by Moody’s and “AAA” by S&P. If, however, the
issue is only rated by S&P (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) Payments. 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)

(iii)

(iv)

V)

shall mean all payments paid to or upon the order of the Corporation, including both timely and
delinquent payments with late charges, if any;

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;

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;

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

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 Project. 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 Reports. 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:

6] 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 of notes
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

(i)  to grantto 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 of Default. 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%) 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;

(¢) 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 of more 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 15¢2-12, 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)  principal and interest payment delinquencies;

(b) non-payment related defaults

(¢)  unscheduled draws on debt service reserves reflecting financial difficulties
(d)  unscheduled draws on credit enhancements reflecting financing difficulties;
(e)  substitution of credit or liquidity providers, or their failure to perform;

() modifications to right of the Noteholders

(h)  bond calls;

(i)  defeasance;
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()  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 of Note 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 of Note Sale,” “Official
Bid Form,” and “Official Terms and Conditions of Note 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 Thompson
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 of 25,142 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 of Prestonsburg, 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.
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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 of Revenue,
Frankfort, Kentucky:

Tax Year Assessment - January 1

Description 1999 2000 2001 2002 2003
Real Estate $776,286,587 $743,685,618 $824,447,135 $871,406,119  $884,365,843
Tangible Property 198,768,381 210,626,463 215,131,602 221,617,413 203,807,909
Motor Vehicle 172,113,479 189,582,138 191,800,425 191,311,667 198,471,198
Watercraft 4,722,175 4,908,206 5,310,736 5,380,349 5,401,206
Totals: $1,151,890,622 $1,148,802,425 $1,236,689,898 $1,289,715,548 $1,292,046,156
% Increase (Decrease) -— -0.27% 7.65% 4.29% 0.01%
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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:

Real Tangible Total R.E % of
Rank Tax Payer Property Property & Tangible Assessments

1 Columbia Natural Resources $9,851,759  $9,851,759 0.76%
2 USSC Inc. $9,540,000 9,540,000 0.74%
3 Glimcher 6,624,000 6,624,000 0.51%
4 Big Sandy Wholesale 3,900,000 1,968,486 5,868,486 0.46%
5 R&S/ Godwin 5,500,000 5,500,000 0.43%
6 Whayne Supply 5,346,898 5,346,898 0.41%
7 Knott Floyd 319,700 2,318,713 2,638,413 0.20%
8 NRS Ventures 4,092,000 4,092,000 0.32%
9 Worldwide Equipment 1,483,000 1,061,473 2,544,473 0.20%
10 Walmart 4,009,639 4,009,639 0.31%

LABOR MARKET STATISTICS

The Prestonsburg Labor Market Area includes Floyd County and the adjoining Kentucky counties of Johnson,
Knott, Lawrence, Letcher, Magoffin, Martin, and Pike.

Population

Estimate Year

Description 1999 2000 2001 2002 2003
Labor Market Area 224,528 219,027 217,916 217,719 217,621
Floyd County 43,266 42,441 42,350 42.226 42,272
Prestonsburg 3,758 3,612 3,602 3,588 3,677

Source: U.S. Department of Commerce, Bureau of the Census.

Population Projections

Description 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 of Louisville and Kentucky Cabinet for Economic Development.
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Unemployment Statistics

Year Ending December 31--—-—----—-—
Description 1999 2000 2001 2002 2003
County of Floyd
Civilian Labor Force 13,814 13,305 13,195 13,695 14,020
Employment 12,746 12,310 12,353 12,813 12,896
Unemployment 1,068 995 842 882 1,124
Unemployment Rate 7.73% 7.48% 6.38% 6.44% 8.0%
State of Kentucky:
Civilian Labor Force 1,966,574 1,981,868 1,967,572 1,984,983 1,965,011
Employment 1,878,686 1,900,116 1,859,668 1,888,451 1,835,477
Unemployment 87,888 81,752 107,904 96,532 129,534
Unemployment Rate 4.47% 4.12% 5.48% 5.60% 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 Floyd County
Total Enrollment 6,971
Pupil-Teacher Ratio 15.8
Expenditures per Pupil $7,838

Source: Kentucky Department of Education, 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.
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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.

Cumulative
Vocational Location Enrollment
Mayo Technical College Paintsville 359
Martin County ATC Inez 254
Knott County ATC Hindman 474
Pike County ATC Millard 145
Belfry ATC Belfry 194
Morgan County ATC West Liberty 337
Breathitt County ATC Jackson 318
Phelps ATC Phelps 98
Hazard Technical College Hazard 634
Letcher County ATC Whitesburg 327
Leslie County ATC Hyden 490
Carter County Vocational School Olive Hill 116
Rowan Technical College Morehead 468
Lee County ATC Beatyville 289
Ashland Technical College Ashland 659
Boyd Co. High School Vocational School Ashland 481
Russell ATC Russell 111
Floyd County ATC (GARTH) Martin 263

Source: Kentucky Cabinet for Workforce Development,; KY Community and Technical College System,; KY Department of Education.

Colleges and Universities

Enrollment
Institution Location Fall 2001

Prestonsburg Community College Prestonsburg 2,360
Pikeville College Pikeville 1,194
Alice Lloyd College ~ Pippa Passes 565
Hazard Community College, Lees College Campus  Jackson N/A
Hazard Community College Hazard 2,485
Southeast Community College, Whitesburg Campus ~ Whitesburg N/A
Kentucky Christian College Grayson 594
Southeast Community College Cumberland 2,491
Clinch Valley College of the University of Virginia ~ Wise, WV 1,551
Morehead State University Morehead 9,027
Marshall University Huntington, WV 13,164
Ashland Community College Ashland 2,626
Ohio University Southern Ironton, OH 2,368

Source. Kentucky Cabinet for Economic Development.
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FINANCIAL INSTITUTIONS

Total Total
Institution Assets Deposits
First Commonwealth Bank $166,946,000 $123,524,000
First Prestonsburg Bancshares, Inc. $173,451,000 $126,116,000

Source: McFadden American Financial Directory, July - December 2004 Edition 2004 Edition.

EXISTING INDUSTRY
Total
Firm Product Emplovyed
Allen
May Block & Concrete Products Co  Concrete blocks & products 10
Ivel
R&S Goodwin Steel & aluminum fabricaating: dump truck bodies & 119
trailers
Unisign Corp Metal, painted, plastic, electrical & wooden signs 10
Martin
Frasure Manufacturing & Electrical  Electrical coal mining equipment, battery chargers & 5
Services beltline starters
Shirt Gallery Fabric screen printing, embroidery 12
Prestonsburg
Faith Signs & Awnings Co/Action  Vinyl, plastic, painted, metal & magnetic signs; fabric 21
Outdoor awnings
Floyd County Newspapers Inc Newspaper & shopping guide publishing & offset printing 48
Jim C Hamer Co Sawmill 27
Logan Corp Metals service center: steel cutting, slitting, shearing & 26
drain pipes
Republic Diesel Automotive & truck driveshafts 7

Source: Kentucky Cabinet for Economic Development.

[The remainder of this page is intentionally left blank.]

(A-0)



PROPERTY TAX RATES
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memmmem=TaX Year 1999-—-cecedf emeed Tax Year 2000--——--] -’ Tax Year 2001-—--- ceememm=Tax Year 2002-cc—weee | commene Tax Year 2003-———-

Real Motor Real Motor | Real Motor Real Motor Real Motor

Estate Tangible Vehicle Estate Tangible Vehicle] Estate Tangible Vehicle] Estate Tangible Vehicle | Estate Tangible Vehicle
ICounty-
[Extension Services $0.0120 $0.0134 $0.0110 | $0.0120 $0.0128 $0.0110] $0.0124 $0.0149 $0.0110] $0.0124 $0.0149 $0.0110 §$0.0134 $0.0158 $0.0110
iGeneral $0.1470 $0.1968 $0.1970 | $0.1470 $0.1875 $0.1970] $0.1520 $0.1520 $0.1970] $0.1440 $0.1440 $0.1970 §$0.1450 $0.1525 $0.1970
Health $0.0400 $0.0400 $0.0400 | $0.0400 $0.0400 $0.0400] $0.0400 $0.0400 $0.0400] $0.0400 $0.0400 $0.0400 | $0.0400 $0.0400 $0.0400
Library $0.0280 $0.0430 $0.0223 | $0.0280 $0.0369 $0.0223]1 $0.0300 $0.0445 $0.0223} $0.0310 $0.0448 $0.0223 |$0.0340 $0.0516 $0.0223
Soil Conservation $0.0100 $0.0000 $0.0000 | $0.0100 $0.0000 $0.0000] $0.0100 $0.0000 $0.0000f $0.0100 $0.0000 $0.0000 | $0.0100 $0.0000  $0.0000
[Totals: $0.2370 $0.2932 $0.2703 | $0.2370 $0.2772 $0.2703] $0.2444 $0.2514 $0.2703} $0.2374 $0.2437 $0.2703 | $0.2425 $0.2599 $0.2703
School-
Floyd 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
City-
iAllen $0.2300 $0.2300 $0.0000 | $0.2300 $0.2300  $0.0000
Martin $0.2200 $0.2200 $0.2200 § $0.2200 $0.2200 $0.2200] $0.2200 $0.2200 $0.2200] $0.2200 $0.2200 $0.2200 | $0.2200 $0.2200  $0.2200
Prestonsburg $0.2170 $0.2620 $0.2780 § $0.2170 $0.2620 $0.2780] $0.2120 $0.2810 $0.2780] $0.2170 $0.3080 $0.2780 | $0.2169 $0.3331  $0.2780
'Wayland $0.4900 $0.4900 $0.0000 ]50.4900 $0.4900 $0.0000
[Wheelwright $0.3500 $0.3500 $0.3500 | $0.3500 $0.3500 $0.3500] $0.3500 $0.3500 $0.35008 $0.3500 $0.3500 $0.3500 §$0.3500 $0.3500 $0.3500
Special-
LAllenFire 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
IAuxier Fire $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
Betsy Lane 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
ICow Creek 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
iDavid 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
Garrett 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
[Left Beaver 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
Martin 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
Maytown 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
IMiddle Creek Fire District $0.1000 $0.1000 $0.1000 | $0.1000 $0.1000 $0.1000{ $0.1000 $0.1000 $0.1000f $0.1000 $0.1000 $0.1000 | $0.1000 $0.1000  $0.1000
IMudcreek 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
INorth Floyd Fire $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
[Toler Creek 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
[Wayland 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
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CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the “Agreement”) is made, entered into and effective as of the
1* day of September, 2004, between the County of Floyd, Kentucky, a political 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 aMortgage Deed of Trust 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 & 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 15¢2-12 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 Staternents, to each NRMSIR and the SID.

(b) the County and the Corporation, as the case may be, 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-1)



(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 0of KRS
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 15¢2-12(b)(5)(1)(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:

¢)) 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;

O] 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 15¢2-12(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.
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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.
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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 15¢2-12(b)(5)(1)(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

County Judge/Executive

ATTEST:

Fiscal Court Clerk
FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION
Chairman/President

ATTEST:

Secretary
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APPENDIX D

FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES CORPORATION
FIRST MORTGAGE REVENUE BOND ANTICIPATION RENEWAL
NOTES, SERIES 2004B

Form of Bond Counsel Opinion



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 58.150 and 56.513 of 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").
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(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' rights and by the exercise of judicial 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.
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OFFERING CIRCULAR DATED JUNE 23, 2005

New Issue Moody’s: “Aaa”
Bank Interest Deduction Eligible (XLCA)

In the opinion of Special Counsel, under existing laws, regulations, rulings, and judicial decisions, interest on the Leases received by the Registered Owners
of the Certificates is not includible in gross income of a Registered Owner thereof for federal income tax purposes under the Internal Revenue Code of 1986, as
amended, and is not an item of tax preference for purposes of the alternative minimum tax imposed on individuals and corporations. Furthermore, Special Counsel
is of the opinion that the interest payable with respect to the Certificates is exempt from income taxation and the Certificates are exemp! from ad valorem taxation by
the Commonwealth of Kentucky and any of its political subdivisions. See "TAX TREATMENT" 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, Lessec

Dated: Date of Delivery Due: June 1, as shown below

The Certificates will be initially issucd as a single registered Certificate for each maturity in the name of CEDE & Co., as
registered owner and nominee of The Depository Trust Company ("DTC"), New York, New York. DTC will act as securities depository
for the Certificates. Individual purchases may be made inbook-entry-only form in denominations of $5,000 and integral multiples thereof,
Purchasers will not receive certificates representing their interest in the Certificates purchased. Principal and interest evidenced and
represented by the Certificates will be payable by wire transfer to DTC which in turn will remit such principal and interest 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 1, 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 cach Lessee and described in APPENDIX A hereto. The Certificates arc 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 | and June 1, beginning December 1, 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 1, 2008, Priced at Par - CUSIP 49119FQQ7
$105,000 3.30% Term Certificates due June 1, 2010, Priced at Par - CUSIP 49119FQRS
$110,000 3.50% Term Certificates due June 1, 2012, Priced at Par - CUSIP 49119FQS3
$185,000 3.80% Term Certificates due June 1, 2015, Priced at Par -~ CUSIP 49119FQT!
$280,000 4.25% Term Certificates due June 1, 2019, Priced at Par - CUSIP 49119FQU8
$330,000 4.50% Term Certificates due June 1, 2023, Priced at Par - CUSIP 49119FQV6
$285,000 4.60% Term Certificates due June 1, 2026, Priced at Par - CUSIP 491 19FQW4
$1,150,000 4.70% Term Certificates due June 1, 2035, Priced at Par - CUSIP 49119FQX2

Payment of the principal and interest on the Certificates when due is insurcd by a financial guaranty insurance policy
to be issued by XL Capital Assurance, Inc. simultancously with the delivery of the Obligations

L CAPITAL ASSURANCE

The Certificates are subject to optional redemption prior to their stated maturity as described herein.

The Certificates are offered upon the approval of legality by Cox, Bowling & Johnson PLLC, Lexington, Kentucky. The
Financing Trust deems this Qffering Circular to be final for purposes of Securities and Exchange Commission Rule 15¢2-12(b)(1).
Delivery of the Certificates will be made against payment therefor in the offices of 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 offering made hereby and, if
given 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
LEVELABOVETHAT WHICHMIGHTOTHERWISEPREVAIL INTHE OPENMARKET. 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 AUTHORITIES HAVE
NOT CONFIRMED THE ACCURACY OR DETERMINED THE 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
1,2001 (the "Indenture") between Bank of New York Trust Company, as Trustee (the "Trustee”) and the Kentucky Area
Decvelopment Districts Financing Trust (the "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.".

The Certificates are sccured by an assignment by the Financing Trust, as Lessor, to the Trustee, of its right, title
and interest in and to leases (the "Leases") with the County of Floyd as lessee (the "Lessee"). The Lease is a General
Obligation Leasc 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
Lessec 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 butis not guaranteed as to accuracy or completeness, and
is not to be construed as a representation by the Financing Trust or Ross, Sinclaire & 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 1, 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 Trust 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 pursuantto 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 the
Financing Trust are to be used exclusively for the purposes sct forth in the Compact, and no part of the net carnings may
inure to the 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 ofthe Financing Trustare 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. Officers, except the
office of President, do not have to be members of the Board.

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 1 and June 1 cach year, beginning December I, 2005 at the rate set forth on the cover page to this Offering
Circular. The Certificates will mature on June 1 of each year, beginning June 1, 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
multiples 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, cach in the aggregate principal amount
of such maturity, and will be deposited with DTC.

DTC isalimited-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 Sccurities Exchange Act of 1934. DTC holds securities that its participants ("Direct
Participants")deposit with DTC. DTC also facilitates the settlementamong Direct Participants of securities transactions,
such as transfers and pledges, in deposited securities through electronic computerized book-entry changes in Direct
Participants' accounts, thercby 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 orindirectly ("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' records. 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 bencficial 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 fo
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 (identificd in a listing attached to the Omnibus Proxy).

Redemption proceeds and distributions on the Certificates will be made to CEDE & Co., or such other nomince
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
bearer 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 tendered 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: (1) the Certificates; (2) the accuracy of any records maintained by DTC or any Direct
Participant or Indirect Participant; (3) the payment by DTC 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 Certificates; (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 holder.

Beneficial Owners may be charged a sum sufficientto 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 doesnot give any assurances that DTC, Direct Participants, Indirect Participants
or others will distribute payments of debt service on the Certificates made to DTC orits nominee as the registered owner,
or any 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.

The 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

The Certificates maturing on or after June [, 2016 are subject to optional redemption in whole or in part, on
any dated beginning June 1, 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 redecmed, plus accrued interest to the

redemption date, on the dates, in the years an in the principal amounts as follows:

Maturing June 1, 2008

Date Amount
June 1, 2006 $55,000
June 1, 2007 $50,000
June 1, 2008* $50,000

Maturing June 1, 2015

Date Amount
June 1, 2013 $60,000
June 1, 2014 $60,000
June 1, 2015% $65,000

Maturing June 1, 2026

Date Amount
June 1, 2024 $90,000
June 1, 2025 $95,000
Junc 1, 2026* $100,000

Maturing June 1, 2010

Date Amount
June 1, 2009 $50,000
June 1, 2010* $55,000

Maturing June 1, 2019

Date Amount
June 1, 2016 $65,000
June 1, 2017 $70,000
June 1,2018 $70,000

Junc 1,2019* $75,000

Date
June 1, 2027
June 1, 2028
June 1, 2029
June 1, 2030

June 1, 2031

Matu

Amount

$105,000
$110,000
115,000
$120,000

$125,000

Maturing June 1, 2012

Date Amount
June 1, 2011 $55,000
June 1,2012* $55,000

Maturing June 1, 2023

Date Amount
June 1, 2020 $75,000
June 1, 2021 $80,000
June 1, 2022 £85,000
June 1, 2023* $90,000

ring June 1, 2035
Date Amount
June 1, 2032 $135,000
June 1, 2033 $140,000
June 1, 2034 $145,000
June 1, 2035* $155,000



THE LESSEES AND PROJECTS

The Lessec and their Project is described in Appendix A hereto.

SOURCES & USES OF FUNDS

Sources:
Par Amount of Certificates $2.600,000.00
Total Sources of Funds: $2,600,000.00
Uses:

Deposits to Lessee's Acquisition Fund $2,451,885.45
Deposit to COl Account $13,800.00
Bond Insurance Premium $82,314.55
Underwriter’s Discount $52.,000.00

Total Uses of Funds: $2,600,000.00

SECURITY AND SOURCES OF PAYMENT
The Leases

The Leasc is a General Obligation Lease as described under the heading "SUMMARY OF
PRINCIPAL DOCUMENTS - The Leases." The source of payment under each form of Leasce is described
under such heading. The form of Lease applicable to cach Lessee is identificd in APPENDIX A in the
description contained in APPENDIX A relating to that Lessee.

The County of Floyd, Kentucky plans to use the proceeds of the Series 2005 K Certificates for
the purposc of paying off the Floyd County, Kentucky Public Propertics Corporation First Mortgage
Revenue Bond Anticipation Renewal Notes, Series 2004,, maturing on June 30, 2005, The purposc of the
prior BANS was to fund water line expansions in the Southern part of the County.

The Certificates

The Certificates arc being issued pursuant to the Indenture and represent the proportionate interests
ofthe holders in the right to receive principal components and interest components of Lease Rental Payments
under the Leases without distinction as to the relationship of any particular Lease to any particular
Certificate. Under the Indenture, a Secries Trust Estate is created upon the issuance of cach scries of
certificates and the interest of cach holder of certificates is limited to the Leases which are a part of that
Scries Trust Estate. A Series Trust Estate consists of all right, title and interest of the Financing Trust in and
to (1) the Leases identified in the Certificate of Issuance as being a part of such Scries Trust Estate, (ii) the
Lcase Rental Payments due under such Leasces, (1ii) the Collateral Documents related thereto, if any, (iv) all
moneys and sccurities, including carnings thercon, held in the Funds and Accounts created herecunder for
such Serics Trust Estate other than in any Rebate Fund and (v) all property, rights and assets of any kind and



nature that arc pledged, assigned or transferred as and for security under a Series Trust Estate by the
Financing Trust or by anyone on its behalf or with its written consent.

Neither the Leases or any of the Certificates are secured by any credit facility. The obligation of
cach Lessee to holders of Certificates is a several and not a joint obligation and is strictly limited to such
Lessec's obligations under its Lease and the allocable share thercof represented by the Certificates. Payment
by a Lessce of its obligation under its Lease fully discharges the obligations of such Lessee to the owners
of the Certificates.

SUMMARY OF PRINCIPAL DOCUMENTS

The following is a brief summary of certain provisions of the Indenture and the Lease. The
description of the Indenture and the Lease contained in this Official Statement does not purport to be
comprehensive or definitive. All references hercin to the Indenture and the Lease are qualified in their
entirety by reference to such documents, copies of which are available for review prior to the issuance and
delivery of the Bonds at the offices of the Financing Trust and thereafter at the offices of the Trustee.

Definitions
"Act" means KRS 65.210 through 65.300 and KRS 65.940 through 65.956.
"Additional Rentals" means the payments defined as such in the Lease.

"Bond Counsel" means any firm of nationally recognized bond counscl familiar with the
{ransactions contemplated under the Indenture, appointed by the Financing Trust and acceptable to the
Trustee.

"Certificate of Issuance” means the Certificate of Issuance, substantially in the form of sct forth
in the Indenture to be delivered at or prior to the Closing for ecach Series of Certificates.

“Certificate Payment Date” means the date on which payment of principal and/or interest on any
Certificate is due.

"Business Day" means any day other than (i) a day on which banking institutions in New York,
New York or the cities in which the Trustee or the Paying Agent have their respective principal offices are
authorized to close or (ii) a day on which the New York Stock Exchange is closed.

"Closing" means a closing at which a Leasc and any Collateral Documents relating thereto are
executed and delivered by a Lessee and the Correlative Certificates are delivered.

"Codc" means the Internal Revenue Code 0f 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, cscrow agreement, guaranty, security
agreement, pledge agreement, title insurance policy or other document (other than the Indenture or a Lease)
sccuring a Lease or granting a licn on or a security interest in a Project or executed in conncction with a
Leasc.



"Correlative Certificates” means Certificates which are sccured by the same Series Trust Estate
created upon the Closing of Correlative Leases.

"Correlative Leases" means Leases which are related to a Series Trust Estate created upon the
Closing of such Lecases and delivery of Correlative Certificates.

"Costs" mcans procceds used with respect to a Project to pay all or any part of the cost of
construction, installation and acquisition of all land, buildings, structures, machinery and equipment; finance
charges; cxlensions, enlargements, additions, replacements, renovations and improvements; cngineering,
financial and legal services; plans, specifications, studies, surveys, estimates of cost of revenue,
administrative expenses, cxpenses necessary or incidental to determining the feasibility or practicability of
constructing a Project; and such other expenses as the Financing Trust determines may be necessary or
incidental to the construction, installation and acquisition of a Project, the financing of such construction,
installation and acquisition, interest during construction, installation or acquisition and the placing of the
Project in service.

"DTC" means The Depository Trust Company, New York, New York, whose nominee is Cede &
Co., and 11s successors and assigns.

"Debt Service Fund" means the trust fund by that name cstablished pursuant to the Indenture,

"Event of Default" means in reference to the Indenture, any occurrence or event specified as such
in Scction 9.01 of the Indenture and in reference to a Lease, an occurrence or event described as such in the
Lease.

"Expense Fund” means the trust fund by that name established pursuant to the Indenture.

"Fiduciary Fees" means the contractual fees and expenses (including reasonable attorney's fees)
of (1) the Trustee and the Paying Agent including any amounts duc to the Trustee or the Paying Agent (ii)
the Registrar and (i11) the Program Administrator,

"Financing Trust" means the Kentucky Area Development Districts Financing Trust, a trust created
and cxisting under the laws of the State, and its successors and assigns (it being understood that upon the
appointment of a successor Program Administrator, such successor Program Administrator will perform the

duties and obligations of the Financing Trust under the Indenture and the Leases).

"Fiscal Year" means the period from and including July 1 through and including the following June
30.

"Fitch" means Fitch IBCA, Inc.
"Funds" and "Accounts” means the funds and accounts created pursuant to the Indenture.

"Government Obligations" means direct obligations of, or obligations the principal of and interest
on which are fully and unconditionally guaranteed by, the United States of America.

"Indenture” means the Trust Indenture dated as of August 1, 2001 between the Trustee and the
Financing Trust, as amended or supplemented from time to time in accordance with the provisions thereof.

"Interest Payment Date"” means the Interest Payment Dates identified in the Certificate of Issuance



for cach Series of Certificales. In any case, if any such Interest Payment Date shall not occur on a Business
Day, the Interest Payment Date shall be the next succeeding day which is a Business Day. The final Interest
Payment Date shall be the maturity date or carlier date of redemption or acceleration of the Certificates.

"Interest Rate" means the rate of interest borne by the Certificate or Certificates identified in the
reference thereto, as of the time referred to, which shall be set forth in the Certificate of Issuance for cach
Series of Certificates.

"Investment Securities” means:

(a) obligations of the United States and of its agencies and instrumentalitics, including
obligations subject to repurchasc agreements, provided that delivery of thesc obligations subject to
repurchasc 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 Kentucky that have a rating from S&P at the time of purchase that is at
least equal to the rating on the Certificates;

(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:

(1) United States Treasury;

(11) Export-Import Bank of the United States;

(ii1) Farmers Home Administration,

(iv) Government National Mortgage Corporation; and
(v) Merchant Marine bonds;

(c) obligations of any corporation of the United States government, including but not limited

to:
(1) Federal Home Loan Mortgage Corporation;
(i1) Federal Farm Credit Banks;
(111) Bank for Cooperatives;
(iv) Federal Intermediate Credit Banks;
(v) Federal Land Banks;
(vi) Federal Home Loan Banks;

(vii) Federal National Mortgage Association; and
(vii)  Tennessce Valley Authority;

(d) certificates of deposit 1ssued by or other interest-bearing accounts of any bank or savings
and loan institution, which are insured by the Federal Deposit Insurance Corporation or similar entity or that
have a rating from a Rating Service at the time of purchasc that is at least equal to the rating on the
Certificates and which arc collateralized, to the extent uninsured, by the following:

(1) bonds, notes, or other obligations of or guaranteed by the United States, or those
for which the credit of the United States is pledged for the payment of the principal and interest thereof, and
any bonds, notes, dcbentures or any other obligations or securitics issued or guaranteed by any federal
governmental agency, presently or in the future established by an Act of Congress, as amended or
supplemented from time to time;

(i1) obligations of thc Commonwealth of Kentucky including revenue bonds issued by



its statutory authorities, commissions or agencies which have a rating by a Rating Service of equal to or
better as the Rating on the Certificates at the time of purchase.

(111) 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 the payment of principal and interest on which the full faith and credit of the
issuing body is pledged which have a rating by a Rating Service of equal to or better as the Rating on the
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 better as the Rating on the
Certificates al the time of purchase;

(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
clementary and secondary education which have a rating by a Rating Service of cqual to or better as the
Certificates at the time of purchase; or

(vii) surety bonds issucd by surcties rated in one of the three highest categories by a
nationally recognized agency;

(¢) shares of money market mutual funds, which are rated at least "A" at the time of purchase
by Moody's, "A" by Fitch, or "Am" by S&P, and of which will have the following characteristics:

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

(i1) the management company of the investment company must have been in operation
for at least five (5) years; and

(iii) all of the sccurities in the mutual fund must be investments described in (a) - (d)
above; and

(f)  the Kentucky Cooperative Liquid Assets Sccuritics System Investment Program.
"Lease" means a lease agreement between the Financing Trust and any Lessee, under which the
Lessee becomes a Participant in the Program and a Project is leased to a Lessec, which must be substantially

in the form set forth in the Indenture.

“Lease Rental Payments” means payments {o be made by a Lessec as sct forth on Exhibit B to cach
Lease, as said Exhibit B may be amended from time to time as provided the Lease.

"Lease Term" means the term of the Lease as provided in scctions 5 and 6 of the Lease.

"Lessee” means a "public agency”, as defined in the Act, which becomes a Participant in the Program by
entering into a Lease with the Financing Trust.



"Lessee Acquisition Accounts” means the accounts by that name created for cach Lessee within
the Project Fund created pursuant to the Indenture.

"Lessor" means Kentucky Arca Development Districts Funding Trust, acting as lessor under the
Lease, or any successor thereto acting as lessor under the Lease.

"Mail" means mail by first-class postage.

"Moody's" means Moody's Investors Scrvice, a corporation organized and existing under the laws
of the State of Delaware, its successors and their assigns, and, if such corporation for any reason no longer
fa 1

performs the functions of a securities rating agency, "Moody's" will be deemed to refer to any other
nationally recognized rating agency designated by the Financing Trust.

"Optional Prepayment Price” means the amount determined by the Program Administrator 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 duc or past due Leasc Rental Payments together with
interest on such past duc Lease Rental Payments to the date of such prepayment in full; (b) the unpaid
accrued interest on the outstanding principal component of the Lease Rental Payments to the next date on
which the Correlative Certificates can be redeemed; (¢) an amount of cash or non-callable Government
Obligations which, together with the interest income thercon (as certified by the Program Administrator,
Bond Counsel or other entity satisfactory to the Trustee, will be sufficient to pay Lease Rental Payments,
which would have been duc 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; plus (d) an amount equal to the
premium, if any, payable on any Certificates to be redecemed on account of the payment of such Optional
Prepayment Price.

"Qutstanding” means, as of any given date, with respect to a Series of Certificates and the related
Series Trust Estate, all of the Certificates of that Series which have been authenticated and delivered by the

Registrar under the Indenture, cxcept:

(a)  Certificates canceled at or prior to such date or delivered to or acquired by the Registrar on
or prior to such date for cancellation;

(b)  Certificales deemed to be paid in accordance with the Indenture; and
(¢)  Certificates in licu of which other Certificates have been authenticated under the Indenture.

"Owner" or "Owners" means the person or persons in whose name any Certificate is registered on
the books of the Financing Trust maintained by the Registrar.

“Participant" means any Lessce under the Program.

"Paying Agent" means Bank of New York Trust Company, Cincinnati, Ohio, or any successor
paying agent appointed pursuant {o the Indenture.

"Prepayment Fund” means the Fund by that name created pursuant to the Indenture.

"Program” mcans the program created by the Indenture pursuant to which Projects of the Lessees
will be financed or refinanced from the proceeds of the Certificates and will be leased to Lessces pursuant
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to Leases.

“Program Administration Agreement" means the Program Administration Agreement of even dale
herewith between the Financing Trust and the Program Administrator identified therein.

"Program Administrator” means Ross, Sinclaire & Associates, Inc. or any entity as may be
appointed by the Financing Trust or a successor Program Administrator appointed in accordance with the
Indenture, that is administering the Program and performing the duties and obligations of Program
Administrator under the Indenture.

"Project" means property the Costs of which are financed or refinanced, or the Costs of which are
reimbursed, as a result of a Lease and which is described in Exhibit A to such Lease.

"Project Fund" means the Fund by that name created pursuant to the Indenture.
"Rating Services" means Fitch, Moody's or S&P.
"Rebate Fund” shall mean the fund by that name cstablished pursuant to the Indenture.

"Redemption Date" means the date upon which Certificates are to be called for redemption
pursuant to the Indenture.

"Redemption Fund" means the fund by that name established pursuant to the Indenture.

"Redemption Price" means, with respect to any Certificate, the principal amount thercof plus the
applicable premium, if any, payable upon redemption thereof.

"Registrar” means the Paying Agent or any additional entity appointed by the Financing Trust to
act as registrar for the Certificates.

"S&P" means Standard & Poor's Rating Group, a division of the McGraw Hill Companics, its
successors and their assigns, and, 1f such corporation for any reason no longer performs the function of a
sccuritics rating agency, "S&P" will be deemed to refer to any other nationally recognized securitics rating
agency designated by the Financing Trust.

"Securities Depository” means, initially, DTC, and thercafier any other sccurities depository
designated by the Financing Trust with the consent of the Financing Trust to maintain a book-entry-only
system with respect to the Certificates.

"Series" means a series of Certificates which are secured by a Series Trust Estate created pursuant
to the Indenture.

"Series Trust Estate" means, all right, title and interest of the Financing Trust in and to (i) the
Leases identified in the Certificale of Issuance as being a part of such Series Trust Estate, (ii) the Leasc
Rental Payments duc under such Leases, (iii) the Collateral Documents related thereto, if any, (iv) all moneys
and securities, including earnings thercon, held in the Funds and Accounts created hercunder for such Series
Trust Estate other than in any Rebate Fund and (v) all property, rights and asscts of any kind and naturc that
arc now or hercafier from time to time pledged, assigned or {ransferred as and for security under a Serics
Trust Estate by the Financing Trust or by anyonc on its behalf or with its written consent,
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"State" means the Commonwealth of Kentucky.

The Indenture

General Covenants.

Performance of Covenants by Financing Trust; Authority; Due Execution. The Financing Trust
covenants that it will faithfully perform at all times any and all covenants, undertakings, stipulations and
provisions contained in the Indenture, in any and every Certificate executed, authenticated and delivered by
it under the Indenture and in all of the proceedings pertaining to the Indenture. The Financing Trust
covenants that it is duly authorized under the constitution and laws of the State, including particularly the
Act, to issue the Certificates and to exccute the Indenture and to pledge the property pledged by the Indenture
in the manner and to the extent set forth in the Indenture. The Financing Trust further covenants that all
action on its part for the issuance of the Certificates and the exccution and delivery of the Indenture has been
duly and effectively taken, and that its Certificates in the hands of the Owners thereof are and will be its valid
and cnforceable obligations according to the terms thercof and of the Indenture. (Scction 4.02)

Arbitrage and Tax Covenants. Neither the Financing Trust nor the Financing Trust will take or
permit, or omit to take or causc to be taken, any action that, if taken, permitted, omitted, or causcd,
respectively, would adversely affect the exclusion from federal income taxation of the interest on the
Certificates and, if it should take or permit, or omit to take or cause to be taken, any such action, the
Financing Trust and the Financing Trust will take or causc to be taken all lawful actions within their power
necessary to rescind or correct such actions or omissions promptly upon having knowledge thercof. The
Financing Trust and the Financing Trust acknowledge that the continued cxclusion of interest on the
Certificates from gross income for federal income tax purposes depends, in part, upon compliance with the
arbitrage limitations imposed by Section 148 of the Code. The Financing Trust and the 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 the proceeds of the Certificates or other funds under their
control to be used, dircctly or indirectly, to acquire an asset or obligation, the acquisition of which would
cause the Certificates to be "arbitrage bonds" for purposes of Section 148 of the Code. (Section 5.07)

Creation of Funds. Under the Indenture the Financing Trust creates and establishes, upon issuance
of cach Scrics of Certificates and creation of the related Series Trust Estate, the following Funds to be held
by the Trustec as a part of such Series Trust Estate: (a) a Project Fund and within such Project Fund, Lessce
Acquisition Accounts for cach Correlative Lease; (b) a Debt Service Fund; {(¢) an Expense Fund and within
the Expense Fund a (1) Cost of Issuance Account and (i1) Fees Account; {(d) a Prepayment Fund and within
the Prepayment Fund an account for each Lessee paying the Optional Prepayment Price; and (¢) the Rebate
Fund. The Trustec may also create any additional funds, accounts or subaccounts hercunder which it deems
uscful or necessary in the administration of the Indenture, and the Trustee will create the separate trust fund
for the deposit of amounts described under Section 14 of the Leases and disburse funds therefrom in
accordance with the provisions of such Section. The Trustee may satisfy the requirements in the Indenture
to establish a Fund or Account by the maintenance of records indicating the amounts to be allocated to that
Fund or Account without the necessity of establishing a separate physical account

The proceeds of the Series K Certificates will, upon receipt by the Trustee, be deposited as follows:

(a) In the Cost of Issuance Account of the Expense Fund, an amount designated by the
Financing Trust as costs of issuance; and
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(b) In the Lessee Acquisition Accounts of the Project Fund, the amounts applicable to
cach Corrclative Lease as designated in the Certificate of Issuance. (Scction 5.01)

ProjectFund. Usc of Moneys in Certificate Proceeds Account of Project Fund. In connection with
each Closing, the Trustee will create in the Project Fund a Lessee Acquisition Account for each Correlative
Lcase and, upon the submission by such Lessee of the documents required by and upon the terms and
conditions specified in the Indenture, the Trustee will deposit in such Lessee Acquisition Account an amount
cqual to the proceeds of the Certificates allocable to such Lease. In addition, the Trustee will deposit the
amounts required by such Lessee's Lease to be deposited in such Lessee Acquisition Account.

Use of Moneys in Lessee Acquisition Accounts of Project Fund. Moncys ineach Lessee Acquisition
Account will be disbursed for the purposes set forth in the Lessee's Lease to (1) provide funds with which
the Financing Trust may acquire, install, construct or finance Projects to be leased to the Lessee or (2)
refund, refinance and reimburse the Lessce for outstanding indebtedness incurred or advancements made for
the Costs of Projects, subject to the limitations set forth in the Indenture regarding refunding, refinancing
and reimbursement. So long as the Trustee is not in receipt of notice from the Program Administrator that
an event of default or an event of non-appropriation has occurred under a Lease or that the right of the Lessce
to control acquisition, construction, installation and equipping of a Preject has not otherwise been terminated
pursuant to a Lease, moneys in the related Lessee Acquisition Account will be disbursed by the Trustee to
provide funds to the Lessec under such Lease for the purposes set forth in such Lease. If the Trustee is in
receipt of notice from the Program Administrator that an event of default or an event of non-appropriation
has occurred under a Leasc, moneys in the related Lessee Acquisition Account will be disbursed by the
Trustee only upon the direction of the Program Administrator. Before the Trustee makes a disbursement for
moneys held for Lessec in a Lessee Acquisition Account, the Lessee must provide to the Trustee a request
for disbursement approved by the Financing Trust and the Financing Trust must receive certain
documentation specified in the Indenture. (Section 5.02)

Decbt Service Fund. The Trustee will deposit in the applicable account of the Debt Service Fund the
amounts due under Leases from excess project funds, investment carnings and Lease Rental Payments and
prepayments. Moneys deposited in a Debt Service Fund will be applied by the Trustee to the payment of
interest and principal or Redemption Price due under the Correlative Certificates. Amounts transferred to
a Debt Service Fund from the Cost of Issuance Account shall be a credit against Lease Rental Payments
under Correlative Leases on a pro-rata basis (based on outstanding principal components). (Section 5.03)

Expense Fund. Moneys in the Cost of [ssuance Account of the Expense Fund will be applied to pay
the costs ofissuing the Certificates, upon the submission of requisitions by the Program Administrator stating
the amount to be paid, to whom it is to be paid and the reason for such payment. Any funds remaining the
Cost of Issuance Account of the Expense Fund on the first day of the month that 1s six months from the
Closing for the Correlative Certificates (including the month in which such Certificates were 1ssued) shall
be transferred to the related Debt Service Fund. Moneys in the Fees Account of the Expense Fund will be
applicd first to pay Fiduciary Fees in accordance with the schedule provided to the Trustee by the Program
Administrator. To the extent amounts on deposit in the Fees Account exceed the amount required to pay
Fiduciary Fees, as determined by the Program Administrator, such amounts shall be transferred to the related
Decbt Service Fund. (Section 5.04)

Prepayment Fund. On cach date on which a Lessee deposits with the Trustee the Optional
Prepayment Price for a related Lease, the Trustee will create an account in the Prepayment Fund designated
with the name of the Lessee making such deposit. The Trustee will deposit in such account all payments of
the Optional Prepayment Price made by the Lessce under the related Lease.

13



The principal component and interest component of the Optional Prepayment Price for a Lease will
be transferred to the Debt Service Fund established for that Lease as needed to pay principal of and interest
on the Correlative Certificates to and including their Redemption Date. Other moneys in the Lessce
Prepayment Accounts of the Prepayment Fund will be transferred by the Trustee to the Expense Fund as
payment of other components of Lease Rental Payments under the related Leases as required on and prior
to the Redemption Date for the Correlative Certificates at such times and in such amounts as would otherwise
have been deposited in the Expense Fund had no such prepayment occurred. (Section 5.05)

Rebate Fund. If required with respect to a Lease, the Trustee shall create a fund separate from any
other fund established and maintained hereunder or under any laws governing the creation and use of funds
by the Financing Trust designated as the "Rebate Fund,” which fund shall be held by the Trustee as a trust
fund related to that Lease. There shall be deposited in the Rebate Fund, such amounts as are required to be
deposited therein pursuant to the Tax Compliance Agreement entered into with respect to such Lease (a "Tax
Agreement"). Subject to the transfer provisions provided in the Indenture, all money at any time deposited
in a Rebate Fund shall be held by the Trustee in trust, to the extent required to satisfy the Rebate Amount
(as defined in the Tax Agreement), for payment to the federal government of the United States of America,
and neither the Financing Trust, nor the owner of any Certificates shall have any rights in or ¢laim to such
money. All amounts deposited into or on deposit in a Rebate Fund shall be governed by Article V and by
therelated Tax Agreement. The Trustee shall be deemed conclusively to have complied with such provisions
ifit follows the directions of the Program Administrator including supplying all nceessary information in the
manner provided in the Tax Agreement, and shall have no liability or responsibility to enforce compliance
by the Program Administrator with the terms of the Tax Agrecment.

Notwithstanding any other provision of the Indenture, the obligation to remit the Rebate Amounts
to the United States and to comply with all other requirements of the Indenture and the Tax Agreement shall
survive the defeasance or payment in full of the applicable Correlative Certificates. (Section 5.12)

Lcases. The Trustee will provide funds to the Financing Trust from the applicable Certificale
Proceeds Accounts to finance or refinance or reimburse the Costs of Projects on the terms and conditions
set forth in the Indenture.

Each Lease will provide for Lease Rental Payments over such term and on such schedule (e.g., level
payments of principal) as may be agreed upon by the Lessce and the Program Administrator. Interest
components of Correlative Leases will be no less than the interest payable under the Corrclative Certificates.
Principal Components will be equal to the principal payable under the Correlative Certificates. The amount
of cach Lcasc Rental Payment and the portion of cach Lease Rental Payment constituting principal and
interest, respectively, will be calculated as though each Lease Rental Payment is duc on the first day of the
month following the date on which such Lease Rental Payment is payable, except that at the Closing the
Lessce will prepay the initial Lease Rental Payment,

Each Lease will be funded in anamount established by the Program Administrator (it being expressly
acknowledged and agreed that such amount may represent a discount of the aggregate of the unpaid principal
components of Lease Rental Payments under such Lease.

Each Leasc Rental Payment will be applied first to the interest and principal components of Lease
Rental Payments then duc and payable, then to the components of Lease Rental Payments then duc and
payable other than the intercst and principal components. (Section 5.07)



Program Administration.

Appointment of Program Administrator. The Financing Trust covenants that it will cause the
Financing Trust to at all times act as or retain a Program Administrator to administer the Program and
perform the dutics and obligations of the Program Administrator set forth in the Indenture and in the Program
Administration Agreement. The Program Administrator may perform such dutics and obligations through,
and/or with the assistance of, one or more independent entitics sclected from time to time by the Program
Administrator, identificd to the Financing Trust and the Trustee. The Program Administrator will signify
its acceptance of the duties of Program Administrator by cxecution of the Program Administration
Agreement, which Program Administration Agreement shall be enforceable by the Trustee and inure to the
benefit of the Trustee and the Owners.

General Duties and Obligations of Program Administrator. The Program Administrator shall
perform all duties and obligations of the "Lessor" under cach Lease and cach Collateral Document and all
duties and obligations of "the Financing Trust" under the Indenture (and the Financing Trust has appointed
the Program Administrator as its agent and attorney-in-fact for all such purposcs) and such other duties and
obligations reclating to the Program as are customarily performed or otherwise required in connection with
lease programs similar to the Program.,

Successor Program Administrator. If the Program Administrator shall resign or shall be removed
in accordance with the terms of the Indenture, the Trustee, after consultation with the Lessees to solicit
names of a suitable successor, shall appoint another entity to act as successor Program Administrator or may
itself assume the duties of Program Administrator. Any successor Program Administrator shall signify its
acceptance of the duties and obligations of Program Administrator by a written instrument of acceptance
pursuant to which such successor Program Administrator shall agrec 1o perform and observe all of the duties
and obligations of Program Administrator under the Indenture (such agreement to be enforceable by the
Trustec and to inure to the benefit of the Trustee and the Owners), shall acknowledge receipt of copies of
the Indenture, the Leases and the Collateral Documents and shall specify its address for notices pursuant to
the Indenture, the Leases and the Collateral Documents.

Payment of Costs of Issuance and Fiduciary Fees. Upon issuance and sale of cach Series of
Certificates and delivery of the proceeds of such Certificates in accordance with the Indenture, the Program
Administrator will authorize the Trustee to pay the costs of issuance of such Certificates from the funds on
deposit in Expense Fund. In addition, to the extent required or permitted under the Indenture, the Program
Administrator will requisition funds on deposit in the Expense Fund at such times and in such amounts as
are necessary to cause the Trustee to pay, when due, amounts payable as Fiduciary Fees.

Release of Leases. Upon payment of all sums duc and to become due under a Lease by the Lessee
under such Lease or upon the prepayment of a Lease by the Lessee under such Lease by payment in full of
the Optional Prepayment Price with respect to such Lease, the Program Administrator will cancel and release
such Lease and any related Collateral Documents, convey the Project under such Lease to the Lessee under
such Lease and take any other actions required by the terms of such Lease. Upon receipt by the Program
Administrator of a certificate of the Trustec certifying that the related Series Trust Estate has ccased,
ierminated and become void in accordance with the Indenture, the Program Administrator may, in its
discretion, forgive the remaining Lease Rental Payments not yet due under all of the Leascs and take the
actions described in the next preceding sentence in order to releasc all of the Correlative Leases. (Section
5.08)

Certificates Not Presented for Payment. If any Certificates are not presented for payment when the
principal thercof becomes due, cither at maturity or at the Redemption Date or upon acceleration, if moneys
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sufficient to pay such Certificates are hield by the Paying Agent, the Paying Agent will segregate and hold
such moneys in trust, without liability for inlerest thereon, for the benefit of the Owners of such Certificates
who will, except as provided in the following paragraph, thereafter be restricted exclusively to such fund or
funds for the satisfaction of any claim of whatever nature on their part under the Indenture or relating to said
Certificates. (Section 5.09)

Investment of Funds. Except for moneys held in Lessee Acquisition Accounts, the Trustee will
invest moneys held in the Funds and Accounts at the written direction of the Program Administrator, and in
the abscnce of any written direction the Trustee shall invest all funds in sweep accounts, money-market funds
and similar shor{-term investments, provided that all such investments shall constitute Investment Sccurities.
The Trustee may trade with itself in the purchase and sale of securities for such investment and may charge
its ordinary and customary fees for such trades, including cash sweep account fees. At or prior to the
respective times when any amounts invested by the Trustee in any Fund or Account may be needed for
disbursement, the Trustee will causc a sufficient amount of the Investment Securities held in such Fund or
Account to be sold or otherwise converted into cash at the best price reasonably obtainable to the credit of
such Fund or Account.

