ARF FORM-1 July 2014

SUBMIT ORIGINAL AND FIVE ADDITIONAL COPIES, UNLESS FILING ELECTRONICALLY

APPLICATION FOR RATE ADJUSTMENT
BEFORE THE PUBLIC SERVICE COMMISSION

For Small Utilities Pursuant to 807 KAR 5:076
(Alternative Rate Filing)

Garrison-Quincy-Ky-O-Heights Water District

(Name of Utility)

P.O. Box 279

(Business Mailing Address - Number and Street, or P.O. Box )

Garrison, KY 41141

(Business Mailing Address - City, State, and Zip)

606-757-4898

(Telephone Number)

BASIC INFORMATION

NAME, TITLE, ADDRESS, TELEPHONE NUMBER and E-MAIL ADDRESS of the person to whom correspondence or
communications concerning this application should be directed:

Trent Underwood, Manager

(Name)

P.O. Box 279

(Address - Number and Street or P.O. Box)

Garrison, KY 41141

(Address - City, State, Zip)

606-757-4898

(Telephone Number)

teunderwood@windstream.net
(Email Address)

(For each statement below, the Applicant should check either "YES", "NO", or
“NOT APPLICABLE" (N/A)) YES NO N/A

1. a. Initsimmediate pastcalendar year of operation, Applicant had $5,000,000 or less in E ]
gross annual revenue.

b. Applicant operates two or more divisions that provide different types of utility service. X []
In its immediate past calendar year of operation, Applicant had $5,000,000 or less in
gross annual revenue from the division for which arate adjustment is sought.

2. a. Applicanthas filed an annual report with the Public Service Commission for the past X ]
year.

b. Applicant has filed an annual report with the Public Service Commission for the two X []
previous years.

3. Applicant's records are kept separate from other commonly-owned enterprises. X []
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YES NO N/A

Applicant is a corporation that is organized under the laws of the state of [] X ]
, is authorized to operate in, and is in good standing in

the state of Kentucky.

Applicantis alimited liability company that is organized under the laws of the state [ ] X ]
of , is authorized to operate in, and is in good standing in
the state of Kentucky.

Applicant is a limited partnership that is organized under the laws of the state of [ ] X ]
, Is authorized to operate in, and is in good standing in

the state of Kentucky.

Applicant is a sole proprietorship or partnership. [] X ]
Applicant is awater district organized pursuant to KRS Chapter 74. X ][]
Applicant is awater association organized pursuant to KRS Chapter 273. [] K ]

A paper copy of this application has been mailed to Office of Rate Intervention, Office L] X []
of Attorney General, 1024 Capital Center Drive, Suite 200, Frankfort, Kentucky
40601-8204.

An electronic copy of this application has been electronically mailed to Office of Rate X R
Intervention, Office of Attorney General at rateintervention@ag.ky.gov.

Applicant has 20 or fewer customers and has mailed written notice of the proposed [ ] X []
rate adjustment to each of its customers no later than the date this application was

filed with the Public Service Commission. A copy of this notice is attached to this

application. (Attach acopy of customer notice.)

Applicant has more than 20 customers and has included written notice of the [ ] X ]
proposed rate adjustment with customer bills that were mailed by the date on

which the application was filed. A copy of this notice is attached to this

application. (Attach acopy of customer notice.)

Applicant has more than 20 customers and has made arrangements to publish X O ]
notice once a week for three (3) consecutive weeks in a prominent manner in a

newspaper of general circulation in its service area, the first publication having

been made by the date on which this Application was filed. A copy of this notice

is attached to this application. (Attach a copy of customer notice.)

Applicant requires a rate adjustment for the reasons set forth in the attachment X L]
entitled “Reasons for Application.” (Attach completed “Reasons for Application”
Attachment.)
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YES NO N/A
8. Applicant proposes to charge the rates that are set forth in the attachment entitled X L]
“Current and Proposed Rates.” (Attach completed “Current and Proposed Rates”
Attachment.)
9. Applicant proposes to use its annual report for the immediate past year as the test X []

period to determine the reasonableness of its proposed rates. This annual report is
for the 12 months ending December 31, 2019 .