Moneys held in Lessee Acquisition Accounts, upon a written election of the applicable Lessee or
the Program Administrator, will be promptly invested and reinvested in Investment Securitics which shall
mature, or be subject to redemption at the option of the holder thereof, not later than the respective dates
when the moneys in such Lessee Acquisition Account are expected to be required for the purposes intended,
but, in no event may such Investment Sccurities for a Lessee Acquisition Account mature, or be subject to
redemption by the holder thereof, on a date later than the date of completion specified in the Leasc with
respect to which such Lessee Acquisition Account was established (and not later than the date set forth in
the applicable Tax Agrcement). In the absence of any writlen direction from the respective Lessee, the
Trustee shall invest all funds in sweep accounts, money-market funds and similar short-term investments,
provided that all such investments shall constitute Investment Sccurities. The Trustee may trade with itself
in the purchasc and sale of securities for such investment and may charge its ordinary and customary fees
for such trades, including cash sweep account fees.

Earnings from the investment of moneys will be credited to the Funds and Accounts pursuant 1o
which such investment was madec.

The Trustce will not be hiable to the Owners for any loss arising from, or any depreciation in the
valuc of, any Investment Sccurities in which moneys in the Funds and Accounts are invested in accordance
with the provisions of the Indenture. (Section 6.01).

Defeasance of Certificates. If the Financing Trust pays or causes to be paid to the Owner of any
Certificate the principal of, premium, if any, and interest due and payable, and thereafier to become due and
payable on such Certificate, or any portion of such Certificate in any integral multiple of the Authorized
Denomination thereof, such Certificate or portion thereof will cease to be entitled to any lien, benefit or
sccurity under the Indenturc. If the Financing Trust pays or causcs to be paid the principal of, premium, if
any, and interest due and payable on all Outstanding Certificates of a Serics, pays or causes o be paid all
other sums payable by the Financing Trust, including all fees, expenses and other amounts payable to the
Trustee, the Paying Agent, the Registrar, the Financing Trust and the Program Administrator, then, and in
that case, the right, title and interest of the Trustee in and to the related Scries Trust Estate will thereupon
cease, terminate and become void; provided that the right, title and interest of the Trustee and the Lessecs
in and to the Lessee Acquisition Accounts and the provisions of the Indenture with respeet thereto will
continue in full force and cffect until moneys therein arc applied as provided in the Indenture.




Any Certificate will be deemed 1o be paid within the meaning of this Article and for all purposcs of
the Indenture when (a) payment of the principal of such Certificate plus interest thercon to the due date
thereof (whether such due date is by reason of maturity or upon redemption as provided in the Indenture)
cither (i) has been made or caused 1o be made in accordance with the terms thereof, or (ii) has been provided
for by irrevocably depositing with the Trustee in trust and irrevocably set aside exclusively for such payment,
(1) 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 insurc the availability of sufficient
moneys (o make such payment and (b) all necessary and proper fees, compensation and expenses of the
Trustee, including reasonable attorneys' fees, the Paying Agent, the Registrar, the Financing Trust and the
Program Administrator pertaining to the Certificates with respect to which such deposit is made have been
paid or the payment thercof provided for to the satisfaction of the Trustee. At such times as a Certificate is
deemed to be paid hereunder, as aforesaid, such Certificate will no longer be secured by or entitled to the
benefits of the Indenture, except for the purposes of any such payment from such moneys or Governmental
Obligations.

Notwithstanding the foregoing paragraph, no deposit under (a)(ii) above will be deemed a payment
of such Certificates as aforesaid until (a) proper notice of redemption of such Certificates has been previously
given, or if said Certificates are not to be redeemed within the next succeeding sixty (60) days, until the
Financing Trust has given the Trustee, in form satisfactory to the Trustec, 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 the Trustee and that said Certificates are deemed to have been paid in accordance with the
Indenture and stating the maturity or redemption date upon which moneys are to be available for the payment
of the principal of said Certificates plus interest thercon to the duc date thereof, or (b) the maturity of such
Certificates. (Section 7.01).

Events of Default. Each of the following cvents will constitute and is referred to in the Indenture 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 the same
becomes due and payable at maturity or upon redemption;

(b) a failure to pay the interest on any Correlative Certificates of a Series after such intercst
becomes due and payable;

(c) a failure by the Financing Trust to observe and perform any covenant, condition, agreement
or provision (other than as described in (a) or (b) above) contained in Corrclative Certificates of a Series or
in the Indenture on the part of the Financing Trust to be observed or performed, or a failure by a Lessce to
observe or perform any covenant, condition, agreement or provision contained ina Correlative Lease for that
Serics of Certificates (other than as described 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 remedied, has been given to the
applicable Lessee by the Financing Trust, the Trustee or the Program Administrator. The Trustee may agree
to an cxtension of such period prior to its expiration.

In no event shall an Event of Default as to one Series of Certificates constitute an Event of Default
in relation 1o any other Series of Certificates. (Section 8.01).

Remedies. Upon the occurrence and continuance of any Event of Default, then and in every such
case the Trustee may, or will, upon the written request of the Owners of not less than 25% of the applicable
Corrclative Certificates, and, in each case, upon receipt of indemnity fo its satisfaction of all costs and
expenses of such action, including attorneys' fees and expenses, in its own name and as the Trustee of an
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express trust:

(a) by mandamus, or other suit, action or proceeding at law or in cquity, enforce all rights of the
Owners (whether with respect to the applicable Series Trust Estate or otherwise) and require the Financing
Trust to carry out any agreements with or for the benefit of the Owners of the applicable Correlative
Certificates and to perform its duties under the 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 be unlawful or in
violation of the rights of the Owners of the applicable Correlative Certificates; or

(d) institute an action, suit or proceeding in equity or at law for the specific performance of any
covenant, condition or agreement contained in the Indenture or, to the extent permissible, in the Correlative
Leasecs or the Collateral Documents; or

(c) apply for the appointment of a trustee, receiver, liquidator or conservator of the applicable
Serics Trust Estate; or

(H pursue such other remedies as the Trustee (on behalf of the Owners) may have at law or in
cquity.

Upon the occurrence of an Event of Default described in Scction 8.01(c), the Trustee shall take any
of the foregoing actions as may be appropriate with respect to the applicable Lease.

In the enforcement of any remedy under the Indenture, the Trustee shall be entitled to sue for,
enforce payment of and receive any and all amounts then or during any default becoming, and at any time
remaining, duc for the payment of the principal or Redemption Price of or interest on, any Certificates or
otherwise under any of the provisions of the Indenturc or such Certificates, with interest on overduc
payments at the rate orrates of interest specified in the applicable Certificates, together with any and all costs
and expenses of collection and of all proceedings hercunder and under the applicable Certificates, without
prejudice to any other right or remedy of the Trustee or the Owners and to recover and enforce any judgment
or decree, but solely as provided in the Indenture and in the applicable Certificates and from the sources and
moncys provided in the Indenture and in the applicable Certificates, for any portion of such amounts
remaining unpaid, with interest, costs and expenses, and to collect in any manner provided by law the moneys
adjudged or decreed to be payable. {Section 9.02).

No Impairment of Right To Enforce Payment. Notwithstanding any other provision in the Indenture,
the right of any Owner to reccive payment of the principal of, premium, if any, and interest payable under
its Certificate, on or after the respective due dates expressed therein, or Lo institute suit for the enforcement
of any such payment on or afler such respective date, will not be impaired or affected without the consent
of such Owner. (Section 8.06).

Application of Moncys. Any moneys and securitics on deposit in or to the credit of any Funds or
Accounts created for a Series of Certificates (other than any Lesscc Acquisition Account created for a
non-defaulting Lessee) and any moneys received by the Trustee or the Paying Agent, by any receiver or by
any Owner pursuant to any right given or action taken under the provisions of this Article, after payment of
the costs and cxpenses of the procecedings resulting in the collection of such moneys and of the expenses
including rcasonable aftorneys' fees, liabilitics and advances incurred or made by the Trustee and the Paying
Agent will be deposited in the related Debt Service Fund and all moneys so deposited in such Debt Service
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Fund during the continuance of an Event of Default (other than moneys for the payment of the principal of
or interest on Correlative Certificates of the applicable Series which had matured or otherwise become
payable prior to such Event of Default) will be applied (i) first, to the payment to the persons entitled thereto
of all installments of interest then duc on the applicable Correlative Certificates, with interest on overduc
installments, in the order of maturity of the installments of such interest and, if the amount available is not
sufficient to pay in full any particular installment of interest, then to the payment ratably, according to the
amounts duc on such installment, and (ii) second, to the payment to the persons entitled thereto of the unpaid
principal of the applicable Correlative Certificates which have become due (other than Certificales called
for redemption for the payment of which money is held pursuant to the provisions of the Indenture) and, if
the amount available is not sufficient 1o pay in full unpaid principal of all the applicable Correlative
Certificates duc on any particular date, then to the payment ratably, according to the amount of principal due
on such date.

Whenever moneys are to be applied pursuant to the provisions of this Section, such moneys will be
applicd at such times as the Trustee determines, having due regard to the amount of such moneys available
forapplication and the likelihood of additional moneys becoming available for such application in the future.
Whenever the Trustee or the Paying Agent applies such funds, it will fix the date upon which such
application is to be made and upon such date interest on the amounts of principal and interest to be paid on
such date will cease to accrue. The Trustee will give notice of the deposit with it of any such moneys and
of the fixing of any such date by Mail to all Owners of applicable Correlative Certificates and will not be
required to make payment to any such Owner until its Certificate is presented to the Trustee for appropriate
endorsement or for cancellation if fully paid. (Section 8.10).

Trustee; Paying Agent.

Limitations on Liability. The Trustee and the Paying Agent may execute any of the trusts or powers
of the Indenture and perform the duties required of them under the Indenture by or through attorneys, agents,
receivers or employees, and are entitled to advice of counsel concerning all matters of trust and their duties
under the Indenture, and the Trustee and the Paying Agent will not be answerable for the default or
misconduct of any such atlorney, agent or employce sclected by them with reasonable care.  Without
limitation, the Trustee is entitled to the benefit of the foregoing sentence with respect to the delegation to
the Paying Agent of any or all of the Trustee's duties under the Indenture, including its duties with respect
to payment of principal of, or interest on, or redemption of, the Certificates, the authentication and delivery
thercot, and the exchange and transfer thereof. The Trustee will not be answerable for the exercise of any
discretion or power under the Indenture or for anything whatsoever in connection with the trust created under
the Indenture, except only for its own gross negligence or willful misconduct. (Section 9.03).

Compensation, Expenses and Advances. The Trustee and the Paying Agent are entitled to reasonable
compensation for their services rendered hereunder (not limited by any provision of law in regard to the
compensation of the trustec of an express trust) and to reimbursement for their actual out-of-pocket expenses
(including reasonable counsel fees and expenses) reasonably incurred in connection therewith except as a
result of their gross negligence or willful misconduct. Each Series Trust Estate shall be subject to a lien in
favor of the Trustec for payment of the foregoing fees and cxpenses, including recasonable attorneys' fees.
The Trustee shall have the right to file a proof of claim in bankruptey for all such fees and expenses,
including reasonable attorneys' fees, and the parties hereto agree and acknowledge that such fees and
expenses are intended o be administrative expenses in the bankruptcy context. The Financing Trust may
contest in good faith the reasonableness of any such fees and expenses. (Section 9.04).

Good Faith Reliance. The Trustee and the Paying Agent are protected and will incur no liability in
acting or proceeding in good faith upon any resolution, notice, telegram, telex or facsimile transmission,
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request, consent, waiver, certificate, statement, 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 the proper
board, body or person or to have been prepared and furnished pursuant to any of the provisions of the
Indenture or the Leases, or upon the written opinion of any atiorney, engincer, accountant or other expert
believed by the Trustee or the Paying Agent, as the case may be, to be qualified in relation to the subject
matter, and the Trustec and the Paying Agent are under no duty to make any investigation or inquiry as 1o
any statements contained or matters referred to in any such instrument, but may accept and rely upon the
same as conclusive evidence of the truth and accuracy of such statements. (Section 9.06).

Dealings in Certificates. The Trustee and the Paying Agent, cach in its individual capacity, may in
good faith buy, sell, own, hold and deal in any of the Certificates, and may join in any action which any
Owner may be entitled to take with like effect as if it did not act in any capacity under the Indenture. The
Trustee or the Paying Agent, cach in its individual capacity, either as principal or agent, may also engage in
or be interested in any financial or other transaction with the Financing Trust, and may act as depositary,
trustee or agent for any commitice or body of Owners secured under the Indenture or other obligations of the
Financing Trust as freely as if it did not act in any capacity under the Indenture. (Section 9.07).

Construction of Indenture. The Trustee may construc any of the provisions of the Indenture insofar
as the same may appear to be ambiguous or inconsistent with any other provision of the Indenture, and any
construction of any such provisions of the Indenture by the Trustee in good faith will be binding upon the
Owners. (Scction 9.08).

Resignation of Trustee. The Trustee may resign and be discharged of the trust created by the
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 before the
date specified in such instrument when such resignation takes effect, and by giving notice of such resignation
by Mail, not less than threc weeks prior to such resignation date, to all Owner of Certificates. Such
resignation will take effect on later of the day specified in such notice or the day a successor Trustee accepts
its duties hereunder, unless previously a successor Trustee has been appointed, in which event such
resignation will take effect immediately upon the appointment of such successor Trustee. (Section 9.09).

Removal of Trustee. The Trustee may be removed at any time by filing with the Trustee so removed,
and with the Financing Trust and the Paying Agent, an instrument or instruments in writing, appointing a
successor, or an instrument or instruments in writing, consenting to the appointment by the Financing Trust
of a successor and accompanied by an instrument of appointment by the Financing Trust of such successor
and exccuted by the Owners of not less than a majority in principal amount of the Certificates Outstanding.
The Trustee shall not be removed until a successor Trustec has been appointed and accepted its duties
hercunder. (Section 9.10).

Appointment of Successor Trustee. In case at any time the Trustee is removed, or is dissolved, or if
its property or affairs are taken under the control of any state or federal 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 Trustee and a successor may be appointed, and if the Trustee resigns, then a successor may be
appointed, in cach case subject to the prior written approval of the Financing Trust or by the Owners of not
less than a majority in principal amount of Certificates Outstanding by an instrument in writing cxccuted by
such Owners and delivered to the Financing Trust and the Paying Agent.

After any appointment by the Financing Trust, it will causc notice of such appointment to be given

to the Paying Agent and, by Mail, to all Owners. Any new Trustee so appointed by the Financing Trust will
immediately and without further act be superseded by a Trustee appointed by the Owners in the manner

20



above provided. (Section 9.11).

Standard of Care. The Trustee will, during the existence of an Event of Default of which the Trustee
has notice as provided, exercisc such of the rights and powers vested in it by the Indenture and use the same
degree of skill and care in their exercise as a prudent person would use and exercisc under the circumstances
in the conduct of his own affairs.

The Trustee, prior to the occurrence of an Event of Default and after the curing of all Events of
Default which may have occurred, will undertake to perform such duties and only such dutics as are
specifically set forth in the Indenture, and no implied duties, covenants or obligations will be read into the
Indenture against the Trustec. (Section 9.16).

Intervention in Litigation of the Financing Trust. The Trustee may intervene on behalfofthe Owners
in any judicial proceeding to which the Financing Trust is a party and which in the opinion of the Trustee
and its counsel has a substantial bearing on the interests of the Owners, and will do so, upon receipt of
indemnity satisfactory to it, at the request of the Owners of not less than a majority in principal amount of
the applicable Correlative Certificates Outstanding. (Section 9.17).

Qualifications of Paying Agent; Resignation; Removal. Each Paying Agent (a) mustbe a commercial
bank 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 Indenture, and (b) must have a
combined capital stock surplus and undivided profits of at lcast $50,000,000 as set forth in its most recent
published annual report of condition or (i1) be controlled directly or indirectly through one or more
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 recent published annual report of condition, have at least $50,000,000 of trust asscts
under management and have a combined capital and surplus of at least $2,000,000 as sct forth in its most
recent published report of condition. The Paying Agent may at any time resign and be discharged of the
dutics and obligations created by the Indenture by giving at least 60 days' notice to the Financing Trust and
the Trustee. Notwithstanding the foregoing, the Paying Agent may not resign or be removed until asuccessor
Paying Agent has been appointed.

If the Paying Agent resigns or is removed, or is dissolved, or if the property or affairs of the Paying
Agentare taken under the control of any state or federal court or administrative body because of bankruptey
or insolvency, or for any other reason, and the Financing Trust has not appointed a successor Paying Agent,
the Trustee will ipso facto be deemed to be the Paying Agent for all purposes of the Indenture until the
appointment of a Paying Agent. (Section 9.19).

Supplemental Indentures.

Supplemental Indentures Without Owner Consent. The Financing Trust, the Financing Trust and
the Trustee may, from time to time and at any time, without the consent of or notice to the Owners, but
subject to terms within the Indenture, enter into Supplemental Indentures as follows:

{(a) to cure any formal defect, omission, inconsistency or ambiguity in the Indenture;

(b) to grant to or confer or imposc upon the Trustee or the Paying Agent for the benefit of the
Owners any additional rights, remedics, powers, authority, sccurity, liabilitics or duties which may lawfully
be granted, conferred or imposed and which are not contrary to or inconsistent with the Indenturc as
theretofore in effect, provided that no such additional liabilities or duties will be imposed upon the Trustee
or the Paying Agent without its prior written consent;
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(c) to add to the covenants and agreements of, and limitations and restrictions upon the
Financing Trust in the Indenture other covenants, agreements, limitations and restrictions to be observed by
the Financing Trust which are not contrary to or inconsistent with the Indenture as theretofore in cffect;

(d) to confirm, as further assurance, any pledge under, and the subjection to any claim, lien or
pledge created or to be created by, the Indenture;

(c) to authorize a different denomination or denominations of the Certificates and to make
correlative amendments and modifications to the Indenture regarding exchangeability of Certificates of
different denominations, redemptions of portions of Certificates of particular denominations and similar
amendments and modifications of a technical nature;

(H) to comply with the requirements of the Trust Indenture Act of 1939, as from time to time
amended;

(g) to sccure or maintain a rating on any Certificates with a Rating Service;

(h) in any manner necessary, in the opinion of Bond Counsel, to preserve the exclusion of

interest payable under the Certificates from the gross income of a recipient thereof for federal income tax
purposcs;

(1) to modify, amend or supplement the Indenture in such manner as to permit the qualification
of the Certificates for deposit with The Depository Trust Company or any similar depository, provided that
any such modification, amendment or supplement is not, in the judgment of the Trusice, materially adverse
to the Owners;

6] 1o modify, alter, amend or supplement the Indenture in any respect which relates to the
administration of the Program and the origination and scrvicing of Leases and the pledge of rights and
remedics thereunder; and

(k) to modify, alter, amend or supplement the Indenture in any other respect which in the
judgment of the Trustee is not materially adverse to the Owners.

Before any Supplemental Indenturcs arce entered into pursuant to this Section, there must be delivered to the
Trustee an opinion of Bond Counsel stating that such Supplemental Indenture is authorized or permitted by
the Indenture and the Act, complies with their respective terms and will not adversely affect the exclusion
from gross income for federal income tax purposes of interest on the Certificates. (Section 11.02)

Supplemental Indentures Requiring Owner Consent. Except for any Supplemental Indenture entered
into in the manner provided above, subject to the terms and provisions contained in the Indenture and not
otherwise, Owners of not less than a majority in aggregate principal amount of the Certificates Outstanding
that arc affected by such Supplemental Indenture will have the right from time to time to consent to and
approve the exccution and delivery by the Financing Trust and the Trustee of any Supplemental Indenture
deemed necessary or desirable by the Financing Trust for the purposes of modifying, altering, amending,
supplementing or rescinding, in any particular, any of the terms or provisions contained in the Indenture;
provided, however, that, unless approved in writing by the Owners of all the Certificates of a Scrics
Outstanding, nothing in the Indenture contained will permit, or be construed as permitting, (i) a change in
the times, amounts or currency of payment of the principal of, premium, if any, or intercst on any
Qutstanding Certificale of that Series, or a reduction in the principal amount or Redemption Price of any such
Certificate, or (ii) the creation of a claim or lien upon, or a pledge of, the related Scries Trust Estate ranking
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prior to or on a parity with the claim, lien or pledge created by the Indenture, or (iii) a preference or priority
of any Certificate or Certificates of that Series over any other Certificate or Certificates of that Serics, or (iv)
areduction in the aggregate principal amount of Certificates the consent of the Owners of which is required
for any such Supplemental Indenture. (Scction 11.03).

Effect of Supplemental Indenture. Upon the execution and delivery of any Supplemental Indenture,
the Indenture will be, and be deemed to be, modified and amended in accordance therewith, and the
respective rights, duties and obligations under the Indenture of the Financing Trust, the Trustee, the Paying
Agent, the Financing Trust and all Owners will thereafter be determined, exercised and enforced under the
Indenture subject in all respects to such modifications and amendments. {Section 11.04).

Consent of Lessees. No Supplemental Indenture which affects any rights, powers, agreements or
obligations of any Lessee under a Lease, or requires a revision of a Lease, will become cffective unless and
until the Lessec affected thereby consents to such Supplemental Indenture. (Section 11.05).

The Leascs

General. The term of each Lease corresponds to the maturity dates of the Certificates and Lease
Rental Payments, both as to the interest component and principal component, correspond to principal and
intcrest payments on the Certificates. Additional Rentals are due under the Leases to pay fiduciary fees
relating to the Program. The Lessce has the option to terminate its Lease by paying Optional Prepayment
Price. Leasc Rental Payments and any Optional Prepayment Price are paid directly to the Trustee.

Each Lease provides that title to the Project will remain with the Lessce. The Lessee is obligated
to complete construction of the Project and amounts will be disbursed from the Lessee's Lessee Acquisition
Account as Costs of the Project become due and payable. The Lessce assumes all risk of loss or damage to
the Project and is required to continue payments under the Lease regardless of any loss or damage. The
Lessec 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 aggregate principal components of Lease
Rental Payments. The Lessee may not create any lien against the Project.

Each Lease is assigned to the Trustee and the Lessee acknowledges that the Leasc is a part of the
Program and that Lecasce Rental Payments will be applied to payments on the Certificates and payments of
costs and cxpenses of the Program.

General Obligation Lease. Under a General Obligation Lease, the obligation of the Lessce is a full
general obligation for the payment of the Lease Rental Payments and the full faith, credit and revenue of the
Lessce is pledged for the prompt payment thereof. During the period of the Lease, there is levied on all
taxable property ofthe Lessee in addition to all other taxes, without limitation as to rate, a dircct tax annually
in an amount sufficient to pay the Lease Rental Payments when and as due; provided, however, that in cach
year to the extent that other taxes of the Lessce arc available for the payment of the Lease Rental Payments
and arc appropriated for such purpose, the amount of such direct tax upon all of the taxable property of the
Lessce shall be reduced by the amount of such other taxes so available and appropriated. Funds derived from
said tax levy are required to be placed in the Sinking Fund of the Lessee and are irrevocably pledged for the
payment of all bonds issued under KRS Chapter 66 and all tax supported leascs.

Upon an Event of Default the Lessor may (i) by appropriate court action, enforce the pledge
described above so that during the remaining Lease Termthere is levied on all taxable property of the Lessce,
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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 Lease Rental Payments when and as due; (i) scll or release the project or any portion
thereof; or (i1) take whatever action at law or in equity may appear necessary or desirable to enforce its rights
and into the Project under the 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 the Certificates received by owners of the Certificates i1s excludible from gross
income for Federal income tax purposes. Spccial Counsel is also of the opinion that interest on the
Certificates received by owners of the Certificates is not a specific item of tax preference under Section 57
of the Internal Revenue Code of 1986 (the "Code") for purposes of the Federal individual or corporate
alternative minimum taxes. Furthermore, Special Counsel is of the opinion that interest on the Certificates
received by owners of the Certificates is exempt from taxation, including personal income taxation, by the
Commonwealth of Kentucky and its political subdivisions.

A draft of the opinion of Special Counsel is set forth in Appendix B, attached hereto.

The Code imposes various resirictions, conditions, and requirements relating to the exclusion from
gross income for Federal income tax purposes of interest on obligations such as the Certificates. The Lessees
have covenanted to comply with certain restrictions designed to ensurc that interest on the Certificates will
not be includable in gross income for Federal income tax purposes. Failure to comply with these covenants
could resull in interest on the Certificates being includable in income for Federal income tax purposes and
such inclusion could be required retroactively to the date of issuance of the Certificates. The opinion of
Special Counsel assumes compliance with these covenants. However, Special Counsel has not undertaken
to determine (or to inform any person) whether any actions taken (or not taken) or events occurring (or not
occurring) after the date of issuance of the Certificates may adversely affect the tax status of the interest on
the Certificates received by owners of the Certificates.

Certain requirements and procedures contained or referred to in the Certificate and Certificale
documents and other relevant 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 the terms and
conditions set forth in such documents. Special Counsel expresses no opinion as to any Certificales or
Certificates or the interest thereon if any such change occurs or action is taken or omitted upon the advice
or approval of counscl other than Cox, Bowling & Johnson PLLC.

Although Special Counsel is of the opinion that interest on the Certificate reccived by owners of the
Certificates will be excludible from gross income for Federal and Kentucky income tax purposcs, the
ownership or disposition of, or the accrual or receipt of interest on, the Certificates received by holders of
the Certificates may otherwisc affect a holder's Federal, state or local tax liabilities. The nature and extent
of these other tax consequences may depend upon the particular tax status of the holder or the holder's other
items of income or deduction. Special Counsel expresses no opinions regarding any tax consequences other
than what is sct forth in its opinion and cach holder or potential holder is urged fo consult with tax counscl
with respect to the cffects of purchasing, holding or disposing the Certificates on the tax liabilitics of the
individual or entity.

For example, although Special Counsel is of the opinion that interest on the Certificates received by

owners of the Certificates will not be a specific item of tax preference for the alternative minimum lax,
corporations arc required to include all tax-exempt interest in determining “adjusted current earnings” under
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Section 56(c) of the Code, which may increase the amount of any alternative minimum tax owed. Receipt
of tax-exempt interest, ownership or disposition of the Certificates may result in other collateral Federal,
statc or local tax consequence for certain taxpayers, including, without limitation, increasing the federal tax
liability of certain foreign corporations subject to the branch profits tax imposed by Section 884 of the Code,
increasing the federal tax lability 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 the federal tax liability of certain individual recipients of Social Security or Railroad
Retirecment benefits under Scction 86 of the Code and limiting the use of the Earned Income Credit under
Section 32 of the Code that might otherwise be available. Ownership of any Certificates may also result in
the limitation of interest 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 statc other than
Kentucky or being subject to tax in a state other than Kentucky, may result in income or other tax liabilitics
being imposed by such states or their political subdivisions based on the interest or other income from the
Certificates received by owners of the Certificates.

The Lessces have designated the Certificates as "qualified tax-exempt obligations" within the
meaning of Scction 265 of the Code.

UNDERWRITING

The Certificates are to be purchased by Ross, Sinclaire & Associates, Inc., Cincinnati, Ohio (the
"Underwriter”) at an aggregate price 0f $2,466,150.30 (representing the principal amount of the Certificates,
less underwriter's discount of $53,849.70). The Underwriter has entered into an agreement with the Financing
Trust which provides that the Underwriter will purchase all of the Certificates if any are purchased, the
obligation to make such purchase being subject to certain terms and conditions set forth in such agrecment,
including the approval of certain legal matters by counsel.

The Underwriter may offer and scll the Certificates to certain dealers and others at a price lower than
the offering price stated on the cover page hercof, The offering price may be changed from time to time by
the Underwriter.

CERTAIN LEGAL MATTERS

At the time of the delivery of the Leases and the Certificates, Cox, Bowling & Johnson PLLC,

Lexington, Kentucky, Special Counsel, will deliver its final approving opinion in the form set forth in

Appendix B. A copy of such approving opinion will be printed on cach Certificate.

Certain legal matiers will be passed upon for the Lessees by their respective counsel and for the
Underwriter by its counsel, Cox, Bowling & Johnson PLLC, Lexington, Kentucky.
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LITIGATION

Each Lessec has certified that there is no litigation pending or, to the knowledge of such Lessee,
threatened to restrain or enjoin the authorization, sale or delivery of its Lease or which would adversely
affect the source of payments under its Lease.

CONTINUING DISCLOSURE

Each Lessee will enter into a written agreement for the benefit of all parties who may become holders
of the Certificates, whercunder cach Lessee will agree to comply with the provisions of the Municipal
Securitics Disclosure Rules sct forth in Securities and Exchange Corporation Rule 15¢2-12, in making
annual financial information available upon request and will notify thosc agencies specified in the Rule in
the event of occurrence of any of the following "material events".

(a) principal and interest payment delinquencies;

(b) non-payment related defaults

(c) unscheduled draws on debt service reserves reflecting financial difficultics
(d) unscheduled draws on credit enhancements reflecting financing difficulties;
{(e) substitution of credit or liquidity providers, or their failure to perform;

(8) modifications to right of the Bondholders

(h) bond calls;

(1) defeasance;

() release, substitution or sale of property sccuring repayment of the Certificates; and/or
(k) rating change.

A Lessee may from time 1o time choose to provide notice of the occurrence of certain other cvents,
in addition to those listed above, if, in the judgement of such Lessee, such other event is material with respect
to the Certificates, but the Lessces do not undertake to commit to provide any such notice of material event
cxcept those events listed above.

DESCRIPTION OF THE INSURER

The following information has been supplied by the Insurer for inclusion in this Official Statement.
No representation is made by Issuer/Underwriter as to the accuracy or compieteness of the information.

The Insurer accepts no responsibility for the accuracy or completeness of this Official Statement or
any other information or disclosurc contained herein, or omitted herefrom, other than with respect to the
accuracy of the information regarding the Insurer and its affiliates set forth under this heading. In addition,
the Insurer makes no representation regarding the Bonds or the advisability of investing in the Bonds.
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General

XL Capital Assurance Inc. (the “Insurer” or “XLCA™) is a monoline financial guaranty insurance
company incorporated under the laws of the State of New York. The Insurer is currently licensed to do
insurance business in, and is subjcct to the insurance regulation and supervision by, all 50 states, the District
of Columbia, Puerto Rico, the U.S. Virgin Islands and Singapore.

The Insureris an indirec{ wholly owned subsidiary of XL Capiial Lid, a Cayman Islands corporation
(“XL Capital Ltd”). Through its subsidiarics, XL Capital Ltd is a lcading provider of insurance and
reinsurance coverages and financial products to industrial, commercial and professional service firms,
insurance companies and other enterpriscs on a worldwide basis. The common stock of XL Capital Ltd is
publicly traded in the United States and listed on the New York Stock Exchange (NYSE: XL). XL Capital
Litd is not obligated to pay the debts of or claims against the Insurer.

The Insurer was formerly known as The London Assurance of America Inc. (“London™), which was
incorporated on July 25, 1991 under the laws of the State of New York. On February 22, 2001, XL
Reinsurance America Inc. ("XL Re") acquired 100% of the stock of London. XL Re merged its former
financial guaranty subsidiary, known as XL Capital Assurance Inc. (formed September 13, 1999) with and
into London, with London as the surviving entity, London immediately changed its name to XL Capital
Assurance Inc. All previous business of London was 100% reinsured to Royal Indemnity Company, the
previous owner at the time of acquisition.

Reinsurance

The Insurer has entered into a facultative quota share reinsurance agreement with XL Financial
Assurance Ltd (“XLFA”), an insurance company organized under the laws of Bermuda, and an affiliate of
the Insurer. Pursuant to this reinsurance agreement, the Insurer expects to cede up to 90% of its business to
XLFA. The Insurer may also cede reinsurance to third parties on a transaction-specific basis, which cessions
may be any or a combination of quota share, first loss or excess of loss. Such reinsurance is used by the
Insurer as a risk management device and to comply with statutory and rating agency requirements and docs
not alter or limit the Insurer's obligations under any financial guaranty insurance policy. With respect to any
transaction insurcd by XLCA, the percentage of risk ceded to XLFA may be less than 90% depending on
certain factors including, without limitation, whether XI.CA has obtained third party reinsurance covering
the risk. Asaresult, there can be no assurance as to the percentage reinsured by XLFA of any given financial
guaranly insurance policy issucd by XLCA, including the Policy.

Based on the audited financials of XLFA, as of December 31, 2004, XLFA had total assets,
liabilitics, redeemable preferred shares and sharcholders’ cquity of $1,173,450,000, $358,655,000,
$39,000,000 and $575,795,000, respectively, determined in accordance with generally accepted accounting
principles in the United States {“US GAAP™). XLFA’s insurance financial strength is rated “Aaa” by
Moody’s and “AAA” by S&P and Fitch Inc. In addition, XLFA has obtained a financial enhancement rating
of “"AAA” from S&P.

The obligations of XLFA to the Insurer under the reinsurance agreement described above arce
unconditionally guarantced by XL Insurance (Bermuda) Ltd ("XL1"), a Bermuda company and onc of the
world's lcading excess commercial insurcrs. XLI is a wholly owned indirect subsidiary of XL Capital Ltd.
In addition to A.M. Best’s rating of “A+" (Negative Outlook), XLI's insurance financial strength rating is
“Aa2” (Outlook Negative) by Moody’s, “AA-" by Standard & Poor’s and “AA™ (Ratings Watch Negative)
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by Fitch. The ratings of XLFA and XLI ar¢ not recommendations to buy, scll or hold securitics, including
the Bonds and are subject to revision or withdrawal at any time by Moody’s, Standard & Poor’s or Fitch,

Notwithstanding the capital support provided to the Insurer described in this section, the Bondholders
will have direct recourse against the Insurer only, and neither XLFA nor XLI will be directly liable to the
Bondholders.

Financial Strength and Financial Enhancement Ratings of XLL.CA

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 oblained a financial enhancement rating of “AAA™
from Standard & Poor’s. These ratings reflect Moody’s, Standard & Poor’s and Fitch's current assessment
ofthe Insurer's creditworthiness and claims-paying ability as well as the reinsurance arrangement with XLFA
described under "Reinsurance” above.

The above ratings arc not recommendations to buy, sell or hold sccuritics, including the Bonds and
arc subject to revision or withdrawal at any time by Moody’s, Standard & Poor’s or Fitch. Any downward
revision or withdrawal of these ratings may have an adverse effect on the market price of the Bonds. The
Insurer does not guaranty the market price of the Bonds nor docs it guaranty that the ratings on the Bonds
will not be revised or withdrawn.

Capitalization of the Insurer

Based on the audited financials of XLCA, as of December 31, 2004, XLCA had total asscts,
liabilities, and sharcholder’s equity of $827,815,000, $593,849,000, and $233,966,000, respectively,
determined in accordance with U.S. GAAP.

Based on the audited statutory financial statements for XLCA as of December 31, 2004 filed with
the State of New York Insurance Department, XLCA has total admitied assets of $341,937,000, total
liabilities of $143,494,000 and total capital and surplus of $198,443,000 dctermined in accordance with
statutory accounting practices prescribed or permitted by insurance regulatory authoritics (“SAP™).

Incorporation by Reference of Financials

For further information concerning XLCA and XLFA, scc the financial statements of XLCA and
XLFA, and the notes thereto, incorporated by reference in this Official Statement. The financial statements
of XLCA and XLFA arc included as ¢xhibits to the periodic reports filed with the Sccurities and Exchange
Commission (the “Commission”) by XL Capital Ltd and may be reviewed at the EDGAR website maintained
by the Commission. All financial statecments of XLCA and XLFA included in, or as exhibits to, documents
filed by XL Capital Ltd pursuant to Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934
on or prior to the date of this Official Statement, or after the date of this Official Statement but prior to
termination of the offering of the Bonds, shall be deemed incorporated by reference in this Official
Statement. Except for the financial statements of XLCA and XLFA, no other information contained in XL
Capital Ltd's reports filed with the Commission is incorporated by reference. Copies of the statutory quarterly
and annual statements filed with the State of New York Insurance Department by XLCA arce available upon
request to the State of New York Insurance Department.
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Regulation of the Insurer

The Insurer is regulated by the Superintendent of Insurance of the State of New York. In addition,
the Insurer is subject to regulation by the insurance laws and regulations of the other jurisdictions in which
it is licensed. As a financial guaranty insurance company licensed in the State of New York, the Insurer is
subject to Article 69 of the New York Insurance Law, which, among other things, limits the business of cach
insurer to financial guaranty insurance and related lines, prescribes minimum standards of solvency,
including minimum capital requircments, establishes contingency, loss and uncarned premium reserve
requirements, requires the maintenance of minimum surplus to policyholders and limits the aggregate amount
of insurance which may be written and the maximum size of any single risk exposure which may be assumed.
The Insurer is also required to file detailed annual financial statements with the New York Insurance
Department and similar supervisory agencics in ecach of the other jurisdictions in which it is licensed.

The extent of state insurance regulation and supervision varies by jurisdiction, but New York and
most other jurisdictions have laws and regulations prescribing permitted investments and governing the
payment of dividends, transactions with affiliates, mergers, consolidations, acquisitions or sales of assets and
incurrence of liabilities for borrowings.

THE FINANCIAL GUARANTY INSURANCE POLICIES ISSUED BY THE INSURER,
INCLUDING THE INSURANCE POLICY, ARE NOT COVERED BY THE
PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE
NEW YORK INSURANCE LAW.

The principal executive offices of the Insurer are located at 1221 Avenue of the Americas, New 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 believed to be reliable, and while not guaranteed as to completeness or accuracy, its believed to
be correct as of its date.

The references, excerpts and summaries of all documents referred to herein do not purport to be
complete statements of the provisions of such documents, and reference is directed to all such documents
for full and complelte statements of all matters of fact relating to the Leascs, the Certificates, the sccurity
for all payment of the Leases and Certificates and the rights and obligations of the holders of the
Certificates. Any statements made in this Offering Circular involving matters of opinion or of estimates,
whether or not expressly stated, are sct forth as such and not as representations of fact, and no
representation is made that any of the estimates will be realized.

This Offering Circular is not to be construed as a contract with the purchascrs of the Certificates.
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APPENDIX A

DESCRIPTION OF LESSEES AND SECURITY FOR LEASES

County of Floyd, Kentucky

The County of Floyd, Kentucky has entered into a General Obligation Lease having aggregate
principal components of Lease Rental Payments of $2,520,000. Sce “SUMMARY OF PRINCIPAL
DOCUMENTS - The Lease — General Obligation Lease.” Proceeds of the lease will be used, along with
additional contributed funds, to payoff certain Floyd County BANS maturing June 30, 2005. The
procceds of the BANS were used to fund water line expansions in the Southern part of the County.
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APPENDIX B
FORM OF SPECIAL COUNSEL OPINION

June 1, 2005

Kentucky Area Development Districts
Financing Trust
Frankfort, Kentucky

Bank of New York Trust Company
Cincinnati, Ohio

Re: $2,520,000 Kentucky Arca Development Districts Financing Trust Lease Acquisition
Program Certificates of Participation, 2005 Scrics K

Ladies and Gentlemen:

We have examined the transcript of proceedings (the "Transeript") relating to the preparation,
exccution and delivery by Kentucky Area Development Districts Financing Trust, a trust created under the
laws of the Commonwealth of Kentucky ("Financing Trust") of Kentucky Area Development Districts
Financing Trust Lease Acquisition Program Certificates of Participation, 2005 Series K (the "Certificates")
evidencing proportionate interests of the owners thercof in principal and interest to be paid by certain local
governmental agencies in the Commonwealth of Kentucky as lessees {the "Lessces") identified in such
Certificates with respect to leases entered into by, the Lessees (the "Leases"). The Certificates are being
prepared, exccuted and delivered pursuant to a Master Trust Indenture between the Financing Trust and Bank
of New York Trust Company, Cincinnati, Ohio, as trustee (the "Trustee") dated as of August 1, 2001 (the
"Indenture"). The documents in the Transcript examined include an executed counterpart of the Leases and
attachments thereto and the Indenture. We have also examined applicable laws, regulations, rulings and
judicial decisions, a specimen Certificate, and such other documents and malcrials as we deem necessary to
render this opinion.

Based on the foregoing, we arc of the opinion, as of the date hereof, as follows:

I. The Certificates and the Indenture constitute valid and legally binding obligations of the
Financing Trust, enforceable in accordance with their respective terms. Payments of principal and interest
on the Leases arc designed to be sufficient, in both time and amount, to pay when due the principal and
interest with respect to the Certificates.

2. The Certificates constitute valid and legally binding obligations of the Financing Trust to

distribute payments on the Leases made by the Lessees pursuant to the Leases to the owners of the
Certificates in accordance with the terms thereof and of the Indenture. The Certificates are
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secured by and are payable solely from the payments on the Leases and moneys held by the Trustee in the
various funds and accounts established by the Indenture for such Lease, which together constitute a Series
Trust Estate, as defined in the Indenture.

3. Under the laws, regulations, rulings and judicial decisions in effect as of the date hereof, the
interest portion of the Lease payments made by the Lessees pursuant to the Leases and received by the
owners of the Certificates, the same being the interest with respect to the Certificates received by the owners
of the Certificales, 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 the Leases, the same being the
interest with respect to the Certificates reccived by the owners of the Certificales, will not be treated as a
specific item of tax preference, under § 57(a)(5) of the Code, in computing the alternative minimum tax for
individuals and corporations. In rendering the opinions in this paragraph, we have assumed continuing
compliance by the Financing Trust and the Lessees with certain covenants designed to mect the requirements
of § 103 ofthe Code. We express no other opinion as o the federal tax consequences of purchasing, holding
or disposing of the Leascs or the Certificates.

4. The Leases related to the Certificates have been designated as "qualified tax-exempt
obligations" pursuant to § 265 of the Code.

5. The interest payable with respect 1o the Certificates 1s exempt from income taxation and the
Certificates arc exempt from ad valorem taxation by the Commonwealth of Kentucky and any of'its political
subdivisions.

Our opinion sct forth above is subject to the qualification that the enforceability of the Indenture and
the Certificates and agreements relating thereto may be limited by bankruptcy, reorganization, moratorium,
insolvency, or other similar laws relating to or affecting the enforcement of creditors' rights, and to the
exercisc of judicial discretion in accordance with gencral equitable principles.

In rendering this opinion, we have relied upon certifications and representations of fact contained
in the Transcript, which we have not independently verified. We have also relied upon the opinions of
counsel o cach Lessee, as to the due authorization, exccution and delivery by, and the binding effect upon
and enforceability against the Lessces of the Leases.

Very truly yours,

COX BOWLING & JOHNSON PLLC
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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

Independent Auditors’ Report

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 Auditing
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 1, 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 Auditing 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
Govermnment Auditing 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 Organizations, 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

o 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

e All Bank Accounts Held In The County’s Name Or Held In A Component Units’ Name
Should Be Reconciled

Respectfully submitted,
777 b5~ 7Z Aafli. FFC
Morgan-Franklin, LL.C

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. Reporting Entity

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 Accounting and Financial Reporting Standards,
as amended by GASB 14, was determined on the basis of the government’s ability to significantly
influence 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) 1s a legally separate entity established
to monitor garbage disposal services in Floyd County. The Fiscal Court appoints 2ll 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 - Floyd County 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’ Report
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FLOYD COUNTY
NOTES TO FINANCIAL STATEMENTS

June 30, 2003
(Continued)

Note 1. Summary of Significant Accounting Policies (Continued)

A. Reporting Entity (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 Accounting

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 Type

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) Special Revenue Fund Type

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 Type

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’ Report



FLOYD COUNTY

NOTES TO FINANCIAL STATEMENTS
June 30, 2003

(Continued)

Note 1. Summary of Significant Accounting Policies (Continued)

B. Fund Accounting (Continued)

4) Capital Projects Fund Type

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

~—

Enterprise Fund Type

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(1), 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 resuiting in net income of $9,967.

C. Basis of Accounting

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 from 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’ Report
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FLOYD COUNTY

NOTES TO FINANCIAL STATEMENTS
June 30, 2003

(Continued)

Note 1. Summary of Significant Accounting Policies (Continued)

D. Legal Compliance — Budget

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 Organizations

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’ Report
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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’ progress in accumulating sufficient assets to pay
benefits when due is present in the Kentucky Retirement Systerns’ annua! 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’ Report
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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 3 100,000
Uncollateralized and uninsured 73,681
Total $ 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 iease 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 Scheduled Scheduled
June 30 Interest Pringipal
2004 $ 1421 $ 8,866
2005 917 9,277
2006 388 9,708
2007 .12 1,661
5 2738 $ 29512

See Accompanying Auditors’ Report
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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 Scheduled Scheduled
June 30 Interest Principal
2004 $ 33,341 $ 29,000
2005 31,756 30,000
2006 30,095 32,000
2007 28,326 34,000
2008 26,472 35,000
2009-2013 101,252 205,000
2014-2018 38,526 266,000

$ 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 Scheduled Scheduled
June 30 Interest Principal

2004 $ 803 $ 24,000

$ 803 $ 24,000

See Accompanying Auditors’ Report
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FLOYD COUNTY

NOTES TO FINANCIAL STATEMENTS
June 30, 2003

(Continued)

Note 4. Capital Lease Agreements (Continued)

D. InMarch 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 Scheduled Scheduted
June 30 Interest Principal

2004 $ 3,609 $ 33,345

2005 2,031 35,004

2006 389 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 $249,000. 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 Scheduled Scheduled
June 30 Interest Principal

2004 $ 10,234 $ 25,000

2005 9,044 25,000

2006 7,854 25,000

2007 6,664 25,000

2008 5474 25,000

2009-2011 8,568 90,000

$ 47,838 $ 215,000

See Accompanying Auditors’ Report
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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 scheduied 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’ Report
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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 Scheduled Scheduled
June 30 Interest Principal
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 Scheduled Scheduled
June 30 Interest Principal
2004 $ 367,415 $ 4,040,000

See Accompanying Auditors’ Report
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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 Scheduled Scheduled
June 30 Interest Principal
2004 $ 345,204 $ 425,000
2005 326,716 445,000
2006 307,359 465,000
2007 287,131 485,000
2008 266,034 510,000
2009-2013 978,429 2,875,000
2014-2018 378,400 2,220,000
2019 19,800 450,000
$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’ Report
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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 Scheduled Scheduled

June 30 Interest Principal
2004 $ 162,193 $ 75,000
2005 157,930 80,000
2008 153,392 85,000
2007 148,580 90,000
2008 143,493 95,000
-2009-2013 631,387 555,000
2014-2018 455,388 735,000
2019-2023 215,757 1,015,000
2024 6,799 245,000
$2,074,919 $2,975,000

See Accompanying Auditors’ Report
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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 Scheduled Scheduled
June 30 Interest Principal
2004 $ 367,680 $ 100,000
2005 362,043 105,000
2006 : 356,130 110,000
2007 349,805 120,000
2008 343,087 125,000
2009-2013 1,595,340 750,000
2014-2018 1,332,638 1,010,000
2019-2023 976,879 1,325,000
2024-2026 315,735 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’ Report
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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 Scheduled Scheduled
June 30 Interest Principal
2004 $ 376,768 $ 240,000
2005 369,418 250,000
20086 361,843 255,000
2007 353,711 265,000
2008 344,936 275,000
2009-2013 1,577,406 1,510,000
2014-2018 1,264,871 1,835,000
2019-2023 811,086 2,280,000
2024-2027 220,519 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 Scheduled Scheduled

June 30 Interest Principal
2004 $ 119,431 $ 65,000
2005 115,673 80,000
2006 111,429 95,000
2007 106,700 100,000
2008 101,608 110,000
2009-2013 411,522 710,000
2014-2018 217,189 905,000
2019-2020 20,976 425,000
$1,204,498 $2,490,000

See Accompanying Auditors’ Report.
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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 Scheduled Scheduled
June 30 Interest Principal
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 & 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’ All Lines Fund (KALF). KALF is a self-insurance fund and was organized to obtain lower
cost coverage for general liability, property damage, public officials’ errors 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’ Report. -
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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% match of estimated project expenditures of federal monies. As
Martin’s non-federal sponsor, Floyd County has agreed to contribute 1% of Martin’s 5% 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 (KARP)

The Kentucky Association of Counties Advance Revenue Program (KARP) 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 KARP 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

KARP funds borrowed and invested July 1, 2002 to July 10, 2002 $ 4,041,800
*KARP funds withdrawn on July 11, 2002 $(1.000,000)
KARP funds borrowed and invested July 11, 2002 to January 2, 2003 $ 3,041,800
Principal Repaid $ 4,041,800
Balance, Ending $ 0
Interest earned at 2.44% $ 38,200
Interest paid at 1.68% 3 34328
Net Interest Received S 3872

* These funds were borrowed from KARP to be used to finance flood related expenditures in
anticipation of Federal Emergency Management Agency Grant Funds.