10. Applicant has reason to believe that some of the revenue and expense items set forth X []

in its most recent annual report have or will change and proposes to adjust the test
period amount of these items to reflect these changes. A statement of the test period
amount, expected changes, and reasons for each expected change is set forth in the
attachment “Statement of Adjusted Operations.” (Attach a completed copy of
appropriate “Statement of Adjusted Operations” Attachment and any invoices,
letters, contracts, receipts or other documents that support the expected change
in costs.)

11. Based upon test period operations, and considering any known and measurable K []
adjustments, Applicant requires additional revenues of $__ see attachments  and total
revenues from service rates of $ see attachments . The manner in which these amounts
were calculated is set forth in “Revenue Requirement Calculation” Attachment.
(Attach acompleted “Revenue Requirement Calculation” Attachment.)

12. As of the date of the filing of this application, Applicant had 1056+/- water customers. M []

308+/- sewer
13. A billing analysis of Applicant's current and proposed rates is attached to this X []
application. (Attach acompleted “Billing Analysis” Attachment.)

14. Applicant's depreciation schedule of utility plant in service is attached. (Attach a X []
schedule that shows per account group: the asset's original cost, accumulated
depreciation balance as of the end of the test period, the useful lives assigned to
each asset and resulting depreciation expense.)

15.a. Applicant has outstanding evidences of indebtedness, such as mortgage agreements, X []
promissory notes, or bonds.

b. Applicant has attached to this application a copy of each outstanding evidence of M [
indebtedness (e.g., mortgage agreement, promissory note, bond resolution).

c. Applicant has attached an amortization schedule for each outstanding evidence of X [
indebtedness.






LIST OF ATTACHMENTS
Garrison-Quincy Water District

Customer Notice of Proposed Rate Adjustments
Reasons for Application

Current and Proposed Rates

A W N

Statements of Adjusted Operations and Revenue Requirements with the following attachments:
a. References
b. Table A - Depreciation Expense Adjustments
c. Table B - Debt Service Schedule

Current Billing Analyses

Proposed Billing Analyses

Depreciation Schedule

© N o U

Outstanding Debt Instruments
a. RD Series 1987A and 1987B
b. RD Series 1996
c. RD Series 2002
d. KIA Loan 2015
e. RD Series 2010 (Sewer)
9. Amortization Schedules
10. Statements of Disclosure of Related Party Transactions

11. Board Resolution

SHEET 5 of 5
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CUSTOMER NOTICE

Notice is hereby given that the Garrison-Quincy Water District expects to file an application on or
about March 2, 2021 with the Kentucky Public Service Commission seeking approval of a
proposed adjustment to its water and sewer rates. The proposed rates shall not become effective
until the Public Service Commission has issued an order approving these rates.

MONTHLY WATER RATES

Minimum Bills Based on Meter Size

Gals. Incl'd. Minimum Bills Dollar Percent
Meter Size in Minimum Current Proposed Increase Increase
5/8 x 3/4 inch 2,000 $20.50 $24.29 $3.79 18.5%
1inch 10,000 78.30 92.81 14.51 18.5%
2 inch 50,000 291.10 344.81 53.71 18.5%
Rates for Water Usage in Addition to Minimum
Charge per 1,000 Gals. Dollar Percent
No. of Gallons per Month: Current Proposed Increase Increase
First 2,000 Gallons $20.50 $24.29 $3.79 18.5%
Next 3,000 Gallons $8.05 $9.54 1.49 18.5%
Next 5,000 Gallons $6.73 $7.98 1.25 18.6%
Over 10,000 Gallons $5.32 $6.30 0.98 18.4%
Bulk Water
All Purchases $8.68 $10.29 S1.61 18.5%
Water Loss Reduction Surcharge
All Customers $1.73 per Customer per Month
MONTHLY SEWER RATES

Rates for All Customers

Charge per 1,000 Gals. Dollar Percent

No. of Gallons per Month: Current Proposed Increase Increase
First 2,000 Gallons $22.00 $29.70 $7.70 35.0%
Over 2,000 Gallons $11.00 $14.85 3.85 35.0%

If the Public Service Commission approves the proposed water rates, then the monthly water bill
for a customer using an average of 3,000 gallons per month will increase from $28.55 to $33.83.
This is an increase of $5.28 or 18.5%. The District is also applying for a Water Loss Reduction
Surcharge of $1.73 per customer per month for 48 months.