See Accompanying Auditors’ Report. -
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FLOYD COUNTY

NOTES TO FINANCIAL STATEMENTS
June 30, 2003 :
(Continued)

Note 10. Kentucky Advanced Revenue Program (KARP) (Continued)

Road Fund

KARP funds borrowed and invested $ 106,200

Principal Repaid : (106.,200)
Balance, Ending $ 0

Interest earned at 2.44% $ 1,310

Interest paid at 1.68% (902)
Net Interest Received S 408

‘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 KARP 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’ Report.
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FLOYD COUNTY

NOTES TO FINANCIAL STATEMENTS
June 30, 2003 :
(Continued)

Note 14. New Reporting Standard

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement #34 “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 #34 will have on the financial statements.

’

See Accompanying Auditors’ Report.
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FLOYD COUNTY
COMPARATIVE SCHEDULE OF
BUDGETED TO ACTUAL OPERATING REVENUE

Budgeted Actual Over

Operating Operating (Under)
Budgeted Funds Revenue Revenue Budget
General Fund Typse )
General Fund $ 7,045,309 $ 3,604,343 $ (3,440,966)
Road and Bridge Fund 1,159,080 1,160,614 1,534
Jail Fund 930,000 733,771 (196,229)
Local Government Economic Assistance Fund 5,603,687 3,506,586 (2,097,101}
Special Revenue Fund Type
State Grants Fund 15,000 11,590 (3,410)
Federal Grants Fund 2,350,778 1,009,884 (1,340,894)
E-911 Fund 203,622 213,199 9,577
Revolving Loan Fund 500 128 (372)
Construction Fund - -
Local Govemment Economic Development Fund - -
Floyd County (Martin) Community Center - 1,395 1,395
Capital Projects Fund Type
Bond Anticipation Note Fund 25,000 5,615 (19,485)
Totals $ 17,332,978 $ 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

Total Opertaing Budget Per Comparative Schedule
Of Final Budget and Budgeted Expenditures

The accompanying notes are an integral part of the financial statements.
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2,766,292
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(2,175,830)

$ 18,923,438



Revenue Categories

FLOYD COUNTY
SCHEDULE OF OPERATING REVENUE

For The Fiscal Year Ended June 30, 2003

§

Taxes .

In Lieu Tax Payments
Excess Fees

Licenses and Permits
Intergovernmental Revenues
Charges for Services
Miscellaneous Revenues
Interest Earned

Total Operating Revenue

GOVERNMENTAL FUND TYPES
Totals Special Capital
(Memorandum * General Revenue Projects Debt Service
Only) Fund Type Fund Type Fund Type Fund Type
$ 2,411,084 $ 2,199,488 3 211,596
25,505 25,505
75116 75,116
18,992 18,992
6,534,208 5,513,126 1,021,082
17,773 117,773
1,610,969 1,002,650 1,690 606,629
682,216 52,664 1,828 5515 622,209
$ 11,475,863 $ 9,005,314 $ 1,236,196 § 5515 $ 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 AND BUDGETED EXPENDITURES
EINAL BUDGET AND B PENDITURE:

For the Fiscal Year Ended June 30, 2003

GENERAL FUND TYPE

Under
Final Budgeted {Over)
E£xpenditure Calegories Budget Expenditures Budget
General Government 2,172,705 1,532,850 639,855
Protection to Persons and Property 1,275,000 1,183,144 91,856
General Health and Sanitation 3,803,450 2,201,508 1,601,942
Social Services | 120,000 64,745 55,255
Recreation and Cullure 672,543 523,825 148,718
Roads 2,395,000 2,006,677 388,323
Airports 2,500 - 2,500
Other Transportation Services and Facilities 10,000 - 10,000
Debt Service 73,259 85,231 (11,872)
Capital Projects 1,854,887 580,350 1,374,537
Administration 2,024,094 1,522,772 501,322
Tola! Operating Budge! - General
Fund Types 14,503,438 9,701,402 4,802,336
Other Finanacing Uses:
Transfers to Public Properties
Corporation Bond Fund 961,687 740,847 220,840
Transfers (o Floyd County (Martin} «
Community Center 97.519 46,218 51,301
Capital Lease Agreement - -
Principat on Lease 116,627 111,418 5,208
Kentucky Advanced Revenue Program-
Repayments 1,000,000 1,000,000 -
TOTAL BUDGET - GENERAL
FUND TYPE 16,679,271 11,598,586 5,079,685

SPECIAL REVENUE FUND TYPE

Expenditure Categories.

General Government 20,000 18,322 1,678
Protection {0 Persons and Property 212,813 199,111 13,702
General Heallh and Sanitation 2,172,735 952,822 1,219,913
Sodial Services 40,000 1,445 38,555
Debt Service ) 5,400 5,376 24
Capital Projects 133,500 42,020 91,480
Administration 35,552 6.949 28,603

TOTAL BUDGET - SPECIAL REVENUE
FUND TYPE 2,620,000 1,226,045 1,393,985

CAPITAL PROJECTS FUND TYPE

Expenditure Categories

Capital Projecls 1,700,000 1,160,701 538,289
TOTAL BUDGET - CAPITAL PROJECTS

FUND TYPE 1,700,000 1,160,701 639,299
TOTAL OPERATING BUDGET - ALL FUNDS A $ 18,823,438
TOTOAL BUDGETED EXPENDITURES - ALL FUNDS $ 12,087,848

*** 100,000 difference in LGEA Fund Revenue increased, but it does not appear that expendilures were increased.

The accompanying notes are an integral part of the financial statements,
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FLOYD COUNTY
SCHEDULE OF FLOYD COUNTY (MARTIN)} COMMUNITY CENTER EXPENDITURES

For The Fiscal Year Ended June 30, 2003

. Floyd County

Expenditure ftems (Martin) Community Center
Operating Expenses-

Supplies $ 4,610

Consulting Fees 5,132

Utilities 3,703

Rent 853

Taxes - Payroll 5,975

Subscriptions 759

Travel Expenses 891

Phone Services 6,663

Postage 78

Miscellaneous 1,111 $ 29,775
Personnel Services-

Payroll $ 87,911

Insurance 20,849 108,760
Capital Outlay-

Construction $ 54,231

Bleachers 11,218 65,449
Totals : $ 203,984

The accompanying notes are an integral part of the financial statements,
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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 And On Internal Control
Over Financial Reporting Based On An Audit Of Financial
- Statements Performed In Accordance With Government Auditing Standards

We have audited the financial statements of Floyd 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 Auditing Standards
issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Floyd County’s financial statements are
free 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 Auditing 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 Reporting

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 a mounts t hat w ould be material inrelation to the financial statements 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 o ver 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’ Name 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
" matenal 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 Auditing 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,

777 PGl Frotetes ) FF
Morgan-Franklin, LL.C

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 Compliance In Accordance With OMB Circular A-133

Compliance

We have audited the compliance of Floyd County, Kentucky, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement 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 Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 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 requirements 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 Compliance

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’ Contractors’ Compliance 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,

Plorgan - Fnatl) 77
Morgan-Franklin, LLC

"Audit fieldwork completed -
February 2, 2004
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. FLOYD COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED 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 # 15.252

The threshold for distinguishing Type A and B programs was $300,000.

Floyd County was determined to be a low-risk auditee,

\© 0

B. FINDINGS - FINANCIAL STATEMENTS AUDIT

NONCOMPLIANCES

Reference 2003-1

The County Should Require Depository Institutions To Pledge Or Provide Sufficient Collateral

To Protect 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.
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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/Executive’s Response:
The Treasurer will be receiving cashiers’ checks 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 CONDITIONS

Reference 2003-2

The Treasurer Should Maintain Records For The Public Properties Corporation

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. Without 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 FINDINGS 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 County Should Reguire Component Units To Submit Monthly Financial Reports 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’ financial activities. As the component units’
oversight 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’s 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., it is 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 FINDINGS AND QUESTIONED COSTS
For The Fiscal Year Ended June 30, 2003

(Continued) :

B. FINDINGS ~ FINANCIAL STATEMENTS AUDIT (Continued)

REPORTABLE CONDITIONS (Continued)_

Reference 2003-4

All Baﬁk Accounts Held In The County’s Name Or Held In A Component Units’ Name 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 of funds 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
AUDIT

Reference: 2003-5

The Fiscal Couﬁ Should Have Monitored The John's Branch And Spurlock Creek Waterline
Projects’ Contractors’ Compliance 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 of Labor. 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.

39




FLOYD COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Fiscal Year Ended June 30, 2003

Federal Grantor

Program Title Pass-Through
Grant Nam. FDA # Grantor's Number Expenditures .
Cash Programs:

U.S. Department of Housing and
Urban Devslopment

Passed-Through State Department
for Local Government.

Auxier Sewage Collection
System Project (CFDA #14.228) § 132,358

Wheebwright Emergency Shelter Grant
Program (CFDA #14.231) Not Available 1,450

Passed-Through Kentucky Housing Corporation:

Kentucky Housing and Kentucky Tech
(CFDA #14.239) Not Available 42,020

U.8. Appalachian Regional Commission

Passed-Through State Department
for Local Governement:

Appalachian Regional Commission
Grants-

Aquaponics (CFDA #23.002) 00-A1203 15,677

U.8. Department of the Interior

Passed-Through State Department
of Natural Resources:

Abandoned Mine Land Reclamation
Programs - (CFDA #15.252) GR107210 576,077

U.S. Department of Commerce

Passed-Through National Oceanic and Atmospheric

Administration;
Pride Community Grant CF99-08 through ‘
(CFDA #11.469) CF99-14 228,654 i

U.8. Department of Defense
Passed-Through U.S. Army Corps of Enginesrs:

Law Enforcement Contract
(CFDA # Not Available) Not Available 18,321

U.S. Federal Emergency Management Agency
Passed-Through State Department

of Military Affairs:

Disaster and Emergency

Assistance Grants

May 2002 Fiood Rellef

(CFDA # 83.503) FEMA-1414-DR-KY 219,483

Total Cash Expenditures of Faderal Awards $1,234,040
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FLOYD COUNTY :
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Fiscal Year Ended June 30, 2003

Note 1 - Basis of Presentation

This schedule is presented on a modified cash basis.
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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 y
County Judge/Exectutive

Mo

David Layn
County Treasur
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APPENDIX D
SPECIMEN MUNICIPAL BOND INSURANCE POLICY



ML CAPITAL ASSURANCE

1221 Avenue of the Americas
New York, New York 10020
Telephone: (212) 478-3400

MUNICIPAL BOND
INSURANCE POLICY

ISSUER: Policy Ne:

BONDS: Effective Date:

XL Capital Assurance Inc. (XLCA), a New York stock insurance company, in consideration of the payment of the
premium and subject to the terms of this Policy (which includes each endorsement a ed hereto), hereby agrees unconditionally and

irrevocably to pay to the trustee (the "Trustee”) or the paying agent (the "Paying A as sct forth in the documentation providing
for the issuance of and securing the Bonds) for the benefit of the Owners of t the election of XLCA, to each Owner,
that portion of the principal and interest on the Bonds that shall bec st but shall be unpaid by reason of
Nonpayment.

ay on which such principal and interest

XLCA will pay such amounts to or for the benefit of thd
{ ) XLCA shall have received Notice of

becomes Due for Payment or one (1) Business Day follo

time on such Business Day; otherwise it will be deemnx el { 1sipess Day), butl only upon receipt by XLCA, in a
form reasonably satisfactory to it, of (a) evidencg s : eixe payment of the principal or interest then Due for
Payment and (b) evidence, including any appropfiate inStyukg S that all of the Owner's rights with respect to payment
of such principal or interest that is Due for Bayment(Sha LCA. Upcn such disbursement, XLCA shall become the

shall be fully subrogated to the rights & i ihg 1) vner's right to reccive payments under the Bond, to the extent of
any payment by XLCA hercunde rustec or Paying Agent for the benefit of the Owners shall, to the

within the meaning of aw
recovery if sufficient funds ate oty ¢ available.

The following terms shall-lave the meanings specified for all purposes of this Policy, except to the 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 New York or the Insurer's Fiscal Agent are authorized or required by law or exccutive
order 1o remain closed. "Due for Payment”, when referring to the principal of Bonds, is when the stated maturity date or 2 mandatory
redemption date for the application of a required sinking fund instaliment has been reached and does not refer to any carlier date on
which payment is due by reason of call for redemption (other than by application of required sinking fund installments), acceleration
or other advancement of maturity, unless XLCA shall clect, in its sole discretion, to pay such principal due upon such acceleration;
and, when referring to interest on the Bonds, is when the stated date for payment of interest has been reached. "Nonpayment” means
the failure of the Issuer to have provided sufficient funds to the Trustee or Paying Agent for payment in full of all principal and
interest on the Bonds which arec Due for Payment. "Notice” means telephonic or telecopicd notice, subscquently confirmed in a signed
writing, or written notice by registered or certified mail, from an Owner, the Trustee or the Paying Agent to XLCA which notice shall
specify (a) the person or entity making the claim, (b) the Policy Number, (¢) the claimed amount and (d) the date such claimed amount
became Due for Payment. "Owner" means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled
under the terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any person or entity whose dircct
or indirect obligation constitutes the underlying sccurity for the Bonds.

XLCAP-005 (KY)



XLCA may, by giving written noticc to the Trustee and the Paying Agent, appoml a fiscal agent (the "Insurer's Fiscal Agent")
for purposes of this Policy. From and afler the date of receipt by the Trustee and the Paying Agent of such notice, which shall specity
the name and notice address of the Insurer's Fiscal Agent, (a) copies of all notices réquired to be delivered to XLCA pursuant to this

Premium on this Policy is not refundable for any rea
acccleration payment which at any time may becojn
any risk other than Nonpayment. This Policy se
any other agreement or instrument, including an

THIS POLICY IS NOT CO
ARTICLE 76 OF THE NEW YORK I

NOTICE IS HEREB\
IN RESPECT OF THIS

In witness whiyreof, aused this Policy to be exccuted on its behalf by its duly authorized officers.

SPE SPECIMEN

Name: Name:
Title: Title:

XLCAP-005 (KY) 2
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GENERAL OBLIGATION LEASE AGREEMENT

LEASE AGREEMENT
KENTUCKY AREA DEVELOPMENT DISTRICTS FINANCING TRUST
LESSEE: Floyd County, Kentucky

LESSEE'S ADDRESS: 149 South Central Avenue
Prestonsburg, Kentucky 41653

DATE OF LEASE: June 28, 2005
TERMINATION DATE.: June 28, 2005
CERTIFICATE SERIES: Series 2005IK
This Lease Agreement constitutes a Security Agreement and all right, dtle 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 Lessor.



LEASE AGREEMENT

THIS LEASE AGREEMENT, dated the date shown on the cover page hereof (together
with any amendments hereto made in accordance herewith, this “lease”), is entered into by and
between the Kentucky Area Development Districts Financing Trust (the “Lessor”), as the lessor
hereunder, a trust duly created and existing under the laws of the Commonwealth of Kentucky (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 consttution, 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. seq. 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 has previously determined, and hereby further determines,
that the Lessee 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;

WHEREAS, 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

WHEREAS, the Lessor desires to lease the Project to the Lessee, and the Lessee desires to
lease the Project from the Lessor, pursuant to the terms and conditions and for the purposes set
forth herein;

NOW, THEREFORE, for and in consideration of the mutual promises and covenants
herein contained, the parties hereto agree as follows:

Section 1. Definitions. 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 Iease unless otherwise
indicated.

“Additional Rentals” means the aggregate of (i) any expenses (including attorneys’ fees and
expenses) of the Lessor 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 Lease 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 or 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 Lease and/or any Collateral Documents relating to



this Lease; and (iii) the Lessee's Proportionate Share of any Administratve Expenses and Fiduciary
Fees to the extent the same are not included in and paid as Base Rentals.

“Administrative Expenses” means the fees and expenses of the Lessor in administering the
Program.

“Base Rentals” means the payments payable by the Lessee which constitute the principal
component and interest component of Lease Rental Payments hereunder and other amounts set

forth in Exhibit “A”.

“Certificates” means the Kentucky Area Development Districts Financing Trust Lease
1KY pm g
Acquisition Program Certificates of Participation related to this Lease.
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“Code” means the Internal Revenue Code of 19806, 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 constructon,
mnstallation and acquisition of all land, buildings, structures, machinery and equipment; finance
charges; extensions, enlargements, additons, 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 determining the feasibility 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 constructon, installation and acquisition, interest during construction, Installation or
acquisition and the placing of the Project in service.

“Fiduciary Fees” means the contractual fees and expenses (including reasonable attorney’s
fees) of (1) the Trustee and the Paying Agent, (ii) the Registrar, (Hi) the Program Administrator in
connection with enforcing any Lease, 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 relating to the
Certficates.

“Lease” means this Lease Agreement and any amendments or supplements hereto entered
into 1n accordance with the provisions hereof, including the Exhibits attached hereto.

“Lessee Acquisition 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 consttute the
payments payable by the Lessee for and in consideration of the rght to use and the opton to

o



purchase the Project.

“Lease Term” means the term of this Lease as determined pursuant to Sections 5 and 6
hereof.

“Lessee” means the Lessce identified on the cover page hereto.

“Lessor” means Kentucky Area Development Districts Financing Trust, acting as lessor
under this Lease, or any successor thereto acting as lessor under this Lease.
, y g

“Optional Prepayment Price” means the amount determined by the Lessor and provided to
the Trustee, which a Lessee may, m its discretion, pay under its Leasc 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 full; (b) the unpaid accrued interest on the outstanding principal component of the
Lease Rental Payments to the next date on which the related Ceruficates can be redeemed; (¢) an
amount of cash or noncallable Government Obligations which, together with the interest income
thereon (as certified by the Program Administrator, Bond Counselor other entity satisfactory to the
Trustee), will 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 redecemed on account of the payment of such Optional Prepayment Price.

“Program Administrator” means the Lessor or such other 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 refinanced, or the Costs of
which are reimbursed hercunder, as more particularly described in Exhibit “B” hereto.

“Proportionate Share” means, as of a date of calculation, a fraction, the numerator of which
is the unpaid principal components of Base 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 Kentucky.

“Trustee” means The Bank of New York Trust Company, N.A., a banking corporation, as
trustee under the Indenture, and any successor trustee at the time serving as such under the
Indenrture.

Section 2. Representations. Covenants and Warranties of the Lessee. The Lessec represents,
covenants and warrants that (a) it 1s a body politic and corporate of the State; (b) it has full power
and authority to enter mnto and to perform its obligations under, this Lease and all related
documents; (¢) it has duly authorized this Lease and all related documents; (d) this Lease and all
related documents are valid, legal and binding obligations of the Lessee, enforceable against the
Lessee in accordance with its terms; (¢) the execution and delivery of this Lease and all related
documents does not conflict with or result in a breach of the terms of any agreement or instrument

[



by which the Lessce is bound, or conflicts with or results in a violation of any provision of law or
regulation applicable to the Lessee; (f) there is no action, suit, proceeding or investigation before or
by any court or public body wherein an unfavorable decision would materially 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 affect the exclusion from gross income for federal income
tax purposes of the designated interest component of Lease Rental Payments; (h) the Project
furthers the Lessee’s governmental purposes, serves a public purpose and is in the best interests of
the Lessee and at the time of execution and delivery of the Lease, the Lessee intends to annually
appropriate the Lease Rental Payments due hereunder; and (i) during the Lease Term, the Project
will at all umes be used only for the purpose of performing one or more lawful governmental
functons of the Lessee.

The Lessee acknowledges that the Certificates are being issued with respect to this Lease 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 will not
take or omit to take any actions that would adversely affect the tax-exempt status of the Certificates.

Section 3. Representations. Covenants and Warrantes of Lessor. The Lessor represents,
covenants and warrants that (a) it is a trust duly created and validly existing under the laws of the
Stare, has all necessary power and authority 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 Lease 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 provision 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. Demising Clause; Title; Security Interest. The Lessor leases the Project to the
Lessee, and the Lessee leases the Project from the Lessor, in accordance with the provisions of this
Lease, to have and to hold for the Lease Term. The 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 all interests therein will be held by the Lessee, subject to Lessor's rights
under this Lease.

The Lessor's interest shall terminate upon (a) the Lessec's exercise of the purchase option
granted in Section 25 hereof, or (b) the complete payment and performance by the Lessee of all 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. Duragon of Lease Term. The Lease Term will commence and terminate on the
dates shown on the cover page hercof unless earlier terminated as provided in Section 6.

Section 6. Termunation of Lease Term. The Lease Term will terminate upon termination of
Lessor's interest in the Project pursuant to Section 25.
Ject p

Section 7. Enjoyment. The Lessor hereby covenants that the Lessee will during the Lease
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. The Lessor will, at the



request of the Lessee and at the cost of the Lessee, join and cooperate fully in any legal action
regarding the Project and the Lessee may, at its own expense, join in any legal action affecting the
Project.

Section 8. Lease Rental Payments. 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 will 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 Exhibit “A”.

The Lessee will pay Additional Rentals within fifteen (15) days after a written 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 Base 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 Lease Rental Payments expressly provided for in this Lease).

Section 9. Manner of Payment. All Lease Rental Payments will be paid by check made
payable and delivered to the Trustee. The obligation of the Lessee to pay the Lease Rental Payments
and to perform and observe the covenants and conditions contained herein during the Lease Term
will be absolute and unconditional except as otherwise expressly provided in this 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 Lease Rental Payment during the Lease Term.

Section 10. Expression of Lessee’s Need for the Project; 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 Lessee 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 maximum term of this Lease) does not exceed the useful life of the
Project.

Section 11. General Obligation of Lessee. The obligation of the Lessee created by this 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 1s 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 payment of the Lease Rental
Payments and are appropriated for 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 levy 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 all Certificates issued under KRS
Chapter 66 and Tax Supported Leases, as defined in KRS Chapter 66, including the Lease Rental
Payments, when and as the same fall due.

Section 12. Agreement to Acquire, Construct and Install the Project and Lease to the Lessec.
The Lessee will provide for completion of the acquisition, construction, nstallation 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 for the construction, acquisition, installation, and equipping of
the Project, on behalf of the Lessor. So long as this Lease 1s 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 Acquisition 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
Lessec'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 substandally in the form set forth in Exhibit “C” hereto. Pending disbursement,
unless otherwise directed in writing by the Lessee, 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, installaton 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 L.oss: Damage: 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 Lease. Lessee 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 imes during the Lease Term 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 breach of warranty under a construction
contract or other contract relating to the Project will be deposited in the Lessee's Lessee Acquisition



Account, if received before the completion of the Project, o, 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 Lease Rental
Payments.

Section 15. Disclaimer of Warranties, THE LESSOR, THE TRUSTEE AND THE
OWNERS OF THE CERTIFICATES MAKE NO WARRANTY OR REPRESENTATION,
EITHER EXPRESS OR IMPLIED, AS TO THE VALUE, DESIGN, CONDITION,
MERCHANT ABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR FITNESS FOR
USE OF THE PROJECT OR ANY PORTION THEREOF OR ANY OTHER REPRESENT
ATION OR WARRANTY WITH RESPECT TO THE PROJECT OR ANY PORTION
THEREOF.

Section 16. Financial Reports; Notice. The Lessee 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. The Lessee shall furnish to the Program
Administrator such other information respecting the condition or operadons, 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 contnuing disclosure
requirements of Securities and Exchange Commission Rule 15¢2.12. The Lessee will immediately
notify the Lessor and the Trustee of any Event of Default hereunder.

Section 17. Inspection and Lessee Reports. The Lessor, the Trustee and their respective
authorized representatives shall at any ume during normal business houts have the right to enter the
premises where the Project may be located for the purpose of mspecting and examining the Project
and its condition, use, and operation and the books and records of the Lessee relating thereto.

Section 18. Mamtenance of the Project by the Iessee. The Lessee agrees that, at all umes
during the Lease Term, the Lessee will maintain, preserve and keep the Project or cause the Project
to be maintamed, preserved and kept, with the appurtenances and every part and patcel 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 all necessary and proper repairs, except as
otherwise provided in Section 14. The Lessor, the Trustee and the owners of the Certificates will not
have any responsibility in any of these matters or for the making of any additions, modificatons,
improvements or replacements to the Project.

Section 19. Modification of the Project: Installaton of FEquipment and Machinery of the
Lessece. Following acquisiion 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, addidons,
substitutions, replacements or improvements may be readily removed without damage to the
Project. Any alteratons, additions or improvements to the Project which may not be readidy
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 machinery, 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 Regarding Casualty, Public Liability and Property 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. Any 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 by this Section will name the
Lessor and the Trustee as additional named insureds.

Section 21. No Encumbrance, Mortgage or Pledge of Project. The Lessee will not directly or
indirectly create, incut, 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
Administrator.

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 1ssued by a bank satsfactory
to the Program Administrator (an “Approved Bank”) in favor of the Trustee as security for the
obligations of the Lessee under this Lease.

Section 23. Assignment by Lessor. As the source of payment of the Certificates, the Lessor
has assigned to the Trustee, under and pursuant to the Indenture, all of the Lessor’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 will entitle the Trustee to enforce any obligaton 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 functon 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. Assignment and Subleasing by the Lessee. 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 Admuinistrator.

Section 25. Purchase Option; Prepavment. The Lessee may, 1n its discretion, prepay in full
s Lease Rental Payments under the Lease by paying to the Lessor the Optonal 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 minimum amounts of $50,000 or in such lesser amounts as may 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 entty, and all labilities, obligations, losses and damages whatsoever,
regardless of the cause thereof and the expenses, penalties and fees in connecton therewith
(including counsel fees and expenses), arising from or as a result of the operation, ordering,
ownership, acquisition, construction, use, condition, delivery, 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; (i) any act of negligence of the Lessee 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 Acquisiion Account. To the extent permitted by law, the Lessee will indemnify and
save cach Indemnitee harmless from any such Indemnified Claim, or in connection with any action
or proceeding brought thereon and, upon notice from such Indemnitee, will defend 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 all obligations under this Lease or the termination of this Lease
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:

(a) Failure by the Lessee to pay any Lease Rental Payments at the time specified herein;
or

(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
will have been given to the Lessee by the Lessor 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 any further demand or notice, take one or any combination of

the following remedial steps:

(a) By appropriate court action, enforce the pledge set forth in Section 2 of the
Osrdinance and Section 11 of this Lease so that during the remaining Lease Term there 1s levied on
all the taxable property in the Lessee, in addition to all other taxes, without limitaton as to the rate
or amount, a direct tax annually in an amount sufficient to pay the Lease Rental Payments when and
as due;



(b) sell or re-lease the Project or any portion thereof; or

(©) take whatever action at law or in equity may appear necessary or desirable to enforce
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 otherwise 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 obligatons 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 rerurn receipt
requested) or delivered (including delivery by courier service) as follows:

If to the Lessor: Kentucky Area Development Districts Financing Trust
¢/o Ross, Sinclaire & Associates, Inc.
Frankfort, Kentucky 40601
Attenton: Terrell Ross, Administrator

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 diffcrent addresses to which subsequent notices, certificates, requests or other
communications will be sent hereunder. All notces, certificates, requests and other communicatons
pursuant to this Lease will be effective when received (if given by mail) or when delivered (if given
by delivery).
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Section 30. Amendments; Changes and Modifications. Except as provided in Section 8 with
respect to Exhibit “B”, this Lease may not be amended, changed, modified or altered, or any
provision hereof waived, without the written consent of the Lessor and the Lessee.

Section 31. Third Party Beneficiary. Except for the Trustee and the Program Administrator,
no person other than a party hereto, will 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. Lessee Acknowledgment of the Certificates. The Lessee acknowledges (1) 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
premium, if any, and interest on the Certificates and (B) pay all other costs and expenses of the
Program. 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. Miscellancous. 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
will be an original and all of which will 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 this 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 unenforceable by any court of competent jurisdiction, such holding will not
invalidate or render unenforceable any other provision hereof.

[Signatures on the following pages]
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IN WITNESS WHEREOQOF, the Lessor has executed this Lease in its name; and the Lessee
has caused this Lease to be executed in its name and attested by duly authorized officers thercof. All
of the above are effective as of the date first above written.

KENTUCKY AREA DEVELOPMENT
DISTRICTS FINANCING TRUST, as Lessor

By: Ross, Sinclaire & Associates, Inc.,
as Program Administrator

Title: Admin 37[("‘473 r

COUNTY OF FLOYD, KENTUCKY,
As Lessee

Attest: R By: 2%{ A/—/Q/%/ %&%Jﬂflﬂg
Q)(V\AD \)\BM\Z\’\ Title:  Judge / Executive

Title: Fiscal Court Clerk




EXHIBIT “A”
LEASE RENTAL PAYMENTS

See Attached Debt Service Schedules



FINAL LESSEE PAYMENT SCHEDULE

Lease Closing Date: 06/28/05

Lease Amount: $2.600.0600

Loan Number: KADD2005_147K

Borrower: Floyd Counly, Kentucky

First installment’ 12/01/08

Final Instailment: 06/01/35

Due Interest Principal Bond Program Total Net Lease Net FY Date

Date Rate Payment Rate Foes Payment - Payment Paid

01-Dec-05 $C 7 $47,984.63 $900.00 $48,884.63

01-Jun-06 3.00% $55.000 $56,452.50  $900.00 $112,352.50  $161,237.43

01-Dec-08 30 §55,627.50  $886.25 $56,513.75

01-Jun-07 3.00% $50,000 $65,627.50  $886.25 $108513.75  $163,027.50

01-Dec-07 30 $54,877.50  $873.75 $55,751.25

01-Jun-08 3.00% $50,000 $54,877.50 $873.75 $105,751.25 $151,502.50

01-Dec-08 50 $54,127.50  $861.25 $54,988.75

01-Jun-09 3.30% $50,000 $54,127.50 $861.25 $104,988.75 $159,977.50

01-D8c-09 $0 $53,302.50  $848.75 $54,151.25

01-Jun-10 3.30% $55.000 $53,302.50 $848.75 $108,151.25 $183,302.50

01-Dec-10 $0 $52,395.00  $835.00 $53,230 00

01-Jun-11 3.50% $55.000 $52,395.00  $835.00 $108,230.00  $181,460.00

01-Dec-11 30 §51,432.50  $821.25 $652,253.75

01-Jun-12 3.50% $55,000 §51,432.50  $821.25 $107,253.75 $159,507.50

01-Dec-12 $0 $50,470.00  $807.50 $51,277.50

01-Jur-13 1.80% $50.000 $50,470.00  $807.50 $111.277.50  $162,555.00

D1-Dec-13 50 $49,330.00  $792.50 $50,122.50

Ot-Jun-14 - 3.80% $60.000 $49,330.00 $792.50 $110,122.50  $160,245.00

©1-Dec-14 30 $48,190.00  $777.50 $48.867.50

01-Jun-15 3.80% $55,000 $48,190.00  $777.50 $113.867.50  $162.935.00

01-Dec-15 30 $46,955.00  $761.25 $47,716.25

01-Jun-16 4.25% $65.000 $46,955.00  $761.25 $112,716.25  $160.432.50

01-Dec-16 $0 345,573.75 $745.00 $46,318.75

01-Jun-17 4.25% $70.000 $45,573.75  $745.00 $116318.75  $162,637.50

01-Dec-17 50 $44,086.25  $727.50 $44,813.75

01-Jun-18 4.25% $70,000 $44,086.25  $727.50 $114,813.76  $159,627.50

01-Dec-18 $0 $42,588.75  $710.00 $43.308.75

01-Jun-19 4.25% $75,000 $42,598.75 $710.00 $118,308.75 $161,617 50

01-Dec-18 $0 $41,005.00  $691.25 $41,696.25

G1-Jun-20 4.50% $75,000 $41,005.00  $691.25 $116.696.25  $158,392.50

01-Dec-20 30 $39,317.50  $672.50 $39,990.00

01-Jun-21 4.50% $60,000 $39.317.50  5672.50 $119,890.00  $159.880.00

01-Dec-21 50 $37.517.50  $652.50 $38,170.00

01-Jun-22 4.50% $85,000 $37,517.50  $652.50 $123.170.00  $161.340.00

01-Dec-22 50 $35805.00  $631.25 $36,236.25

01-Jun-23 4.50% $90,000 $35,605.00  $631.25 $126,236.25  $162.472.50

01-Oec-23 $0 $33.580.06  5608.75 $34,188.75

01-Jun-24 4.60% $90,000 $33.580.00  $608.75 $124,188.75  $156.377.50

01-Dec-24 30 §31.510.00  $586.25 $32,086.25

01-Jun-25 4.60% $95,000 $31,510.00  $586.25 $127.096.25  $159,192.50

01-Dec-25 50 $29,325.00  $562.50 $29,887.50

Ol-dun-26 4.60% $100,000 $29.325.00  $662.50 $129.867.50  $159.775.00

01-Dec-26 $0 §27.025.00  $537.50 $27,562.50

01-Jun-27 4.70% $105.000 $27.02500  $537.50 $132,562.50  $160,125.00

01-Dec-27 $0 $24,557.60  $511.25 $25,068.75

01-Jun-28 4.70% $110.000 $24,557.60  $511.28 $135,068.75 $160,137.50

01-Dec-28 $0 32197250  $483.75 $22,458.25

01-Jun-29 4.70% $115,000 $2197250  $483.75 $137.45625  $159,812.50

01-Dec-29 $0 $19,270.00  $455.00 $19,725.00

01-Jun-30 4.70% $120.000 $19.270.00 $455.00 $139,725.00 $155.450.00

01-Dec-30 $0 $16,450.00  $425.00 $16,875.00

01-Jun-31 4.70% $125,000 $16,450.00  $425.00 $141,875.00  $158,750.00

01-Dec-31 50 $13,512.50  $393.75 $13,908.25

01-Jun-32 4.70% $435,000 $13,612 50 $393.75 $148,906.25 $162,812,50

01-Dec-32 30 $10.340.00 $360.00 $10.700.00

01-Jun-33 4.70% $140,000 $10,340.00  $360.00 $150,700.00 $151,400.00

01-Dec-33 50 $7.050.00  $325.00 $7,375.00

01-Jun-34 4.70% $145,000 $7.050.00  $325.00 $152.375.00  $159.750.00

01-Dec-34 50 $3,642.50  $28B.75 $3.931.25

01-Jun-35 4.70% $155,000 $3,642.50  $288.75 $158,831.25  $162,862.50
$2.600,000  $2,185729.63 $39,065.00 $4,824,794.63  $4,824,794 63

Your Loan reference Js:

Loan Number: KADD2005_147K
Lessee: Floyd County, Kentucky
Average interest rate: 4.66%

Remit payments to:

The Bank of New York Trust Company, N.A
Attn: David Graf

525 Vine Street, Suite 800
Cincinnati, Ohio 45202
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EXHIBIT “A”

LEGAL DESCRIPTION OF PROJECT SITE

1. 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 "1" 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
from Southern Water & Sewer District, as Grantor, to Floyd County, Kentucky Public
Propertjes Corporation, as Grantee, dated April 29, 2002, and recorded in Deed Book %72,
Page /le& , Floyd County Court Clerk's Office.
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GR E

December, 2001, is entered into by and between DINNA MULLINS, single,

Hed]
1424 usuers CRE Meduuer, k¥ , (“Lessor”) and SOUTHERN WATER

& SEWER DISTRICT, P.O. Box 610, McDowell, Kentucky, 41647, (“Lessez”).

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 shall be for a term of Fifty (50) years, commencing on

December 223 2001, and terminating on December 2! i , 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 anciilary

equipment associated with the pump station.

i
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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 lai.ndlords
lien, whether by statute, common law, or otherwise in the pump. station
ancillary equipment, and other pérsonal property of Lessee.

5. This Ground Lease Agreement, including the Exhibit, coﬁstimtes
the entire agreement between the parties and will supersede all p}evious
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, adminisfrators,
successors and assign. |

IN WITNESS WHEREOF, the parties have caused this Leasée to be

executed by their duly authorized representatives.

“LESSOR”
D%NNA MULLINS )
SOUTHERN WATER & SEWER

DISTRICT Grantee

/S
BY m/ f £ /%ﬁ/

rrs: /m;fmm




fot e peee c’,)&“
COMMONWEALTH OF KENTUCKY .

COUNTY OF FLOYD

Tec. 2001, by DINNA MULLINS, single, to be her free act and deed.

My Commission Expires: 5 21 ofc3

v-y’)fez;uuﬂeop R é}&&/uu,\;ﬁ/-
NOTARY PUBLIC

COMMONWEALTH OF KENTUCKY

COUNTY OF FLOYD

},4. SUBSCRIBED and SWORN to before me this _ 3™ day of
Sk, SO
Peéember, 2001, by SOUTHERN WATER & SEWER DISTRICT by

l“ll&.b(’,r’" ch ke 4 Jits (i rancee , Grantee.
My Commission Expires: ﬂ_l oo '
itk G b he i
NOTARY PUBLIC :

THIS INSTRUMENT WAS PREPARED BY:

RALPH H. STEVENS, P.S.C.
ATTORNEY AT LAW

P.O. DRAWER 466

142 WEST BRANHAM STREET
PRESTONSBURG, KY 41653
(606) 886-1000

o, M N IE=

RALPH H. STEVENS
ATTORNEY AT LAW
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E TA e Premise

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, whxch 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’ feet
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 bemg more

particularly described as follows:

Unless otherwise stated, any monument referred to herein as a capped pm set is
a 5/8” inch diameter rebar steel, 18” inches in length, with a plastic cap

stamped R.M. Johnson Engineering 3521.

Beginning 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 Dmna and
Geneva Mullins property for three (3) calls as follows:

N 13° 23" 41" W a distance of 30.03" feet to a capped pin set

N 76° 35’ 08” E a distance of 30.01" feet to a capped pm set

$13° 20’ 30” E a distance of 30.03 feet to a capped pin set near the northem 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:
5 76° 35’ 00” W a distance of 29.98 feet to the begmmhg,tx.;' 3 ammg @Gﬁi“:é@fa@ég:‘a‘ g;;

more or less as per a survey by R.M. Johnson Engifigéting-Hte-Pcbmpipted, pre ddock
o ; 5! z 3 racod fiereupon the same with
5 znd Hhis cendicate have been duty recorded

£
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Description of a certain tract or parcel of land lyingand
being on Mink Branch of Mud Creek, Floyd County,
Kentucky, approximately 8,177’ feet southwest from the
intersection of Mink Branch and Mud Creek. Subject
property is at approximately 1246’ feet 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:

ERACTNO. 1

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.

Beginning at a capped pin set, said capped pin also
being a common 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 2,533,513.4123; thence
severing the Roy and Mary Hall property for four (4)
calls as follows: ,

S 38° 52" 40” W a distance of 50.00" feet to a capped pin

set

N 51° 06" 47” W a distance of 49.99’ feet to a capped pin
N 38° 49" 48" E a distance of 50.00 feet to a capped pin
set

551° 06" 49” E a distance of 50.03' feet to the beginning
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’ feet wide

perpetual easement for access road and other necessary

appurtenances across the remaining property of Roy

and Mary Hall beginning at Mink Branch Road and

continuing across said Hall 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 Ray Hall and Mary Hall,

his wife, by deed dated December 22, 2001, of record in Deed Book 467, Page 510, in the office of
the Floyd County Clerk.
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- Description of a certain tract or parcel of land lying and
being on the Right Fork of Beaver Creek near the City of
Martin, Floyd County, Kentucky, approximately 660°
feet southeast from the intersection of KY RT. &0 and KY

ARACTNO. 2
' RT. 122. Subject property is at approximately 850" feet
-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 Floyd County
T Court Clerk in Deed Book 237, Page 74, 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.

. Beginning at a capped pin set, said pin also being a
comman corner to the new boundary for the Susan
Elaine Compton property as recorded in Deed Book
237, Page 74 and has an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North-2,100,730.74 and Bast 2,506,037.68; thence
severing the Susan Elaine Compton property for four
calls as follows:

S 61° 54’ 35" E a distance of 149.98' feet to a capped pin
set
S 28° 04’ 42“ W a distance of 149.99" feet to a capped
pin set :
N 61° 54’ 37" W a distance of 150.00’ feet to a capped
| pin set
' N 28° 05’ 08" E a distance of 149.99° feet to the
beginning, containing 0.516 acres more or less as per a
survey by RM. Johnson Engineering, Inc., completed
on 11-21-01.

It is.also understood that there is to be a 15 feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of Susan

~ Elaine Compton beginning at an existing graveled road
and continuing across said Compton 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 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 office of the Floyd County Clerk.
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Hamilton Branch Pump Station

[ —

’ Deed description for a certain tract or parcel of land
TRACING. 3 lying and being on Hamilton Branch of Mud Creek, in
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.

" Beginning at a capped pin set in the southeast right-of-
way line of KY RT. 680 having an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,065,587.8620 and East 2,537,867.1100, said
capped pin being 35’ feet 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 Office; thence leaving the right-of-
way of KY RT 680 and severing the remaining land of
the Floyd County Fiscal Court for four (4) calls as

follows:

N 29° 04’ 01" E a distance of 5.68’ feet to a capped pin
set : .
S 60° 56’ 48" E a distance of 25.01" feet to a capped pin
set .

S 29° 04" 03” W a distance of 25.03’ feet to a capped pin

set
N 60° 54 35” W a distance of 25.01' feet to a capped

pin set in the southeast right-of-way line of KY RT 680,
said point being 35 feet 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 call as follows:

N 29° 04’ 01" E a distance of 19.34’ feet to the
beginning, containing 0.014 acres more or less as per a
survey by R. M. Johnson Engineering, Inc., completed
on 11-20-01. ,

Being a part of the same property conveyed to the Grantor, from Floyd County Fiscal
Court, by deed dated January 25, 2002, of record in Deed Book 468, Page 479, in the office of the

Floyd County Clerk.
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TRACTNO. 4

Weeksbury Pump Station . . -9

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.

Beginning at a capped pin set within the boundary of a

. tract of land now owned by Tomumy and Barbara Roop,

this tract of land is designated as Lot #5 in the town of
Weeksbury as shown on Map #142 and recorded in the

Demn

i!‘g

Floyd County Court Clerk's 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 2,529,765.82 and bears N
59° 04’ 17* W approximately 47.16’ feet 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:

S 52° 42" 00” W a distance of 30.01" feet to a capped pin

set
N 37° 18’ 31" W a distance of 30.02' feet to a capped pin

set
N 52° 39’ 41” E a distance of 30.01’ feet to a capped pin

set
$37° 18" 39” E a distance of 30.04' feet to the beginning,
containing 0.021 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’ feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining land 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

ending.

- Qo

2 Being a part of the same property conveyed to the Grantor, from Tommy Roop and Barbara
Roop, his wife, by deed dated January 25, 2002, of record i in Deed Book 468, Page 483, in the office

of the Floyd County Clerk.




T Description for a certain tract or parcel of land lying
and being on Johns Branch near the town of Langley,
Floyd County, Kentucky, approximately 4,647" feet

" northwest from the intersection of Johns Branch and

WRACTNO. § the Right Fork of Beaver Creek. 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 Office of the
Floyd County Court Clerk in Deed Book 185, Page 460, -
and being more particularly described as follows:
Unless atherwise 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.

Beginning at a capped pin set approximately 15.69" feet
north of the northern edge of pavement of Johns Branch
Road, said capped pin also being a common point in
the new boundary line of land owned by The Floyd
County Fish and Game Club as recorded in the Office 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
2,095,555.65 and East 2,497,547.86; thence severing The
Floyd County Fish and Game Club property for four (4)
calls as follows:

S 86° 00’ 12* W a distance of 30.00’ feet to a capped pin
set B
N 03° 58 57" W a distance of 2999 feet to a capped
pin set o

N 85° 58’ 43" E a distance of 30.00’ feet to a capped pin
set

S 03° 59’ 417 E a distance of 30.00’ feet to the beginning,
containing 0.021 acres more or less as per a survey by
R.M. Johnson Engineering, Inc., completed on 01-09-

02,

It is also understood that there is fo be a 15’ feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of The
Flayd County Fish and Game Club beginning at Johns
Branch 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.
Being a part of the same property conveyed to the Grantor, from Floyd County Fish and
Game Club, Inc., by deed dated January 28, 2002, of record in Deed Book 468, Page 487, in the

office of the Floyd County Clerk.
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Descnptxon of a cemun txact or parcel af land Iymg and
being in Spurlock Creek, Floyd County, Kentucky,
approximately 330" feet north of KY RT 2030 and
approximately 1,093° feet northwest from the Road Gap
on KY Rt 2030 between Trace Fork and Spurlock Creek.
Subject property is at approximately 1,110’ feet
elevation above Mean Sea Level and lies entirely within
a boundary of land now owned by Ivan and Ethel
Carroll as recorded in the Office of the Floyd County
Court Clerk in Deed Book 286, Page 102 and being more
particularly described as follows:

TRACTNO. 6

%wff* &hag ‘*QH:KII:

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. :

Beginning at a capped pin set, said pin also being a
comumon comer to the new boundary for the Ivan and
Bthel Carroll property as recorded in the Office of the
Floyd County Court Clerk in Deed Book 286, Page 102
and has an approximate NAD 83 Kentucky South Zone
State Plane coordinate value of North 2,081,502.3203
East2,522,255.2038; thence severing the Ivan and Ethel
Carrol property for four calls as follows:

N 55° 24’ 01” W a distance of 50,00’ feet to a capped
pin set : .

N 34° 35’ 47" E a distance of 49.99’ feet to a capped pin
set

5 55° 4’ 24" E a distance of 50.02’ feet to a capped pin

set
S 34° 37° 30” W a distance of 49,99’ feet to the

beginning containing 0.057 acres more or less as per
survey by RM. Johnson Engineering, Inc., completed
on 12-10-01.

It is also understood that there is to be a 15’ feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of Ivan
and Ethel Carroll beginning at KY RT 2030 and
continuing across said Carroll 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 office of the Floyd

County Clerk
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Mink Branch Pump Station

' : A description for a certain tract or parcel of land lying
TRACTNO.7 -and being on Mink Branch of Mud Creek, Floyd County,
Kentucky, on the west bank of Mud Creek at the mouth
of Mink Branch. Subject property lies on the south side
of Mink 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 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
RM. Johnson Engineer 3521.