If the Public Service Commission approves the proposed sewer rates, then the monthly sewer bill
for a customer using an average of 3,000 gallons per month will increase from $33.00 to $44.55.
This is an increase of $11.55 or 35.0%.



The rates contained in this notice are the rates proposed by Garrison-Quincy Water District.
However, the Public Service Commission may order rates to be charged that differ from these
proposed rates. Such action may result in rates for consumers other than the rates shown in this
notice.

Garrison-Quincy Water District has available for inspection at its office the application which it
submitted to the Public Service Commission. A person may examine this application at Garrison-
Quincy Water District’s office located at 284 Murphys Lane, Garrison, KY 41141. You may
contact the office at 606-757-4898.

A person may also examine the application at the Public Service Commission’s offices located at
211 Sower Boulevard, Frankfort, Kentucky, 40601, Monday through Friday, 8:00 a.m. to 4:30
p.m., or through the Public Service Commission’s website at http://psc.ky.gov. Comments
regarding the application may be submitted to the Public Service Commission through its website
or by mail to Public Service Commission, PO Box 615, Frankfort, Kentucky, 40602. You may
contact the Public Service Commission at 502-564-3940.

A person may submit a timely written request for intervention to the Public Service Commission,
PO Box 615, Frankfort, KY, 40602, establishing the grounds for the request including the status
and interest of the party. If the Public Service Commission does not receive a written request for
intervention within thirty (30) days of the initial publication of this notice, the Public Service
Commission may take final action on the application.
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Reasons for Application

Garrison-Quincy Water District (the “District”) is requesting an 18.5 percent rate
increase for its retail water customers. This water rate increase will generate an
approximate total of $91,200 in additional annual revenue. A Water Loss
Reduction Surcharge of $1.73 per customer per month is included in the application
to help lower system losses to more acceptable levels.

The District is also requesting a 35.0 percent rate increase for its sewer customers.
The sewer rate increase will generate an approximate total of $51,600 in additional
annual revenue.

The District needs these rate increases for the following reasons:

1. To enable the District to pay its annual principal payments on its existing
long term debt from water & sewer revenues rather than from depreciation
reserves;

2. To enable the District to meet the requirements set forth in its existing
debt instruments;

3. To restore the District to a sound financial condition by charging rates that
recover its cost of providing service; and

4. To enable the District to enhance its financial capacity so it can continue
to operate its system in compliance with the federal Safe Drinking Water
Act, as amended in 1996, and KRS Chapter 151.
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CURRENT AND PROPOSED MONTHLY RATES

Garrison-Quincy Water District

WATER DIVISION

CURRENT RATE SCHEDULE

5/8" x 3/4" Meters

PROPOSED RATE SCHEDULE

5/8" x 3/4" Meters

First 2,000 gallons S 20.50 Minimum Bill First 2,000 gallons S 24.29 Minimum Bill
Next 3,000 gallons 8.05 per 1,000 gallons Next 3,000 gallons 9.54 per 1,000 gallons
Next 5,000 gallons 6.73 per 1,000 gallons Next 5,000 gallons 7.98 per 1,000 gallons
Over 10,000 gallons 5.32 per 1,000 gallons Over 10,000 gallons 6.30 per 1,000 gallons
1" Meters 1" Meters
First 10,000 gallons S 78.30 Minimum Bill First 10,000 gallons S 92.81 Minimum Bill
Over 10,000 gallons 5.32 per 1,000 gallons Over 10,000 gallons 6.30 per 1,000 gallons
2" Meters 2" Meters
First 50,000 gallons $291.10 Minimum Bill First 50,000 gallons $344.81 Minimum Bill
Over 50,000 gallons 5.32 per 1,000 gallons Over 50,000 gallons 6.30 per 1,000 gallons
Bulk Water Bulk Water
All purchases S 8.68 per 1,000 gallons All purchases S 10.29 per 1,000 gallons
Wholesale Customers Wholesale Customers
First 1.0 mil gallons S 2,000 Minimum Bill First 1.0mil gallons S 2,000 Minimum Bill
Over 1.0 mil gallons 2.00 per 1,000 gallons Over 1.0 mil gallons 2.00 per 1,000 gallons
Water Loss Reduction Surcharge
S 1.73 per Customer
SEWER DIVISION
CURRENT RATE SCHEDULE PROPOSED RATE SCHEDULE