Beginning at a capped pin set 441’ feet south of the
southern edge of Mink Branch Road, and being S 54°
40° 10" W 14.67" feet from the southwest comner of the
bridge crossing Mud Creek. Said point also being a
common corner in the new boundary line of property
now owned by Eula Hall as recorded in the Floyd
County Clerks Office 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 2,538,636.5440; thence severing the Eula Hall
property with three (3) calls as follows;

5 14° 06’ 15” W a distance of 29.92' feet to a capped pin

set
573°09"46" W a distance of 29.90’ feet to a capped pin

set .
N 13° 49’ 35” E a distance of 30.05' feet to a capped pin

set 3.72" feet south of the southern edge of Mink Branch
Road; thence following a line near the southern edge of
Mink Branch Road far one call as follows:

N 73° 31’ 00” E a distance of 29.96' feet to the

beginning, containing 0.018 acres more or less as per a
survey by RM. Johnson Engineering, Inc., completed on

11-21-01.

Being a part of the same property conveyed to the Grantor, from Bula Hall, single, by deed
dated January 31, 2002, of record in Deed Book 469, Page 13, in the office of the Floyd County

Clerk.




John Hall Branch Tank Site - "‘"“(‘miﬁ“f.— }/VASD

4 Description of a certain tract or parcel of land lying and
WRACTNO. 8 being on the John Hall Branch of Frasure Creek in Floyd
’ _County, Kentuckgr at the head of John Hall Branch,

approxxmatcly 780’ feet north of KY RT. 680 and
approximate elevation of 1406 fect above Mean Sea
Level and lies entirely within a boundary of land now
owned by Vernon Comnett as recorded in the Office 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 being a
common corner to the new boundary for the Vernon
Cornett property as recorded in the Office 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 severing the Vemon Comett
property for the four (4) calls as follows:

N 18 degrees 01’ 16” W a distance of 49.96 feet to a

capped pin set

N 71 degrees 59° 03" E a distance of 50.00" feet to a
capped pin set

S 17 degrees 59°59” E a distance of 49.97° feet to a
capped pin set

S 71 degrees 59°28” W a distance of 49.98" feet to the
point of beginning, containing 0.057 acres more or less as
per survey by RM. Johnson Engmeenng, Inc., completed
on 11-26-01.

It is also understood that there is to be a 15’ feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of Vernon
Comett as recorded in the Office of the Floyd County
Court Clerk in Deed Book 336, Page 708, beginning at
KY Rt. 680 and continuing across said Comett property
to the boundary of the aforementioned tract to be
conveyed and there ending.
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Weeksbury Tank St ._ |3 re A

A description of a certain tract or parcel of land lying
9CRACTNO. 9 and being on the Left Fork of Beaver Creek in Floyd
County, Kentucky, approximately 6,327" feet 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° feet elevation above Mean Sea
Level and lies entirely within a boundary of land now

~ owned by John ]. and Patsy J. Sword as recorded in the
office of the Floyd County Court Clerk in Deed Book

396, Page 164, 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
' RM. Johnson Engineering 3521.

Beginning at 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° 52" 20” W a distance of 50.01" feet 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 ]. Sword for three (3) calls as follows:

N 49° 07’ 53" E a distance of 49.98’ feet to a capped pin

set
S 40° 52 58" E a distance of 50.01’ feet to a capped pin

set
S 49° 08B’ 07 W a distance of 49.99’ feet to the

beginning, containing 0.057 acres more or less as per a
- survey by RM. Johnson Engineering, Inc., completed
on 11-27-01.




property conveyed to the Grantor, from John J. Sword and
31, 2002, of record in Deed Book 469, Page

Being a part of the same
Patsy Sword, his wife, by deed dated January
252, in the office of the Floyd County Clerk,




EXHIBIT “B”
DESCRIPTION OF PROJECT (including site description)

ESTIMATED COST OF THE PROJECT:  2,496,274.69
ESTIMATED DATE OF COMPLETION OF THE PROJECT: June 2010
EXPECTED ECONOMIC LIFE OF THE PROJECT: 30 Years

DESCRIPTION: Please see attached.



EXHIBIT “C”
REQUEST FOR DISBURSEMENT

Re:  Lease Agreement between Kentucky Area Development Districts Financing Trust,
as lessor, and Floyd County, Kentucky, as lessee

Requisiton Certificate No. 1

The Lessee 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 Payments during construction of a Project, only the
document described in (a) below will 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;

®) each item for 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;

(© 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 warrantics and representations were
made on such date, no Event of Default has occurred under the Lease, the right of the Lessee to
contro] the acquisiion, construction and installation of the Project has not otherwise been
terminated pursuant to the Lease, and that amounts on deposit in the Lessee's Lessee Acquisition
Account will be sufficient to complete the Project in accordance with the approved plans and
specifications;

Executed this 28th day of June, 2005.

FL DCOUNWGK&’
By: M Y227 99N

. 14
Authorized Lessee Representa-{ve

APPROVED:

By: By:
{Architect] [Construction Managez] Program Administrator



EXHIBIT D
OPINION OF LESSEE'S COUNSEL

[Date] , / (
17/ A /oS
The Bank of New York Trust Company, N.A., frustee - -
Cincinnati, Ohio

Kentucky Area Development Districts Financing Trust
Frankfort, Kentucky

Peck, Shaffer & 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 Lessee 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 (the "Commonwealth"), (if) 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:

1. 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 the Lease at the end of each {iscal 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 bankruptey,
insolvency, reorganization, moratorium or other similar laws affecting the enforcement of creditors’ rights generally
and by gencral 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 the 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 Lessce 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,

—ouis MMMI
M.thﬁc@oi%a



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 FOLLOWS:

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 vinue 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 /4y 20, 200 (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 Signature;
PrroL. H. THomEson)  Eh e, "
CHRIES WHRUGH f’—/gya/ Co. Chlré

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
(i) 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 the 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 law 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 15¢2-12 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 2724 day of

B

Y 0 A
Attest: Title: Judge / Executive
\
By Q)mm wmﬁ&&_ﬁ

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 AMENDED

LESSEE: County of Floyd, Kentucky

LEASE AMOUNT: $2,520,000

The 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 1986, 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. Purpose 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 Treas. Reg. § 1.148-4, issued under the Code, is 4.80 %.

D. Application of Proceeds. All of the 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. Expenditure of Proceeds for the Project. 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%) 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%) of the Sales Proceeds or
$100,000) on the Project. The Lessce will expend at least eighty-five percent (85%) 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. (1) The Lessec 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%) of the Proceeds of the Lease 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 cstablished to pay-principal of, premium, if any, or interest on
the Lease. There are no moneys, sources of funds, securitics 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 uncxpended portion of the Proceeds of the Lease, including any amounts in any rcasonably
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. § 1.148-2({), no Proceeds of the Lease, or any moneys that may become Replacement
Proceeds, as defined in Treas. Reg. § 1.148-1(c), of the Lease, in excess of the lesser of (i) five percent (5%) of such
Proceeds or (ii) $100,000, have been invested in "higher yielding investments," as defined in the Code and the
Treasury Regulations thereunder.

G. General. (1) Neither the Project, nor any part thereof, will be sold or otherwise dxsposed of by the
Lessee prior to the final principal maturity date of the Lease.

(2) The Lessee will allocate Procecds of the Lease to reimburse itself only for capital expenditures paid not
carlier than sixty (60) days prior to the Closing Date or not carlier 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. §
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
Scction 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 the Code and the Treasury Regulations
thereunder, enabling the Lessee to exploit the difference between tax-exempt and taxable intercst 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 outstandmg 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 Internal Revenue
Scrvice 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 representations 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, inciuding 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.

O (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. §§ 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,

By: WW

Title: Judge / Executive

Dated: & ,é? 7/0-{




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 thee KENTUCKY AREA DEVELOPMENT DISTRICTS
FINANCING TRUST (the "Lessor") and the LESSEE shown on the cover page hereto (the "Lessee™):

WITNESSETH:

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
project identificd 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 expcnse that is properly depreciable or amortizable or is otherwise treated
as a capital expenditure under the Code, and for the 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' spread, rating
agency fees, appraisal costs, attorneys' and accounts' fees 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 the 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 Treas. Regs. §§
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. B . -

"Investment Property" means any security (as defined in Section 165(g)(2)(A) or (B) of the Code),
obligation (including any Tax-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 Lessce 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
difficultics, 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 Revenue 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 Tax 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 shali 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-
S(d)B)(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. § 1.148-1(c).



"Research Agreement” means an agreement between the Lessee and a Private User under which the Lessee
or the Private User uses any portion of the Project to carry on rescarch.

"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.

"SLGS" means any sccurity 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 SL.GS.

"Treasury Regulation" and "Treas. Reg." means any Regulation, Proposed Regulation or Temporary
Regulation, as may be applicable, 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 -3, 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 Compliance Agreement" means this
instrument, as originally exccuted 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; (f) 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 11
COVENANTS AND REPRESENTATIONS OF
THE LESSOR AND THE LESSEE ACKNOWLEDGEMENTS
BY, DIRECTIONS TO AND FROM THE LESSOR AND THE LESSEE



SECTION 2.01. Authority and Qrganization. (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 the 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. Use 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 will 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) Expectations. 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%) of the Sale Proceeds of the Lease and
to commence acquisition of the Project within a reasonable period of time after the Closing Date. The
Lessee expects that (i) it will expend at least eighty-five percent (85%) of the Sale Proceeds of the Lease by
June 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 Project. 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%) of the Lease Amount, and an amount of Capital
Expenditures not in excess of the lesser of five percent (5%) of the Lease Amount or $100,000 may receive
a Reimbursement Allocation even if the expenditure was paid more 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 Procceds of the Lease as provided in the Indenture.

(i) 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 Lease 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 Guarantces. 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 the Project without the prior written consent of the Lessor.

SECTION 2.04. Rescarch Agreements. The Lessee represents that it will not enter into any Research
Agreements with respect 1o the Project without the prior written consent of the Lessor.




SECTION 2.05. Changes in Use or User of Project. The Lessee represents that (a) no part of the Project
will 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 Lessor; 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 poition of the Lease financing the personal
property was not greater than one hundred twenty percent (120%) of the reasonably expected actual use of such
personal property by the 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%) of its cost and (iii),
at the time of disposition, the personal property is no longer suitable for the governmental purpose for which it was
acquired.

SECTION 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. Payment of Arbitrage Compliance Amounts. The Lessee represents that all actions
necessary to comply with the Yield limitations applicable 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 Reporting Requirements. 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. Compliance with Tax Compliance Agreement. (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 the 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 dm‘ct]on 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 & Associates, Inc.,
as Program Administrator

By: %
Tide: _Ad el sAtedoy

LESSEE
County, of Floyd, Kentucky
By:ﬁu.@y /§/ M

7
Title: Judge / Executive



EXHIBIT G

CONTINUING DISCLOSURE AGREEMENT

KENTUCKY AREA DEVELOPMENT DISTRICTS FINANCING TRUST

LESSEE: County of Floyd, Kentucky
DATE OF AGREEMENT: June 22, 2005

LEASE AMOUNT: $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

THIS CONTINUING DISCLOSURE AGREEMENT (the "Agreement”) is made and cntered into as of the
date shown on the cover page hereto between the LESSEE shown on the cover page hereto (the "Lessee") and Ross,
Sinclaire & Associates, Inc., as disclosure agent (the "Disclosure Agent")r =

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
10 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 Sccurities and Exchange Commission Rule 15¢2-12, as
amended from time to time (the "Rule”);

NOW, THEREFORE, in consideration of the mutual promises and agreements made herein and in the
Lease, the receipt and sufficiency of which consideration is hereby mutually acknowledged, the parties hereto agree

as follows:

Section 1. Definitions: Scope of this Agreement.

(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).

"Holders 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; (iil) 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 the 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 under the Lease, 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 cvent described in clauses
(1), (iiD), (iv), (v), (vii), (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 the 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 (§) 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 the
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 Agreement 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 Scction 3 hereof, the Lessee shall make or cause to be made public the information set
forth in subsections (1), (2) and (3) below:

(1) Annual Financial Information and Operating 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.




(Q) Information Provided by Disclosure Agent to Public.

(1) 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 irrclause (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 shal)
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
agrecment; and ’

(b) as to all 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 Making 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:

(a) to the Holders of Certificates of outstanding Certificates, by the method prescribed by
the Indenture;

{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) clectronic 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 information 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 avallable 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)(1) hereof shall be made
available to each NRMSIR or the MSRB and to the SID (if a SID is established for the State); and

(¢) 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 Agrecment. Additionally, if the referenced document is a final official
statement (as that term is defined in Rule 15¢2-12(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 the 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 Agent Compensation. 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 Agent. 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 Agreement; 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 Lessce) 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 amendment 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) Representations. 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 the 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 documents 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) Governing 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) Severability. If any provision hercof 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) Counterparts. 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'
written 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 hereunder.

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 identificd in Section
4(G), the non-defaulting party or any such beneficiary may (and, at the request of the Participating Underwriter or the



holders of at least 25% aggregate principal amount of Qutstanding Certiflcates, 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 be 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 Obligations. 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 & ASSOCIATES, INC.,
as Disclosure Agent

o Tk S

Tite: Al ana’s ’rm&a/

LESSEE
County of Floyd, Kentucky

Y

Title: Judge / Executive




Form 8038'G

(Rev, November 2000}

» Under Internal Revenue Code section 149(e)

» See separate Instructions.
Department of the Treasury
Internal Revenue Service

Information Return for Tax-Exempt Governmental Obligations

OMB No. 1545-0720

Caution: If the issue price is under 100,000, use Form 8038-GC.

Reporting Authority

If Amended Return, check here » [}

1 Issuer's name

2 Issuer's employer identification number

County of Floyd, Kentucky 61 6000937

3 Number and street (or P.O. box if mail is not delivered to street address) Room/suite| 4 Report number
149 S. Central Street 3 2005-

5  City, town, or post office, state, and ZIP code 6 Date of issue
Prestonsburg, Kentucky 41653 6/28/05

7  Name of issue 8 CUSIP number
KY Area Development District Financing Trust COPS, Series 2005H 49119F

9 Name and title of officer or legal representative whom the {RS may call for more information | 10 Telephone number of officer or legal representative
Honorable Paul Hunt Thompson, Judge / Executive { 606 )886-9193

m Type of Issue {check applicable box(es) and enter the issue price) See instructions and attach schedule

11 [ Education n
12 [1 Health and hosprtal 12
13 [ Transportation 13
14 [ Pubiic safety. . 14
15 [J Environment (including sewage bonds) . 15
16 [ Housing 16
17 2 Utiiities 17 2,455,000
18 [J Other. Describe > _ 18
19 If obligations are TANs or RANs, check box » (]  If obligations are BANs, check box » [
20 If obligations are in the form of a lease or installment sale, check box >
Description of Obligations. Complete for the entire issue for which this form is being filed,
(a) Final maturity date (b) Issue price © S;glcida;e;imﬁg;n a(ggr\;gvge;grrr‘;ﬂrity (e) Yield
21 06/01/2035 $ 2,525,000 | $ 2,520,000 18.44 years 4.80 %
m Uses of Proceeds of Bond issue (including underwriters’ discount)
22 Proceeds used for accrued interest . . 22
23 Issue price of entire issue {enter amount from Irne 21 column (b)) . . C.L . 23 2,520,000
24 Proceeds used for bond issuance costs (including underwriters’ discount) 24 67,649.70
25 Proceeds used for credit enhancement . . 25 79,793.61
26  Proceeds allocated to reasonably required reserve or replacement fund 26
27 Proceeds used to currently refund prior issues 27
28 Proceeds used to advance refund prior issues 28
29  Total (add lines 24 through 28) . . . 29 147,443.31
30 Nonrefunding proceeds of the issue (subtract lrne 29 from line 23 and enter amount here) 30 2,372,556.69
Description of Refunded Bonds (Complete this part only for refunding bonds.)
31 Enter the remaining weighted average maturity of the bonds to be currently refunded . > years
32 Enter the remaining weighted average maturity of the bonds to be advance refunded > years
33  Enter the last date on which the refunded bonds will be called . .
34 Enter the date(s) the refunded bonds were issued »
Miscellaneous
35  Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) 35
36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract {see instructions) | 36a
b Enter the final maturity date of the guaranteed investment contract » %4
37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units 37a
b If this issue is a loan made from the proceeds of another tax-exempt issue, check box » [ and enter the name of the
issuer » and the date of the issue »
38 If the issuer has designated the issue under section 265(b){(3)(B)(i}Ill) (small issuer exception), check box » [
39 If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box » []
40 If the issuer has identified a hedge, check box » []
Under alties of perjury, 1 declare that | have examined thvs return and accompanylng schedules and statements, and to the best of my knowledge
and be ey are true, correct, and copplete.
Sign ﬁ ' O b K. TIPORIPSON,
Here Vi %/ GLoz/os } o ed, Coom:‘v e cv/ixecpsz@
Signature of issuer's authorized represemanv;( Date Type & print name ar\d \/

For Paperwork Reduction Act Notice, see page 2 of the Instructions,

Cat. No, 63773S Form 8038—G (Rev. 11-2000)

®
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PO. Box 398
Frankfort, KY
40602

502/695-7353

fax: 502/695-2897
www.rsamuni.com

INVESTMENT
BANKING

FINANCIAL

ADVISORY

PUBLIC
FINANCE

BROKERAGE
SERVICES

700 Walnur Street
Suite 600
Cincinnari, OH
45202

513/381-3939
fax: 513/381-0124

1219 Assembly Streer
Suite 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

5217 Maryland Way
Suite 302
Brentwood, TN
37027

615/370-6262
fax: 615/370-9669

sirc

NASHD

WEMBER Fintt

.a 30 year period. If they agree to a payment of §1

March 16, 2005

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 Bends

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 and that the water district, in turn,
would pay for all or a portion of the debt service of the permanent 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. Iant enclosing herewith the following:

- A schedule that shows the projected bond payments if the water district is willing to pay
$120,000 each year. o ‘

- A schedule that shows the projected bond payments if the water district is willing to pay
$130,000 each year

- A schedule 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 current interest rates which are subject to change. As you can
see, on the first page of the scheduljes where 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

%I(),OO() a year, the County payment is expecled 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.

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 faith and credit of the County behind them, which will give you a better
interest rate. You will then 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.

Finally, in order for us to refund 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 enclosing herewith two copies of a Petition that
has to be filed with his office. Within three business days, please sign both copies of the Petition, return one
copy to my office in the pre-addressed stamped envelope and retain the other copy for your files. Upon
receipt, I will file the Petition with the State along with all other necessary legal documentation and schedules.
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.

Yours truly,

Terrell Ross i

TR\{(lr
Enclosures .

//.V/“ ‘ B
cc: L _ :
Gil Johnson, Esquire

N

I

& ASSOCIATES,

SINCLAIRE

ROSS,




County of Floyd, Kentucky - Series 2005A General Obligation Bonds

Average Fixed Interest Rate: 4.82%

Term (years): 30

Annual Lease Payment of Water District; $120,000

Average Annual County Payment; $41,560

Payment Date Coupon l;rinclpal [nterest Total Payment Less Lease Pay:ute':?g?:: of FY Payment
ayment Payment Payment County Pue of County
01-Dec-05 $59,407 $59,407 $60,000 ($593)
01-Jun-06 2.62% $40,000 $59,407 $99,407 $60,000 $39,407 $38,814
01-Dec-06 $58,883 $58,883 $60,000 ($1,117)
01-Jun-07 2.94% $45,000 $58,883 $103,883 $60,000 $43,883 $42,766
01-Dec07 $58,222 $58,222 $60,000 ($1,779)
01-Jun-08 3.13% $45,000 $58,222 $103,222 $60,000 $43,222 $41,443
01-Dec-08 $57,617 $57.517 $60,000 ($2,483)
01-Jun-09 3.34% $45,000 $57,517 $102,517 $60,000 $42,517 $40,035
01-Dec-09 $56,766 $56,766 $60,000 ($3,234)
01-Jun-10 3.54% $50,000 $56,766 $106,766 $60,000 $46,766 $43,532
01-Dec-10 $55,881 $55,881 $60,000 ($4,119)
01-Jun-11 3.72% $50,000 $55,881 $105,881 $60,000 $45,881 . $41,762
01-Dec-11 $54,951 $54,951 $60,000 ($5,049)
01-Jun-12 3.87% $50,000 $54,951 $104,951 $60,000 $44,951 $39,902
01-Dec-12 $53,983 $53,983 $60,000 ($6,017)
01-Jun-13 4.03% $55,000 $53,983 $108,983 . $60,000 $48,983 $42,967
01-Dec-13 $52,875 $52,875 ' $60,000 ($7,125)
01-Jun-14 4.16% $55,000 $52,875 $107,875 $60,000 $47,875 $40,750
01-Dec-14 $51,731 $51,731 $60,000 ($8,269)
01-dun-15 ' 4.27% $60,000 $51,731 $111,731 $60,000 $51,731 $43,462
01-Dec-15 $50,450 $50,450 $60,000 {$9,550)
01-Jun-16 4.35% $60,000 $50,450 $110,450 $60,000 $50,450 $40,900
01-Dec-16 $49,145 $49,145 $60,000 ($10,885)
0t-dun-17 4.41% $65,000 $49,145 $114,145 $60,000 $54,145 $43,290
01-Dec-17 ] $47,712 $47,712 $60,000 ($12,288)
01-Jun-18 4.45% $65,000 347,712 $112,712 $60,000 $52,712 $40,424
01-Dec-18 $46,266 $46,266 $60,000 ($13,735)
01-Jun-19 4.51% 370,000 $46,266 $116,266 $60,000 $56,266 $42,531
01-Dec-19 $44,687 $44,687 $60,000 ($16,313)
01-Jun-20 4.57% $70,000 $44,687 $114,687 $60,000 $54,687 $39,374
01-Dec-20 $43,088 $43,088 $60,000 ($16,913)
01-Jun-21 4.75% $75,000 $43,088 $118,088 $60,000 $58,088 $41,175
01-Dec-21 $41,308 $41,306 $60,000 ($18,694)
01-Jun-22 4.76% $80,000 $41,308 $121,306 $60,000 $61,306 $42,613
01-Dec-22 $39,406 $39,406 $60,000 ($20,594)
01-Jun-23 4.75% $85,000 $39,406 $124,406 $60,000 | $64,408 $43,813
01-Dec-23 $37,388 $37,388 $60,000 ($22,613)
01-Jun-24 4.75% $85,000 $37,388 $122,388 $60,000 $62,388 $39,775
01-Dec-24 $35,369 $35,369 $60,000 ($24,631)
01-Jun-26 4.75% $90,000 $35,369 $125,369 $60,000 $65,369 $40,738
01-Dec-25 $33,231 $33,231 $60,000 ($26,769)
01-Jun-26 4.85% $95,000 $33,231 $128,231 $60,000 $68,231 $41,463
01-Dec-26 $30,928 $30,928 $60,000 ($29,073)
01-Jun-27 4.85% $100,000 $30,928 $130,928 $60,000 $70,928 $41,855
01-Dec-27 $28,503 $28,503 $60,000 ($31,498)
01-Jun-28 4.86% $105,000 $28,503 $133,503 $60,000 $73,503 $42,005
01-Dec-28 . $25,956 $25,956 $60,000 ($34,044)
01-Jun-29 4.86% $110,000 $25,956 $135,956 $60,000 $75,956 $41,913
01-Dec-29 $23,289 $23,289 $60,000 ($36,711)
01-Jun-30 4.85% $115,000 $23,289 $138,289 $60,000 $78,289 $41,578
01-Dec-30 $20,500 $20,500 $60,000 ($38,500)
01-Jun-31 5.00% $120,000 $20,500 $140,500 $60,000 $80,500 $41,000
01-Dec-31 $17,500 $17,500 $60,000 ($42,500)
01-Jun-32 5.00% $125,000 $17,500 $142,500 $60,000 $82,500 $40,000
01-Dec-32 $14,375 $14,375 $60,000 ($45,625)
01-Jun-33 5.00% $135,000 $14,375 $149,375 $60,000 $89,375 $43,750
01-Dec-33 $11,000 $11,000 $60,000 ($49,000)
01-Jun-34 6,00% $140,000 $11,000 $151,000 $60,000 $91,000 $42,000
01-Dec-34 $7,500 $7,500 $60,000 ($52,500)
01-Jun-35 5.00% $145,000 $7,500 $152,500 $60,000 " $92,500 $40,000
01-Dec-35 ? '$3,875 $3,875 $60,000 ($56,125)
01-Jun-36 5.00% $155,000 $3,875 $158,875 $60,000 $98,875 $42,750
Totals: $2,585,000 $2,423,374 $5,008,374 $3,720,000 $1,288,374 $1,288,374

16-Mar-05 RSA




County of Floyd, Kentucky - Series 2005A General Obligation Bonds

Assumptions:

Average Fixed Interest Rate: 4.82%
Term (years): 30
Annual Lease Payment of Water District: $130,000
Average Annual County Payment: $31,560
Net Period
Payment Date Coupon g:;;ls :tl ;g;en:?’:t Total Payment L::?;i?je Paynézr:ltnli);:e of DZYe E?)(I:rg:j::y
01-Dec-05 $59,407 $59,407 $65,000 ($5,593)
01-Jun-06 2.62% $40,000 $59,407 $99,407 $65,000 $34,407 $28,814
01-Dsc-06 o : ' $58,883 $58,883 $65,000 ($6,117)
01-Jun-07 2.94% $45,000 $58,883 $103,883 $65,000 $38,883 $32,766
01-Dec-07 $58,222 $58,222 $65,000 ($6,779)
01-Jun-08 3.13% $45,000 $58,222 $103,222 $65,000 $38,222 $31,443
01-Dec-08 $57,517 $57,517 $65,000 ($7.483)
01-Jun-09 3.34% $45,000 $57.517 $102,617 $65,000 $37,617 $30,035
01-Dec-09 $56,766 $56,766 $65,000 ($8,234)
0t-Jun-10 3.54% $50,000 $56,766 $106,766 $65,000 $41,766 $33,532
01-Dec-10 $55,881 $55,881 $65,000 ($9,119)
01-Jun-11 3.72% $50,000 $55,881 $105,881 $65,000 © $40,881 $31,762
01-Dec-11 $54,951 $54,951 $65,000 ($10,049)
01-Jun-12 3.87% $50,000 $54,951 $104,951 $65,000 $39,951 $29,902
01-Dec-12 $53,983 $53,983 $65,000 (311,017)
01-Jun-13 4.03% $55,000 $53,983 $108,983 $65,000 343,983 $32,967
01-Dec-13 $52,875 $52,875 $65,000 ($12,125)
01-Jun-14 4.16% $55,000 $52,875 $107,875 $65,000 $42,875 $30,750
01-Dec-14 $51,731 $51,731 $65,000 ($13,269)
01-Jun-18 4.27% $60,000 $51,731 $111,731 $65,000 $46,731 $33,462
01-Dec-15 $50,450 $50,450 $65,000 ($14,550)
0t-Jun-16 4.35% $60,000 $50,450 $110,450 $65,000 $45,450 $30,900
01-Dec-16 $49,145 $49,145 $65,000 ($15,855)
01-Jun-17 4.41% $65,000 $49,145 $114,145 $65,000 $49,145 $33,200
01-Dec-17 §47,712 $47,712 $65,000 ($17,288)
01-Jun-18 4.45% $65,000 $47,712 $112,712 $65,000 $47,712 $30,424
01-Dec-18 $46,266 $46,266 $65,000 ($18,735)
01-Jun-19 4.51% $70,000 $46,266 $116,266 $65,000 $51,266 $32,531
01-Dec-19 $44,687 $44,687 $65,000 ($20,313)
01-Jun-20 4.57% $70,000 $44,687 $114,687 $66,000 $49,687 $29,374
01-Dec¢-20 $43,088 543,088 $65,000 ($21,913)
01-Jun-21 4.75% $75,000 $43,088 $118,088 $656,000 $53,088 $31,175
01-Dec-21 $41,306 341,306 $65,000 ($23,694)
01-Jun-22 4.75% $80,000 $41,306 $121,306 $65,000 $56,306 $32,613
01-Dec-22 $39,406 $39,406 $65,000 ($25,594)
01-Jun-23 4.75% $85,000 $39,406 $124,406 $65,000 $59,406 $33,813
01-Dec-23 $37,388 $37,388 $65,000 ($27,613)
01-Jun-24 4.75% $85,000 $37,388 $122,388 $65,000 $57,388 329,775
01-Dec-24 $35,369 $35,369 $65,000 ($29,631)
01-Jun-25 4.75% $90,000 $35,369 $125,369 $65,000 $60,369 $30,738
01-Dec-25 $33,231 $33,231 $65,000 ($31,769)
01-Jun-26 4.85% $95,000 $33,231 $128,231 $65,000 $63,231 $31,463
01-Dec-26 $30,928 $30,928 $65,000 ($34,073)
01-Jun-27 4.85% $100,000 $30,928 $130,928 $65,000 $65,928 $31,855
01-Dec-27 $28,503 $28,503 $65,000 ($36,498)
01-Jun-28 4.85% $105,000 $28,503 $133,503 $65,000 $68,503 $32,005
01-Dec-28 $25,956 $25,956 $65,000 ($39,044)
01-Jun-29 4.85% $110,000 $25,956 $135,956 $65,000 $70,956 $31,913
01-Dec-29 $23,289 $23,289 $65,000 ($41,711)
01-Jun-30 4.85% $115,000 $23,289 $138,289 $65,000 . $73,289 $31,578
01-Dec-30 $20,500 $20,500 * $65,000 ($44,500)
01-Jun-31 5.00% $120,000 $20,500 $140,500 $65,000 $75,500 $31,000
01-Dec-31 $17,500 $17,500 $65,000 ($47,500)
01-Jun-32 5.00% $125,000 $17,500 $142,500 $65,000 $77,500 $30,000
01-Dec-32 $14,375 $14,375 $65,000 ($50,625)
01-Jun-33 5.00% $135,000 $14,375 $149,375 $65,000 $84,375 $33,750
01-Dec-33 $11,000 $11,000 $65,000 (354,000)
01-Jun-34 5.00% $140,000 $11,000 $151,000 $65,000 $86,000 $32,000
01-Dec-34 $7,500 $7,500 $65,000 ($57,500)
01-Jun-38 5.00% $145,000 $7,500 $152,500 $65,000 $87,500 $30,000
01-Dec-35 $3,875 $3,875 $65,000 ($61,125)
01-Jun-36 5.00% $155,000 $3,875 $158,875 $65,000 $93,875 $32,750
Totals: $2,585,000 $2,423,374 $5,008,374 $4,030,000 $978,374 $978,374

16-Mar-05 RSA




County of Floyd, Kentucky - Series 2005A General Obligation Bonds
Assumptions:

Average Fixed interest Rate: 4.82%

Term (years): 30

Annual Lease Payment of Water District: $140,000

Average Annual County Payment: $21,560

Payment Date Coupon l;rlncipal interest Total Payment Less Lease Paynite:teg?fei of FY Payment
ayment Payment Payment County Due of County
01-Dec-05 $59,407 $59,407 $70,000 ($10,593)
01-Jun-06 2.62% $40,000 $59,407 $99,407 $70,000 $29,407 318,814
01-Det-06 $58,883 $58,883 $70,000 $11,117)
01-Jun-07 2.94% $45,000 $58,883 $103,883 $70,000 $33,883 $22,766
01-Dec-07 $58,222 $58,222 $70,000 ($11,779)
01-Jun-08 3.13% $45,000 $58,222 $103,222 $70,000 $33,222 $21,443
01-Dec-08 $57,517 $57,517 $70,000 ($12,483)
01-Jun-09 3.34% $45,000 $57,517 $102,517 $70,000 $32,517 $20,035
01-Dec-09 $56,766 $56,766 $70,000 (313,234)
01-Jun-10 3.54% $50,000 $56,766 $106,766 $70,000 $36,766 $23,532
01-Dec-10 $56,881 $55,881 $70,000 (314,118)
01-Jun-11 3.72% $50,000 $55,881 $105,881 $70,000 $35,881 $21,762
01-Dec-11 $54,951 $54,951 $70,000 ($15,049)
01-Jun-12 3.87% $50,000 $54,951 $104,951 $70,000 $34,951 $19,902
01-Dec-12 $53,983 $53,983 $70,000 ($16,017)
01-Jun-13 4.03% $55,000 $53,983 $108,983 $70,000 $38,983 $22,967
01-Dec-13 $52,875 $52,875 $70,000 ($17,125)
01-Jun-14 4.16% $55,000 $52,875 $107,875 $70,000 $37,875 $20,750
01-Dec-14 $51,731 $51,731 $70,000 ($18,269)
01-Jun-15 4.27% $60,000 $51,731 $111,731 $70,000 $41,731 $23,462
01-Dec-15 $50,450 $50,450 $70,000 {$19,550)
01-Jun-16 4.35% $60,000 $50,450 $110,450 $70,000 $40,450 $20,900
01-Dec-16 $49,145 $49,145 $70,000 ($20,855)
01-Jun-17 4.41% $65,000 $49,145 $114,1458 $70,000 $44,145 $23,290
01-Dec-17 $47,712 $47,712 $70,000 ($22,288)
01-Jun-18 4.45% $65,000 $47,712 112,712 $70,000 $42,712 $20,424
01-Dec-18 $46,266 $46,266 $70,000 ($23,735)
01-Jun-19 4.51% $70,000 $46,266 $116,266 $70,000 $46,266 $22,531
01-Dec-19 544,687 344,687 $70,000 ($25,313)
01-Jun-20 4.57% $70,000 $44,687 $114,687 $70,000 $44,687 $19,374
01-Dac-20 $43,088 $43,088 $70,000 ($26,913)
01-Jun-21 4.75% $75,000 $43,088 $118,088 $70,000 $48,088 $21,175
01-Dec-21 $41,308 $41,306 $70,000 ($28,694)
01-Jun-22 4.75% $80,000 $41,306 $121,306 $70,000 $51,306 $22,613
01-Dec-22 $39,406 $39,406 $70,000 ($30,594)
01-Jun-23 4.75% $85,000 $39,408 $124,406 $70,000 $54,408 523,813
01-Dec-23 $37,388 $37,388 $70,000 ($32,613)
01-Jun-24 4.75% $85,000 $37,388 $122,388 $70,000 $52,388 $19,775
01-Dec-24 $35,369 $35,369 $70,000 ($34,631)
01-Jun-25 4.75% $90,000 $35,369 $125,369 $70,000 $55,369 $20,738
01-Dec-25 $33,231 $33,231 $70,000 ($36,769)
01-Jun-26 4.85% $95,000 $33,231 $128,231 $70,000 $58,231 $21,463
01-Dec-26 $30,928 $30,928 $70,000 ($39,073)
01-Jun-27 4.85% $100.000 $30,928 $130,928 $70,000 $60,928 $21,855
01-Dec-27 $28,503 $28,503 $70,000 ($41,498)
01-Jun-28 4.85% $105,000 $28,503 $133,503 $70,000 $63,503 . $22,005
01-Dec-28 $25,956 $25,956 $70,000 ($44,044)
01-Jun-29 4.85% $110,000 $25,956 $135,956 $70,000 $65,956 $21,813
01-Dec-29 $23,289 $23,289 $70,000 ($46,711)
01-Jun-30 4.85% $115,000 $23,289 $138,289 $70,000 $68,289 $21,578
01-Dec-30 ’ $20,500 $20,500 $70,000 ($49,500)
01-Jun-31 5.00% $120,000 $20,500 $140,500 $70,000 $70,500 $21,000
01-Dec-31 $17,500 $17,500 $70,000 ($52,500)
01-Jun-32 5.00% $125,000 $17,500 $142,500 $70,000 $72,500 $20,000
01-Dec-32 $14,375 $14,375 $70,000 ($55,625)
01-Jun-33 6.00% $135,000 $14,375 $149,375 $70,000 $79,375 $23,750
01-Dec-33 $11,000 $11,000 $70,000 ($59,000)
01-Jun-34 5.00% $140,000 $11,000 $161,000 $70,000 $81,000 $22,000
01-Dec-34 $7,500 $7,500 $70,000 ($62,500)
01-Jun-35 5.00% $145,000 $7,500 $152,500 §70,000 $82,500 $20,000
01-Dec-35 : $3,875 $3,875 $70,000 ($66,125)
01-Jun-36 5.00% $155,000 $3,875 $158,875 $70,000 $88,875 $22,750
Totals: $2,585,000 $2,423,374 $5,008,374 $4,340,000 $668,374 $668,374

16-Mar-05 RSA
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BEFORE THE STATE LOCAL DEBT OFFICER OF KENTUCKY

CASE NO.
In the Matter of

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.

ThePetitioners, COUNTY OF FLOYD, KENTUCKY, apolitical subdivision of the 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 BEINCREASED ORDECREASED BY AN AMOUNT
not TO exceed 10%) of its county of Floyd, kentucky general obligation SUPPORTED REVENUE
bonds, series 2005A [the “2005A bonds” or the “bonds”]

T R T SO

Now comes the Petitioner, the County of Floyd, Kentucky (the "County") and states:

1. Thatitis a county in the Commonwealth of Kentucky 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 of public water line extensions and improvements in the
County (the “Project”).

3. The Fiscal Court 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 enier into such
obligations without first obtaining the approval of the State Local Finance Officer.




WHEREFORE, the Petitioner, the County of Floyd, Kentucky, prays on behalf of itselfand 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, Kentucky, and that I have read the foregoing Petition and that the facts stated therein
are true to the best of my knowledge 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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Book DI Page |19

LEASE AGREEMENT

By snd Among

FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES
CORPORATION

and

COUNTY OF FLOYD, KENTUCKY

FEEOPEELES

Dated es of:
October 15,2001

NOTICE: The interest of the Floyd County, Kentucky Public Properties Corporation in and to this Lease has
boen assigned to Citizens Natinnal Bank, ummofmamzawodbylcmﬂn!ﬂmeboed
of Trug by wd betwoen the Trustee and the Floyd County, y Pubilic Propert!
dated as of October 18, 2001,

A ~T T R i




Book 472 Page 180

Buok DI Page B0
LEASE AGREEMENT

This LEASE AGREEMENT (tho "Lease™ is made, entered into and effective as of the 15% dsy of
October, 2001, by and among the FLOYD COUNTY, KENTUCKY PUBLIC PROPERTIES
CORPORATION, a public nonprofit, nonstock corporation organized and existing under the laws of the
Cmnmcnwnlth of Kentucky for the  pusposs of serving as xn sgenoy and instrumentality of the County in
thefi g of public, g projects in and for the County (the "Corporation*); und the COONTY
OF FLOYD, KENTUCKY (ths "County™), & de lure body politic and political subdivision of the
Commonweslth of Kentucky acting by and through its Fiscal Court,

WITNESSETH

WHEREAS, the Corporetion is a fi k public and g I corporation duly
cryniud under and existing by virtus of the laws of the Commonwealth of Kentucky for the purposo of
serving as the agency and instrumentality and the constituted authority of the County in financing the
construction and installation of necessary public govemmental projects for use by the County in furtherance
of the proper public purposes of the County; wnd

WHEREAS, the Corporation has, at the direction of the County, heretofore authorized its Floyd
County, Keatucky Public Properties Corporation Fixst Mortgage Reveaue Bond Anticipation Notes
Project), Serles 2001, in a principal amount of spproximately Two Million, One Hundred Seventy-five
Thousand Dollars ($2,175,000) (the *Notes"), and its Floyd Connty, Kentucky Public Properties
Corpontlon First Morigage Revenue Bonds (Water Project), Serles 2003, (or such other series as may

ined by the C ion) in tho principal amount of $2,175,600 (the "Bonds") out of
which the Notes will be pald said Notes or Bands are being issued In order to finance all or a portion of the
and I of lines in the County {the “Project™); and

'WHEREADB, the borrowing by the Corporation of the amount represcated by the Notes or Bonds,
the upplication of the proceeds of the Notes or Bonds to the p id, und the
dcllvcry by its officers on its bchalf' of the Notes or Bonds s hminaﬁar set forth, svidencing ﬁw
fiho C wtion, acl yby its offi itsbehalf
of the Mortgage or Second Moﬂguge hereinafter idontified, for seouring the payment \hmof. fan been
suthorized and directed by Resolutions of the Board of DI of the Corpx at g9 duly called
and held for the purposes of authorizing the Notes or Bonds at which times the Board of Directors of the
Corporation voted, ordered and directsd the issuance thereof, voted for the sdoption of said Regolutions as
set forth in the records of the Corporation and suthorized and approved the xecution of Mortgages, this
Leass and the fssuance of the Notes or Bonds; and be pald off with Bonds proceeds upon issuance of the
Bonds; and

WHEREAS, ths Notes aro to be lssusd for the purpos of allowing the County to construct and
install waterlines within tho County, said Notes to be iysued in anticipation of the lssuance of the Bonds; mnd

WHEREAS, tho Notes are to bo lssued pursuant to the autherity of a Mortgage Dead of Trust, dated
Ogtobor 15, 2001, relating solsly to the Notes, but secured, In pant, by the assignment of the Rentals and
Pladged Roceipty Mentified in thiy Leass; and

WHEREAS, the Bonds are 1o be Issued pursuant to the suthority of a Second Mortgage Deed of
‘Trust, which will be executed and entered into at the time of the issuance of the Bonds, g pertion of the
proceeds from which Bonds will be used to retire the principal, and accrued interest on the Notes; and
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WHEREASB, ths Corpontion and the County have entered into this Lesso pursuant to which the
fon has, at the direction of the County, agreed to suthorize and issue the Notes or Bonds to pay the

C
costy of the Project; and

'WHEREAS, it is sppeopriate at this time, pursuant to the direction of the County, that this Lease
be consummated by and among the parties so that the Projmmaype financed and completed forthwith;

NOW, THEREFOQRE, IN CONSIDERATION OF THESE PREMISES AND IN FURTHER

_ CONSIDERATION OF THE ISSUANCE BY THE CORPORATION OF FLOYD COUNTY,

KENTUCKY PUBLIC PROPERTIES CORPORATION FIRST MORTGAGE, REVENUE BOND
ANTICIPATION NOTES (WATER PROVECT), SERIES 2001 IN A PRINCIPAL AMOUNT OF
APPROXIMATELY TWOMILLION, ONE HUNDRED SEVENTY-FIVE THOUSAND DOLLARS
(52,175,000) (THE “NOTES"™), AND IT8 FLOYD COUNTY, KENTUCKY PURLIC PROPERTIES
CORPORATION FIRSTMORTGAGE REVENUE BONDS(WATER PROJECT), SERIES 2003, IN
THEPRINCIPAL AMOUNT OF $2,175,000 (YHE "BONDS"), FROM WHICH THE NOTES WILL
BE PAID, THX CORPORATION AND THE COUNTY MUTUALLY COVENANT AND AGREE AS
FOLLOWS:

SECTION . Definitions. Unless the contsxt clearly indicates some other meaning, the following
wards end terms shall, for all purposes of this Lease, have the following meanings:

*ACT" shall mean Section 38.180 and Sectlons 273,161 to 273.390, inclusive, and §567.080 and
67,083 and §58.010 to 58,140 of tho Kentucky Reviscd Statutss, 23 tho same mey from timo to time be
amended.

"ADDITIONAL BONDS" shall mean and refer to any bonds issued afler the date hereof which shalt
boon a parity as to security and source of payment with the Bonds and which are issued in order to camplets,
amend, siter or modify the Projsct and/or to refund a portion of the Bonds then outstanding.

"AUTHORIZED QFFICER" ehall meen, with respect to the Corporation, the Chairman, President,
Sscretaty and/os Treasurer, and ey 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._wilh respect to gho

County, the Judgs/Bxecutive and any officer, agent cr employoes duly by or
of the County to perform the act or sign the documont in quostion.
"BOND COUNSEL" shll mean Cox, Bowling & Job P.LL.C, Lexington, Kentucky.

*BOND REGISTRAR” shall mean the registrar for the Bonds so designated in the Morigage.

*BONDHOLDER™, “NOTEHOLDER" and "HOLDER" or "QWNER" shall mean the person tn
whose nams a Bond or Note iz registered or the Beneficial Owner thereof,

"BONDS” shatl mean any of the §2,175,000 princlpal amount (plus or minus 10%) of Floyd County,
K Xy Public Propertics Corporation First Mi R Bonds (Water Project), Series 2003, and
any Additional Bonds,

"CERTIFICATE" mean adacument signed by an Autho-ﬁwd Officer of the Corporntion or the

County g toor ging the or other mattery dhercin stxted. .
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"CORE" shall mean the Intsmal Revenus Code of 1986, as amended, and applicable Rogulations
promufgated thereunder,

"COMMON SPACE" means thet partion of the Project and Project Site ubilized by the County.

"CONSTRUCTION FLIND" shall mean the Construction Fund created pursuant to the Morgage
Deed of Trust,

"CORPORATION" shall mean Floyd County, Kentucky Public Properties Curpon:ion. amnpmﬁt,
k public corporati d and existing uider the Actand K k
Seotion 58,180 and Soctions 273,161 10273.399, inclusive, ofthe Kenmckyknvlsed Smutu forthe purpose
of scting on behalf of the County in financing lhe Project.

"COSTS OF ISSUANCE" shall mean the costs of issuing the Bonds,

"COST OF 1SSUANCE FUND" shall mean the account so designated which e established and
created pursuant fo the Mortgage or Second Martgage,

"CQUNTY" shall mean the County of Floyd, Kentucky, a politicn] subdivision of the Commonwealth
of Kentucky, acting by and through its Piscal Court,

"QE‘QSM‘ shail mean any bank or trust company in which ys i any Fund may be-
d g the application of such funthroJocturthe payments on the Bonds,

¥ P

" " means the "AUTHORIZATION FOR BLECTRONIC DEPOSIT
QF YENDOR PAYMENT" attached to the Leass which shall bo exacuted by the County to effect the wire
transfer of Rentals due from the County hereunder directly to the Trustee under the Morigage ar Second
Mortgage.

" or "FIDUCIARIES" shall mean the Trustes, any Depository or Depositories, or all
of them, as msy be sppropriate,

"FUNDS" shall mean, collectively, all funds and blished p to the Moxtgage or
Second Mortgage.

" " shall mean the obligations and investments identified in the
Mortgage or Second Mortgage.

"LEASE" shall mean this Lease Agreement entered Into by and between the County and the
Corporation, dated October 15, 2001,

"MORTGAGE" shall mesn the Mortgage Deed of Trust dated as of October 15, 2001, by and
between the Corporation and the Trusteo whereby there is assigned to the Trustee for the benefit of the
Owners of the Notes, all of the rights of the Corporation srising In and by virtue of this Lease, and incloding
without limitation sil of the Pledged Receipts.

" shall mean the account so desi d which {s estabfished and created

pursuant to the Mortgage.
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Carporation First Mortgeg icipation Nates (Water Projoct), Series 2001,

"QUITSTANDING" when used with refarence tothe Notes or Bonds, or any Additional Bonds, shafl
maan, as of any date, all Notes or Bonds therotofore or then being authenticated and delivered under this

Mortgage, except:
6] Notes or Bonds canceled by the Trustes ot o prior to such date;

(i)  Notes or Bonds (or portions thereof) for tho payment or redemption of which there shall be
hold in trust under the Morigage (whether at or prim' to maturity or redemption dute) (a)
cash, equal to the principul amount of redemption price thereof, as the case may be, with
intorest to the dato of ty of ption date, or (b) In Obligations as defined
inclruse (i) of the definition of Investment Oblxsmom, In such principal amounts, having
such maturitios and bearing such Interest, which, together with cash, if any, shali bo
sufficient to pay when due, the principal amount or redemption pricoe, ag the case may be,
with interest to the dats of maturity or redemption date; provided that if such Netes or Bonds
are 1o be redoemed, notice of such redemption shall tuve been given as in the Morigage
provided, or provision satisfactory to the Trustoo shall have been made for the giving of
such notice;

(i) Nous or Bonds in lmu of or in substitution for which other Bondy shall have boen
d and d to this Mortgage; sud

(fv)  Notes or Bonds doemed to have been paid as provided in the Morigage,

BAXINQ_AQENT‘ slmll mean Ciwm Nuﬁoml Bmk, and any bank or trust company hereaftor

designated, and its ppointed, 85 paying agent for the Bonds,
“PERSQN" shall mean or words impcxﬁng persans shall mean firms, associations, partnerships, joint
ies, cstates, trusts corp gover Fbodies, other lagal entities and naturnl
persons.
"PLEDGED RECEIPTS"

(0] shall mean all lcase Rentals paid to or upon the order of the Corporution pursuant to the
Lease, including both timely and delinguent payments with late charges, if any;

(i)  shall mean and include eny and all appropriations and payments made to the Corporation
by the Ccunty or ety other unit of govemmant to thoe extent not otherwise required to be

applied, nor otheywi itted and budgeted by the Corporation during any fiscal period
of the Corporation;
(iii)  shall mean all interest eamed and galns reafized on U Obligations unless the

Mortgage Deed of Trust specifically requires such interost enmed and gaing realized to
remain in a particuler fund or to be transferred to a particular fund;

(iv)  shall mean and include all rights erising under any construction agreemeont for the water
plpelme md the Lease, lnclud!ng, but not by way of limitation, the duty of the County to
Iy operate, in, insure, replace and renew the Project during the term of the
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Lease and during any renews! terms thereof;

(] shall mean and include all amounts in all funds and created | der, includil
capitalized interest; provided that the amount in the Rebate Fund shall not constituts
Pledged Receipty; nnd,
(vi)  shall mean and Include mny lized from the forec) and d | sale of the
Project.

"PRQJECT" shalf mean the construction and installation of waterlines within the County and the
peration of 8 water distribution system in Floyd County, Kentucky.

" ghall mean the real estate or easemtent upon which tho waterlines or pipolines are
located ay described in an Exhibitto the M or Second M

" ghall mean the fund so d
Mortgage or Second Mortgage.

ignated, which s established and crested by the

"REFUNDING BORDS™ shiall mean andrefer to any bondy ivsured by the Corporation, the County-
oF Buceessor corporation, the Interest of which is exempt from taxation and the proceeds of which are used
1o refund or refinance the Bonds,

"RENTAL PAYMENT DATES" means the dates specified in the Leass,

or 'BENI‘ALBAX_MEHI&' means tho puymamsdua from the County under this Lease
in ﬂw annusal amount of principal and interest p g any premiums plus costs,

" ghall mean the Resolution duly adopted by the C n authorizing the
insuance of the Bonds and the execution end delivery of 1be Mongngc Deed of Trust nnd the Lease, and
stating the intent of the Carporation to issus the Bonds,

“SECOND MORTGAGE" shinil mean the Mortgage Deed of Trust to be dated a3 of the date of the
Bonds, by and between the Corporation and the Trustes wherehyy there ia nssigned to the Trustee for the
benofit of the Owners of the Bouds, all of the rights of the Corporation arising in and by virtue of this Leuse,
and inoluding without limitation ali of the Pledged Receipts,

YSINKING FUND" abal] mean the fund so designated for payment of princips! of and interest on,

srd promium in respect of, the Bonds, which Is establishod and created | to the Mortgage or Second
Mortgage.
*TRUSTEE" shall moan Citizens Nations! Bank, its ar , and any other banking

gorporation which may st any time be substituted in its place pursuant to this Mortgage,

LR e
Congection with Profect, The Cozpoulinn, hzvlng bom duocted 10 Iwue the Natu ot Bonds for ﬂm
financing of the Project for and on behalf of the County, hercby scknowledges that it is acting pursuant to
the Act for and on behaif of the County, and as the sgency and instrumentality and constituted avthority of
the County in carrylng out such actions pursuant to the laws of the Commonwealth,
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Tn order to provide interim financing for the Project and specifically to provide financing for the
construction of pipolines and the acquisition of real estate or casements nocessary for the devolopment and
construction of the Project, the Corporation has suthorized its Notes in the principal amount of $2,175,000
(plus or minus 10%) all in sccordance with the terms and provision of a Morigags Deed of Trust, dated aa
ot‘ Octobcr 15, 200! Fuﬂber in order to provide funds for the permanent financing of the Project, the

hu ﬁu' of its Bonds in the principal amount of $2,175,000 (plus or minus
lu%)all in accordance with the terms and provisions of s Second Mortgage Deed of Trust, to be dated after
the date hereof, thoe procoeds from which Bonds will ba used, in part, to pay the principal and interest on the
Notes nndthemaﬁerﬂw ining costs and exp of the development and ion of the Project.

SECTION 3. Countvio Act s Agent. In conmection with the issuance of the Notes or Bonds, the
Corporation heroby designatey the County as its agont for sll purposes of the Project including, but not
limited to;

Iy acquiring real estate or easements for the Project;

(i)  causing the planning and design of the Project and approval thereof by all applicable
regulatory agencles;

(ifi)  cenmsing construction bids to be secwred in respect of the Project with due regard to the
provisions of Kentucky lsw;

(iv)  entering into construction agreements with respect thereto; and,

() opomtion and maintenance of the water system and Project including, but not fimited to,
providing water service, billing and overall management of the Project and water
distribution system in Floyd County, Kentucky.

(vi)  for the performanoe of ell athor duties customarily incldent to the forogolng provisions of
subparagraph (i), (if), (ii), (iv) and (¥).

Actions taken by the County In such ly affirmed and ratified by the Carporation.
The County covenants and agreos that the Pm_;acl shnllualltlmesbooccupicd a.nd used by it during theterm
of this Lease sofely for public, governmental purposes, .

SECTION 4. Mortgage Anthorized: Lesse Assigned, In order t6 socure the payment of principal
of, interest an, and premium, if any, on the Notes, the County directs that the Corporation executo the
Mortgage to the Trustee for the y, benefit and ¢ ion of the Ownors of tho Notes, xa & first priority
mortgage lien upon the Project Slu:, goth with ulf @ constructed and instalied thereon
constituting the Project (said site being identified in Exhiblt “A" ttached to this Lense) and that pursuant
1o sald Mortgage ali rights, title and interest of the Corporation in and to this Lease, the proceeds of the
Notes, the Project Sito, the Project, the Pledgsd Recelpts and all payments to ba made by tho County pursuant
to this Leass shall bs assigned by the Corporation 1o the Trustec,

Upon the exscution end recordation of the Second Mortgage, as provided herein, and the full and
finaf payment of all principal and interest on tho Notes that has been paid from Bonds procesds, the lien
created by the first Mortgage Deed of Trust shall be released and the lien created by the Socond Mortgpgn
shall establish afirst priority mortgage licnupan the Project Site, together with all imp
and ingtalled thereon constituting the Projest,
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The County heroby s i , accepts noticeofsald assignments und the County

covenants and agrees 1o make their Renn! Paymcnb in the amounts herein stipulated, directly to said
Trustee, 50 that the same may be roceived by said Trustee for the Gwners for application in strict sccordance
with the terms and provisions of the Mortgags. This Lease msy be assigned by the Corporation to the
Trustee of sny Notes or Bonds issuoed to refund or defease the Bonds or Second Mortgage 18 the case mey
: be, fssued after tho date hereof; and further provided that neither the torm of this Lesss nor the term of the
i Notes or Bonds shellbe-oxtendad.

‘The County hereby ngroos that as to the Trusice, their ohligations to make payments herounder shali
be absoluts and unconditiona! (subject to the rights to rensw, as herein sat forth), and shali not be subject
to any defenes or any right of set-off, counterclaim or recoupment arising out of any breach by the
Corporation of any obligation to the County, whethier hereunder or ctherwise, or out of any indehtadness or
liability atany time owing tothe County by the Corporstion. The Corporetionhereby d!mmﬂchlmtymd
the County hereby agrees to pay directly to Trustee alt of said Renta} P P by them
to this Lease,

; SECTION 5. Lease of Profoct by the County, County hercby leasou from the Corporation and the
i Carporation hereby lenses to the County, the Project Site, described in Exhibit “A”, and the Project, foran
initial period from the date of this Lease until June 30, 2002, or such carlier dato in the event the Bonds are
issued and the proveeds thereof are used to retire tha principat and interzst on the Notes, The County shall
have the right to renew this Lease, so long as the Notes are outtantfing in accordance with the terms and
provisions otherwiss set forth in this Lease.

It is tho stated intention of the partics hereto that the proceeds from the issusnce of the Bonds shall
beused, In part, to pay the principal and interest n the Notes, the Parties agresing that the acquisition of the
real cstate s Int:nded for and constitutes & part of the Project.

As consideration for the Ioase of the Project. und Pm;ect Site, the County agrees 10 pay Rentals in
an amaunt equal to the annual principal and intsrest g any premium) duo on the Notss or Bonds as
set forth in Exhibit “B", whioh is an ization schedulo for the pay of ipal and interest on the
Notes. Rentals shnll be paid at least ons (1) business day before the due dau of any payment of Interest,
principal, or premium, ifany. Rentale may be adjusted to reflect any cost or oxp which the Carparati
may incur which shall be an obligation of the County,

The Rentals shall be payable directly to the Trustee,

SECTION 6, Insurante on Legatd Prolect, In sddition to th Rentals, County agrees to pay for
property insumncb on the Project. The County provides that all i

and all i bl tobe d and located upon !hei’mject Sita, ers insured to the full
insunble vuluo thvmof against alf cnma!nos, in good and mivont insurance companies (with mndud
....... , ifany, i

o pay the maximum pﬂnc:pal of and interest commg due on the Bonds dumg wny /loaso period in the event

of damage ordestruction to the Project rendesing the Project unuseable by County for ts intended purposes
N duringa uction-or repale period); and the County will malke said policles payable to-the
; Carporation and the Trustee as their respective interests may appear, or cause said policies to be endorsed
in an appropriste manner 5o that in the event of logs the proceeds thereof will be payable to the County, the
Corporation, and the Trustee, as their interests may appoar,

SE at iz ance spi Reoal Profect, T)wCuumyagmsmmmngethe
Pm)Mﬂndopm'mthowmr distribution system and al} squi and i {0 in and repair the

ak ¥i¥
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same at the expenss of the County, to keap all equipment and improvemeats theroon in good repair, working
order and first-class condition, and to return the same in a3 good condition as when received, ordinay wear
and tear, accidental damage by the eloments, and other unavoidsblo casusities excepted, The County further
agrees to pay any and all Improvement assessmonts of sny kind whatover against said properties hercby
leasod. Tha County hax and does herehy covenant for the benefit of the Owners from time to time of the
Notes or Bonds, that it wilk:

[%)] causo the Project to comply with stats, focal and foderal regulati ficable th

B PP

(it} operate, manage, maintain snd repair the Project;

ity  adequately insure the Project against casualty foss, with any insurance policies to name the
County, the Corporation and the Trustes as banoficiaries, a5 their interest may sppear,

SECTION 8. Damnge or Destruction to Projact, In the cvent destruction, total or partial shall
ensue, there shall first bo spplied all p ds of i ny ghall be y to fully restore and repair
tha Project to make tho Project suitable for its intended use within twenty-four months of the date of such
damage or destruction. So long asthe County is continuing with the repair and restoration of the Project and
the Project can continue fo bo vaed for #s intended purposes, the County agrees that they witl bo bound by
the terms of this Lease and will continue to pay the Rentals herein stipulated to the Corporation. In the event
the Project cannot bo repaired or restored to make the Project suitable for ity intendod use within twenty-four
months of the date of damage or d oz, all p ds of | coverage will be spplied to the
discharge of the Notes or Bonds, subject to the pravisions of the Mortgage.

SECTION 9, Relinguishassat of Froject at End of Lease Term. Subjoct to the provisions of
Section 10 heseof, Connty agrees to relinguish the Project without any demand and without any notice at the
expiration of the initial terms ending June 30, 2002, and the County egrees to keep tho Project In good repair
und avoid any damags to tho same (other then ordinary wear and tear) during the occupancy thereof by the
County,

SECTION 10. County May Renew Lease,

(i On July § ofeach year, this Leass may be renowed by the County for another period of one
year, provided that if the Lexso s so renswed, the Rentals for ench such period during which
this Losss remailia i effece, s regards the County, shall be s sum equal to the amounty set
forth in Exhibit B, This Lense renewa! shall automaticafly be considered to have been
ffirnativoly cxavcised cach year by the County, unloss notice of its eloction notto exercise
the option for the period be given by the Comty to the Corporstion and the Trustes in
writing at Jeast 60 days prior 1o the reaswal date hereof,

()  Actions taken by the County pursuant to this Leass in respect of operating, managing,
meintaining snd insuring the Project shall be carried out in a manner consistent with actions
taken in respect of similar Iacilities of the County, and evidence thereof shall be fumished
snnually by the County to the Trustee. All Rentals payable in each year (if this Leass is
renewed for such annus] periods ssherein provided) shell be paysble to the Corporati
the County in & sum equal to the amount of the semiannusl interest payments due during
each year and the principal amount of the Notes or Bonds maturing during each year in
immediately available funds st least ons (1) business day prior to tha dats for which a
payment of intsrest or principal is dus on the Bonds directly to the Trustee, It is now
anticipated that the Rental payment shatl be effected by wire transfer,
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SECTION 11, Qnly Ancnal Poriods Deemsed Obligntions, Following the initial fease period for
the County Date until June 30, 2002, nothing herein contained shatl be construed a3 binding the County for
the payment of the Rentals as set farth above beyond the Rentsls for the current annual period, but said
Cuumyshalllncashannunl 1 period b indebted to the Corporation for such period only upon
the exerciss of its option to renew as provided herein,

SECTION 12, County to Have Exclustvo Possession of Project, During the initial term of this
Lease and during each term for which it may be renswed, the County shall have full possession, control and
operation of the Project and the Project Site, and dm Connty a@ux that it will, at its own expense, and
operats the same or causs the same to be operat: ble public stendards and In such
manner a3 to promots and preserve the pubiio safety, hcalth, eoavnmmcu, protection and general welfuro of
the inhabitants of the County.

SECTION 13, Option to Acquire Project, It is fusther specifically agreed that the County may, at
any time, acquire titls to the Projoct fres and clear of the Hen of any Morigage which sectres ths Notss or
Bonds of the Corporation, by giving the Corporation snd the Trustee st feast 60 days notice in advance, in
writing, of its intention to purchmso the Project and by paying to the Trustee for the Bondholders or
Nobhnlders, on or before the date set forth In such notzee, & sum equal to the principel, interest end

jum which the Corporation will be obligated to pay if it calls fl of the outstanding Notes
or Bonds for redemption on such date, together with & frther sum equal {o the expenses which the
Corporation and the Trustee may incur in calling alt of the Outstending Notes or Bonds for payment on said
dn(e Upnn the happening of any wch svent and the issnance by the Trustee of an appropriate certificate
ev the pay and or 2 of all Notes or Bonds, the Corporation ahall
immediately canvay all ity right, title and interest in the Project to the County, free and cloar of &l lons and
encumbrances created by and under any Mortgagoe.

Notwithstandingamything heveirr i th y: thre County reserves the rightat all times during the
term of this Leass, to obtain unenoumbered title to the Pm;c:t by depositing Into the Sinking Fund or Note
Payment Fund, monoys sufficient {o pay all princlpal, premium, if any, and intereston the Outstanding Notes
or Bonds to a permitted date of redemption, together with sufficient additional moneys to redesm and
discherge all Qutstanding Notes or Bonds on such redemption dataormdapoait im the Smking Fund, such
principal amount of Obligations as shall, with gs theroon, p such identical result.

SECTION Id; Relvase of kapd, Notwithstanding any other provisions of thifs Leass, the
Corpom!onmnycancelthul.cuevnihmspecttooemlupon&ensomemjmsmxmdmhcearcummnccs
and subject to the conditions set forth In the Martgage or Second M

SECTION 1% Amendmonts, Notwithstanding any other provision of this Lease, the partics hereto
may any time and from me to time supplement or makes any amendment or change hereln to;

) oure any formal defect or ambiguity as permitted by the Mortgage;

(i)  conform the provisions of this Leass to any amended pravisions of the Mortgage;

(i) make y or advisab} d in fon with the i of renewal notes
or additional bonds in accordance with the terms of the Mortgage;

(iv).  achievs compliance with any federal tax law;

) maintain or improve any rating on the Bonds;
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(vi)  provide for the veleass of {and pursuant to snd subject to the conditions speoificd in the
Mortgage;

(vli)  mchi pliance with any applicable statutery changs case law or Supreme Court
Mzndate;

SECTION 16, Rlgktx of Coxnty Survive Evests.of Defgult, Shoutd the County fail to pay the
stipulated Rontals duo under this Lease, or during any year for which it is renowed, and the County fails to
cure such defuult within 30 days, at the tintes herein stipulated, all rights of the County and all fistare options
hereln granted to the County in respect of pryments in whole of the Notes or Bonds shall in any eventremain
in full forco and effect; provided that the Trustes under the M shall, upon tho of an ovent
of defuult, bo entitled to take certain actions for the benafit of the Owners of the Notes or Bonds, including
foreciosurs of the mortgage lien on the Project and sala thereof, but no such aale shall result or give rise to
u deficiericy judgment of any type or in any amount against the County o the Corporation, and until such
salo the County may at auy time discharge the Bonds or Notes and the intorest thereon, in which event the
County shalf receive unencumbered foe simplo title to the Project Site and the Project.

SECTION 17. Rights of the Conuty Survive Defalts by Others. If tho County shall renew this
Leaso from year to yeer, in the menner herein provided, and shail promptly pay in cach ysar tho Rentals
stipulated for pach year, and shall well and truly keep and perform each and every covenant xnd condition
herein stipulnted for performance by them, or cause same 1o bo well and truly kept and performed, then it
{3 spocitically sgreed that 15 Leaso and ull rights of the County under the terms hereof shatt continue in folt
foree and offect the County shiatl have the right to the posseasion and uss of the Project hersin described, and
the County shall have ths right to continue renewing this Lease as herein provided, notwithstanding any
fuilure on the part of the Corporation to apply the Rentals so paid to it by the County to the retirement of the
principal and Interest of the Notes or Bonds, and notwithstanding eny default in the payment of the Notes
or Bonds or interest resulting from such failure on the part of the Carporation, even though the rights
securing the Notes-or-Bonds may be-enforcad: by tho- Trustoo for the benefit of the Owners of the Notes-or
Bondy; and such enforcement, sither voluntary or involuntary, shall not be cause for canceliation or
avoidance of this Lease by the County or the Corporation.

SECTION 18, Defaxlt by Corporation or Connty, If the Corporation or County shall fail to kesp
or perform any of their obligations.ss. provided. in. this.Lease in respect to:

(i). maintenance of insurance;

()  operation, mansgement, ropairs and maintenance of the Project; and/or

(i)  compliance with legal or insurance requirements under the Lease,

The Trustes without waiving or releasing the Corporation or County from any obligstion under the
Mortgage or this Lease, as an additional but not oxclusive remedy, the County may make any such payment
or perform any such obligation, and alf sums so pald by the County and il necessary incidental costs and

expensos incusred by the County In performing such obligation shal be a credit against amounts payable by
it under this Lesse In an amount equal to ruch advances, notwithstanding other provisions of this Leasa,

SECTION 19, County Inte tn Renew Jegse Un X e Dhscharge
County hereby exp its present Intention to renew this Lease in accordance with its terms, and in
accordance with the options to renew as herein sot fosth, from yoar to year, until all of the Notes or Bonds
tn he {asued by the Corporation st the direction of tho County are fully pald, cancoled and retired, whether

10
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at maturity or by call for redemption, but such expesssion of intention shall not be canstrued as a present
election on the part of the County to extend this Leass beyond the original teem theroof, since the County
is without legal power to incur at this tine any indebtedness or obligations for Rentals beyond the Rentals
stipulated for the first year of said Lease,

Countymawadtiuluu i‘mm ywtoyearand paynhzaknmlsfer each: ywns hmm pmvldod and when
from woch Rentals the Corporation shall have fully peid and retired il of the Notes or Bondy, then the
Corporation covennnts and sgrees that it wiil Immediately procums the release, on tho records of the Clerk
of tho County, of the Mortgage securing the Notes or Bonds, and the C ion further and
ngrees that it will therenpon convey the Project Site and the Project to the Ceunty frev and cloar of all liens
and encumbrances created by and under the Mortgaga such steps to be taken at the expense of the County;
all subject to the rights of the Owners of any Additional Notes or Bonds.

SECTION 21, Procedure is Event of Defaylt, In the event the County shall elect not to renew this
Lease at any time, or fall to pay the stipulated Rentais or the County shall fall to cause the Project to be
managed, maintained, operated, renswed, ropfaced and Insured as heroln agreed, then und in that ovent and
upon any en:\ung dc!‘nu!t ln the payment of the princips] of or interest on xhaNomorBonds, the Mortgage
shall bo enfi , underthe terms of the Mortg: i fthe liens
cresied by the Mongagonnd saloof the ijeet No such sale or foreclasvre, however, shall give rise to any
right to & deficiency judgment sgalnst the Connty or the Comorstion Iz any sum, and unti such sale the
County may st any time, by payment of ail costs of action and charges of Trustee, and by discharge of
principal of and interest on the Notes or Bonds, receive unencumbered fee simple title to the Project, Inthe
evont of any such enforcement by the Teustee {whether occasioned by the defanlt of the County or by the
failure of the Corporation to spply the Rentals to the payment of the Notes or Bonds and intorest) from the
proceeds of any operation of the Project or foreclosure and sale of the Project by the Trustee thore shall first
be paid all vxp incident to said enft 28 in the M , and thereaflor the Notes or
Bonds end interest then outstanding shall be paid and setired, and if {ftero shall remain eny cxcess after
paying such expenses and the claims of Ownaors, the eatire amount of such excess shall be paid over in cash
to the County,

Notwithstanding the foregoing, s an alternative remedy, the Trustoe Is entitled to enter upon the
premises, evict the County and relet the Project under such tenms and conditions as it doems prudent; the
proceeds of such reletting to be applied to the payment of the principal and interest raquirements on the
Bonds,

SECTION 32, County’s Covenant tp Seek Appropriations, The County covenants and agrees.
that in each year that this Lease remalns In sffect it will, through its Fiscal Court, adopt a budget for said
ensuing year, which budget will reflect an aliocation of sufficient funds to provide for tho Rentals and the
estimated income and expenses of operating, insuring and maintaining the Project.

SECTION 23. Xuspection, The County, and ita duly suthorized representatives and agents, reserve
the right to-enter the-Project at alf reasonable thvros during the term of thix Lease for the purpose oft

(i) ining and i g the same, including th uction, installation, funishing and
aqulpplng lhmaof tmd

(i)  performing such work in and about the Project made necessary by reasonof County's default
under any of the provisions of this Lease,
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The County'shali also have the right at a)) reasonable times to examine the books and records of the
Corporation, and the Corporation agrees fo keep such books and records, *

SECTION 24, Severnbility, If any section, paregraph or cluuse of this Agreement shall be held
invalid by any court of competent jurisdiction, the invalidity of said section, paragraph or clause sheil not
affect any of the remaining provisions hereof,

INTESTIMONY WHEREQF, the Floyd Connty, Kentucky Public Properties Corporation, acting
by and through Its Board of Di has caused this instrument to be d by its Chair /Presid:
and attested by its Secretary, and the County of Floyd, Kentucky, acting by and through its Piscal Court, has
caused this instrument to bo exccutzd in is name and on its behalf by its County Judge/Exccutive, attested
by s Fiscal Court Clerk, effectivs as of the day and yeer first sbove written.

FLOYD COUNTY, KENTUCKY PUBLIC

PROPERTIES CORPORATION
BY: .
Chglrmun/Preatdent
ATTEST:
Secretary §
COUNTY OF FLOYD, KENTUCKY

BY: M%&%@)
County Judge/Executive

ATTEST:

Fiveal Court Clerk E
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COMMONWEALTH OF KENTUCKY )
) §8:
COUNTY OF FLOYD )

a Notary Public in aad for the State and Connty aforessid, do bereby centify that on this the /) day
of 2001, the foregoin LonEAgumcntwupmduocdwmnmmyoﬂiwby
Chairman/Prasident, and _cmu&q__. Secretary, of the Floyd County, Keutucky Pablic Pro
Corparation, and they thereupx tion and st thereof
as the officlal act and deed of auch C Curponmun by them ¢ officers pursuant to a duly
adopted Resolution.

My comynissjon expires:
ﬂz 4&;
COMMONWEALTH OF KENTUCKY )
) SSt
COUNTY OF FLOYD )

, & Notary Public in and for the Sme and County aforessid, do heroby certify this day
of, [ﬂ-ﬁ 52001, the foregoing greementwasproduced to me in my offica by
Countandge.!Emdve md Fiseal Court Clerk of the County af Floyd, K

led, boution and st uban\hmofaalhooﬂicml

lmuum beforeme thee

st and deed of such Countybythcmas ita duly suthy sefant to 8 duly adopted Ordinance.

My commyjssiop expires: A_LaA
ZXM 2 Notary Public, State at Largs
COMMONWEALTH OF KENTUCKY )
bR
COUNTY OF FLOYD ) 8

2001, the foregoing

—e s 1wasﬁledmmyofﬁeetobemdhaxbeea
mguthcrwnhthcfowgoing oomﬁcmatmhd in

Bock 8t Page

Clerk

220 West Vine Street
Lexington, Kentucky 40507
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EXHIBIT “A”
LEGAL DESCRIPTION OF PROJECT SITE

Floyd County, Kentucky Public Properties Carporation's (the "Corporation”) right and
interest in the easements and/or right of ways to locate and construct thereupon a water line
expangion as shown on the ettachsd map, Bxlubxt °1* hereto, inoluding all improvements
owned and constructod by the Corp ratio ibed in the attached map,

T‘ rauon‘mghtmdmtemtmandm the Ground Legse Agroement, attached as Exhibit
gl:rk‘m and rocorded in Deed Book 467, beginning at 514, of the Flayd County Court
5 0

Corporation's fec simple interest in the real estate described and set forth in Exhibit "3¢
attached hereto, which was acquired by the Corporation pursuant to & Deed of Conveyance
fmm Southnm ‘Water & Sewer District, ag Grantor, to Floyd County, Kentucky Public
Cm'fmlﬂon,u(}tm!ec,dawdA 29 2002, andrecorded in Deed Book 472,

yd County Conrt Clerk'
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GROUND LEASE AGREEMENT
- THIS LEASE AGREEMENT, doted as of the 2222 day of
December, 2001, is entered into by and between DINNA MU]’:.LINS, single,
M&M&bﬁﬁ#&wﬁ and SOUTHERN WATER
& SEWER DISTRICT, P.O. Box 510, McDowell, Kentucky, 41647, (“Lessee”).

‘ Lessor hereby leases to Lessee, and Lessee héreby 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 shall be for a texm of Fifty (50) years, commencing on
December _2.;2, 2001, and terminating on December ,Z_’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 negotation
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 a5 rent for the full 50 year term of the lease.

3. The granting of this Jease 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.
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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 iandlords '

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 walvers, 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 partles hereto and their respective heirs, executors, administrators,
successors and assign. . .

IN WITNESS WHEREQF, the parties have caused this Lease tobe .
executed by their duly authorized mpmsenﬁﬁveg.

: “LESSOR”

DINNA MULLINS

- SOUTHERN WATER & sxwm
, DISTRICT Grantee

:i D H»z//;/

ITS: é;nﬂmm
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COMMONWEALTH OF KENTUCKY :
COUNTY OF FLOYD
SUBSCRIBED and SWORN to before me this 2% day of
_Buc. 2001, by DINNA MULLINS, single, to be her free act and deed.
My Commission Expires; & Jiofc3

Vzm'ﬂé‘a: R QC(.M uocth

NOTARY PUBLIC

COMMONWEALTH OF KENTUCKY
COUNTY OF FLOYD
SUBSCRIBED and SWORN to before me this _3 ™ day of
r, gﬁ{?by SOUTHERN WATER & SEWER DISTRICT by
Webet botbers s _Lbginnos , Grantee.
My Cammission Expires: ‘ﬂwl 3D

Syt Q. (\LA.Lucc&.

NOTARY PUBLIC

[ b,

THIS INSTRUMENT WAS FREPARED BY:

RALPH H. STEVENS, PS.C.
ATTORNEY ATLAW

P.0. DRAWER 466

142 WEST BRANHAM STREET
PRESTONSBURG, KY 41653
(606) 886-1000

BY: TN = ,
RALPH H, STEVENS
ATTORNEY AT LAW
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EXHIBIT A (The Premises)

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, appraximately 312’ feet
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,

Beginning at a capped pin set near the northern line of the KY RT, 1929 right-of-
way said point also being a common comner 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 2,5620,894,58; thence severing the Dinna and
Geneva Mullins property for three (3) calls as follows:

N 13° 23’ 41" W a distance of 30.03' feet to a capped pin set

N 76° 35' 08" E a distance of 30.01 feet to a capped pin set

§13° 20" 30" E a distance of 30.03' feet 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:

SRR S vt TRl O
§ 76° 35° 00” W a distance of 29.98' feet to the beginningan i e
ore or less as per a survey by R.M, Johnson Enging
more or less as p y by RM. | ngingey Ao

11-21-01. . re
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Degcription of a certain tract or parcel of land lying and

being on Mink Branch of Mud Creek, Floyd County,

. Kentucky, approximately 8,177 feet southwest from the

WIACTND. } intersection of Mink anch and Mud CreeX. Subject

\ property Is I:::fprmdmuly 1246/ feet elevation above
Mean Sea and lies entirely within a boundary of

land now owned by Ray and Mary Hall as recorded in

theofﬂceofﬂtel"loyd County Clerk in Deed Book 354,

xﬁ)ewzzs and being more particularly described as

Unlm othezwiu atnted, any monument refetred to
herein as a eapped pin set s  5/8” Inch diameter rebar
steel, 187 inches in Iength, with a plastic cap stamped
RM. Johnson Engineering 3521,

Beglnning at a capped pin sel, said capped pin also
being & comman comer to the new boundary for the
Roy and Mary Hall gmputy s recorded in Deed Book
has an approximate NAD 83

Kentucky South Zane State Plane coordinate value of
North 2,053,353.6854 and East 2,533,513.4123; thence
severing the Roy and Mary Hall property for four (4)
calls as follows: .

538°5‘2’40”Wad£stmceof50.00’feethoacappedpin
N51'06'47"Wndmhmeof@ﬂfeeﬂoacappedpm
N38'49'48"Eadistmceof5000’feettoacappedpm

i SSI'GG’lTBadIstmmeofS0.0.?’feeﬂoﬂwbegnmmg
b containing 0.057 acres more or less us per a survey by
RM. Johnson Bngineering, Inc., completed on 12-10-01.

It is also understood that there Is to be a 15 feet wide
perpetual ensement for access road and other necessary
appurtenances across the remaining .property of Roy
and Mary Hall beginning at Mink Branch Road and
commumgamaasaidﬂanpnz:myw the boundary of
the aforementioned fract to be conveyed and there
ending,
Being npmdtheumpmpeny conveyed to the Grantos, from Ray Hall sad Mary Hall,
hinwife, by deed dated December 22, 2001, of record in Dood Book 467, Page 510, in the officeof -

the Floyd County Clerk.
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- Deseription of a certain tract or pawel
b&ngmﬁnmwmkof&nm&wkw&watyof
' . Mariin, Floyd County, Kentucky, tely 660"
"FRACTNO. 2 feetuauﬂlwtﬁmﬂaﬁﬁu;aeﬁm KYR’(I;;OH;}&KG\;
: ' RT. 122. Subject at mpproximal
E 'dznhmabwelzmkkvelanéﬂamﬂzdywkhm
: & boundary of Iand now owned by Susan Blaine
: . Compton 8 recorded in the Offfce of The Floyd County
. — Court Clerk in Deed Book 237, Page 74, and being more
: parﬁmﬂ:ﬂydeu:dbed a5 fallows:
Unlm otherwise ‘stated, any monument referred to
ase pznmnasls'mmnuumbu
umel, 18" inlength, with xplutic cap stamped

; Beginningatncappedp!nmwdpmakobdng
; : : common corner to the new boundsry for the Susan’
: Blaine Compton property as recorded in Deed Book
t 237, Page 74 and has an epproximate NAD 83
: Kentucky South Zone State Plans coordinate value of
North-2,100,730.74 and Bast 2,506,037.68; thence
the Sussn Bleine Campton property for four
calls an follows:

. 361'54:35' Ea distance of 14998’ feet ta.a capped pin
K : , swwwwwismofmsymmayped
: ' pin set

N61°54’37'Wadkmcf150.00’ feet to a capped

m 08" B a dnmm e of 149.99’}feet to the
containing 0.516 acres move or Jess us pera
survey by RM. Johnson Engineering, Inc., comp)

an 112101 .

1t is.8ls0 understood that there is to be'a 15’ feet wide
: : pe!pehn]mm&tfmmmdmdo&umy
the remaining property of Susan
: ' Cmnpmbeg&m!ngatmodsﬂngyavdedmd
: and cuntinuing scroas sald Compten property to the

boundary of the aforementioned tract tobeennveyed

and thereending. |

Bdngapmoltieumepmpatyconwyedtoﬂx:&mtor fram T J. Compton and Juanits
Comptm.hiswifn. mdSuxauElameCempwn,mgk,bydmd dated Jsnuary 30, 2002, of record
in Deod Book 468, Pege 474, in the offics of the Floyd Cwnty Clerk,
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Hamilton Branch Pamp Suﬂmm Q0J

Deed description for a certain tract or parcel of land
lying and being on Hamilton Brerch of Mud Creek, in
Floyd County, Kmhmky and being more particularly
described éis fo

Unless otheriyise stated, any monument referred to
herein as a capped pin oet is & 5/87 inch diameter rebax
steel, 18~ inches in length, with a plastic cap stamped
RM. Johnson Engineering 3521.

" Beginning at a capped pin set in the southeast right-of-
way line of KY RT. 680 lnapprmdmltal:ﬁ‘nm
Kentucky South Zone State Plane coordinate value of
North 2,065,587.8620 and Bast 2,537,867,1100, said
capped pin being 35° feet right of Centerline Station .
235400, and also being a commen corner to land now
ovmed by the Floyd County Fiscal court and recorded
in Deed Book 410, lg‘%e , vecords of the Floyd
Cmmg I((:err(t'x'%m oe; &m;em leaving the y
way and severing the remaining land o!
gxg Floyd County Fiscal Court for four (4) calls as
ows:

NE'M’OI"Eud!ahnceofs.és’feetmacappedpin

SGO‘SG'M"E&dmtameonSM'feetwacappedpin

SWN‘OG’WndBumeonRm’feetwamppedpm
set

N60°54’u3:”Wldishnceuf25.01‘feettna§q

pin set in the southeast right-of-wey lire of KY RT 680,
said point being 35° feet right of Centerline Station
234+80.71; thence leaving the.land owned by the Floyd
County Fiscal Court andfouuwmgﬂtemtgem right-
of-way line of KY RT. 680 for ong call as follows:

N 29° 04’ 017 E a distance of 19,34’ lEeet to the
beginning, containing 0.014 acres more or less as per a
survey by R. M. Johnson Bngnmedng, Inc., completed
on 11-20-01,

Belng 0 nrtoﬂiumpmputycanveyedwlhe(}mttor, from Floyd County Fiscal
Couxt.byda:ddl:!cdlmmryﬁ.2002,ofmoldlnDeedBook%B,Plng.in(haomuoﬂhn

Floyd County Clerk.
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Weeksbury Pump Station T

Description for a certain tract-or parce! of land lying
;vnm on Left Beaver Creek, in ;he town of

, Floyd County, Kentucky, and being mare
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
RM. Johnson Engineering 3521 :

ing at a capped pin set within the boundary of a

. tract of land now owned by Tommy and Barbara Roop,

this tract of land is designated as Lot #5 in the town of
Weeksbury as shown on Map #142 and recorded in the

Floyd County Court Clerk's 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 Bast 2,529,765.82 and bears N
59° 04’ 17" W approximately 47.16' feet 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:

$52° 42" 00° W a distance of 30.01" feet to a capped pin
set
N 37° 18' 31" W a distance of 30.02' feet to a capped pin
set
N 52° 39’ 41" B a distance of 30.01" feet to a capped pin

set

§37° 18’ 39" E a distance of 30.04’ feet to the beginning,
containing 0.021 acres more or less as per n survey by
RM. Johnsan Engineering, Inc., completed on 11-26-01.

It is also understood that there is t be a 15’ feet wide
perpetual easernent for access rond dnd other necessary
appurtenances across the remaining land of Tommy
and Barbara Roop beginning at KY RT 466 and
continuing across said Roup praperty to the boundary
of the aforementioned tract to be conveyed and there
ending.

" Being a part ofthe same property conveyed to the Grantor, from Tommy Roop and Batbara
Roop, his wifs, by deed dated January 25, 2002, of record in Deed Book 468, Pago 483, in the office

of the Floyd County Clerk.
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and being on Johns Branch near the.town of Langley,
Floyd County, Kentucky, approximately 4,647 feet

mcrmis mﬁwut&o&&emmﬁmdldm&mci\md
, g the Right Fork of Beaver Creek. Subject property Hes on
; -~ the north side of Johns Branch Road and entirely
N , withina of 1and owned by The Floyd County
) Fish and Game a3 recoxded in the of the
myqummmmmws,mm :
being more particularly described as follows:
Un!eumhmvuemt:d, monument referred to
2:1?1%". hﬁnﬁh;ig{rmdhmamm
Tength, ap stamped
RM. Johnaon Engineering 3521, “P

ata et 15.6Y feet
e eAge of peamant o Jchna Branch

m.ﬂ"“%‘::. ed by The Floyd
of Iand owned by The Floyd
Commmsmmb-mmmommd
.ml’fad&mmyCdeInD;;d:ookm&hp :
A an approximate NAD entucky South
Zone State Plane coordinate value of North
2,095,555.65 and Best 2497,547.86; thence severing The
mqmmmmmmbmmmw

P .

Bé'le'WndhmeufsﬂNfeetloaapPedpm
N03‘58'57'Wn distance of 29.99 feet to a capped
pin set
N 85° 58’ 43" B a distance of 30.00’ feet to 8 capped pin

set
N ' 5 (3% 5 41" E a distance of 30.00 feet to the
containing 0021 acres mare or less as per a survey by

Rulohmmﬂt\gneeﬁn&hc. completed on 01-09-

[thahomdmhodﬂutﬂmkhbells' feet wide

perpetual ensement for socess road and other necessary

across the remaining property of The

County Fish and Game Club beginning at Johns

Branch Road and continuing across said Floyd County

Fish and Game Club properiy to the boundary of the
aforementioned tract to be conveyed and there ending.

Being » part of the yame property conveyed to the Grantor, from Floyd County Fish and
Game Club, Inc., by deed dated Jamuury 28, 2002, of record in Deed Book 468, Page 487, i the

offics of the Floyd County Clerk.
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[

TRACT NO. 6

Description of a certain tract or parcel of land lying and
being in Sputlock Creek, Floyd County, Kentucky,
approximately 330° feet north of KY RT 2030 and

y 1,093’ feet northwest from the Road Gap
an KY Rt 2030 between Trace Fork and Sputlock Creek.
Subject property is at approximately 1,110° feet
elevation above Mean Sea Level and lies entirely within
a boundary of land now owned by Ivan and Ethel
Carroll 85 recorded in the Office of the Floyd County
Court Clerk in Deed Book 286, Fage 102 and being more
particularly described as follows:

Unless otherwise stated, any monument referred ho'

herein as a plnsatisaSlB'inchdhmmxebu
steel, 18" i lu\gth, wi!h a plastic cap stamped
R.M]alumnﬂnguming

Beginning at & ca ed inset,amdpinalsobeinga
ct'.cxmnonmmettvaIJP ngwbounduyfoﬂhelmuxd
Bthel Carroll property as recorded in the Office of the

yd County Court Cletk in Deed Book 285, Page 102

haa an approximate NAD 83 Kentticky South Zone
State Plane coordinate value of North 2,081,502.3203
Bast-2,522 255.2038; theswe severing the Ivan and Ethel
Carrol property for four calls as follows:

N 55° 24’ 01" W a distance of 5000’ feet to a capped
pin set ' .
N34'35’47”Ba&mtanceof49.99’feettnaeappedpin

355°4'24~Badjsnmeofsooz'tee¢macappedpm '

S 34° 37 30° W a distance of 49.99" feet to the
beginning contalning 0.057 acres more ar less as pezr
survey by RM. Johnson Engineering, Inc., completed
on 12-10-01.

It is also understood that there is to be a 15’ feet wide
perpetuzl easement for ﬁawm road and other

appurtenances across the remaining property of Ivan
and Ethel Carroll beginning at XY KT 2030 and
continuing across sald Carroll property to the
boundary of the aforementioned tract to be conveyed
and there ending,

Bl ISR : .

Belng a part of the game property conveyed to the Grantor, from Bthel Carroll, single, by

deed dated Jemuary 28, ZODZofmﬂmDeedBmkﬁs Pags 492, in the office of ths Floyd
County Clerk.
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Belug s part of the same property conveyed 1o
dated Jamusry 31, 2002, of seoord in Deed Book 469,

Clerk.

.
vt

w“

Mink Branch Pump Station

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 Creek at the mouth
of Mink Branch, Subject property lies on the south side
of Mink 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 more
particulurly described as follows:

Unless otherwise stated, any monument referred to
herein a5 & copped pin set is & 5/8” inch diameter rebar
stee], 18" inches In length, with a plastic cap stamped
RM, Johnson Engineer 3521.

Beginning at a capped pin set 4.41° feet south of the
southern of Mink Branch Rosd, and being S 54°
gdm‘wmﬁffut&omthn&ud&wmmofﬁw

ge crossing Mud Creek. point being a
commaon corner in the new boundary line of property
now owned by Euls Hall ar recarded in the Floyd
County Clerks Office in Deed Book 221, Page 233 and
has an approximate NAD 83 Kentucky South Zone

* State Plane coardinate vaiue of North 2,059,714.6700

and East 2,538,636.5440; thence severing the Eula Hall
property with three (3} calla as follows;

.5 14° 06" 15" W a distance of 29.92' feet to a capped pin

set
573° 05" 46” W & distance of 29,90 feet to a capped pin

set

N 13° 49’ 35" B a distance of 30.05' feet to a capped pin
set 372’ feet south of the southem edge of Mink Branch
Road; thence following a line near the scuthern edge of
Miftk Branch Road for one call e5 follows:

N 73° 31' 00" B a distance of 29.96' feet to the
beginning, containing 0.018 acres more or less sz per a.
survey by RM. Jahnson Engineering, Inc., completed on
11-21-01.

TOT b TTHE 0%

the Grantor, from Buls Hall, single, by deod
Page 13, in the office of ths Floyd County

me g B R I (N B
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1 -
H *

Jobn Hall Branch Tank Site
Description of a certain tract ar parce! of land lying and

bcmgontboJohnHallenchomemkamFloyd
County, Kentucky, at the head of John Hall Branch,

" ppproximately 780’ fest north of KY RT. 680 and

approximate elevation of 1406" feot sbove Mean Sea
Lavel and lies entirely within a boundary of land now
owned by Vernon Cornett as recorded in the Office 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” dinmeter rebar steel, 187
inches in length, with a plastic cap stamped RM.
Jolinson Engineering 3521.

Boaginning at a capped pin set, said capped pin being a
common comer to the new boundsry for the Vemon
Comett property as recorded in the Offics of the Floyd
County Cowrt Clerk in Deed Book 336, Page 708 and has
approximate NAD 83 Kentucky South Zone State Plane
coordinate valae North 2,061,847.8M1 and East
2,529,052.0629; thence severing the Vemon Comett
pmpcxtyfcr!hnfour(d)eallsasﬁaﬂows

N 18 degxecs or 16" Wa dlstancenf4996'feetma
capped pin

N7 degecaSD’ DS"Ead.smwofSODO'fecttoa
capped pin set

S 17 degrees $9'59" E g distance of 49.97' feet to a

capped pin set

S 71 degrees 59°28™ W a distance of 49.98" feet to the
point of begioming, containing 0,057 acres more or less as
per survey by RM, Johnson Engmeemg, Ino., completed
on 11.26-01.

It is also understood that there is to be a 15° feet wide
pespetual easement for access road and other necessary
appurtenances across the remaining property of Vemon
Comett as recorded in the Office of the Floyd County
Court Clerk in Deed Book 336, Page 708, beginning at
KY Rt. 680 and continuing across said Comett property
to the boundary of the aforementioned fract to bo
conveyed and there ending,

Q1%

T sad

r— B e :u;l‘flif,"‘l» T
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Book. 413, PagecdDTT.

Being a part of the same property convoyed to the Grentor, from Vernou Comett,
. single, by deed dated January 31, 2002, of record in Deed Boaok 469, Page 131, in the office
o of the Floyd County Cleck.

=
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TRACTNO.

Weeksbury Tank St Book U1 _pegecg O

A description of a certain tract or parcel of land lying
and being on the Left Fork of Beaver Creek in Floyd
County, Kentucky, approximately 6,327 feet 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 feet elevation above Mean Sea
Level and lies entively within a boundary of land now
omwdby&ghn].mdhmyl.wasmrdedmme

office of the Floyd County Court Clerk in Deed Book
396, Page 164, 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 Iength, with a plastic cap stamped
RM. Johnsan Engineering 3521. :

Beginning at a capped pin set in the dividing line
between property now owned by John J. and Patsy J.

Sword and recorded in Deed Book 3956, Page 264, .

records of the Floyd County Court Clerk's Office and
property now owned by Collins and Mayo, and
recorded in Office of thé Floyd County Court Clerk in
Deed Book ., Page ... Seid 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.
nnﬁdo Patsy J. Sword down the point for one call as
follows:

N 40° 52 207 W a distance of 50.01 feet to a capped
pin set; thence leaving the lines of land owned by
Callins and Maya and severing the property owned by
John J. and Patsy ]. Sword far three (3} calls as follows:

N 49° 07’ 53" B a distance of 49.98' feet to a capped pin
seot .

$ 40° 52’ 58* B a distance of 50.01 feet to a capped pin

set

§ 49° 08" 07 W a distance of 49.99" feet to the
inning, containing 0.057 acres more or less as per a

. survey by RM. Johnson Engineering, Inc.,, completed

on 11-27-01,

T T IRT T T
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C Bk DU D, Pagecd Sy
Ithaholmﬂmhodﬂutﬂmisbbeawketnddeg
pezpeunlmtforml’mmdmdomu .
sppurtenances across “remaining property of John J.
and Patsy J. Sword béginning at KY RT. 456 and
across sakd Sword property to the boundary
of the aforementioned tract to be canveyed and there
b : ) mdiug.