All Customers
First 2,000 gallons S 22.00 Minimum Bill
Over 2,000 gallons 11.00 per 1,000 gallons

All Customers
First 2,000 gallons S 29.70 Minimum Bill
Over 2,000 gallons 14.85 per 1,000 gallons
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SCHEDULE OF ADJUSTED OPERATIONS
Garrison-Quincy Water District
Water Division

Test Year  Adjustments Ref. Pro Forma

Operating Revenues

Metered Sales to Retail Customers S 543,541 (54,403) A
(11,000) B
12,807 C
(660) D S 490,285
Bulk Sales 2,999 2,999
Sales for Resale - 26,251 A 26,251
Other Water Revenues:
Forfeited Discounts - 14,707 A 14,707
Misc. Service Revenue - 5,242 A 5,242
Other Water Revenue - 8,203 A 8,203
Total Operating Revenues S 546,540 S 547,687
Operating Expenses
Operation and Maintenance
Salaries and Wages - Employees 191,934 (1,440) E
695 F 191,189
Salaries and Wages - Officers 8,100 8,100
Employee Pensions and Benefits 77,825 (16,763) G
3,174 H 64,236
Purchased Water 42,506 (10,111) | 32,395
Purchased Power 36,766 (8,745) | 28,021
Chemicals 13,705 (3,260) | 10,445
Materials and Supplies 23,603 (3,360) E 20,243
Contractual Services 27,845 27,845
Transportation Expenses 4,494 4,494
Insurance - General Liability & Other 10,216 10,216
Insurance - Workers Comp 4,028 4,028
Miscellaneous Expenses 129,858 (81,060) J
(2,491) K 46,307
Total Operation and Mnt. Expenses 570,880 447,518
Depreciation Expense 101,505 12,913 L 114,418
Taxes Other Than Income 20,083 (4,326)
- 53 F 15,810
Total Operating Expenses S 692,468 S 561,936
Net Utility Operating Income S (145,928) S (14,249)
REVENUE REQUIREMENTS
Pro Forma Operating Expenses S 561,936
Plus:  Avg. Annual Principal and Interest Payments M 91,852
Additional Working Capital N 18,370
Total Revenue Requirement S 672,158
Less:  Other Operating Revenue (28,152)
Other Income - Phase Il & Ill Surcharges 22,944 (22,944)
Interest Income 5,260 (5,260)
Revenue Required From Water Sales S 615,802
Less: Revenue from Sales at Present Rates (519,535)
Required Revenue Increase S 96,267

Percent Increase 18.5%



SCHEDULE OF ADJUSTED OPERATIONS
Garrison-Quincy Water District

Sewer Division

Test Year  Adjustments
Operating Revenues
Total Sewer Sales 141,531 7,715
Other Sewer Revenues - 660
Total Operating Revenues 141,531
Operating Expenses
Operation Expenses
Collection - Labor, Materials and Expenses 52,692 (1,860)
191
Pumping - Labor, Materials and Expenses -
Power for Pumping and Treatment 21,892
Chemicals -
Miscellaneous Supplies and Expenses - (4,340)
Treatment & Disposal 32,376
Maintenance Expenses
Maintenance of Collection Sewer System -
Maintenance of Pumping System -
Maintenance of Treatment and Disposal Plant 2,022
Administrative and General Expenses
Office Supplies and Other Expenses 2,432 2,491
Outside Services Employed -
Employee Pensions and Benefits - 16,763
871
Regulatory Commission Expense -
Transportation Expense -
Miscellaneous General Expenses -
Rents -
Maintenance of General Plant -
Total Sewer Operation and Mnt. Expenses 111,414
Depreciation Expense 77,202 38,885
Taxes Other Than Income - 4,326
- 15

Total Operating Expenses 188,616
Net Utility Operating Income (47,085)

REVENUE REQUIREMENTS
Pro Forma Operating Expenses
Plus:  Avg. Annual Principal and Interest Pmts.
Additional Working Capital
Total Revenue Requirement
Less: Other Operating Revenue
Interest & Investment Income
Revenue Required From Retail Rates
Less: Revenue from Sales at Present Rates
Required Revenue Increase
Percent Increase

Ref.

m m

E

mo

Pro Forma

149,246
660

149,906

51,023

21,892

(4,340)
32,376

125,530

116,087

4,340

245,957
(96,052)

245,957
30,849

6,170

282,976
(660)

282,316
(149,906)

132,410
88.3%



REFERENCES

. The amount reported for Metered Sales includes several categories of sales and other
revenue items. The total of these items is deducted from Metered Sales and each item is
reclassified to its respective category.

The amount reported for Metered Sales also includes water and sewer tap fees. Tap fees
are considered capital contributions and are deducted from operating revenue.

The Current Billing Analysis for the Water Division results in pro forma sales revenue
from residential and commercial customers of $490,285. This indicates an addition to
retail sales of $12,807 is required. The Water Division Billing Analysis also shows that
total Sales for Resale for usage in the test year amounts to $26,251.

The Current Billing Analysis for the Sewer Division results in pro forma sales revenue of
$149,246. This indicates an addition to sewer sales of $7,715 is required.

. The amount reported for Metered Sales includes $660 for sewer connect fees. This
amount is reclassified from the Water Division to the Sewer Division.

During the test year labor and materials for new meter installations and a sewer tap
were charged to operating expenses. Expenses for these capital improvements should
be removed from operations. The amount of tap fees collected for these installations
($4,800 water & $6,200 sewer) can be substituted for the actual expenses. Thirty
percent of total tap fees is deducted from Salaries and Wages and 70 percent is deducted
from Materials and Supplies expense in each respective division.

During and after the test year, there have been changes in employee wages and the
roster. Based on employee hours worked in the test year and current wage rates, it is
estimated that total Salaries and Wages expense will increase by $885. This increase in
wages results in a total payroll tax increase of $68. These two amounts are allocated to
the water and sewer divisions in proportion to the actual labor expenses reported in
each division for the test year.

. All of the District’s expenses for Employee Pensions & Benefits and Taxes Other Than
Income were included in the Water Division report. Therefore, portions of the totals are
deducted from the Water Division and added to the Sewer Division expenses. This
allocation is based on the actual labor expenses reported in each division for the test
year.

. With the increase in wages and an increase in the contribution rate charged by CERS,
total payments for the CERS retirement program are estimated to increase by $4,045.
This amount is allocated to the water and sewer divisions as described in Items F and G.
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The District's test year water loss was 38.8 percent. The PSC's maximum allowable loss
for rate-making purposes is 15.0 percent. Therefore, the expenses for Purchased Water,
Purchased Power and Chemicals related to water purchased, treated and pumped above
the 15 percent limit are not allowed in the rate base and must be deducted.

Due to GASB reporting requirements for retirement liabilities, the expense reported for
the District's pension plan is $81,060 more than the actual contribution paid to CERS.
This amount was reported with Miscellaneous Expenses and is deducted.

. The total amounts for certain office expenses were reported in the Water Division only.
These expenses should be allocated between water and sewer divisions in proportion to
the number of customers served by each division. This allocation results in a deduction
from the Water Division and an addition to the Sewer Division of $2,491.

The PSC requires adjustments to a water utility's depreciation expense when asset lives
fall outside the ranges recommended by NARUC in its publication titled "Depreciation
Practices for Small Utilities". Therefore, adjustments are included to bring asset lives to
the midpoint of those recommended ranges. The required source for a sewer system'’s
asset lives is the “O&M Guide for the Support of Rural Water-Wastewater Systems” by
the Commission for Rural Water. Adjustments to the sewer depreciation schedule are
based on this publication. See Table A.

. The annual debt service payments for the District's long-term debt are shown in Table
B. The five-year average of these payments is added in the revenue requirement
calculation.

. The amount shown in Table B for coverage on long term debt is required by the District's
bond documents. This is included in the revenue requirement as Additional Working
Capital.
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Table A

DEPRECIATION EXPENSE ADJUSTMENTS

Garrison-Quincy Water District

Depreciation

Date in Original Reported Proforma Expense
Asset Service Cost * Life Depr.Exp. Life Depr.Exp. Adjustment
WATER SYSTEM

Buildings - Water

Entire Group various $ 380,866 varies S 8,310 375 S 10,156 S 1,846
Vehicles & Heavy Equipment

Dump Truck & Loader 2007 55,450 15.0 3,697 12.5 4,436 739

Xmark Lazor Z 07/04/05 8,585 15.0 572 12.5 687 115
Equipment/Tools/Office

Telemetry Equipment 2008 17,845 20.0 892 10.0 1,785 893
Wells & Springs and Collecting Reservoirs