Beinga ' of tha same property conveyod to the Grantor, from John J, Sword and
PmySwa:.hhp'vrr:fa,bydeedddemmyn,zom,otmcmﬂiandBookm,Pagu
252, in the offica of ths Floyd County Clerk.
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A

D
LEASE AGREEMENT Book DU, Pege <20
EXHIBIT B
RENTAL PAYMENT SCHEPULE
il
T T T T I




Book 472 Page 211

Book 4712 Pageodff

FLOTH COMMTY RLIC PROPERTIES CORFORATION
PIRST MORTGAGE REVEME BOMD ANTICIPATION WTES, SERIES 2001
FINAL SCHEDULES
A E—E—————

Debt Service Schadute
e ——————

Date Principmt | Coupon Intersat Period Totat  Fiscat Yotsl
A1 2 42,63.% 42,623.98 42,639

Wy 46, 218.75 A5, 21875

47 Y3 46,218.7% 45,218.75 92,837.50

O/ 473 2,975,000.00  4.250000 45,218.7% 2,221, 218.7%

714 2,21,%8.7%
2,175,000.00 18%,280.27  2,354,280.2)

ACCRUED
2,175,000.00 131,200.21  2,356,280.21

Cated 107157 1 with Delivery of 10N157 t

Bordd Years £,255.497

Kvarage Coupon 4. 250000

Average Life 1.961111

Bt X 4504958 X Using  9$9.5000000

Tie % 4.520)95 X From balivery Date

Arbitraoe Yield &.B088E 2
Rous, Sincisire & Asscdistes - P
Dates 10-04-2001 B 37:20:40  Filanase: FLOTD  Kwpz BAXS

T T
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Book DD, Paged D

FLOTD CoMTY PUSLIC PROPERTIES CORPORATION
FIRST NONTGAGE REVEWUE BONO ANTICIPATION NOTES, SERIES 2001

FIMAL SUHEDULES
ier Dedt Sarvice Requirements

ST AT SR SRR R L AT

Délivery Date: 100157 3

Poriod Total Constr, Fund Delt Sve. Res. wst surpius Furds
Ending v.”.?nmn._, Coupon Isiterest Délxt Service + Cap. Int. Dabt Rervice e infng
42 42,63.96 42,623.96 136,475,095 93,851.09
072 45,218.75 £6,218.75 1,397.35 £9,029.70
47 3 45,218.75 48,218, 75 730.00 3,550.96
107 v 3 2,475,000.00  4.250000 MRS B 28.7s SR 2,27,625.07
2,i75,000.00 181,280,210 2,356,280.21 138,655.14  2,217,65.07
Datad 10715/ | with Delivery of 10715/ 3
Bord Yesrs 4,265.817
Average Copons 4.250000
Average Lite 1.56171t
Hic X 4504958 X Usiog  99.5000000
TIE %

Arbitrage Yield

4.520195 X From Delivery Date

4. 250848 X

¥o=s, Einclalie & Associstes - P

Date: 10-G4-3001 @ 17:20:4% Filesiome: FLOTO

Ky BANS

mwmwmm :
2Z 3
53 mmm 3
mm £2 :
SZ L
Bhaz 48
B2 Io3E 3
2% |BEZE 2
sagfleiiss
Rzt

Laatiun IR {Bi1)
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s orw e

Book D413, Puge_Llels.
. DEED )

THIS DHED, by apd betwesn SOUTHERN WATER & SEWER DISTRICT, P.O. Box 610,
McDowell, Kentucky 41647, Party of the First Part and Grantor, and FLOYD COUNTY, KENTUCKY
PUBLIC PROPERTIES CORPORATION, 145 South Central Avenue, Prestonsburg, Kontucky 41653, Party
of the Second Part and Grantes;

WITNESSETH: That said Party of the First Part for and in consideration of the sum of One
Dolfar ($1.00), the receipt of which is hereby acknowledged, does hereby bargain, sell, grant and convey to

the Party of the Second Pas, {ts successars and assigns, the following described property in Floyd County,
Kentucky to wit:

SEE ATTACHED EXHIBIT "A" FOR LEGAL DESCRIFTION
h 1o belonging unto the Party

1,

" Tao have and to hold the same, together with all the app

of the Second Party, its successors or ss3igns forever, with covenant of general wasmanty,
Grantee, to have and to hold, the above described property, together with any and all interests, rights,
‘The Grantor shall have the right to reacquire the property, for

privileges and app 1hereto bel
adn-in considaration.of One ($.L.00) Dollar, at such time asall of the principal and Interest on the Floyd County,

Kentucky Public Properties Corporation First Mortgage Revenue Bond Antivipation Note; in the original
principal amount of $2,175,000 shall have been paid in full, said anticipated maturily date being October 1,
2003, '

Pursuant 10 KRS Chapter 382, the Grantor an Grantoo swear and centify that the property hercin
conveyed is transferred for nominal consideration. They further certify thet the full estimated fair cash value
of the property hessin conveyed is $21,500, which is the total consideration paid by Grantor, or fair cash valua,
for each of the tracts identified in Exhibit "A%,

IN TESTIMONY WHEREOF, witness my signoturca this _____ day of April, 2002,

Page 1 of 2
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Book Dt Page 101

GRANTOR
SOUTHEBN WATER & SEWER DI

By:
Its: Lo o P9t

GRANTEE
FLOYD COUNTY, KENTUCKY PUBLIC

PROPERTIES CORPORATION
Y %&QM&M
Its: esided e

B;

STATE OF KENTUCKY )

county oF _Floyd 3

‘Thp forogoing Deed and Considerntion Cetificate were acknowledged and swom to before me this
24 2002, by serving sy~ ih Mutararm s ot SFUTHERN WATER
& SEWER DISTRICT.

&

M jssi 3
0
STATE OF KENTUCKY

COUNTY OF FLofD
foyegoing Dred iyt Congideration G&Mwmu%iﬁ;ﬁsmm&bnfmm&ﬁs
2002, by, srrving s N of FLOYD COUNTY,
KENTUI PUBLIC PROPERTIES CORPORATION,

My comumission expires: %Lma_%gm,_
j:ﬁ:LL_ NOTARY PUBLIC

THIS INSTRUM] nBY:

)
)
)

L

Gillard B. Johnsan, T

COX, BOWLING & S3ON, FLC
200 Weat Vine Street, Suke 610
Lexington, Kentucky

Telephons: (859) 255

Pacsimile: (859) 255-6903

Page 2 of 2
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Descriptitn of a certain ract or parcel of lanm{(n‘gaa%&" P&ge.&ﬂ&_

being on Mink Branch of Mud Creek, Floyd County,
EXHIBIT VA" Kentucky, approximately 8,177' feet southwest from the
TRACT NO. 1 intersection of Mink Branch and Mud Creek, Subject
property is at approximately 1246’ feet 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
RM. Johnson Engineering 3521,

Beginning at a capped pin set, said capped pin also
being a common 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 2,533,513.4123; thence
severing the Roy and Mary Hall property for four (4)
calls as follows: .

§38° 52 40" W a distance of 50.00" feet to a capped pin

set

N 51° 06’ 47" W a distance of 49.99 feet to a capped pin
get N "

N 38° 49" 48" E a distance of 50.00" feet to a capped pin

set

§51° 06’ 49" E a distance of 50.03' feet to the beginning
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’ feet wide

perpetual easement for access road and other necessary

appurtenances across the remaining property of Roy

and Mary Hall beginning at Mink Branch Road and

continuing across said Hall 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 Ray Hall and Mary Hall,

his wife, by deed dated December 22, 2001, of record in Deed Book 467, Page 510, in the office of
the Floyd County Clerk,

T i 71 TR ETR T
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I e N I TLE Bouk_{b.‘};‘l&.?age,.l.(al
tionafacerta!ntractorparcelofhndlmgmd
bemgonﬂmeghtkaofBeaverCreekpp:o\’e;rmﬁwl(Htﬁyﬁgf
.o Martin, d Coun a ately
TRACTNG,2  femtoarthens b v’mmm%ofxvaél 80 and KY
’ RT, 122, Subject property is at approximately 850" feet
\’ ‘elevation above Mean pmpkllzvelmdlieamﬁrelywlﬁin
a boundary of land now owned by Susan Elnine
. Compton as recorded in the Office of The Floyd County
"""" CounChtheedBookW,Page?&andbeingmm
parﬁcu!aﬂydmcﬁbedaa Hows:

Unless otherwise stited, any monument referred to
M’einuacappedphaetisasls'ind\d!amehzrmbar

steel, 18 inches in length, with a plastic cap stamped
R.M.Johnwnl!nginacﬂngaszl

Begixmlngnncappedpmaet,sdd also being a
common corner to Hlemwboundagnfor&teSusan‘
Elaine Compton property as recorded in Deed Book
237, Page 74 and hes an approximate NAD 83
Kenmcky South Zone State Plane coordinate value of
North-2,100,730,74 and East 2,506,037.68; thence
gevering the Susan Elaine Compton property for four
calls as follows:

5 61° 54/ 35" B a distance of 149.98' feet toa capped'vpin
set
S 28° 04’ 42" W a distance of 149.99° feet to & capped

get .
g;nﬁt“&f 377 W a distance of 150.00" feet to ar capped
pin set
N 28° 05’ 0B" E a distance of 149.99" feet to the
o beginning, containing 0.516 acres mare or less as per a
survey by RM, Johnson Engineering, Inc,, completed
on 11-21-01. .

It is.also understood that there is to be-a 15 feet wide

perpetual easement for access-road and other necessary

ap across the remaining property of Susan

" Rlaine Compton beginning at an exisﬁng graveled road

and continuing across said Compton property to the

boundary of the aforementioned tract to be canveyed
and thereending.

Belog a part of the same property conveyed to the Grantor, from 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 offics of the Floyd County Clerk.

T T T T
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on——
- . Bmk;D&"‘]l pagetlD
Hamilton Branch Pump Station '
Deed description for a certain tract or parcel of land
TRACTNO.3 lying and being on Hamilton Branch of Mud Creek, in
Floyd County, Kentucky, and being more particularly
described as follows:

Unless othervwise stated, any monument refersed to
herein as & capped pin set is a 5/8” inch dinmeter rebar
steel, 187 inches in length, with a plastic cap stamped
RM. Johnson Engineering 3521, -

" Beginning at a capped pin set in the southenst right-of-
way line of KY RT. 680 having an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,065,587.8620 and Bast 2,537,867.1100, sald
capped pin being 35’ feet right of Centerline Station.
235400, and also being a common corner to land now
owned by the Floyd County Fiscal court and recorded
in Deed Book 410, Page 355, records of the Floyd
County Court Clerk’s Office; thence leaving the right-of-
way of KY RT 680 and severing the remaining land of
the Floyd County Piscal Court for four (4) calls as
follows:

N 29° 04’ 01 E a distance of 5.66' feet to a capped pin

get : .
5 60° 56’ 48” K a distance of 25.01’ feet to a capped pin
set )

$29° 04’ 03” W a distance of 25.03' feet to a capped pin
set

N 60° 54’ 35" W a distance of 2501’ feet to a capped
pin set in the southeast right-of-way line of KY RT 680,
said point being 35 feet right of Centerline Station
234+80.71; thence leaving the Iand 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° 04/ 01" E a distance of 19.34' feet to the
beginning, containing 0.014 acres more or less as per a
survey by R, M. Johnson Engineering, Inc., completed
on 11-20-01. )

Being & part of the same properfy conveyed 16 the Grantor, from Floyd County Fiscal
Court, by deed dated January 25, 2002, of record in Decd'Book 468, Page 479, in the office of the

Floyd County Clerk,

— r T TR T TT 1
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1
; D4, 17
,; Weeksbury Pump Station Book I : Page L1
f
" Description for a certain tract-or parcel of land lying
TRACTNO. 4 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 & 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,

Beginning at a capped pin set within the boundary of a

. tract of land now owned bv Tommy and Barbara Roop,
this tract of land ia designated as Lot #5 in the town of
Weeksbury as shown on Map #142 and recorded in the
Floyd County Court Clerk's 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 2,529,765.82 and bears N
59° 04’ 17" W approximately 47.16° feet 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:

§52° 42 00" W a distance of 30,01 feet to a capped pin
set
N 37° 18 31” W a distance of 30.02' feet to a capped pin
set )
N 52° 39’ 41" E a distance of 30.01 feet to a capped pin
set
! $37° 18’ 39" E a distance of 30,04’ feet to the beginning,
\ ; containing 0.021 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' feet wide
perpetual easement for access road and other necessary
sppurtenances across. the remaining land 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

ending.

Being & part of thesame property conveyed to the Grantor, from Tommy Roop and Barbara
Raap, his wife, by deed dated January 25, 2002, of record in Deed Book 468, Page 483, in the office
of the Floyd County Clerk, :
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" Description for a certain tract or parcel of land lying

and belng on Johns Branch near the town of Langley,
Floyd County, Kentucky, approximately 4,647" feet
northwest from the infersection of Johns Branch and
the Right Fork of Beaver Creek. Subject property lieson
the north side of Im mb}l}%\: anddeé‘mt;
within & boundary of oyd Coun

Fish and Game Club as recorded in the Office of the

Floyd County Court Clerk in Deed Book 185, Page 460, -

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 diameterrebar
steel, 18" inches in length, with a plastic cap stamped
R.M. Johnson Engineering 3521.

Beginning at a capped pin set approximately 15.69' feet
north of the northern edge ofpi‘:rzmmt of onhns Branch
Road, said ceq?ed pin also being a common point in
the new boundary line of land owned by The Floyd
County Fish and Game Club as recorded in the Office of

the Floyd County Court Clerk in Deed Book 185, Page -

" 460, and has an approximaté NAD 83 Kentucky South

Zone State Plane coordinate value of North
2,095,555.65 and Rast 2,457,547.86; thenwe severing The
Floyd County Fish and Game Club property for four {4)
calls as follows:

S 86° 00" 12" W a distance of 30.00" feet to a capped pin

set

N 03° 58’ 57" W a distance of 29.99' feet to a capped
pin set .

N 85° 58’ 43" E a distance of 30.00’ feet to a capped pin

set

$03° 59’ 41" E a distance of 30.00° feet to the beginning,
containing 0.021 acres more or less as per a survey by
RM. Johnson Engineering, Inc., completed on 01-09-
02,

It is also understood that'there is to be a 15 feet wide

perpetual easement for access road and other necessary
appurtenances across the remaining property of The
Floyd County Fish and Game Club heginning at Johns
Branch Road and continuing across said Floyd County
Pish and Game Club property to the boundary of the
aforementioned tract to be conveyed and there ending.

Belng & part of the same property conveyed to the Grantor, from Floyd County Fish end

Game Club, Inc., by deed dated Janusry 28, 2002, of record in Deed Book 468, Pags 487, in the
office of the Floyd County Clerk. .
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. Description of a certain tract or parcel of land
being in Spurlock Creek, Floyd County, Kentucky,
approximately 330° feet north of KY RT 2030 and

. approximately 1,093 feet northwest from the Road Gap
TRACT NO. 6 on KY Rt2030 between Trace Fork and Spurlock Creek.
Subject’ property is at approximately 1,110° feet
% elevation above Mean Sea Level and lies entirely within
a boundary of Jand now owned by Ivan and Bthel
Carrall as recorded in the Office of the Flc{d' County
Court Clerk in Deed Book 286, Page 102 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
RM. Johnson Engineering 3521.

Beginning at a capped pin set, said pin also being a
common comer to the new boundary for the Ivan and
Bthel Carroll property as recorded in the Office of the
Fl?d County Court Clerk in Deed Book 286, Page 102
and has an approximate NAD 83 Kenticky South Zone
State Plane coordinate value of North 2,081,502.3203
East 2,522,255.2038;. thence severing the Ivan and Ethel
Carrol property for four calls as follows:

NinSS" 24’ 01 W a distance of 50,00" feet to a capped
pin set .
N 34° 35 477 B a distance of 49.99" feet to a capped pin

set
S 55° 4" 24” B a distance of 50,02’ feet to a capped pin

set

S 34° 37" 30" W a distance of 49.99’ feet to the
\' beginning containing 0,057 acres more or less as per

survey by RM. Johnson Engineering, Inc., completed

on 12-10-01.

It i3 also understood that there is to be a 15 feet wide
perpetual easement for access road and other necesgary
appurtenances across the remaining property of Ivan
and Ethel Carroll beginning at KY RT 2030 and
continuing across sald Carroll 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, Pags 492, in the offico of the Floyd
County Clerk. .
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Mink Branch Pump Station

) . A description for a certain tract or parcel of land lying
TRACTNO.7 -and being on Mink Branch of Mud Creek, Floyd County,
Kentucky, on the west bank of Mud Creek at the mouth
. of Mink Branch. Subject property lies on the south side
of Mink 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 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, 187 inchea in length, with a plastic cap stamped
RM. Johnson Engineer 3521,

Beginning at a capped pin set 441’ feet south of the
southern edge of Mink Branch Road, and being $ 54°
40° 10* W 14.67 feet from the southwest corner of the
bridge crossing Mud Creek. Said point also being a
common corner {n the new boundary line of property
now owned by Eula Hall as recorded in the Floyd
County Clerks Office in Deed Book 221, Page 233 and
hag an approximate NAD 83 Kentucky South Zorne
State Plane coordinate value of North 2,059,714.6700
and East 2,538,636.5440; thence severing the Eula Hall
property with three (3) calls as follows;

| 814° 06" 15” W a distance of 29,92 feet t0 a capped pin

set

$73° 09" 46” W a distance of 29.90 feet to a capped pin
set ,

N 13° 49’ 35” B a distance of 30.05' feet to a capped pin
set 3.72’ feet south of the southern edge of Mink Branch
Road; thence following a line neat the southern edge of
Mirk Branch Road for one call as follows:

N 73° 31’ 00" E a distance of 29.96° feet to the
beginning, containing 0.018 acres more or less as per a
survey by R.M. Johnson Engineering, Inc., completed on
11-21-01,

Hall, siogle, by decd
Being a part of the same property conveyed to the Grantor, from Euls
dated Janumg' 31, 2002, of record in Dved Book 46, Pege 13, In the.office of the Floyd County

Clerk.

T T T r
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TRACTNO. 8

John Hell Branch Tank Site Book_ D4 D Page s

Desciiption of a certain tract or parcel of land lying and
being on the John Hall Branch of Frasure Creek in Floyd

. County, Kentuckg' at the head of John Hall Branch,
ximately 780°

appro feet north of XY RT. 680 end
approxinuite elevation of 1406’ feet above Mean Sea
Level and lies entirely within 3 boundary of land now
owned by Vernon Cormett as recorded in the Office 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 8 capped pin set is a 5/B” diameter rebar steel, 18"
inches in length, with a plastic cap stamped RM.
Johnson Engineering 3521.

Beginning at a capped pin set, said capped pin being a
common comner to the new boundary for the Vernon
Cornett property as recorded in the Office of the Floyd
County Court Clerk in Deed Book 336, Page 708 and has
approximate NAD 83 Kentucky South Zone State Plane
coordinates value North 2,061,847.8941 and East
2,529,052.0629; thence severing the Vemon Comett
propexty for the four (4) calls as follows:

N 18 degrees 01' 16" W a distance of 49.96” feet to a
capped pin set

N 71 degrees 59’ 03” E a distance of 50.00" feet to 2
capped pin set :

S 17 degrees 59°59" E a distance of 49.97" fest to a
cepped pin set

S 71 degrees 59°28” W a distance of 49.98 feet to the
point of beginning, containing 0.057 acres more or less as
per survey by R.M. Johnson Engineering, Inc., completed
on 11-26-01. ;

Tt is also understood that there is to be a 15° feet wide
perpetual easement for access road and other necessary
appurtcnances across the remaining property of Vemon
Comett 83 recorded in the Office of the Floyd County
Court Clerk in Deed Book 336, Page 708, beginning at
KY Rt. 680 and continuing across said Comett property
to the boundary of the aforementioned tract to be
conveyed and there ending, ’

TN AR [}
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Belug a part of the same property conveyed to the Grantor, from Vernon Cornett,
single, by deed dated January 31, 2002, of record in Deed Book 469, Page 131, in the office
of the Floyd County Clerk.

Y T LRAR et ]I 114 ) ] ¥
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TRACT NO. 9

| Weeksbury Tank Site ~ Booku MR, Page 177

A description of a certain tract or parcel of land lying
and being on the Left Fork of Beaver Creek in Floyd
County, Kentucky, approximately 6,327’ feet 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’ feet elevation above Mean Sea
Level and lies entirely within a boundary of land now
owned by John . and Paisy J. Sword as recorded in the

office of the Floyd County Court Clerk in Deed Book
?33, Page 164, and being more particularly described as

ows;

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.

Beginning at a capped pin set in the dividing line
between praperty now owned by John . and Patsy J.
Sword and recorded in Deed Book 396, Page 264,
records of the Fioyd Cotnty Caurt Clerk’s Office- and
property now owned by Collins and Mayo, and
recorded in Office of thé 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 Patay J. Sword down the point for one call as
follows:

N 40° 52’ 20” W a distance of 50.01 feet 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° 07 53” B a distance of 49.98' feet to a capped pin

set
S 40° 52’ 58” E a distance of 50.01' feet to a capped pin
set
S 49° 08’ 07" W a distance of 49.99" feet to the

beginning, containing 0.057 acres more or less as per a
survey by RM. Johnson Engineering, Inc., completed
on 11-27-01.




Book 472 Page 178

o Book DuwTich  Page L TZh
1t is also understood that there is to be a 15 feet wide
eatement for access road and other necessary
appurtenances across the remaining property of John J.
and Patsy J. Sword beginning at KY RT. 466 and
: continuing across said Sword property to the boundary .
i . of dﬂil: aforementioned tract to be conveyed and there
; ending.

Belng a part of the same property conveyed to the Grantor, from John J. Sword and
Patsy Sword, his wife, by deed dated Junuary 31, 2002, of record in Deed Book 469, Page
253, in the office of the Floyd County Clerk.

ARl
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ADDENDUM TO LEASE AGREEMENT

This ADDENDUM TO LEASE AGREEMENT (the "Lease Addendum”) is made, entered into and
effective as of September 26, 2003, by and among the FLOYD COUNTY, KENTUCKY PUBLIC
PROPERTIES CORPORATION, a publie nonprofit, nonstock corporation 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 through its Fiscal Court.

WITNESSETH

WHEREAS, the Cotporation has, at the direction of the County, heretofore authorized its “Floyd
County, Kentucky Public Properties Corporation First Mortgage Revenue Bond Anticipation Renewal Notes
(Water Project), Series 2003, in the principal amount of Twao 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 “Prior Notes™), dated October 15,2001, which Prior Notes
were issued to finance all or a portion of certain facilities which all or a portion. thereof will be leased to the
County (the “Project™); and

WHEREAS, putsuant to an Resolution adepted 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 & 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 pravides, 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 all improvements
thereon and to be constructed thereon from an initlal Occupancy Date, as defined in the Contract;

WHEREAS, the Corporation and the County desire to execute and enter 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, 2001, 2 true and accurate copy of which is recorded in Deed Book 472, Page
179, Office 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 "Floyd County, Kentucky Public Properties Corporation First Mortgage Revenue
Bond Anticipation Renewal Notes (Water Project), Series 2003", in the principal amount of $2,395,000 (the
"Renewal Notes"), the Corporation and the County mutually covenant and agree to execute and enter into this
Addendum, and amended the Contract, as follows:

Section 1. Lease of Project of the County and Cotporation; 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 agrees 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 shall 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 ratfy the remaining terms and provisions of the
Contract, dated as of October 15, 2001 (except as amended hereby), 2 true and accurate copy of which is
recorded in Deed Book 472 Page 179, Office of the Floyd County Court Clerk, Prestonsburg, Kentucky, the legal
description for which Contract is attached hereto as Exhibit “B”;

Section 2. The Cotporation and the County, with the execution of this Addendum, hereby reaffirm
and raiify 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 Book 472, Page 179, Office of the Floyd County Count
Clerk, Prestonsbusg, Kentucky, which is incorporated in this Addendum, and agree to be bound by the terms
and provisions theteof 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 Clerls, 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
attested by its Secretary and the Coumy of Floyd, Kentucky, 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:
O (}‘\ \,k) W/\)/? Chairman/President

MO y

Secretary
COUNTY OF FLOYD, KENTUCKY
ATTEST
O &‘\ w L BY: m% Zﬁw

By: ARy C&M County Judge/Executive

Figcal Court Clerk
COMMONWEALTH OF KENTUCKY )

) 8S:

COUNTY OF FLOYD )

\i—“‘%] a Notary Public in and for the State and County aforesaid, do hereby cgﬁfi:hat‘ﬂn this Scptember
19 0

03, the forepoing Addendum was produced to me in my office by “Th trapsa
Chairman/President, andi ns !ﬁgggl* , Secretary, of the Floyd County, Kentucky Public

Properties Corporation, and they thereupon tespecnvcly acknowledged before me the execution and attestation

thereof as the official act and deed of such Corp%%/
My, ommd' siobt:gires: (/()'@,% 9
C) e ! Notasy I},ublic, State at Large

COMMONWEALTH OF KENTUCKY )
) S8:
COUNTY OF FLOYD )

q&h 1, 2 Notary Public in and for the State and County aforesaid, do hereby certify ghat on this September
2003, the fo ﬁ.u)

regoj Adchum was produced to me in my office by County
Judge/ Executive and _{ ?ﬁ[w ng‘\- » Fiseal Court Clerk of the County of Floyd, Kentucky, and they

thereupon tespectively acknowledged before me the execution and attestation thereof as the official act and deed
of such County.

My ission expires: W
6’ | ﬁ - Nothry Public, State at Large
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COMMONWEALTH OF KENTUCKY )
) 88
COUNTY OF FLOYD )
I, Clerk in and for the County and State aforesaid, hereby certify that on
‘ , 2003, the foregoing Addendum was filed in my office to be and has been together with the
foregoing certificates attached thereto, recorded in Book atPage ___.
Clerk

The foregoing instrum

Gillard B. JohnSon IT
Cox Bowling & Johngon PLLC
Suite 1102, Bank Otte Plaza

201 East Main Street
Lexington, Kentucky 40507
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EXHIBIT “g°

FLOYD COUNTY PUBLIC PROPERTIES CORPORATION
FIRST MORTGAGE REVENUE BOKD ANTICIPATION NOTES, SERIES 2001
FINAL SCHEDULES

Debt Service Schedule

EOSaAIICTITATE SRS SIS

Date principat Coupon Interest perjod Total Fiscal Total
41174 16,923.00 16,923.00 16,923.00
107 17 & 2,395,000.00 1.375000 16,465.63  2,411,465.63
& 175 2,411,465.63
2,395,000.00 33,388.63 2,428,388.63
ACCRUED
2,395,000.00 33,388.63  2,428,388.63
snemwsanesaRI

Dated 9726/ 3 with Dslivery of 9726/ 3

Bond Years 2,428,266

Average Coupon 1.375000

Average Life 1,013889

RI1ec x 1.868151 X Using  99.5000000
TIC X 1.875070 % From Delivary Date
Arbitrage Yield 1.374933 X

. ROSS, SINCLAIRE & ASSOCIATES - JPETERSER

Filename: FLOYD Key: 03BANS
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LEGAL DESCRIPTION OF PROJECT SITE

1. 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 "1" 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
" heretofh 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
from Southern Water & Sewer District, as Grantor, to Floyd County, Kentucky Public
Properties Corporation, as Grantee, dated April 29, 2002, and recorded in Deed Book #4724,
Page /G & , Floyd County Court Clerk's Office.
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GROUND LEASE AGREEMENT )

December, 2001, is entered into by and between DINNA MUI;LINS, single,
1424 FRasues CRERC Medovumi k#q,?fgessor”) and SOUTHERN WATER
& SEWER DISTRICT, P.O. Box 610, McDowell, Kentﬁcky, 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 shall be for a term of Fifty (50) years, commencing on
December __222, 2001, and terminating on December 2__/_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 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.
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4. That at no time during the term of this Lease Agre¢ment 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 pérsonal 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
ﬁgreements herein contained shall be binding upon, apply and insure to the
benefit of the parties hereto and their respective heirs, executors, administrators,
successors and assign.

IN WITNESS WHEREOF, the parties have caused this Lease to be
executed by their duly authorized represenfative_s.

“LESSOR”

-

DINNA MULLINS

SOUTHERN WATER & SEWER
DISTRICT Grantee

/ Cith; zmm
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COMMONWEALTH OF KENTUCKY
COUNTY OF FLOYD
SUBSCRIBED and SWORN to before me this _2" day of

T, 2001, by DINNA MULLINS, single, to be her free act and deed.

My Comumission Expires:__&Jiofe

‘*YVLLL\:&.QIA.» R @}&_L’,&_ua;ﬂ-
NOTARY PUBLIC

COMMONWEALTH OF KENTUCKY
COUNTY OF FLOYD

- SUBSCRIBED and SWORN to before me this _ 3™ day of
., W, 5;0\21

Delember, 2061, by SOUTHERN WATER & SEWER DISTRICT by
l‘J‘?—kbﬁr{’ ch be 4 Jits _C g g , Grantee.

My Commission Expires: {} ofe

e G (\lia/c-l_u%
NOTARY PUBLIC

THIS INSTRUMENT WAS PREPARED BY:

RALPH H. STEVENS, P.S.C.
ATTORNEY AT LAW

P.O. DRAWER 466

142 WEST BRANHAM STREET
PRESTONSBURG, KY 41653
(606) 886-1000

g .
A
RALPH H. STEVENS
ATTORNEY AT LAW
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EXHIBI e Premi

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’ feet
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.

Beginning 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° 23’ 41” W a distance of 30.03’ feet to a capped pin set

N 76° 35’ 08” E a distance of 30.01’ feet to a capped pin set

$13°20’ 30” E a distance of 30.03" feet 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:

Cav e L'.;n.l.,';fa
faining Q021 6EHEE A 1
P LEG A7 oclock
ereupon the same with

4 d ¢
ing and this corificate have peen duty recorded

T n

S 76° 35 00” W a distance of 29.98" feet to the begmuné,
more or less as per a survey by R.M. Johnson Engingézi
11-21-01.
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Description of a certain tract or parcel of land lying and

being on Mink Branch of Mud Creek, Floyd County,

. - Kentucky, approximately 8,177’ feet southwest from the
ERACTNO. 1 intersection of Mink Branch and Mud Creek. Subject
property is at approximately 1246’ feet 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.

Beginning 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 2,533,513.4123; thence
severing the Roy and Mary Hall property for four (4)
calls as follows: )

S 38° 52’ 40” W a distance of 50.00’ feet to a capped pin

set
N 51° 06" 47" W a distance of 49.99’ feet to a capped pin

set e

N 38° 49" 48” E a distance of 50.00" feet to a capped pin

. set

) S 51° 06’ 49” E a distance of 50.03' feet to the beginning
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’ feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of Roy
and Mary Hall beginning at Mink Branch Road and
continuing across said Hall 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 Ray Hall and Mary Hall,
his wife, by deed dated December 22, 2001, of record in Deed Book 467, Page 510, in the office of

the Floyd County Clerk.
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being on the Right Fork of Beaver Creek near the City of
Martin, Floyd County, Kentucky, approximately 660
feet southeast from the intersection of KY RT. 80 and KY
RT. 122. Subject property is at approximately 850 feet

‘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 Floyd County

Court Clerk in Deed Book 237, Page 74, 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.

Beginning at a capped pin set, said pin also being a
comunon corner to the new boundary for the Susan
Elaine Compton property as recorded in Deed Book
237, Page 74 and has an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North-2,100,730.74 and EBast 2,506,037.68; thence
severing the Susan Elaine Compton property for four
calls as follows:

5 61° 54’ 35* H a distance of 149.98' feet to a capped-pin
set

5 28° 04’ 42 W a distance of 14999’ feet to a capped
pin set '

N 61° 54’ 37" W a distance of 150,00 feet to a capped
pin set

N 28° 05" 08" E a distance of 149.99" feet to the
beginning, containing 0.516 acres more or less as per a
survey by RM. Johnson Engineering, Inc., completed
on 11-21-01. .

It is.also understood that there is to be a 15" feet wide
perpetual easement for access road and othér necessary
appurtenances across the remaining property of Susan
" Elaine Compton beginning at an existing graveled road
and. continuing across said Compton property to the
boundary of the aforementioned tract to be conveyed
and there ending, '

Being a part of the same pmpe@ conveyed to the Grantor, from T. J. Compton and Juanita
Compton, his wife, and Susan Elaine Compton, single, by deed dated Jannary 30, 2002, of record

in Deed Book 468, Page 474, in the office of the Floyd County Clerk.

Y
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CRACTNO. 3,
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Hamilton Branch Pump Station

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 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.

" Beginning at a capped pin set in the southeast right-of-
way line of KY RT. 680 having an approximate NAD 83
Kentucky South Zone State Plane coordinate value of
North 2,065,587.8620 and East 2,537,867.1100, said
capped pin being 35’ feet 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 Office; thence leaving the right-of-
way of KY RT 680 and severing the remaining land of
the Floyd County Fiscal Court for four (4) calls as

follows:

N 29° 04’ 01” E a distance of 5.68’ feet to a capped pin

set ‘ .
5 60° 56" 48” E a distance of 25.01" feet to a capped pin

set .

S 29° 04’ 03” W a distance of 25.03’ feet to a capped pin
set

N 60° 54’ 35” W a distance of 25.01’ feet to a capped
pin set in the southeast right-of-way line of KY RT 680,
said point being 35" feet 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 call as follows:

N 29° 04’ 01” E a distance of 19.3¢’ feet to the

beginning, containing 0.014 acres more or less as per a

survey by R. M. Johnson Engineering, Inc., completed
on 11-20-01.

B

Being a part of the same property conveyed to the Grantor, from Floyd County Fiscal

Court, by deed dated January 25, 2002, of record in Deed Book 468, Page 479, in the office of the
Floyd County Clerk.
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TRACT NO. 4

.DAa) e

Weeksbury Pump Station

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.

Béginning at a capped pin set within the boundary of a

. tract of land now owned by Tommv and Barbara Roop,

this tract of land is designated as Lot #5 in the town of
Weeksbury as shown on Map #142 and recorded in the

Floyd County Court Clerk's 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 Bast 2,529,765.82 and bears N
59° 04’ 17”7 W approximately 47.16' feet 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:

S 52° 42’ 00” W a distance of 30.01' feet to a capped pin
set
N 37° 18’ 31” W a distance of 30.02' feet to a capped pin
set
N 52° 39’ 41” B a distance of 30.01’ feet to a capped pin
set
537° 18’ 39" E a distance of 30.04’ feet to the beginning,
containing (.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’ feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining land 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

ending.

. 183

Being a part of the same property conveyed to the Grantor, from Tommy Roop and Barbara

Roop, his wife, by deed dated January 25, 2002, of record i in Deed Book 468, Page 483, in the office
of the Floyd County Clerk.
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HERACTNO. 5

Description for a certain tract or parcel of land Tying
and being on Johns Branch near the town of Langley,
Floyd County, Kentucky, approximately 4,647" feet
northwest from the intersection of Johns Branch and
the Right Fork of Beaver Creek. 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 Office of the

Floyd County Court Clerk in Deed Book 185, Page 460, -

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.

Beginning at a capped pin set approximately 15.69" feet
north of the northern edge of pavement of Johns Branch
Road, said capped pin also being a common point in
the new boundary line of land owned by The Floyd
County Fish and Game Club as recorded in the Office 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
2,095,555.65 and East 2,497,547.86; thence severing The
Floyd County Fish and Game Club property for four (4)
calls as follows:

S 86° 00" 12" W a digtance of 30.00" feet to a capped pin
set - .
N 03° 58’ 57" W a distance of 29.99’ feet to a capped
pin set . .

N 857 58" 43 E a distance of 30.00’ feet to a capped pin
set

S 03° 59’ 41" E a distance of 30.00' feet to the beginning,
containing 0.021 acres more or less as per a survey by
R.M. Johnson Engineering, Inc., completed on 01-09-

02.

It is also understood that there is to be a 15’ feet wide

perpetual easement for access road and other necessary
appurtenances across the remaining property of The
Floyd County Fish and Game Club beginning at Johns
Branch 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.

T e e

Being a part of the same property conveyed to the Grautor, from Floyd County Fish and

Game Club, Inc., by deed dated January 28, 2002, of record in Deed Book 468, Page 487, in the
office of the Floyd County Clerk.
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Descrxphon of a certam h‘act or parce! of Iand lymg and »
being in Spurlock Creek, Floyd County, Kentucky,
approximately 330" feet north of KY RT 2030 and
. approximately 1,093 feet northwest from the Road Gap
TRACTNO. 6 on KY Rt 2030 between Trace Fork and Spurlock Creek.
' Subject property is at approximately 1,110° feet
elevation above Mean Sea Level and lies entirely within
a boundary of land now owned by Ivan and Ethel
Carroll as recorded in the Office of the Floyd County
Court Clerk in Deed Book 286, Page 102 and being miore

particularly described as follows:

Unless otherwise stated, any monument referred to
herein as a capped pin set iz a 5/8” inch diameter rebar
steel, 18” inches in length, with a plastic cap stamped
R.M. Johnson Engineering 3521. :

Beginning at a capped pin set, said pin also being a
common comner to the new boundary for the Ivan and
Ethel Carroll property as recorded in the Office of the
Floyd County Court Clerk in Deed Book 286, Page 102
and has an approximate NAD 83 Kentucky South Zone
State Plane coordinate value of North 2,081,502.3203
East 2,522,255.2038; thence gevering the Ivan and Ethel
Carrol property for four calls as follows:

N 55° 24’ 01" W a distance of 50.00’ feet to a capped
pin set

N 34° 35" 47" E a distance of 49.99’ feet to a capped pin
set

S 55° 4’ 24" E a distance of 50.02' feet to a capped pin
gset

S 34° 37" 30”7 W a distance of 49.99 feet to the
beginning containing 0.057 acres more or less as per
survey by R.M. Johnson Engineering, Inc., completed
on 12-10-01.

It is also understood that there is to be a 15’ feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of Ivan
and Ethel Carroll beginning at KY RT 2030 and
continuing across said Carroll 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 office of the Floyd

County Clerk.
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" . Mink Branch Pump Station

bh

' 2 A description for a certain tract or parcel of land lying
Y RACTNO.7 -and being on Mink Branch of Mud Creek, Floyd County,
Kentucky, on the west bank of Mud Creek at the mouth
of Mink Branch. Subject property lies on the south side
of Mink 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 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
RM. Johnson Engineer 3521.

Beginning at a capped pin set 4.41° feet south of the
southern edge of Mink Branch Road, and being S 54°
40’ 10" W 14.67’ feet from the southwest corner of the
bridge crossing Mud Creek. Said point also being a
common corner in the new boundary line of property
now owned by Eula Hall as recorded in the Floyd
County Clerks Office 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 2,538,636.5440; thence severing the Bula Hall
property with three (3) calls as follows;

. 514° 06" 15” W a distance of 29.92' feet to a capped pin

set
§73° 09" 46" W a distance of 29.90’ feet to a capped pin

set .
N 13° 49’ 35” E a distance of 30.05" feet to a capped pin

set 3,72’ feet south of the southern edge of Mink Branch
Road; thence following a line near the southern edge of
Mink Branch Road for one call as follows:

N 73° 31’ 00" E a distance of 29.96" feet to the
beginning, containing 0.018 acres more or less as per a
survey by RM. Johnson Engineering, Inc., completed on
11-21-01,

Being a part of the same property conveyed to the Grantor, from Bula Hall, single, by deed
dated January 31, 2002, of record in Deed Book 469, Page 13, in the office of the Floyd County

Clerk.
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TRACTNO. 8

John Hall Branch Tank Site

Descnpuon of a certain tract or parcel of land lymg and
being on the John Hall Branch of Frasure Creek in Floyd

_County, Kenmckgr ,at the head of John Hall Branch,

approximately 780 feet north of KY RT. 680 a1_1d
approximate elevation of 1406” feet above Mean Sea
Level and lies entirely within 2 boundary of land now
owned by Vernon Cornett as recorded in the Office 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 i3 a 5/8” diameter rebar steel, 18"
inches in lenpgth, with a plastic cap stamped R.M.
Johnson Engineering 3521.

Beginning at a capped pin set, said capped pin being a .

common comer to the new boundary for the Vernon
Cornett property as recorded in the Office 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 severing the Vemon Comett
property for the four (4) calls as follows:

N 18 degmes 01’ 16” W a distance of 49.96° feet to a
capped pin set
N71 degrees 59" 03" E a Jdistance of 50.00° feet to a

capped pin set
S 17 degrees 59°59” E a distance of 49.97° feet to a

capped pin set

S 71 degrees 59°28” W a distance of 49.98 feet to the
point of beginning, containing 0.057 acres more or less as
per survey by R M. Johnson Engmeenng, Inc., completed
on 11-26-01.

It is also understood that there is to be a 15° feet wide
perpetual easement for access road and other necessary
appurtenances across the remaining property of Vernon
Comett as recorded in the Office of the Floyd County
Court Clerk in Deed Book 336, Page 708, beginning at
KY Rt. 680 and continning across said Cornett property
to the boundary of the aforementioned tract to be
conveyed and there ending.

e IO
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Being a part of the same property conveyed to the Gnintor, from Vernon Comett,
single, by deed dated January 31, 2002, of record in Deed Book 469, Page 131, in the office
of the Floyd County Clerk.

iy
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Weeksbury Tank Site A 1B

: A description of a certain tract or parcel of land lying
IRACTNO. 9 and being on the Left Fork of Beaver Creek in Floyd
County, Kentucky, approximately 6,327’ feet 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° feet elevatiori above Mean Sea

Level and lies entirely within a boundary of land now

owned byﬂ{qhn J. and Patsy J. Sword as recorded in the
office of the Floyd County Court Clerk in Deed Book

396, Page 164, 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. Johnsen Engineering 3521. ‘

Beginning at a capped pin set in the dividing line
between property now owned by John J. and Patsy J.
Sword and recorded in Deed Bock 396, Page 264,
records of the Floyd County Court Clerk’s Office and
property now owned by Collins and Mayo, apd
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° 52’ 20” W a distance of 50.01" feet 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° 07° 53” E a distance of 49.98 feet to a capped pin

set .
S 40° 52’ 58” E a distance of 50.01’ feet to a capped pin

set
S 49° 08" 077 W a distance of 49.99° feet to the

beginning, containing 0.057 acres more or less as per a
. survey by RM. Johnson Engineering, Inc., completed
on 11-27-01,
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. It is also understood that there is to be a 15’ feet wide
. perpetual easement for access road and other nei
: appurtenances across the remaining property of John J.
. ' and Patsy J. Sword beginning at KY RT, 466 and
' continuing across said Sword property to the boundary
of dthJ:g aforementioned tract to be conveyed and there
en o

Belng a part of the same property conveyed to the Grantor, from John J. Sword and
Patsy Sword, his wife, by deed dated January 31, 2002, of record in Deed Book 469, Page
252, in the office of the Floyd County Clerk.

STATE CF KENTUCKY, COUNTY OF FLOYD, $.S.

I, CHRIS WAUGH,Clerk of Floyd County certify that the

foregaing. was on lhe
day of , 2003 ated:SLe'clock

.f_.m. lodged for record whereupon the same with

the faregoing and this cerificale have heen duly recorded

Inmy office.

Witness my hand, thls ja of%
SHRIS WAUGH, CLERK By, n W00



Book 491 Page 191

Book 047/ page_(9!

DEED OF CONVEYANCE

PARCEL NO, M-16

THIS DEED, between VERBAL MEEKS, SINGLE, 149 School Street, Betsy Layne,
Kentucky 41605; BERNIECE PRATER, SINGLE, 115 Amold 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 HIGHWAY'S, 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 foreve¥, 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 139,07 feet 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 10 a point 64.85 feet left of Mainline station 444+94.65; thence North 19




Exhibit R
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MORTGAGE DEED OF TRUST

“This Mortgage Deed of Trust (the “Mortgage”), is made and entered into as of the 26" day of
September, 2003, by and between Floyd County, Kentucky Public Properties Corporation, a nonprofit,
nonstock Kentucky public corporation of the County of Floyd, Kentucky (the “Corporation”), and Citizens
National Bank, a trust company organized under and existing by virtue of the laws of the Commonwealth of
Kentucky, with its principal office and place of business in Paintsville, Kentucky, and being duly qualified to
accept and administer the trusts hereby created (the “Trustee™);

WITNESSETH:

WHEREAS, the Corporation is a nonprofit, nonstock public and governmental corporation duly
organized under and existing by virtue of the laws of the Commonwealth of Kentucky for 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 furthetance of the praper 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 Installing water lines within the County (the “Project”), to authorize its [Zimt Mortgage
Revenue Bonds (Water Project) in n 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 Project) in the principal amount of Two Million, One Hundred
Seventy-five Thousand Dollazs (§2,175,000) (“Prior Notes”) it having been derermined by the Cotporation that
the issuance of the Bonds should be deferred but that in anticipation of the issuance of the Bonds, the Notes
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), Series 2003 ("Renewal Notes") in the principal amount of §2,395,000 to pay
the principal and interest on the Prior Notes; and

WHEREAS, the botrowing 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 exccution 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, acknawledgment and deliveey by its officers on its behalf of a Mortgage for
securing the payment thereof, has been authorized and directed by a Resolution of the Board of Directors 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 authority 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
and agreed that they will, in a timely mannet, 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 of the
Renewal Notes in the principal amount necessary to discharge the ourstanding Renewal Notes at or prior to
maturity; and

WHEREAS, the County and the Corporation further covenant that they will adopt such Ordinances
and Resolutions required to authorize the issuance of Bonds to pay in full the principal and interest on the
Renewal Notes and completion of the Project; and

WHEREAS, it is apptopriate at this ime, 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 forthwith:
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NOVW, 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 thereef, and for the putpose of fixing and declaring the terms and conditions
upon which the Renewal Notes are to be issued, authenticated, delivered, secured and accepted by all persons
who shall from time to time be or become holders thereof, and in order to secute 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 all the covenants, agreements and conditions
therein and herein contained, the Corporation has executed and delivered this Mortgage, and it is mutually agreed
and covenanted by and between the partics hereto, for the equal and proportionate benefit and security of all and
singular the present and future holders of the Renewal Notes issued under this Mortgage without preference,
ptiority 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 priority in the issue, sale or negotiation thereof or otherwise, as
follows:

ARTICLE I
DEFINITIONS-CONSTRUCTION

Section 101, Definitions, Unless the context clearly indicates some othet meaning, the following words
and terms shall, for all 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 pursuant to the Lease and this Mottgage.

“Act” shall mean Chapter 58 and Sections 273,161 to 273.390, inclusive, of the Kentucky Revised
Statutes, as the same may from time to time be amended,

“Aschitect” shall mean an aschitect or engineer selected by the County to supetvise the construction of
the Project for the Corporation.