Collecting Reservoirs 1990 42,579 45.0 946 45.0 946 -

Wells & Springs various 136,851 45.0 3,041 30.0 4,562 1,521

Well & Plant Upgrades 2016 821,721 45.0 18,260 35.0 23,478 5,218
Pumping Equipment

CR15-5 10HP 2017 2,787 10.0 278 20.0 139 (139)
Transmission & Distribution

Entire Group various 4,225,540 65.0 65,008 62.5 67,609 2,601

New Water Meters 2019 4,800 - - 40.0 120 120

TOTALS - WATER SYSTEM $ 101,004 $ 113,917 $ 12,913

SEWER SYSTEM

Buildings - Sewer

Entire Group - Package WWTP various 1,151,175 varies 23,034 30.0 38,373 15,339
Sewer Lines

Sewer Lines 2011 4,100,000 75.0 54,667 52.5 78,095 23,428

New Sewer Service 2019 6,200 - - 52.5 118 118

TOTALS - SEWER SYSTEM $ 77,701 $ 116,586 $ 38,885

* Includes only costs associated with assets that contributed to depreciation expense in the test year.




Table B

DEBT SERVICE SCHEDULE

Garrison-Quincy County Water District

CY 2022 - 2026

CY 2022 CY 2023 CY 2024 CY 2025 CY 2026
Principal Interest | Principal Interest | Principal Interest | Principal Interest | Principal Interest TOTALS

Water Division
RD Series 1987A | $13,000 $ 5,578 | $14,000 $ 4,718 | $15,000 $ 3,793 [ $16,000 $ 2,805 | $ 17,000 S 1,753 | $ 93,647
RD Series 1987B 2,300 896 2,500 755 2,600 605 2,800 447 3,000 276 16,179
RD Series 1996 8,500 7,751 8,500 7,369 9,500 6,964 9,500 6,536 10,000 6,098 80,718
RD Series 2002 8,000 11,655 8,000 11,293 9,000 10,913 9,000 10,508 9,000 10,102 97,470
KIA Loan 2015 29,766 4,633 29,990 4,335 30,215 4,035 30,442 3,732 30,671 3,427 171,246
Totals 61,566 30,514 62,990 28,469 66,315 26,309 67,742 24,027 69,671 21,656 | S 459,259
Average Annual Principal & Interest - Water S 91,852
Average Annual Debt Service Coverage S 18,370

Sewer Division
RD Series 2010 16,000 14,603 16,500 14,237 17,000 13,860 17,500 13,472 18,000 13,073 154,244
Average Annual Principal & Interest - Sewer S 30,849
Average Annual Debt Service Coverage S 6,170
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CURRENT BILLING ANALYSIS - 2019 USAGE & EXISTING RATES
Garrison-Quincy Water District - Water Division

_SUMMARY
No. of Bills  Gallons Sold Revenue

5/8" X 3/4" Meters 12,584 42,103,795 $ 418,999

1" Meters 60 815,910 7,007

2" Meters 24 11,866,400 64,279

Totals 12,668 54,786,105 $ 490,285

Pro Forma Retail Sales Revenue $ 490,285

Reported Bulk Sales 2,999

Pro Forma Sales for Resale 26,251

Total Water Sales Revenue $ 519,535

5/8" x 3/4" METERS
FIRST NEXT NEXT ALL OVER
USAGE BILLS GALLONS 2,000 3,000 5,000 10,000 TOTAL

FIRST 2,000 5,068 4,913,744 4,913,744 - - - 4,913,744
NEXT 3,000 5,312 17,040,003 10,624,000 6,416,003 - - 17,040,003
NEXT 5,000 1,721 11,565,611 3,442,000 5,163,000 2,960,611 - 11,565,611
ALL OVER 10,000 483 8,584,437 966,000 1,449,000 2,415,000 3,754,437 8,584,437
12,584 42,103,795 19,945,744 13,028,003 5,375,611 3,754,437 42,103,795