“Authotized Officer” shall mean, with respect to the Corporation, the President, Vice President,
Secretary ot 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 shall mean, with respect to the County,
the Judge/Executive or any officer, agent or employees duly authorized by ordinance or resolution of the County
to perform the act or sign the document in question,

“Bonds” shall mean any of the principal amount, as hereinafter determined, of Floyd County, Kentucky
Public Properties Corporation Fizst Mortgage Revenue Bonds, (Water Project), or the issue of such Bonds, as
the case may be, authenticated and delivered under s Mortgage or Indenture and authorized and issued pursuant
to 2 Resolution duly adopted by the Corpotation or such other date as selected by Resolution of the Cotporation
and approved by the County maturing no latet than thirty years from the date of delivery thereof, Pursuant to
the Mortgage, the provisions, terms and denomination of the Bonds shall be altered and finally determined by
the Corpotation and the County at the time of actual issuance of the Bonds.

“Certificate” shall mean a document signed by an Authorized Officer of the County or the Corporation
attesting to or acknowleding the circumstances or other matters therein stated.

“Code” shall mean the Internal Revenue Code of 1986, s amended and applicable regulations
promulgated thereunder.

“Corporation” shall mean Floyd County, Kentucky Public Propertes Corporation, anonprofit, nonstock
ublic corporation organized and existing under Kentucky Jaw, including particularly Section 58.180 and Sections
273.161 to 273.390, inclusive, of the Kentucky 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” shall mean the County of Floyd, Kentucky, a political subdivision of the Commonwealth of
Kentcky.

“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 Fiduciaties” 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 Mortpage.

“Holders" or "Noteholders" shall mean the person in whose name a Renewal Note is registered or the
beneficial 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 chatteced in the
Commonwealth of Kentucky;

(b) obligations and contracts for futute delivery or putchase of obligations backed by the full faith
and credit of the United States or a United States government agency, including but not limited to:

@® United States Treasury;

(i) Bxport-Import Bank of the United States;

(i) Farmers Home Administration;

(iv) Government National Mortgage Corpotation; and
W) Merchant Marine bonds;

1G] obligations of any corporation of the United States government, including but not limited to:

0 Federal Home Loan Mortgage Corporation;
(i) Federal Farm Credit Banks;

(iit) Bank for Cooperatives;

(iv) Fedetal Intermediate Credit Banks;

) Federal Land Banks;

(v1) Federal Home Loan Banks;

(vil)  Federal National Mortgage Association; and
(vit)  Tennessee Valley Authority;

(d) certificates of deposit issued by or other interest-bearing accounts of any bank or savings and
loan institution which are insuted by the Federal Deposit Insurance Corporation or similar entity or which are
collateralized, to the extent uninsured, by the following:

@ bonds, notes, or other obligations of ar guaranteed by the United States, or those for which the
credit of the United States is pledged for the payment of the principal and interest thereof, and
any bonds, notes, debentures or any other obligations or securities issued or guaranteed by any
federal governmental agency, presently or in the future established by an Act of Congress, as
amended or supplemented from time to time;




Book 419 Page 213

)
()

)

"

)

(=

®

@

0

200k N Y Fage_Q13

obligations of the Commonwealth of Kentucky including revenue bonds issued by its statutory
authorities, commissions or agencies;

revenue bonds issued by educational institutions of the Commonwealth of Kentucky as
avthorized by KRS 162.340 to 162.380;

obligations of any city of the first, second, and third classes of the Commonwealth of Kentucky,
or any county fot the payment of principal and interest on which the full faith and credit of the
issuing body is pledged;

school improvement bonds issued in accordance with the suthority granted under KRS 162.080
to 162.100; or

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

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

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

the management company of the investment company shall have been in operation for at Jeast
five (5) years; and

all of the securities in the mutual fund shall be investments described in (a) - (d) above.

“Lease” shall mean the Contract, Lease and Option dated as of September 26, 2003, by and between the
County and the Corporation.

“Memotandum of Instructions” shall mean the Memorandum of Instructions Regarding Rebate
delivered to the Corporation 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 ity terms,

“Mortgage” shall 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, all of the rights of the Corporation arising in and by virtue of the Lease and the Construction
Agteement, and inciuding without limitation all of the Pledged Receipts.

. “Ourtstanding” when used with reference to the Renewal Notes, shall mean, as of any date, all Renewal
Notes theretofore or then being authenticated and delivered under the Mortgage, except:

0]
(i)

Any Renewal Notes cancelled by the Trustee at or prior to such date;

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)
() cash, equal to the principal amount or redemption price thereof, as the case may be, with
interest to the date of matutity 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, which, together with cash, if any, shall be sufficient to pay
when due, the principal amount or redemption price, as the case may be, with 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 Mottgage provided, or provision
satisfactory to the Trustee shall have been made for the giving of such notice;

.52




Book 413 Page 214

BOOK:miﬂ_ Pang J_-QJEL__

(iif) 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™

0] shall mean all 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.

i shall mean and include any and all appropdations made to the Corporation by the County or
any other 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;

(i) shall include all interest earned and gains realized on Investment Obbligar_ions unless the
Mortpage specifically requires such interest earned and gains realized to remain in a particular
fund or to be transferred to a particular fund.

w2 (fv) shall mean and include all dghts arising under the Construction Agreement and this Lease,
including, but not by way of limitation, the 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

) shall mean and include all amounts in all funds and accounts created by the Mortgage. including
capitalized interest; provided that amounts in the Rebate Fund shall not constitute Pledged
Receipts.

(vi) shall mean and include any amounts realized from the foreclosure and decretal sale of the
Project.

(vii)  shall mean and include all futute bond proceeds issued by the Corporation at the direction of
the County to complete the Project.

“Prior Notes” shall mean the $2,175,000 First Mortgage Revenue Bond Anticipation Notes (Water
Project), Series 2001, dated September 1, 2001.

“Project” shall 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” shall mean the $2,395,000 First Mortgage Revenue Bond Anticipation Renewal Notes
(Water Project), Serics 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.  Construction of Mortgage, In this Mortgage, unless the context otherwise requires:

Articles and Sections referred to by number shall 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”, “hereof”, “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 afier the date
of adoption of this Mortgage.

ARTICLE I
DEMISING CLAUSES

Section 201, The Pledges Effected by this Mortgage.

(D The Cotporation, 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, remised, released, warranted, conveyed, confirmed, assigned, transferred and set over, and by these
presents grants, bargains, sales, aligns, remises, releases, watrants, 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
real property constituting the Project and the Project Site, being mote particularly described in Exhibit “A”
attached hereto and to the Lease, duly filed in the Office of the County Clerk of Floyd County, Kentucky,
together with all improvements now situated thereon and to be hereafter constructed thercon.

) For the purpose of further securing the holders of the Renewal Notes, the Corporation does
hereby transfer and assign to the Trustee all its right, title and intetest in and to the Lease, the Corporation
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
temain 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.

&) For the purpose of further securing the holders of the Renewal Notes, the Corporation, as
expressly provided and permitted by the Lease, does hereby transfer and assign to the Trustee all of its beneficial
tights, 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 Trustee
in strict accordance with the terms of this Mortgage.

TO HAVE AND TO HOLD the premises, choses in action, rights, teceipts, franchises, revenues and
privileges hereby conveyed and assigned to the Trustee, its successors and assigns forever.

BUT IN TRUST, NEVERTHELESS, for the equal pro rata benefit and security of each and every
Holder of the Renewnd Notes and interest payable thereunder and secured by this Mortgage, and for enforcing
payment thereof, when payable, in accordance with the true intent and menning of the stipulations of this
Mortgage and of the Renewal Notes, respectively, and without preference as to lien or otherwise of any one Note
and so that each Note issued under this Mortgage shall have the same lien and privilege herennder and so that
the principal of, interest on, and premium (if any) in respect of €very Kenewal Note shall be equally secured
hereby according to the amount of the principal of 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 exceution and delivery of this Mortgage whether the same shall be actually issued, sold or disposed of .t said
date or whether they shall be issued, negotiated or sold at some future date and so that the lien and security of
this Mortgage and of all Renewal Notes that may be issued under the same shall take effect from the date of
execution and delivery 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 the creation of subsequent liens by the Corporation or by the entry or acquisition of
judgments or liens in any form by creditors at any futurc time; and satd propesties shall be held for the further
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uses and upon the terms and conditions herein set forth,

ARTICLE YiI
AUTHORIZATION AND ISSUANCE OF RENEWAL NOTES

Section 301. Authorization for Mortgage. This Mortgage is adopted pursuant to the Act.

Section 302. Mortgage to Constitute Contract. In consideration of the purchase and acceptance of 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 contract of the Corporation with the Holders from time to time of Renewal Notes
and shall be deemed to be and shall constitute 2 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 necessary 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 Holders 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,
priotity or distinction of any of the Renewal Notes over any other thereof except as expressly provided in this
Mortgage.

Section 303, Issuance and Delivery of Renewal Notes. Having been authotized by the Resolution, the
Renewal Notes shall be executed by or on behalf of the Corporation and delivered to the Trustee for
authentication, and upon compliance by the Corporation with the special requirements, if any, st forth in such
resolution, and with the requitements of Section 304 hereof, the Trustee shall thereupon authenticate and deliver
such Renewal Notes to or upon the otder of the Corporation.

Section 304. Conditions Precedent to Authentication and Delivery of Renewal Notes. 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:

)] Original executed counterparts of this Mortgage, the Lease and the Resolution, each certified
by an Authorized Officer of the Cotporation;

@ The written order of the Corporation as to the delivery of the Renewal Notes, signed by an
Authorized Officer of the Corporation describing the Renewal Notes to be authenticated and delivered,
designating the purchasets to whom the Renewat Notes are to be delivered, and stating the purchase price of the
Renewal Notes;

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 Corpotation authorizing the
Renewsal 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 2 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, auchentication
and delivery thereof, that the Renewal Notes will be duly and validly issued and will constitute valid and binding
obligations of the Corporation in accordance with their terms entitled to the benefits of this Mortgage, the Lease
and the Corporation's Note;

A certificate of an Authorized Officer of the Corporation stating that the Corporation is not
in default in the performance of any of the covenants, conditions, agteements or provisions contained in this
Mortgage;

&) 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 ot provisions contained in the Lease; and

O] Such certificates, opinions and other evidentiary materials as shall be reasonably required.
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Section 305. Medium of Paying; Form and Date. The Renewal Notes shall be payable, with respect to
principal, redemption price, if any, and interest, in any coin or cutrency 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
thereof as of the fifteenth (15 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 ot 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 conuin 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 otherwise, a5 may be determined by the Corporation priot to the delivery 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 Authotized Officer of the Corporation and attested by
the manual or facsimile sipnature 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 shall 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 ot be so employed. Any Renewal Note may be signed on behalf of the
Corporation by such persons as at the actual time of the execution of such Renewal Note shall 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 authotized or have held such office ot employment,

Section 307. Transfer and Repistration of Renewsl Notes. All Renewal Notes shall be registered as to
both principal and interest on the books of the Corporation maintained at the office of the Trustee (hereby
designated as Registrar for the Renewal Notes). The Renewal Notes shall be subject to transfer, without charge
to the Holder, except for any tay, fee or other governmental charge required to be paid with respect to such
transfer. No transfer of any Renewal Note shall be valid uniess made on said books at the request of the
registered ownex in person or by his attorney duly authorized in writing, and similatly noted on such Renewal
Note. The Trustee shall not be required to transfer or exchange any Renewal Note on any date which is after
the fifteenth (15 day of the month preceding any interest payment date, or during any period beginning fifteen
(15) days peior to the selection by the Trustee of Renewal Notes to be redeemed prior to matatity and ending
on the date of mailing of notice of any such redemption. The person in whose name 2 Renewal Note is
registered upon the baoks of the Corporation shall be deemed the owner thereof for all purposes hereunder.

Section 308, Rencwal Notes Mutilated, Destroyed, Stolen or Lost.  In case any Renewal Notes shall
become mutilated or be destroyed, stolen orlost, the Corporation shall execute and the Trustee shall authenticate
and deliver 2 new Renewal Note of like maturity and principal amount as the Renewal Note so mutilated,
destroyed, stolen or lost, in exchange and substitution for 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 satisfactory to them and complying with such other reasonable regulations as the Corporation and the
Trustee may prescribe and paying such expenses as the Corpotation and the Trustee may incur in connection
therewith. Al Renewal Notes so surrendered to the Trustee shall be cancelled by it and evidence of such
cancellation shall be given to the Corporation.

Section 309. Authentication of Renewal Notes, Fach 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 “B”
duly completed and manually executed by the Trustee. Only such Renewal Notes as shall bear thereon such
certificate of authentication and regjistration, duly executed, shall be entitled to any right or benefit under this
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Mortgage. No Renewal Note shall be valid or obligatory for any purpose unless such cestificate of authentication
upon such Renewal Note shall have been duly executed by the Trustee. Such certificate of authentication by the
Trustee upon any Renewal Note executed on behalf of the Corporation shall 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 benefit of this Mortgage. The authentication of any Renewal Note by the
Trustee shall in itself constitute the acceptance by the Trustee of the trusts created by this Mortgage.

Section 310. Form of Renewal Notes. Subject to the provisions of any resolution of the Corporation,
the Renewal Notes shall be substantially in the form set forth in Exhibit “B” hereto,

Section 311. Authorization of Renewal Notes. Pursuant to the Act, there is hereby authorized the
“Floyd County, Kentucky Public Properties Corporation First Mortgage Revenue Bond Anticipation
Rencwal Notes (Water Project), Series 2003 dated September 26, 2003, in the principal amount of
$2,395,000, to provide sufficient funds for the payment of the costs of the Project and payment of Cost of
Issuance.

The Renewal Notes shall be issued only as bock-entry in the minimum denomination of $25,000 and
any multiples 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 per annum from such date at the rate or rates set forth in the resolution of the Corporation approving
the sale of the Renewal Notes (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, shall 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 full and final payment of the principal of, interest on, and premium, if any, 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 within the meaning of the Constitution and laws of the Commonwealth of
Kentucky nor shall they be a charge against the general credit or taxing power of the County or the general credit
of the Corporation, but shall be special obligations of the Corporation, payable solely and only from revenues
and funds specifically pledged by the Corporation for the payment of the principal of, interest on, and premium,
if any, with respect to the Renewal Notes.

Notwithstanding anything herein to the contrary, the Cotporation reserves the right at all times during
the term of this Mortgage and the Lease, to make provision for discharge of all Renewal Notes by depositing into
the 2003 Note Fund moneys sufficient to pay all principal and interest requirements on the Renewal Notes to
a pexmitted date of redemption oz, to the date of matutity, together with sufficient additional moneys to redeem
and discharge all cutstanding Renewal Notes on such redemption date, ot to deposit into such 2003 Note Fund
such principal amount of Investment Obligations (as defined in clause ()) of the definition of Investment
Obﬁgarjonsg as shall, with earnings theteon, produce such identical result.

Section 312. Issuance of the Renewal Notes. The Renewal Notes shall be issued for the purpose of
paying the principal and interest on “Floyd County, Kenmcky Public Propertics Corporation First Mortgage
Revenue Bond Anticipation Renewal Notes (Water Project), Series 2001" ("the "Prior Notes"), due on October
1, 2003, the proceeds of which were used for the purpose of paying the costs of constructing and installing the
Project and (i) paying the costs incident to the issuance of the Prior Notes.

Section 313, Execution; Limited Obligation. The Renewal Notes shall be executed on behalf of the
Corporation in the manner set forth in Section 306 of this Mortgage. The Rencwal Notes, together with interest
thereon, shall be special and limited obligations of the Cotporation payable solely and only from moneys
deposited from time to time in the 2003 Note Fund pursuant to the provisions of the Lease and this Mottgage,
and under certain circumstances payable from proceeds of insurance awards. The Renewal Notes shall be a valid
claim of the respective holders thereof only against the Pledged Receipts and the moneys beld 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 ratable

-10-




Book 419 Page 219

kel pee Q19

payment of principal of and interest on the Renewal Notes and shall, so long as the Rencwal Notes remain
Outstanding, be used and applied for no other purpose. The Renewal Notes are further secured by the
foreclosable first mortgage lien and all other sccurity provisions set forth in this Mortgage. All security provisions
set forth in this Mortgage shall be applicable to the Renewal Notes,

Section 314. Book-Entry. The Renewal Notes shall initially be issued in the form of one 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, all of the Renewal Notes shall be
registered in the registration books maintained by the Trustee in the name of Cede & Co.,, as nominee of DTC;
provided if DTC shall request that the Rencwal Notes be registered in the name of a different nominee, the
Trustee shall exchange all or any portion of the Renewal Notes for an equal aggregate principal amount of
Renewal Notes registered in the name of such nominee or nominees of DTC. 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
ownership of the Renewal Notes, or any right to receive any payment in respect thereof, unless DTC or its
nominee shall transfer record ownership of all or any portion of the Renewal Notes on the registration books
maintained by the Trustec 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, all 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 for under this Mortgage. Each such payment
to DTC or its nominee shall be valid and effective to fully discharge all 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 all of the Renewal Notes outstanding, the Trustee shall not require
surrender by DTC or its nominee of the Renewal Notes 5o 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
partial redemption, provided that DTC shall deliver to the Trustee, upon request, a written confirmation of such
partial redemption and thereafter the records maintained by the Trustee shall be conclusive as to the amount of
the Renewal Notes which have been redeemed.

The Trustee may treat DTC (or its nomninec) as the sole and exclusive owner of the Renewal Notes
tegistered in its name for the purposes of payment of 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 of Renewal Notes, obtaining
any consent or other action to be taken by Noteholders and for all other purposes whatsoever, The Trustee shall
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 2
Noteholder, with respect to either: (1) the Renewal Notes; (2) the accuracy of any records maintained by DTC
orany such participant; (3) the payment by DTC or any such participant of any 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 (G) any consent given or other
action taken by DTC as Notcholder.

So long as any Renewal Notes ate registered in the name of DTC or any nominee thereof, all notices

" required or permitted to be given to the holders of such Renewal Notes under this Mortgage shall be given to

DTC as provided in the representation letter. Notwithstanding the foregoing, the Trustee resetves the right to
recognize as beneficial owner one other than the registered owner of 1 Renewal Note, upon the Trustee’s being
indemnified to its satisfaction,

In connection with any notice or other communication to be provided ta Noteholders pursuant to this
Mortgage by the Trustee with respect to any consent or other action to be taken 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 othex action, provided that the Trustee may establish a special record date for such consent ot other action.
The Trustee shall give DTC notice of such special record date not less than 15 calendar days in advance of such
special record date to the extent possible.
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Section 315, Redemption, The Renewal Notes are callable in whole or in part on any 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 call for the redemption identifying the Renewal
Notes to be sent by United States mail, postage prepaid, at least 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 the validity of any proceedings for the redemption of any Renewal Note,

ARTICLE IV
LEASE AGREEMENT

Section 401. Summary of the Lease Agreement. The Corporation and the County entered into a Lease
Agreement (“Lease”), dated October 15, 2001, whereby the County agreed to Jease 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
Corporation have agreed to renew, affitm and tatify 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 all the terms and conditions of the Lease and Addendum shall be binding
as if copied herein in full.

ARTICLEV
ESTABLISHMENT OF FUNDS AND ACCOUNTS
APPLICATION OF PLEDGED RECEIPTS

Section 501. Establishment of Funds and Aceounts. The Corporation hereby formally establishes and
creates the following special trust Funds described in Secton B of the Lease as if fully set forth herein in respect
of the Renewal Notes to be held and administered by the Trustee:

To wit: 1) 2003 Note Fund
@ 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 shall be liquidated upon the discharge and payment of the Renewal
Notes.

Section 502. Application of Proceeds of Renewat Notes, Maintenance of Funds. Upon the delivery of
the Renewal Notes to the purchaser or purchasers thercof and receipt of the purchase price, the same shall
forthwith in each case be deposited with the Trustee, as trust funds, and the Trustee shall hold, treatand disburse
the same, as follows:

) 2003 Note Fund. The Trustee shall set aside into the 2003 Note Fund all sums received
from the purchaser of purchasets of the Renewal Notes as representing accrued interest from the date of the
Renewal Notes to the date of delivery and payment therefor. The 2003 Note Fund shalt at all times be held as
a separate and special fund or account dedicated to the payment of the interest on the Renewal Notes until 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 derived
from the investment of any moneys in the 2003 Note Fund from time to time and all 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 definition of Investment Obligations and any income
derived therefrom shall 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 all principal of and interest on the Renewal
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Notes at their stated maturity, or 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, for the payment and discharge of the Renewal Notes.

Upon the delivery of the Bonds, or any renewal notes, as the case may be, sufficient proceeds thereof
shall 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 determined in the Resolution of the Corporation authorizing
the issuance of the Renewal Notes or in instructions of an Authorized Officer 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 all Cost
of Issuance 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 all amounts remaining in the Cost of Issuance Fund to the 2003
Note Fund,

Section 503. Investment of Funds. Except as otherwise provided for in this Mortgage:

n Investment Obligations purchased as an investment of moneys in any Fund held by the Trustee
under the provisions of this Mortgage shall be deemed at all 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 shall be retained in,
credited or charged thereto as the case may be.

o] In computing the amount in any Fund, Investment Obligations purchased as an investment of
moneys thesein shall be valued at the lower of cost or fair market value. Valuation as of any date of computation
shall include the amount of interest or gain realized to such date.

()] 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 shall be necessary in order to provide
moneys to meet any payment or transfet from the Fund for which such investment was made. The Trustee shall
advise the Corporation in writing, on or before the twentieth day of each calendar month, of the details of all
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.

() It shall 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 principal of or redemption price, if any, or interest on any Renews! Notes.

(5) ©  Intheabsence of written 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. Payment 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 from the special funds, accounts and sources provided herein and in the Renewal Notes,
according to the true intent and mesning hereof and thereof.
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Section 603. Maintenance and Operation Costs of Project. 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 Protectin thotough repair, working arder and first class condition, and thar it will from
time to time cause the County to make all needed repaits 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 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 Renewal Notes under Section 103(n) of the Code. The Corporation will not directly or
indirectly use or permit the use of any proceeds of the Renewal Notes ot 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 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 Renewsl Notes. In the
event that at any time the Corporation is of the apinion that for purposes of this Section 604 it is necessary to
testrict 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 limiting 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 148(f) of the Code and
any tempotary, 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 Corporation
specifically covenants to pay or cause to be paid to the United States at the times and in the 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(z) of the Code, the Corporation and the
Trustee may rely conclusively on such opinion in complying with the provisions hereof,

Section 605. Insurance of Project.

1) The Corporation further covenants and agrees thatitwill, at all times hereafter until the Renewal
Notes shall be fully 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
windstorm to their full insurable value with standard compzrehensive 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 buildings or improvements to a condition substantially
the same as before szid loss incurred; and should there be a surplus remairing after such replacement or
restoration, such surplus shall be depasited by the Trustee in the Sinking Fund, while the Renewal Notes are
Outstanding and in :Ee 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 Trustce shall determine to its satisfaction that the amount of such collected
insurance proceeds is insufficient to replace ot repair the Project, so that the same is usable for County purposes,
then the Trustee may call upon the Corporation and the County, or cither 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 funds and actually do so, the same shall be deposited with the Trustee and used with 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 patt of the indebtedness secured 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 amortize the amount
of such advancement, with interest, over a reasonable period of years by paying additional rentals over and above
the annual rentals specified in the Lease, and unless d}')lc County actually agrees in writing to pay such increased
rentals and thus retire such advancement in an ordetly manner.

(3) In the event that the insurance proceeds ate sufficient to retire 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 additional funds to be secured by a lien prior and superor to the lien
of this Mortgage, as herein provided, and in that event the Corpotation at the direction of the Trustee, shall take
all necessary and proper steps to call in the outstanding Renewal Notes for retitement and payment on the
eatliest 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 shall be authorized to make a release of this Mortgage.

Section 606. Authorization and Sale of Renewal Notes, The Corpotation 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 file 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 Morigage
in order to establish said interest rates.

The Cotporation further covenants that it will sell all of the Renewal Notes hereby secured and vpon
authentication thereof by the Trustee and delivery to the purchaser will promptly take 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 Mottgage. The Carporation covenants with the holders of 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 Renewal Notes will be available for 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
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 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 Reports. 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 all 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 percent (5%) in principal amount
of Renewal Notes then outstanding or their representatives duly authorized in writing.

Section 608. Further Assurance. Atany time and at all times the Corporation shall, so far as it may be
authorized by law, pass, make, do, execute, acknowledge and deliver, all and every such futther tesolutions, zcts,
deeds, conveyances, assignments, transfers and assurances as may be necessary or desirable for the better
assuring, conveying, granting, assigning and confirming all and singular the ' rights, assets and revenues herein
pledged or assigned, or intended so to be, o which the Corporation may hereafter become bound to pledge or
assign,

Section 609. Powers as to Renewal Notes and Pledges. The Corporation is duly authorized pursuant
to law to authotize 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 or encumbrance thereon or with respect thereto prior 1o, or of equal rank with, the pledge created by this
Mortgage, and all official action on the part of the Corporation to that end has been duly and validly taken. The
Renewsl 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 Corpotation shall at all times, to the cxtent permitted by law, defend, preserve and protect the
pledge of the incomes, revenues and assets pledged under this Mostgage and all rights of the Noteholders under
this Mortgage and the Lease against all claims and demands of all persons whomsoever.

Section 610, Compliance With Conditions Precedent, Upon the date of issuance of any of the Renewal
Notes, all conditions, acts and things required by law or by this Mortgage to exist, to have happened or to have
been performed precedent to 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 Corparation, if any,
shall be within every debt and other limit prescribed by law.

Section 611. General, The Corporation shall do and perform or cause to be done and performed all acts
and things required to be done or performed by or on behalf of the 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 chim or take the bencfit or advantage of 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 resoludon, or in
the Renewal Notes, and all benefit or advantage of any such Jaw or laws is heteby expressly waived by the
Corporation,

Section 613._The Project. 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 of this Mortgage, and sound
construction practices and principles, use and apply the proceeds of the Renewal Notes, to the extent required
for the proper purposes of the Project.

Section 614. Corporation 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 thied party beneficiary.

ARTICLE VII
DEFAULT AND REMEDIES

Section 701, Trustee to Exercise Powers of Statutory Trustee. The Trustee shall be and hereby is vested
with all of the tights, powers and duties of a 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,”:

) The Corpotation shzll default in the payment of the principal of any Renewal Note when and
as the same shall become due, whether at maturity or upon call 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 other of the covenants, agreements or conditions on its part contained
in this Mortgage, any authorizing resolution of the Corporation, or the Renewal Notes, and such failure, refusal
or default shall continue for 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 Qutstanding Renewal Notes.
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Section 703. Remedies. (1) Upon the happening and continuance of any Event of Default 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 notless 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 dghts:

(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 operate or catry 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 adg-‘ainst 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, and thereafter the Renewal Notes then outstanding shall be paid and
retired,;

®) by mandamus or other suit, acton or proceeding at law or in equity, to enforce all rights of the
Noteholders, including the right to require the Corporation to enforce fully the Lease and to
chatge, 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;

(© by bringing suit upon the Renewal Notes;

)] by action or suit in equity, requite the Corporation to account as if it were the trustee of an
express trust for the Holders of the Renewal Notes;

(&) 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;

() by declaring all 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;

® 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 it the name of the Corporation for the use and benefit
of the holders of the Renewal Notes; or

@ In the enforcement of any 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 atany
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 ot remedy of the Trustee or of the
Noteholders, and to recover and enforce a judgment or decree against the Corporation for any portion of such
amounts remaining unpaid, with interest, costs and expenses, and to collect from any moneys available for such
purpose, in any manner provided by law, the moneys adjudged or decreed to be payable.

Section 704. Termination of Proceedings. 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 dutes of the Trustee shall continue as though no such
proceeding had been taken.

Section 705. Noteholders' Direction, of Proceedings. Anything in this Mortgage to the contrary
notwithstanding, the Holders of the majority in principal amount of the Renewal Notes then Qutstanding shall
have the right by an instrument or concurrent instruments in writing 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 Noteholdets not parties to such direction.

Section 706. Limitation on Rights of Noteholders No Holder of any Note shall have any right to
institute any suit, action, mandamus or other proceeding in equity or at law hereundet, 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 Renewal Notes then Outstanding shall have made written request of the T'rustee after the right to exercise

- such powers or right of action, as the case may be, shall have occurred, and shall have afforded the Trustee a
reasonable opportunity either to proceed to exercise the powers herein granted or granted under the law ot 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 cvery such case, at the option of the Trustee
to be conditions precedent to the execution of the powers under this Mortgage, or for any other remedy
hereunder or under law. It 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. Nothing 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 contrary 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 for 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 filing by any party livigant
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' fees, against any party lidgant in any such suit, having due
regard to the merits and good faith of the claims 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
Qutstanding, or to any suit instituted by any Noteholder for the enforcement of 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 by Trustee Not Required. 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 of any 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
all the Holders of such Renewal Notes, subject to the provisions of this Mortgage.

Section 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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Section 709, No Waiver of Default. No delay or omission of the Trustee or of any Holder of the
Renewal Notes to exercise 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
Event of Default hereunder known to the Trustee within ninety (90) days after knowledge of the occurrence
thereof, unless such Event of Default shall have been remedied or cured before the giving of such notice;
provided that, except in the case of default in the payment of the principal of, or interest on any of the Renewal
Notes, ot in the making of any payment requited to be made into the Sinking Fund, the Trustee shall be
protected in withholding such notice if and so long as the Board, its executive 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 Respect of Non-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, T'rustee shall promptly advise the State Local Finance Officer of the Commonwealth of Kentucky
in order that said State Local Finance Officer shall be advised.

Section 712, Application of Monies. All moneys received by the Trustee pursuant to the provisions of
this Article VII shall be applied by the Trustee, after pagment of any fees, costs, expenses, liabilities and advances
paid, incurred or made by the Trustee in the collection 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' fees and expenses, except as limited 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: .

0] Unless the principal of all of the Renewal 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 eatliest date of maturity and if the amount available is not sufficient to pay
in full any particular installment, then to the payment thereof ratably, according to the amounts
due on that instaliment, 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 maturity, by redemption or pursuant to any mandatory sinking
fund requirements, in the otder of their due dates, beginning with the earliest due date, with
interest on those Renewal Notes from the respective dates upon which they become due at the
rates specified in those Renewal Notes, and if the amount available is not sufficient to pay in
full all Renewal Notes duc on any pasticular 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 discrimination or privilege, except as to any difference in the
respective rates of interest specified in the Renewal Notes,

@ 1f the principal of all of the Renewal Notes shall have become due or shall have been declared
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 Note, ratably, according
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to the amounts due respectively for ptincipal and interest, to the Holders entitled thereto, without any
discrimination or privilege, cxcept as to any difference in the respective rates of interest specified in the Renewal
Notes,

3) If the principal of all of the Renewal Notes shall have been declared to be due and payable
pursuant to this Article, and if that declaration thereafter shall have been rescinded and annulled subject to the
provisions of paragraph (2) of this Section in the event that the principal of all of the Renewal Notes shall
become due and payable later, the moneys shall be deposited in the Sinking Fund, as applicable, and shall be
applied in accordance with the provisions of Article V.

) 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 shall determine, having due regard to the
amount of moneys available for application and the likelihood of additional moneys becoming available for
application in the future. Whenever the Trustec shall direct the application of thase 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, if any, to be paid on that date, provided the moneys dre available therefor. The Trustee shall give notice
of the deposit with it of any moneys and of the fixing of that date, all consistent with the requirements of Section
303 hereof for giving notice of redemption. The Trustee shall not be required to make payment of principal of
and any premium on a Renewal Note to the Holder thereof, until the Renewal Note shall be presented to the
Trustee for appropriate endorsement or for cancellation if it is paid fully.

ARTICLE VIII
CONCERNING THE FIDUCIARIES

Section 801. Appointment 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
executing such certificate 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 all the Renewal Notes
thereafter to be issued, but only, however, upon the terms and conditions set forth in the Mortgage.

Section 802, Duties Upon Events of Default. In case an Event of Default has occurred (which has not
been cured or waived) the Trustee shall exercise the rights and powers vested in it by this Mortgage, and use the
same degree of care and skill in it exercise, as a prudent corporate trustee would exercise or use under the
circumstances in the conduct of its own affairs, The Trustee 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 all cases pay such
reasonable compensation to all such attarneys, agents, receivers and employees as may reasonably be employed
in connection with 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 frith 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 officer 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 25% in aggregate principal amount of the Qutstanding 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 referted to in Article VII hereof, the Trustee may require that a satisfacto
indemnity bond be furnished for the reimbursement of all expenses to which it may be put and to protect it
against all liability, except liability which is adjudicated to have resulted from its gross negligence or willful default
by reason of any action so taken.

Section 803. Appointment and Acceptance of Duties of Paying Agents. The Corporation may appoint
one or mote 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 time or from time to time appoint one ot 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 ptincipal Paying Agent.

Each Paying Agent shall sipnify 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 heteby designated as the respective agencies of the
Corporation for the payment of the interest on and principal of the Renewal Notes.

Section 804, Responsibility of Fiduciaries. The recitals of 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 othet Fiduciary. No Fiduciary shall be under
any obligation ot 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 one of the others.

Section 805. Evidence on Which Fiduciaries May 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 Szxall be full authorization and protection in respect of any action taken or suffered by ir
hereunder in good faith and in accordance therewith, Whenever any Fiduciary shall deem it necessary or
desirable that a matter be proved or established prior to taking or sutfering any action hereunder, including
payment of moneys out of any Fund, such matter (unless other evidence in respect thereof be berein specifically
prescribed) may be 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 taken 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 otherwise expressly provided herein, any
request, order, notice or other direction required or permirted 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. Compensation. The Corporation shalf 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 liabilities which it may incur in the exercise and
performance of its powers and duties hereunder, and which are not due to its gross nepligence 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 Holders of a majority in principal amount of the Renewal
Notes then Outstanding,

Section 808. Resignation of Trustee. The Trustee may at any time resign and be discharged of the duties
and obligations created by this Mortgage, by giving not less than sixty (60) days' written notice to the Corporation
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and to the holders of all 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 ke effect, and such
resignation shall take effect upon the day specified in such notice unless previously a successor shall have been
appointed, as provided in Section 810, in which event such tesignation shall ke 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 Trustee and the Corporation, and
signed by the Holders of 2 majority in principal amount of the Renewal Notes then Outstanding or their
attorneys-in-fact duly authorized, excluding any Renewal Notes held by or for the account of the Corporation.

Section 810. Appointment of Successor Trustee, In case at any time the Trustee shall resign or shall
be removed or shall become incapable of acting, or shall be adjudged a bankrupt or insolvent, ot if a receiver,
liquidator or conservator of the Trustee, or of its property, shall be appointed, or if any public officer shall take
chatge or control of the Trustee, or of its property ot affairs, the Corporation covenants and agrees that it will
thereupon appoint a successor Trustee. The Corporation shall notify all 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 genetal
circulation in Kentucky, such publication to be made within twenty (20) days after such appointment.

If in a proper case no appointment of a successot 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 Trustcee, the Holder of any Renewal
Note may apply to any court of competent jurisdiction 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 Trustee appointed under the provisions of this Section 810 in succession to the Trustee shall be
trust company or bank having the powers of a trust company within or outside the Commonwealth of Kentucky
having capital and surplus aggregating at least Ten Million Dollars (§10,000,000) if there be such a trust company
or bank, willing and able to accept the office on reasonable and customary terms and authorized by law to
perform all the duties imposed upon it by this Mortgage.

Section 811. Transfer of Rights and Property to Successor Trustee. Any successor 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 all 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 of conveyance and further assurance and do such other things
as may reasonably be required for more fully and certainly vesting and confirming in such successor Trustee all
right, title and interest of the predecessor Trustee in and to any and all propesty held by it under to the successor
Trustee any money ot 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 fully
and certainly vesting in and confirming to such successor trustee any such estates, rights, powers and duties, any
and all such decds, cotveyances 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, Merger or Consolidation. Any company into which any Fiduciary may be merged or
converted or with which it may be consclidated or any company resulting from any merger, conversion or
consolidation to which it shall be a party or any company which any Fiduciary may sell or transfer all or
substantially all of its corporate trust business, provided such company shall be a trust company ot bank which
is qualified to be a successor to such Fiduciary under Section 810 hereof and shall be authorized by law to
perform all the duties imposed upon it by this Mortgage, shall 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 contrary
notwithstanding.
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Section 813. Resignation or Removal of the Paying Agents and Appointment 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' written notice to the Corporation and the Trustee. Any Paying Agent may be
removed atany time by an instrument filed with such Paying Agent and the Trustee and signed by an Authorized
Officer of the Corporation. Any successor Paying Agent shall be appointed by the Corporation and shall be a
trust company ot bank having the powers of a trust company, having a capital and surplus aggregating at least
Ten Million Dollars ($10,000,000), and willing and able to accept the office of Paying Agent on reasonable and
customary terms and authorized by law to petform all the duties imposed upon it by this Morigage.

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 immunitics and protections from liability 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 jt by this Mortgage
at the request or ditection of any of the Noteholders unless such Holders have offered to the Trustee security
or indemnity satisfactory to the Trustee as to 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 for any remedy taken upon direction of the Holders of
25% in aggregate principal amount of the Renewal Notes,

Except for information provided by the Ttustee concerning the Trustee, the Trustee shall have no
responsibility for any information in any offering memorandum ot other disclosure matedal distributed with
tespect to the Renewal Notes, and the Trustee 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 the Corporation shall pay ot cause to be paid, or there shall otherwise be paid, to the Holders
of the Renewal Notes, all of the principal, premium, if any, and interest to become due thereon, at the times and
in the manner stipulated therein and in this Mortgage, then and in that event this Mortgage shall cease, determine,
and become null 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 all such instruments as may be desirable to evidence such discharge and
satisfaction and the Fiduciaries shall pay over ar deliver to the Corporation all moneys or securities held by them
pursuant to this Mortgage which are (i) not required for the payment or redemption of Renewal Notes not
theretofore surrendered For such payment or redemption, and (if) 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 of which moneys shall
have been set aside and shall be held in trust by Fiduciaries (through deposit by the Corporation of funds for
such payment or redemption or otherwise) shall, at the maturity thezeof, be deemed to have been paid within the
meaning and with the effect expressed in subsection (1) of this Section, All Outstanding Renewal Notes shall,
pior 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 shall 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 shall 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

23~




Book 419 Page 232

A A B L

due will provide moneys which, together with the moneys, if any, deposited with the Trustee at the same time,
shall be sufficient 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 Carporation shall have given the Trustee,
in form satisfactory to It irrevocable instructions to give notice to the holders of such Renewal Notes, by
registered or certified mail, that the deposit required by (b) above 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 0 be available for the payment of the principal on said Renewal Notes. Neither Investment
Obligations or moneys deposited with the Trustee putsuant to this Section nor principal, premium, if any, or
interest payment on any such Investment Obligations shall be withdrawn or used for any purpose other than,
and shall be held in trust for, the payment of the principal, premium, 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, shall, to the extent practicable, be
reinvested in Investment Obligations maturing at times and in amounts sufficient to pay when due the principal,
prernium, 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 I£, through the deposit of moneys by the Corporation or otherwise, the Fiduciaries shall hold,
pursuant to this Mortgage, moneys sufficient to pay the principal and interest to maturity on all Qutstanding
Renewal Notes, or in the case of Renewal Notes in respect of which the Corporation shall have taken all action
necessary to redeem prior to maturity, sufficient to pay the principal, premium, if any, and interest to sach
redemption date, then at the request of the Corporation all moneys held by any Paying Agent shall 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 Quistanding Renewal Notes.

® Anything herein to the contrary notwithstanding, any moneys held by a Fiduciary in trust for
the payment and discharge of any of the Renewal Notes which remain unclaimed for seven (7) years after the
date when all of the Renewal Notes have become due and payable, cither at their stated maturity dates or by call
for earlier redemption, if such moneys were held by the Fiduciary at such date, or for seven (7) years after the
date of deposit of such moneys if deposited with the Fiduciary after said date when all of the Renewal Notes
became duc and payable, shall 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 snid moneys remain unclaimed and that, after 2 date named in said
notice, which date shall 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 the Corporation. Thereafter such Holders shall
look solely to the Corporation for payment and the Fiduciary will have no liability with respect to said payment.

Section 902. Option to Purchase Project. It is further spedifically 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 Notcholders at least sixty (60) days' notice 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, s sum equal to the principal, interest and redemption
premium which the Corporation will be obligated to pay if it calls all of the outstanding Renewal Nates for
redemption on the eatlier or next ensuing optional redemption date, a5 the case may be, together with a further
sum equal to the expenses which the Corporation and the Trustee may incur in calling all 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 all Renewal Notes, the Corporation shall immediately convey all its right, title and
interest in the Project to the County, free and clear of all liens and encumbrances created by and under this
Mortgage.

Section 903. Release of Land. Notwithstanding any other provisions of this Mortgage, the parties hereto
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reserve the right, by mutual written 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 this Mortgage of such parcel or parcels of or
interest in land subject to the following conditions:

(a) 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 Section 58.010 of the Kentucky Revised
Statutes; and

®) 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 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 utilitarian
value of the Project or the Project Site and will not impede the means of egress thereto of egress thereftom to
any material extent.

Section 904. Amendments. Notwithstanding any other provision of this Mortgage, the parties hereto
may at any time and from time to time supplement or make any amendment or change herein (f) 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 of the Renewal 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 which may lawfully
be granted or conferred and which are not contrary to or inconsistent with this Mortgage, (1if) to make necessary
or advisable amendments in connection with the issuance of renewal Renewal Notes or additional Renewal Notes
in accordance with the terms hereof, (iv) to permit the Trustee to comply with any obligations imposed on it by
law, (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 affected, (i) an extension of the maturity of the principal of or the interest
on any Renewa! Note, (i) a reduction in the principal amount of any Renewal Note or the rate of interest or
premium thereon, or (ii) 2 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 (i) 2 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 theteof by the Corporation and the Trustee and delivery thereof to the Trustee, together with any
necessary consent of Noteholders.

Section 905. No Pessonal Liability Under Mortgage 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 of any 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 intetest 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 exceuting
the Renewal Notes.
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Section 906. Severability. If any one or more of the covenants, stipulations, promises, agreements or
obligations provided in this Mortgage on the part of the Cotporation, Trustee or any Paying Agent to be
performed should be determined by a court of competent jurisdiction 1o be contrary to law, then such covenant
or covenants, stipulation or stipulations, promise or promises, agreement or agreements, obligation or obligations
shall be deemed and construed to be severable from the remaining covenants, stipulations, promises, agreements
and obligations herein contained and shall in no way affect the validity of the other provistons of this Mortgage.

Section 907. Headings. 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, construction or effect.

{Signatures on the following pages)
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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 artested 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 the date and year first above written,

FLOYD COUNTY, KENTUCKY PUBLIC

PROPERTIES CORPORATION
ATTEST:
By: &LM %-WJ}—M_
" President 4
Secretary
CITIZENS NATIONAL BANK
ATTEST:

Title: /@féf’ﬁ

STATE OF KENTUCKY )
yss
COUNTY OF FLOYD )

Pas! HThowpaon | kA Egbf#
The foregomng instrument was acknowledged before me this z 2003, by
< as President and _anl_s_\'\@k_“, us Secretary of the Floyd County, Kentucky
Public Properties Corporation on behalf of the Corporation.

My C@?j“ffﬁj’ffj"{“ NOTARY/PUBLIC

STATE OF KENTUCKY )
yss
COUNTY OF FLOYD )

,The.foregoing instrument was acknowledged before me this / qw”l)f % 3 2803, by
Mﬁ, serving as 5To and éha.l les L gh."bh , serving as > ,of

Citizens Natfonal Bank, a Kentucky trust company, on behalf of the Trustee.

Mq;gmisbio;ixpitcs: @W’/ (/U% D

{ NOTARY PUBLIC
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STATE OF KENTUCKY ) et 3
)
COUNTY OF FLOYD )
i, , Clerk in and for the County and State aforesaid, hereby certify that on this

, 2003, the foregoing Mortgage Deed of Trust was filed in my office to be and has been together
with the foregoing certificates attached hereto, recorded in Mortgage Book , Page .

Clerk

This instrurnent was prepared by

the undersigned, Attorney at Law

of: Cox Bowling & Johnson PLLC
201 East Main Street, Suite 1102

m
GILLARD B. jow, id]
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EXHIBIT “A" -

LEGAL DESCRIPTION OF PROJECT SITE

1. 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 1" 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
A llmgreto, 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
from Southern Water & Sewer District, as Grantor, to Floyd County, Kentucky Public
Properties Corporation, as Grantee, dated April 29, 2002, and recorded in Deed Book %472,
Page /& , Floyd County Court Clerk's Gffice.
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SOUTHERN WATER & SEWER DISTRICT FIRST GUARANTY BANK
OPERATING ACCOUNT MARTIN, KENTUCKY 41649
P.0. BOX 610 73-826-421

MCDOWELL, KY 41847
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JAN 31 2013
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SOUTHERN WATER & SEWER DISTRICT -
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No. 7799 P 1

SERY/~
Attention: Date: Tue Jan 22, 2013
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Jan. 22, 2013 11:32AM

Attention.

No. 7802 P 1

RECEIVED

JAN $1 2013
PUBLIC SERVICE

Date: Tue Jan 22, 2013
Account No..

COMMISSION
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JAN &1 2013
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Leaders question need to bail out Southern

Leaders question need to bail out Southern

by Sheldon Compton

OS5 1809 - 10659 am

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 payments.

“I made that motion because I don’t want to see our people without water,”
Marshall said.

Floyd County Attorney Keith 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.”

“If this isn’t paid, then there’ll 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

for lnm

“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’ve 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
closer examination 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 John Goble
and Jackie Edford Owens voting against. -

http://www.floydcountytimes.com/printer_friendly/2578606
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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.

© floydcountytimes.com 2009
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Court resolves Southern flap with payment

by Sheldon Complon

05.27.00- 1136 am

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 make 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 officials attended, including the company’s chairman Hubert
Halbert.

When asked about the tension surrounding the decision to make good on the
payments for 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
magistrates, 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 Keith Bartley stressed during the court’s regular session
and again during the special-called meeting the importance of paying the
$104,988 bond payment to the Bank of New York considering the county was
essentially a co-signer on the bond.

“This 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
York, 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.com 2009
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County still paying Southern’s bond

by Shetdon Compton

PLAOGOU - 0137 pim

PRESTONSBURG — An old itch has resurfaced for county leaders and it came
-during a special-called session Tuesday morning.

During the meeting, Floyd Judge-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 first 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’ve got us over a barrel here,” continued Daniels. “I don’t like this court
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. He 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.”

© ﬂoydcouﬁ@ﬁmeé.com 2009
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Former judge tries to dispel Southern rumors

l'}‘ L’\;h& IHIU"\ ’,.\"H‘l”“)))

0121 ST I6 am

PRESTONSBURG Former Judge-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 tenure as top official.

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,” said 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 Southern 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 1’s John 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 1t onto the radar, and officials
have been discussing it since that time.

“This county’s suffered three floods and an ice storm and we’ve been looking to
tighten our belts,” Goble said Friday.

Floyd County Attorney Keith Bartley said the fiscal court looking to Southern to
become self-sufficient 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. “If they can do that, they should. If they can’t, then the fiscal court will have
to decide whether to step up.”

The point was one Bartley has made often during discussions about Southern’s

http://www.floydcountytimes.com/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. “Whoever put that out there, it was misstated and

. misinformation.”

The document Thompson referred to Friday was from a past county audit that
showed the extended payment schedule for Southern’s bond. It 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.com 2010
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Outgoing magistrate decries bond payments

by Lavvidd Preaton ' \
OF 28,10 - 12:00 pr l
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 meetings I’ve asked to have somebody here from Southern
Water,” Daniels said. “This is three years that we’ve paid both payments of their
bond payments, and they’ve had a rate increase.” :

Judge-Executive R.D. “Doc” Marshall told the court that Southern Water and
Sewer started 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 Keith 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,” Bartley said.

Before voting against the motion, Daniels expressed his displeasure with the
situation.

“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.

http://www.floydcountytimes.com/printer_friendly/7732292
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Court appoints Southern commissioners, makes payment
by Sholdon Compon
L2600 -0701 am

by SHELDON COMPTON
Statf 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 fill that spot.

In addition, county officials also issued reappointments for four-year terms for
serving commissioners Paula Johnson and Scarlett Stumbo.

In related news, the county continued to make 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:

¢ 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.

o 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.com 2010
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Court votes down request for Southern accounting
by Raiph 13 Davis

Managing ditor

221000 - 0900

PRESTONSBURG — A divided court rejected a proposal by one magistrate to
have a local utility account for its financial condition.

District 1 Magistrate John Goble asked fellow members of the court to adopt a
resolution requiring Southern Water and Sewer District to provide the court with
copies of its audits from 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 financial reporting the county is receiving about

Southern Water, even though the county is paying the bulk of Southern Water’s
bond. :

“We're paying this bond and we have been for five years,” Goble said, during a
meeting of the fiscal court Friday. “I don’t mind paying it, because the people
need the service, but we need to know what condition they’re 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
unanimously.

» 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.com/printer_friendly/16846702
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¢ Paid bills and made transfers between accounts.

© ﬂoydcountytimes.coﬁl 2011
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Kentucky Area Development Districts Financing Trusts

County of Floyd, Kentucky
KADD2005 147K -- Final Schedules

Sources & Uses

' Dated 06/28/2005 | Delivered 06/28/2005

Sources Of Funds .
Par Amount of Bonds $2,600,000.00

- Total Sources $2,600,600,00

Uses Of Funds

Total Underwriter's Expense 52,000.00
Bond Counsel : 6,000.00
Trustee Origination 1,0600,00
Rating Agency Fee S _ , S 6,300.00
Gross Bond Insurance Premium (172.0 bp) ) 82,314.55
Deposit to Project Construction-Fund 2,451,88545
- Total Uses ) $2,600,600.00

Floyd County | 6/26/2005 | 2:25 PM




Kentucky Area Development Districts Financing Trusts

County of Floyd, Kentucky
KADD2005 147K -- Final Schedules

Debt Service Schedule

Part1 of 2

Date Principal Coupon Interest Total P+l
12/01/2005 .- - 47,984.63 47,984.63
06/01/2006 55,000.00 3.000% 56,452,50 111,452.50
12/01/2006 ) - - 55,627.50 55,627.50
06/01/2007 50,000.00 3.000% 55,627.50 105,627.50
12/01/2007 - - 54,877.50 54,877.50
06/01/2008 ’ 50,000.00 3.000% 54,877.50 104,877.50
12/01/2008 - .’ 54,127.50 54,127.50
06/01/2009 : 50,000.00 3.300% 54,127.50 104,127.50
12/01/2009 - - 53,302.50 53,302.50
06/01/2010 55,000.00 3.300% 53,302,50 ~ 108,302.50
12/01/2010 “ - 52,395.00 52,395.00
06/01/2011 55,000.00 3.500% 52,395.00 107,395.00
12/0172011 . - - 51,432.50 51,432.50
06/01/2012 55,000.00 3.500% 51,432.50 106,432.50
12/01/2012 - - 50,470.00 50,470.00
06/01/2013 60,000.00 3.800% 50,470.00 110,470.00
12/01/2013 B - 49,330.00 49,330.00
06/01/2014 60,000,00 " 3.800% 49,330.00 109,330.00
12/01/2014 ) - ' - 48,190.00 48,190.00
06/01/2015 65,000.00 3.800% 48,190.00 113,190.00
12/01/2015 - - - 46,955,00 46,955.00
06/01/2016 65,000.00 4,250% 46,955.00 111,955.00
12/01/2016 ) - . 45,573.75 45,573.75
06/01/2017 70,000.00 4.250% 45,573.75 115,573.75
12/01/2017 - - 44,086.25 44,086.25
06/01/2018 ©70,000.00 4.250% 44,086.25 114,086.25
12/01/2018 - - 42,598.75 42,598.75
06/01/2019 75,000.00 4,250% 42,598.75 117,598.75
12/01/2019 - - 41,005.00 41,005,00
06/01/2020 75,000.00 4.500% - 41,005.00 116,005,00
12/01/2020 - - 39,317.50 39,317.50
06/01/2021 80,000.00 © 4.500% 39,317.50 119,317.50
12/01/2021 - - .37,517.50 37,517.50
06/01/2022 85,000.00 4.500% 37,517.50 122,517.50
12/01/2022 - - 35,605.00 35,605.00
06/01/2023 90,000.00 4,500% 35,605,00 125,605.00
12/01/2023 - - 33,580.00 33,580.00
06/01/2024 90,000,060 4,600% 33,580.00 123,580.00
12/01/2024 - - 31,510.00 31,510,00
06/01/2025 95,000.00 4,600% 31,510,00 126,510.00
12/01/2025 - - 29,325.00 29,325.00
06/01/2026 100,000.00 4,600% 29,325.00 129,325.00
12/01/2026 - - 27,025.00 27,025.00

Floyd County | 6/23/2005 | 12:57 PM




Kentucky Area Development Districts Financing Trusts

Couhty of Floyd, Kentucky

KADD2005 147K -- Final Schedulcs

Debt Service Schedule

Part2 of 2
Date Principal Coupon interest Total P+l
06/01/2027 105,000.00 4.700% 27,025.00 132,025.00
12/01/2027 - - 24,557.50. 24,557.50
06/01/2028 110,000.00 4.700% 24,557.50 134,557.50
12/01/2028 - - 21,972.50 21,972.50
06/01/2029 115,000.00 4.700% 21,972.50 136,972.50
12/01/2029 - - 19,270.00 19,270.00
06/01/2030 120,000,00 4.700% 19,270,00 139,270.00
12/01/2030 - - 16,450,00 16,450.00
06/01/2031 125,000,600 4.700% 16,450.00 141,450,00
12/01/2031 - - 13,512.50 13,512.50
06/01/2032 135,000.00 4.700% 13,512.50 148,512.50
12/01/2032 - - 10,340.00 10,340.00
06/01/2033 140,000.00 4,700% 10,340.00 150,340.00
12/01/2033 - - 7,050.00 7,050.00
06/01/2034 145,000.00 4.700% 7,050.00 152,050.00
12/01/2034 . - - 3,642.50 3,642.50
06/01/2035 155,000.00 4.700% 3,642.50 158,642.50
Toial $2,600,000,00 B $2,185,729.63 $4,785,729.63

Yield Statistics
Bond Year Dollars $47,935.00
Average Lile 18.437 Years
Average Coupon 4,5597781%

Net Interest Cost (NIC)

True Interest Cost (TIC)

Bond Yicld for Arbitrage Purposes
All Inclusive Cost (AIC)

IRS Form 8038

4.6682583%
4,6977813%
4.8010854%
5.1119375%

Net Interest Cost
Weighted Avcrage Maturity

3.5567781%
18,437 Years.

Floyd County | 6/23/2005 | 12:57 PM




Kentucky Area Development Districts Financing Trusts

County of Floyd, Kentucky
KADD2005 147K -- Final Schedules

Net Debt Service Schedule

Part 1 of 2

Fiscal

Date Principal Coupon Interest Total P+I Expenses Net New D/S Total
06/28/2005 - . - - - - -
12/01/2005 - - 47,984.63 47,984.63 900.00 48,884.63 -
06/01/2006 55,000.00 3.000% 56,452.50 111,452.50 900.00 112,352.50 161,237.13
12/01/2006 - - 55,627.50 55,627.50 886.25 56,513.75 -
06/01/2007 50,000.00 3.000% 55,627.50 105,627.50 886.25 106,513.75 163,027.50
12/01/2007 - - 54,877.50 54,877.50 873.75 55,751.25 -
06/01/2008 50,000.00 3.000% 54,877.50 104,877.50 873,75 105,751.25 161,502.50
12/01/2008 - - 54,127.50 54,127.50 861.25 54,988.75 -
06/01/2009 50,000.00 3.300% 54,127.50 104,127.50 861.25 104,988.75 159,977.50
12/01/2009 - - 53,302.50 53,302.50 84875 | SAISIAS -
06/01/2010 55,000.00 3.300% 53,302.50 108,302.50 848.75 109,151.25 163,302.50
12/p}3/2010 - - 52,395.00 52,395.00 835.00 53,230.00 -
06/01/2011 55,000.00 3.500% 52,395.00 107,395.00 835.00 108,230.00 161,460.00
1200172011 - . 51,432.50 51,432.50 821.25 52,253.15 -
06/01/2012 "55,000.00 3.500% 51,432.50 106,432.50 821.25 107,253.75 159,507.50
12/01/2012 ' - - 50,470,00 50,470.00 807.50 51,277.50 -
06/01/2013 60,000.00 3.800% 50,470.00 110,470.00 807.50 111,277.50 162,555.00
12/01/2013 - - 49,330.00 49,330.00 792.50 50,122.50 -
06/01/2014 60,000.00 3.800% 49,330.00 109,330.00 792.50 110,122.50 160,245.00
12/01/2014 - - 48,190.00 48,190.00 777.50 48,967.50 -
06/01/2015 65,000.00 3.800% 48,190.00 113,190.00 777.50 113,967.50 162,935.00
12/01/2015 - - 46,955.00 46,955.00 76%.25 47,716.25 -
06/01/2016 65,000.00 4,250% 46,955.00 111,955.00 761.25 112,716.25 160,432.50
12/01/2016 - - 45,573.75 45,573.75 745.00 46,318.75 -
06/01/2017 70,000.00 4.250% 45,573.75 115,573.75 745.00 116,318.75 162,637.50
12/01/2017 - - 44,086.25 44,086.25 727.50 44,813.75 -
06/01/2018 70,000.00 4.250% ‘44,086.25 114,086.25 727.50 114,813.75 159,627.50
12/01/2018 - - 42,598.75 42,598.75 710.00 43,308.75 -
06/01/2019 75,000.00 4.250% 42,598.75 117,598.75 710.00 118,308.75 161,617.50
12/01/2019 - - 41,005.00 41,005.00 691.25 41,696.25 -
06/01/2020 75,000.00 4.500% 41,005.00 116,005.00 691.25 116,696.25 158,392.50
12/01/2020 - - 39,317.50 39,317.50 672.50 39,990.00 -
06/01/2021 80,000.00 4.500% 39,317.50 119,317.50 672.50 119,990.00 159,980.00
12/01/2021 - - 37.517.50 37,517.50 652.50 38,170.00 .
06/01/2022 85,000.00 +4.500% 37,517.50 122,517.50 652.50 123,170.00 161,340.00
12/01/2022 . - 35,605.00 35,605.00 63125 36,236.25 -
06/01/2023 90,000.00 4.500% 35,605.00 125,605.00 631.25 126,236.25 162,472.50
12/01/2023 - - 33,580.00 33,580.00 608.75 34,188.75 -
06/01/2024 90,000.00 4.600% 33,580.00 123,580.00 608.75 124,188.75 158,377.50
12/01/2024 - - 31,510.00 31,510.00 586.25 32,096.25 -
06/01/2025 95,000.00 4.600% 31,510.00 126,510.00 586.25 127,096.25 159,192.50
12/01/2025 - - 29,325.00 29,325.00 562.50 29,887.50 -
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Kentucky Area Development Districts Financing Trusts

County of Floyd, Kentucky
KADD2005_147K -- Final Schedules

Net Debt Service Schedule Part 2 of 2
Fiseal

Date Principal Coupon Interest Total P+l Expenses Net New D/S Total
06/01/2026 100,000.00 4.600% 29,325.00 129,325.00 562.50 129,887.50 159,775.00
120172026 - - 27,025.00 27,025.00 537.50 27,562.50 -
06/01/2027 105,000.00 4.700% 27,025.00 132,025.00 537.50 132,562.50  160,125.00
12/01/2027 - - 24,557.50 24,557.50 511,25 25,068.75 -
06/01/2028 110,000.00 4.700% 24,557.50 134,557.50 511.25 - 135,068.75 160,137.50
12/01/2028 - - 21,972.50 21,972.50 483,75 22,456.25 -
06/01/2029 115,000.00 4.700% 21,972.50 136,972.50 483.75 137,456.25 159,912.50
12/01/2029 - - 19,270.00 19,270.00 455.00 19,725.00 -
06/01/2030 120,000.00 4,700% 19,270.00 139,270.00 455.00 139,725.00 159,450.00
12/01/2030 - - 16,450.00 16,450.00 425,00 16,875.00 -
06/01/2031 125,000.00 4.700% 16,450.00 141,450.00 425.00 141,875.00 158,750.00
12/01/2031 - - 13,512.50 13,512.50 393.75 13,906.25 -
06/01/2032 135,000.00 . 4.700% 13,512.50 148,512.50 393,75 148,906.25 162,812.50
12/01/2032 - . 10,340.00 10,340.00 360.00 10,700.00 -
06/01/2033 140,000.00 4,700% 10,340.00 150,340.00 360.00 150,700.00 161,400.00
12/01/2033 - - 7,050.00 7,050.00 325.00 7,375.00 v -
06/01/2034 145,000.00 -~ 4.700% 7,050.00 152,050.00 325.00 152,375.00 159,750.00
12/01/2034 - - 3,642,50 3,642,50 288.75 3,931.25 -
06/01/2035 155,000.00 4,700% 3,642.50 158,642.50 288.75 158,931.25 162,862.50
Total $2,600,000.00 - $2,185,729.63 $4,785,729.63 $39,065.00 $4,824,794.63 -
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Kentucky Area Development Districts Financing Trusts

County of Floyd, Kentucky

KADD2005 147K -- Final Schedules

Pricing Summary

True Interest Cost (TIC)
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Maturity

Maturity Type of Bond Coupon Yieid Value Price Dollar Price
06/01/2008 Term 1 Coupon 3.000% 2.999% 155,000.00 100.000% 155,000,00
06/01/2010 Term 2 Coupon 3.300% 3.300% 105,000.00 100.000% 105,000,00
06/01/2012 Term 3 Coupon 3.500% 3.500% 110,000.00 100.000% 110,000.00
06/01/2015 Term 4 Coupon 3.800% 1.800% 185,000.00 100.000% 185,000.00
06/01/2019 Term 5 Coupon 4.250% 4.250% 280,000.00 100.000% 280,000.00
06/01/2023 Term 6 Coupon 4.500% 4.500% 330,000.00 100.000% 330,000.00
06/01/2026 Term 7 Coupon 4.600% 4,600% 285,000.00 100.000% 285,000.00
06/01/2035 Term § Coupon 4.700% 4.700% 1,150,000.00 100.000% 1,150,000.00
Total - - $2,600,000.00 - $2,600,000.00

Bid Information
Par Amount of Bonds - $2,600,000.00
Gross Production $2,600,000.00
Total Undenwriter's Discount (2.000%) $(52,000.00)
-Bid (98.000%) 2,548,000.00
Total Purchase Price $2,548,000.00
Bond Year Doliars $47,935.00
Average Life 18.437 Years
Average Coupon 4.5597781%
Net Interest Cost (NIC) 4.6682583%

4.6977813%




Kentucky Area Development Districts Financing Trusts

County of Floyd, Kentucky

KADD2005 147K -- Final Schedules

Derivation Of Form 8038 Yield Statistics

Issuance Issuance

Maturity Value Price PRICE Exponent - Bond Years
06/28/2005 - - - - -
06/01/2006 55,000.00 100.000% - 55,000,00 0,9250000x 50,875.00
06/01/2007 50,000.00 ' 100.000% 50,000.00 1.9250000x 96,250.00
06/01/2008 50,000.00 100.000% 50,000.00 2,9250000x 146,250,600
06/01/2009 50,000.00 100.000% 50,000.00 3.9250000x 196,250.00
06/01/2010 55,000.00 100.000% 55,000.00 4,9250000x% 270,875.00
06/01/2011 55,000.00 100.000% 55,000.00 5.9250000x 325,875.00
06/01/2012 55,600.00 100.000% 55,000.00 6.9250000x 380,875.00
06/01/2013 60,000.00 100.000% 60,000.00 7.9250000x 475,500.00
06/01/2014  60,000,00 100.000% 60,000.00 ~8,9250000x . 535,500.00
06/01/2015 65,000.00 100.000% 65,000.00 9.9250000x 645,125.00
06/01/2016 65,000.00 100.000% 65,000.00 10.9250000x 710,125.00
06/01/2017 70,000.00 100.000% 70,000.00 11.9250000x 834,750.00
06/01/2018 70,000.00 100.000% 70,000.00 12,9250000x 904,750.00
06/01/2019 75,000.00 100.000% 75,000.00 13.9250000x 1,044,375.00
06/01/2020 75,000.00 100.000% 75,000.00 14.9250000x 1,119,375.00
06/01/2021 80,000.00 100.000% 80,000.00 15.9250000x 1,274,000.00
06/01/2022 §5,000.00 100.000% -85,000.00 16.9250000x 1,438,625.00
06/01/2023 90,000,00 100.000% 90,000.00 17.9250000x 1,613,250,00
06/01/2024 90,000.00 100.000% 90,000.00 18.9250000x% 1,703,250.00
06/01/2025 95,000.00 100.000% 95,000.00 19,9250000x 1,892,875.00
06/01/2026 100,000.00 100.000% 100,000.00 20,9250000x 2,092,500.00
06/01/2027 105,000.00 100.000% 105,000.00 21.9250000x 2,302,125.00
06/01/2028 110,000.00 100.000% 110,000.00 22.9250000x 2,521,750,00
06/01/2029 115,000.00 100.000% 115,000,00 23.9250000x 2,751,375.00
06/01/2030 120,000.00 100.000% 120,000.00 24.9250000x 2,991,000.00
06/01/2031 125,000.00 100.000% 125,000.00 25.9250000x 3,240,625.00
06/01/2032 135,000.00 100.000% 135,000.00 26.9250000x 3,634,875.00
06/01/2033 140,000.00 100.000% 140,000,00 27.9250000x 3,909,500.00
06/01/2034 145,000.00 100.000% 145,000.00 28,'9250000)\" 4,194,125,00
06/01/2035 155,000.00 100.000% 155,000.00 29.9250000x 4,638,375.00
Total $2,600,000.00 - $2,600,000,00 - $47,935,000,00

IRS Form 8038
Weighied Average Maturity = Bond Years/Issue Price 18.437 Years
Total Interest from Debt Service 2,185,729.63
Total Interest 2,185,729.63

NIC = Interest / (Issue Price * Average Maturity) |

Bond Yield for Arbitrage Purposcs

4.5597781%

4.8010854%
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Kentucky Area Development Districts Financing Trusts

County of Floyd, Kentucky
KADD2005 147K -- Final Schedules

Expense Summary Part1 of 2,
Trustee KADD

DATE Fee : Admin Fee TOTAL
12/01/2005 250.00 650.00 900.00
06/01/2006 250.00 650.00 900.00
12/01/2006 250.00 636.25 886.25
06/01/2007 ' , 250.00 636.25 886.25
12/01/2007 ‘ C 250,00 623.75 , 873.75
06/01/2008 250.00 623.75 873.75
12/01/2008 250.00 611.25 861.25
06/01/2009 250,00 61125 861.25
12/01/2009 250.00 598.75 » B48.75
06/01/2010 250.00 59875 848.75
12/01/2010 250.00 585.00 835.00
06/01/2011 250.00 : 585.00 835.00
i2/01/201t 250.00 57125 821.25
06/01/2612 250.00 571.25 : 821.25
1240172012 , 250.00 557.50 807.50
06/01/2013 250.00 557.50 807.50
120012013 250.00 542.50 792.50
06/01/2014 250.00 542.50 , 792.50
12/01/2014 250.00 527.50 777.50
06/01/2015 250.00 527.50 777.50
12/01/2015 250.00 501.25 © 76125
06/01/2016 250.00 511.25 761.25
12/01/2016 250.00 495.00 745.00
06/01/2017 250,00 495.00 745.00
12/01/2017 25000 471,50 727.50
06/01/2018 250,00 471.50 ) 727.50
12/01/2018 250.00 460.00 : 710.00
06/01/2019 250.00 460.00 710.00
12/01/2019 250.00 _ 441.25 691.25
06/01/2020 250.00 441.25 691.25
12/01/2020 250.00 422,50 672.50
06/01/2021 250.00 . 422.50 672.50
12/01/2021 250.00 402.50 652.50
06/01/2022 : 250,00 402.50 652.50
12/01/2022 250.00 381.25 631.25
06/01/2023 250.00 381,25 631.25
12/01/2023 250,00 358.75 608,75
06/01/2024 250.00 358.75 608.75
12/01/2024 250.00 336.25 586.25
06/01/2025 ‘ 250.00 336.25 586.25
12/01/2025 250.00 312.50 562.50
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Kentucky Area Development Districts Financing Trusts

" County of T'loyd, Kentucky
KADD?2005 147K -- Final Schedules

Expense Summary - Part 2 of 2
Trustee KADD

DATE Fee Admin Fee TOTAL
06/01/2026 250.00 312,50 562.50
12/01/2026 - 250.00 287.50 537.50
06/01/2027 250,00 287.50 537.50
12/01/2027 250.00 , 26125 51125
06/01/2028 . 250.00 261.25 - 511.25
12/01/2028 250,00 23375 - 483.75
06/01/2029 250.00 233.75 483.75
12/01/2029 250.00 205.00 455.00
o6/01/2030 - 250,00 , CooAse0 45500
12/01/2030 250.00 175.00 425,00
06/01/2031 250.00 ) . 175.00 425,00
12/01/2031 ' ) 250.00 143,75 393.75
06/01/2032 250.00 143.75 393.75
12/01/2032 250.00 110.00 ' 360.00
06/01/2033 250,00 . 110.00 . 360,00
12/0172033 250.00 75.00 325.00
06/01/2034 250.00 75.00 325.00
12/01/2034 250.00 - 38.75 288.75
06/01/2035 250.00 _ 3875 o 28875

Total . $15,000.00 ) $24,065.00 $39,065.00
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Lease Closing Dale:

Lease Amount:
Loan Number:
Borrover:

FINAL LESSEE PAYMENT SCHEDULE

06/28/06

$2,600,000
KADD2005_147K
Floyd Gounty, Kenluchy

Flrst Instaliment: 12/01/05
Finat Instaliment: 06/01/35
Due Intorost Principal Bond Program  Total Net Lease Nat FY Date
Date Rala Paymont Rals Foas Payment - Payment Pald
01-Dec-05 $0 T $47,084.63  $800.00 $48,084.63
01-Jun-06 3.00% $55,000 $56,452.50  $800.00 $142,352.60  $161,237.13
01-Dec-08 $0 $56,627.50  $080.25 $66,613.76
01-4un-07 3.00% $60,000 $55,627.60  $886.26 $106,613.75  $163,027.50
01-Dec-07 30 $54,877.50  $873.75 $56,761,26
01-Jun-08 3.00% $60,000 $64877.60 387376 $106,751.26 $161,602.60
01-Dec-08 30 $54,127.50  $061.25 $64,888.76
01-Jun-089 3.30% $50,000 $64,127.50  $061.26 $104,908.76  $158,877.60
01-Dec-09 30 $53,302.60  $848.76 $64,161.26
01-Jun-10 3.30% $65,000 $63,302.60  $84B.75 $109,161.26  $163,302.50
01-Dec-10 30 $62,305.00  $835.00 $63,230.00
01-Jun-11 3.50% $55,000 $52,385.00  $835.00 $108,230.00 $161,460.00
01-Dec-11 $0 $61,432.60  $821.25 $52,263.76 .
01-Jun-12 3.50% $65,000 $51,432.60  $821.25 $107,263.76  $169,507.60
01-Dse-12 $0 §650,470.00  $807.60 $61,277.60
01-Jun-13 3.80% $60,000 $50,470.00  $807.50 $111277.60  $162,565.00
01-Dac-13 $0 $48,330.00 . $792.50 $50,122.60
Ot-dun-i4 - 3.80% $60,000 §48.330.00  $792.50 $110,122.50  $160,245.00
01-Dec-14 $0 $46,190.00  $777.50 $48,067.60
01-Jun-16 1.80% $65,000 $48,190.00  $777.60 $113,867.50  $162,835.00
01-Dec-16 $0 $46,056.00  $761.26 $47,716.26
0i-Jun-18 4,25% 365,000 $46,956.00 $761.26 $112,716.26  $160,432.50
01-Dec-16 $0 $46,673.75  $745.00 346,318.76
01-Jun-17 4,25% $70,000 $45,673.76  $746.00 $118318.76  $162.837.60
04-Dec-17 $0 $44,086.26  $727.60 $44,813.76
01-Jun-18 4.25% $70,000 $44,086.25  $727.50 $114,813.76 $169,627.60
01-Dac-18 S0 $42,666.76  $710.00 $43,308.75
01-Jun-18 4.25% $75,000 $42,598.75  $710,00 $118308.75  $161,617.60
01-Dec-18 $0 $41,00500  $691.26 $41,698.25
01-Jun-20 4.50% $75000 | $4100500  $691.26 $116,686.26  $158,392,60
01-Dac-20 $0 $39,317.60  $672.50 $39,980.00
01-Jun-21 4.50% $80,000 $39,317,60 $872.50 $118,890,00 $159,980.00
01-Dac-21 50 $37,517.50  $0652.50 $38,170.00
01-Jun-22 4.50% $85,000 $37,617.50  $652.60 $123,170.00  $161,340.00
01-Dec-22 30 $35,805.00  $631.25 $36,235.26
61-Jun-23 4.50% $980,000 $36,605.00  $831.26 $126,236.26  $182.472.50
01-Dec-23 $0 $33,680,00  $608.75 $34,188.75
01-Jun-24 4,60% $90,000 $33,680.00  $608,76 $124,188.76  $168,377.60
01-Dac-24 50 $31,510.00  $586.26 $32,098.25
03-Jun-25 4,60% $95,000 $31,610,00  3508.26 $127,086.26 $169,192,50
01-Dec-25 30 $29,326.00  $662.50 - $29,887.60
01-Jun-26 4.60% $100,000 $20,326.00 866250 $12008760  $169,776.00
01-Doe-26 30 327,025.00  $537.50 $27,662.60
01-Jun-27 4.70% $105,000 $27,026.00  $537.50 $132,66260  $160,125,00
01-Dac-27 . 30 $24,567.50  $511.25 $26,088.76
01-Jun-28 4.70% $110,000 $24,6567.60  $611.26 $136,068,76  $160,137.60
01-Dac-28 30 $21,972.50  $483.76 $22,458.26
01-Jun-28 4.70% $115,000 $21,87250  $483.75 $137.456.25  $159.912.50
01-Dec-29 $0 $18,270,00  $455.00 $19,726.00
01-Jun-30 4.70% $120,000 $19,270.00  $465.00 $139,726.00  $169,450.00
01-Dae-30 $0 $18,45000  $426.00 $16,875.00
01-Jun-34 4.70% $126,000 $16,460.00  $426.00 $141,875.00  $158,760.00
01-Dec-31 $0 31361260  $303.75 $13,808.26
01-Jun-32 4,70% $135,000 31361250  $393.76 $148,808,26 . $182.812.50
01-Dac-32 $0 $10340.00  $360.00 $10,700,00
01-Jun-33 4.70% $140,000 $10.340.00  $360.00 $160.700.00  $161,400.00
01-Dec-33 30 $7.050.00  §325.00 $7,376.00
01-Jun-34 4.70% $145,000 $7,050.00  $326,00 $152,376.00  $158,750.00
01-Do0-34 $0 $3,642.60  $288.75 $3,031.26
01-Jun-35 4.70% $165,000 $3,642.60  $280.75 $156,931.26  $162,862.60

Your Loan reference Is;

$2,800,000 $2,186,7208.63 $38,065,00 $4,824,784.63  $4,824,704.63

Remlt payments to;

Loan Numbar:

Lesses:

Average interes! rate;

KADD2005_147K Tha Bank of New Yark Trust Company, N.A.
Fioyd Counly, Kentucky . Atln: David Graf
4.66% 525 Vine Street, Suite 660
Cinclnnall, Ohlo 45202
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County of Floyd, Kentucky - Serles 2005K General Obligaﬁon KADD Lease
Final Net Debt Service Breakout

Average Fixed interest Rale: 4.56%
Term (ysars): 30
Annual Lease Payment of Water District: $100,000
Average Annual Counly Payment: $60,828
) Princlpal interest . Less Lease Net Period FY Payment
Payment Date Coupon Payment Payment Faes Total Paynfn{ “Payment Payn&zr:jt"?;a of Due of County
01-Dec-05 _ 37985 300 548,865 360,000 (1,115)
01-Jun-08 3.00% . 65,000 58,453 900 $112,353 $50,000 $62,363 $61,237
01-Dec-06 55,828 888 $66,514 $60,000 $8,514 :
01-Jun-07 3.00% 50,000 55,628 888 $106,514 $50,000 $56,514 $63,028
01-Dec-07 54,878 874 * 965,751 $60,000 $6,761
01-Jun-08 3.00% 50,000 54,878 874 $105,751 $50,000 $65,761 $61,503
01-Dec-08 i 54,128 861 $54,989 $50,000 $4,989
~ 0t-Jun-08 3.30% 50,000 54128 861 $104,989 $50,000 $54,989 $50,978
01-Dec-09 53.303 849 $64,151 $50,000 - 4,151
01-Jun-10 3.30% 65,000 53303 849 $108,154 $50,000 © $69,161 $63,303
01-Dec-10 : 62,395 835 $53,230 $60,000 $3.230
01-Jun-11 3.50% 55,000 52,395 835 $108,230 $60,000 $68,230 361,460
01-Dec-11 51,433 821 $652,264 $50,000 $2,254
01-Jun-12 3.50% 55,000 51433 821 $107,254 $60,000 $57,254 $59,508
01:Dec-12 50470 808 $61,278 $50,000 $1,278 :
01-Jun-13 3.80% 60,000 50,470 808 $111,278 $50,000 $61,278 $62,556
01-Dac-13 49,330 783 $50,128 $50,000 $123
01-Jun-14 3.80% 60,000 48,330 783 $110,123 $60,000 $60,123 $60,245
01-Dec-14 48,190 18 548,068 $50,000 (81,033) _
01-dun-16 3.80% - 66,000 48,180 778 $113,968 $60,000 $63,968 $62,935
01-Dec-16 48,955 761 $47,716 $50,000 (32.284)
01-Jun-16 -4,25% 65,000 48,055 781 $112,716 $50,000 362,716 $60,433
01-Dec-16 45,574 748 $46,319 $50,000 ($3,669)
- 01-dun-17 4,25% 70,000 45,574 45 5118318 - $60,000 $66,319 $62,638
01-Dac-17 44,088 728 $44,814 $50.000 (35,188)
01-Jun-18 4.26% 70,000 44,088 728 $114,814 $50,000 $64.814 $59,628
01-Dec-18 © 42599 aly $43,309 $50,000 (56,891)
01-Jun-18 4,.26% 75,000 42,569 710 $118,308 $60,000 $68,300 $61,618
01-Dec-19 41,008 691 $41,686 - $50,000 (38,304)
04-Jun-20 4,50% 76,000 41,006 691 $116608 . $50,000 366,608 " $58,393
01-Dec-20 39,318 673 $30,990 $50,000 {510,010)
01-Jun-21 4.50% 80,000 39318 673 $119,980 $50,000 $69,950 $59,980
01-Dec-21 37.618 €53 $38,470 .  $50,000 ($11,830)
01-Jun-22 4.50% 85,000 37518 853 $123,170 $50,000 $73,170 $61,340
01-Dec-22 35,805 631 $36236  $50,000 (513,764)
01-Jun-23 4,50% 90,000 35,605 831 $126,236 $60.000 $76,236 $62,473
01-Dec-23 33,580 608 $34,189 $50,000 ($15,811)
© 01-Jun-24 4.60% 60000 33,880 605 $124,180 $50,000 $74,189 $58,378
01-Dec-24 31.510 538 $32,098 $50,000 (817,904)
01-Jun-26 4.60% ° 95000 31,510 586 $127,096 $50,000 $77,006 $68,193
01-Dec-25 20,325 563 $28,888 $50,000 ($20,113)
01-Jun-26 4.60% 100,000 20,325 563 $129,808 $50,000 $70,868 $69,775
01-Dec-26 21,625 538 $27,663 $50,000 (522.438)
01-Jun-27 4.70% 105,000 21,025 538 $132,663 $50,000 $62,663 $60,126
01-Dec-27 24,588 511 $26,089 $50,000 ($24,931)
01-Jun-28 4.70% 110,000 24,558 514 $136,069 $50,000 $86,089 560,138
01-Dec-28 21,973 484 $22,456 250,000 ($27.544)
01-Jun-29 4.70% 115,000 21873 484 $137,456 $60,000 $87,466 $69,913
01-Dec-29 18,270 456 $19,726 $60,000 (830,275)
01-Jun-30 4,70% 120,000 18,270 455 $139,725 $50,000 $89,725 $68,450
01-Dec-30 18,450 425 $18,875 $50,000 ($33,125)
01-Jun-31 4.70% 125,000 16,450 425 $141,876 $50,000 $91,875 $68,760
01-Dec-31 13,613 394 $13.908 $50,000 ($36,084)
01-Jun-32 4.70% 135,000 13,513 394 $148,908 $50,000 $98,906 $62,813
01-Dec-32 10,340 360 $10,700 $50,000 ($39,300)
01-Jun-33 4.70% 140,000 10,340 380 $150,700 $50,000 $100,700 $61,400
01-Dac-33 7.080 328 $7,375 $60,000 ($42,625)
01-Jun-34 4.70% 145,000 7050 325 $162,375 $60,000 $102,376 $68,760
01-Dec-34 3643 - 289 $3.934 $50,000 (546,060)
01-Jun-35 4.70% 156,000 3,843 288 $158,931 $50,000 $108,931 $62,863
Totals; $2,600,000  $2,485730  $36,085  $4,824,795 $3,000,000 $1,824,795 $1,824,795

* Foes are annual Trustee Fee paid to Bank of New York and KADD Administrative Fee

26-Jun-05 : RSA
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Beyer, Jonathan (PSC)

From: Beyer, Jonathan (PSC)

Sent: - Friday, February 01, 2013 1:.53 PM
To: 'bmeyer@umglic.net’

Subject: Southern 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. | wanted to inquire whether you would be able to provide any information regarding the financing
arrangement surrounding the Floyd County contribution to Southern, specifically:

e What was your understanding, in 2002, regarding the Floyd County contribution? Was there any
expectation or agreement that Southern would repay the contribution?
e What was your understanding regarding the circumstances in 2004-2005 when Floyd County first
" requested payment from Southern? Was the payment a voluntary measure or was Southern required to
make it?
*  Was there any written or verbal agreement regarding the payment from Southern to Floyd County?

e In providing the funds, did Floyd County take any ownership interest in or-place any liens on the land or
infrastructure that was financed?

If you would prefer to discuss this issue via the telephone | 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:

Your message

To:

Bob Meyer <bmeyer@umglic.net>
Beyer, Jonathan (PSC)

Friday, February 01, 2013 2:17 PM

Read: Southern Water and Sewer District

Subject: Southern Water and Sewer District
Sent: Friday, February 01, 2013 2:04:15 PM (UTC-05:00) Eastern Time (US & Canada)

was read on Friday, February 01, 2013 2:17:10 PM (UTC-05:00) Eastern Time (US & Canada).
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US DA United States Rural ! Corporate Drive, Suite 200
Department of Development -.axington, KY 40503-5477
— Agriculture (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 $433,9¢90, 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 time 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 Civil Rights, Washington, D.C. 20250-9410
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Ia signing Form RD 1942-46, "Letter of Intent to Meet Conditions," you are agreeing to
complete the following as expeditiously as possible:

1.

la.

Ib.

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 advertising for construction bids. No contribution is required from the Water District.

Grant Agreement:

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.

Drug-Free Work Place:

Prior to grant approval, the Water District will be required to execute Form AD-1049,
"“Certification Regarding Drug-Free Workplace Requirements (Grants) Alternative I - For
Grantees Other Than Individuals.”

Repayment 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 KRS,
which requires interest to be paid semi-annually (January 1st and July 1st) 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 bank account on
the exact installment payment due date (contact the Rural Development Manager for
further information).

Funded Depreciation Reserve Account:

The Water District will be required to deposit $1,165.00 per 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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4. Security Requirements:

A pledge of gross water revenue will be provided in the Bond Resolution.

5. Land Rights and Real Property:

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 pipelines will
be on private rights-of-way where feasible. Easements and options are to be secured prior
to advertising for construction bids.

6. Organization:

The Water District will be legally organized under applicable KRS which will permit
them to perform this service, borrow and repay money.

7. Business Operations:

The Water District will be required to operate the system 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.

8. Accounts, Records and Audits:

The Water District will be required to maintain adequate records and accounts and submit
statistical and financial reports, quarterly and annually, 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 will 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 required to submit a copy of its
audit agreement for review and approval prior to pre-closing 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 accounting system is required.

9. Accomplish 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.

11.

Insurance and Bonding:

The following insurance and bonding will be required:

A.

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.

Worker's Compensation - The Water District will carry worker's compensation
insurance for employees in accordance with applicable state laws.

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.

Real Property Insurance - The Water District will obtain and maintain adequate
fire and extended coverage on all structures including 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.

Flood Insurance - The Water District will obtain and maintain adequate coverage
on any facilities located in a special flood and mudslide prone areas.

Planning and Performing Development:

A.

The engineer should not be authorized to commence work on final plans and
specifications until a determination has been made that 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 project 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 project.

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:

1. Final plans, specifications and bid documents.

2. Applicant's letter on efforts to encourage small business and minority-
owned business participation.

Legal Service Agreements.

4, Engineering Agreements.

")
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12.

13.

14.

15.

16.

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.

Compliance 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.

Closing Instructions:

The Office of General Counsel, our Regional Attorney, will be required to write closing
instructions in connection with this loan. Conditions listed therein must be met by the
Water District.

Compliance with Special 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.

Treatment Plant/System Operator:

The Water District is reminded that the treatment plant and/or system operator must have
an Operator's Certificate issued by the State.

Prior to Pre-Closing the Loan, the Water District will be Required to Adopt:

A. Form RUS Bulletin 1780-27, "Loan Resolution (Public Bodies)."
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-1, "Certification for Contracts, Grants and
Loans."
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17.

18.

19.

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.

Refinancing and Graduation Requirements:

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.

Commercial Interim Financing:

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.

Disbursement of Project 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 RUS project funds will be covered by a
"Fidelity Bond," with USDA-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 approved by Rural Development prior
to payment by 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.



Southern Water and Sew« District Page 7

20.

21.

22.

23.

Disbursement of Grant Funds:

The RUS 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 part 3016 (as applicable).

Cost of Facility:

Breakdown of Costs:
Development $ 2,942,500
Land and Rights 25,000
Legal and Administrative 32,200
Engineering 391,000
Interest 92,500
Contingencies 303,700
Refinancing 2,386,000

TOTAL § 6,172,900

Financing:
RUS Loan $ 2,515,000 ~
RUS Grant 450,000 ey
ARC Grant 433,906 e
State of Kentucky Surplus Grant 300,000
Floyd County Fiscal Court 2,474,000

TOTAL § 6,172,900

Debt Collection Improvement Act (DCIA) of 1996:

The Debt Collection Improvement Act (DCIA) of 1996 requires that all 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 funds
will be electronically received. The completed form(s) must be received by Rural
Development at least thirty (30) days prior to the first advance of funds.

Use of Remaining Project 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 funds exceeds the
grants, that part would be RUS loan funds.
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24.

25.

26.

27.

28.

Rates and Charges:

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.

Commitment of Floyd County Fiscal Court, State Surplus and ARC Grants:

This Letter of Conditions is issued contingent upon a firm 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.

Floodplain 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 within 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 officials 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 to 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.

30.

31.

Management Agreement:

The Agreement 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.

Mitigation 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.

@)

The Water District will comply with all applicable executive orders and
regulations that are applicable to the preservation of prime farmlands and
wetlands.

Final Approval 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 manner.
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,

7 j
Jorn s Slprie.
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 - Frankfort, Kentucky



02-07-02  12:14pm From=FLOYD COUNTY FiSCAL +8861083

rAUL HUNT THOMPSON
JUDGE/EXECUTIVE of FLOYD COUNTY

PAYS

Telephone (606) B86-9193 Rloyd County Fiscal Count
Fax (606) 886-1083 149 South Central Avenus - Svite 9
Prestonsburg, Kentucky 41653

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 Fiscat Court currently has the
sum of Two Million Dollars ($2,000,000.00) available for use in the Southem Water &
Sewer District of Floyd County, Kentucky. These funds are earmarked for construction
projects in the District and were generated through a bond issue approved by the
Department for L.ocal Government.

Should you need any addirional information regarding this matter, please do not hesitate
10 contact me.

Sincerely,

Paul H. Thor;xpson, j

Floyd County Judge/Executive




DUU LHBKN WALER AND SEWER DISTRICT
WATERWORKS REVENUE BOND, SERIES 2002
Interest Rate: 4.50%

KNOW ALL PERSONS BY THESE PRESENTS: Thal the Southem Water and Sewer Distnct (the “District?), acling by and theough its Board of Commissioners {the “Commission®), a public body
Knott Counties, Kentucky, tor value received, hereby promises 1o pay 1o the UNITED STATES QF AMERICA, acting by and through the U.S. DEPABTMENT OF AGRICULTURE, 771 Cormporale Dnvt
Kentucky 40503-5477, the Registered Qwner haredt, of o its registersd assigns, as hereinafier provided, solaly irom the fund hereinaiter identified, the sum of

TWO MILLION FIVE HUNDRED FIFTEEN THOUSAND DOLLARS ($2,515,000)

on the first day o} January, in years and inslaliments as lollows: and interest being payable, withoul deduction tor exchange or collection charges, in law
Payment Due Princigal Payment Dus Prngpal Payment Dug Prncipal States of Amenca, at the address of the Registered Owner shown on the regislcation bog
Januan,l Payment January 1 Payment Januany } Payment This Bond s issued by the District under and in wll compliance with the Constitn
2005 376,000 2018 346,000 2031 S 82,000 Cornmonwealth of Kentucky, including Chapters 58 and 74 ol the Kenlucky Rewvised S
2006 27,000 2019 48,000 2032 86,000 *Act’), and pursuant 1 a duly adopted Bond Resolution ot the Distict authonzing sai
2007 29,000 2020 51,000 2033 50,000 Resolution™), o which Current Bond Resolution retérence is hergby mads lor a descry
2008 20,000 2021 53,000 2024 94,000 extenl of the security thereby created, the nghts and limitations of nghts of the Registen
2009 31,000 2022 55000 2035 98,000 and the righis, obligations and duties ot the Distdct, tor the pumose of financng
2010 33,000 2023 58,000 2026 103,600 provided) ot the construction of extensions, additions and improvements 1o the existing
2011 34,000 2024 60,000 2047 107,000 the Disinct {said exsting walerworks system, logether with said exiensions, additions an
2012 36,000 2025 53.000 2038 112,000 herematter relerred to as the "System’),
2013 37,000 2026 117,000 [FURTHER PROVISIONS OF THIS BOND ARE SET FORTH ON THE REVER
2014 38,000 122,000 Jiis hereby cenmed recited and declared hat all acts, cond on1s and things require
2015 41,000 4 Z éap»ﬁmne vir k biaye happened anc
2016 43,000 e armbm of this Bond,
2017 44,000 “the Constitutic

and in ike manner, solely from said
remagining unpaid, at the Interast Rate, peured. gbove 'sgnanm,ally o1 days oi Jenuary, Ly

year, beginning with the first January’St July aflér th Mt Bont Torin sa;cf sufi¥s paidé5cept as the
provisions heremafter set forth with respect to prepayment may be and become applicable hereto, bolh pnncipal

o5 ) 7 2H
Sheretary, o thé data7s thiS’Bond, which is D er T 2002.

SOUTHERN WATER AND SEWER DISTRICT
Floyd and Knott Counties, Kentucky

/ Y

JUCSSCNRRE

JERAND \‘l\
A
5.5 t“"l,, naxr'nap/
57 4
0O} Z
5> 52
I/o T g

3w SEAL o2

&5

\;

£2.0-BOHTE CG., ING. LOUISVILLE, KY.
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Beyer, Jonathan (PSC)

o ‘m
From: Dale, Lisa (DLG)
Sent: Wednesday, February 13, 2013 4:51 PM
To: ‘Beyer, Jonathan (PSC)
Subject: RE: Floyd County & Southern Water/Sewer District
Vir. 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:

$2,515,000 Southern Water and Sewer District Waterworks Revenue Bonds, Series 2002, dated June 12, 2002
. to provide extensions, additions and improvements to the current waterworks system

$225,000 Southern Water and Sewer District Waterworks Revenue Bonds, Series 2005, dated November 3,
2005 for improvements to the water system

if you would like a copy of the original notification letters and or payment schedules for either of these issues | will be
" glad to send them to you. Just let me know. Thanks.

Lisa Dale

Local Governiment Advisor
Department for Local Government
1024 Capital Center Drive

Suite 340

Frankfort, KY 40601

PH (502) 573-2382, Ext. 277

FAX (502) 573-3712
lisa.dale@ky.qov

From: Beyer, Jonathan (PSC)

Sent: Wednesday, February 13, 2013 10:52 AM

To: Dale, Lisa (DLG)

Subject: Floyd County & Southern Water/Sewer Dlstrlct

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. | have several follow-up questions on which | would appreciate any input you
may 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 Interviewees Involved Title(s)
January 23, 2013 Keith Bartley County Attorney, Floyd
County
January 23, 2013 Hubert Halpert General Manager/Former
Chairman
Gary Blankenship Commissioner,  Southern

Water & Sewer District

January 24, 2013

Paula Johnson

Chairwoman, Southern
Water & Sewer District

January 24, 2013 Robert Marshall Judge/Executive, Floyd
County
Barry Davis Deputy Judge/Executive,
Floyd County
Keith Bartley County Attorney, Floyd
County
February 5, 2013 Hubert Halpert General Manager/Former
Chairman, Southern Water
& 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 District/Veolia 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 Southern Water District conveys several land parcels to the Floyd
County, Kentucky Public Properties Corporation.

May 8, 2002 Southern Water District applies for a CPCN and an adjustment of rates,
Case No. 2002-00166.

June 7, 2002 The Commission approves Southern Water District’'s application in Case

No. 2002-00166.

June 12, 2002

Southern Water District applies to the Governor's Office for Local
Development to issue bonds in the amount of $2,515,000.

September 10, 2003

Floyd County issues Bond Anticipation Notes Series 2003 in the amount
of $2,395,000.

September 26, 2003

Floyd County, Kentucky Public Properties Corporation and Floyd County
execute Addendum to Lease Agreement and Mortgage Deed of Trust.

September 24, 2004

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 L.ocal 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

Southern Water District files its Application in the Case No. 2012-00309.

December 21, 2012

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. 0. 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
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