REVENUE BY RATE INCREMENT

BILLS GALLONS RATE REVENUE
FIRST 2,000 12,584 19,945,744 S 2050 $ 257,972
NEXT 3,000 13,028,003 8.05 104,875
NEXT 5,000 5,375,611 6.73 36,178
ALL OVER 10,000 3,754,437 5.32 19,974
TOTAL 12,584 42,103,795 S 418,999
1" METERS
FIRST ALL OVER
USAGE BILLS GALLONS 10,000 10,000 TOTAL
FIRST 10,000 35 131,900 131,900 - 131,900
ALL OVER 10,000 25 684,010 250,000 434,010 684,010
60 815,910 381,900 434,010 815,910
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 10,000 60 381,900 $ 7830 S 4,698
ALL OVER 10,000 434,010 5.32 2,309
TOTAL 60 815,910 S 7,007
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2" METERS

FIRST ALL OVER
USAGE BILLS GALLONS 50,000 50,000 TOTAL
FIRST 50,000 3 47,100 47,100 - 47,100
ALL OVER 50,000 21 11,819,300 1,050,000 10,769,300 11,819,300
24 11,866,400 1,097,100 10,769,300 11,866,400
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 50,000 24 1,097,100 $ 291.10 S 6,986
ALL OVER 50,000 10,769,300 5.32 57,293
TOTAL 24 11,866,400 S 64,279
WHOLESALE SALES - City of South Shore
FIRST ALL OVER
USAGE BILLS GALLONS 1,000,000 1,000,000 TOTAL
FIRST 1,000,000 5 4,596,300 4,596,300 - 4,596,300
ALLOVER 1,000,000 7 8,125,600 7,000,000 1,125,600 8,125,600
12 12,721,900 11,596,300 1,125,600 12,721,900
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 1,000,000 12 11,596,300 $ 2,000.00 $ 24,000
ALLOVER 1,000,000 1,125,600 2.00 2,251
TOTAL 12 12,721,900 S 26,251
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CURRENT BILLING ANALYSIS - 2019 USAGE & EXISTING RATES
Garrison-Quincy Water District - Sewer Division

_SUMMARY

No. of Bills

Gallons Sold

Revenue

All Sewer Customers

All Sewer Customers

3,695

11,936,710 $ 149,246

Pro Forma Sewer Sales Revenue $ 149,246

FIRST ALL OVER
USAGE BILLS GALLONS 2,000 2,000 TOTAL
FIRST 2,000 1,643 1,654,910 1,654,910 - 1,654,910
ALL OVER 2,000 2,052 10,281,800 4,104,000 6,177,800 10,281,800
3,695 11,936,710 5,758,910 6,177,800 11,936,710
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 2,000 3,695 5,758,910 $ 2200 $ 81,290
ALL OVER 2,000 6,177,800 11.00 67,956
TOTAL 3,695 11,936,710 $ 149,246
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PROPOSED BILLING ANALYSIS - 2019 USAGE & PROPOSED RATES
Garrison-Quincy Water District - Water Division

Page 1 of 2

SUMMARY
No. of Bills  Gallons Sold Revenue
5/8" X 3/4" Meters 12,584 42,103,795 $ 496,503
1" Meters 60 815,910 8,303
2" Meters 24 11,866,400 76,122
Totals 12,668 54,786,105 $ 580,928
Projected Retail Sales Revenue $ 580,928
Projected Bulk Sales 3,554
Pro Forma Sales for Resale 26,251
Total Water Sales Revenue $ 610,733
5/8" x 3/4" METERS
FIRST NEXT NEXT ALL OVER
USAGE BILLS GALLONS 2,000 3,000 5,000 10,000 TOTAL
FIRST 2,000 5,068 4,913,744 4,913,744 - - - 4,913,744
NEXT 3,000 5,312 17,040,003 10,624,000 6,416,003 - - 17,040,003
NEXT 5,000 1,721 11,565,611 3,442,000 5,163,000 2,960,611 - 11,565,611
ALL OVER 10,000 483 8,584,437 966,000 1,449,000 2,415,000 3,754,437 8,584,437
12,584 42,103,795 19,945,744 13,028,003 5,375,611 3,754,437 42,103,795
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 2,000 12,584 19,945,744 § 2429 S 305,665
NEXT 3,000 13,028,003 9.54 124,287
NEXT 5,000 5,375,611 7.98 42,897
ALL OVER 10,000 3,754,437 6.30 23,653
TOTAL 12,584 42,103,795 $ 496,503
1" METERS
FIRST ALL OVER
USAGE BILLS GALLONS 10,000 10,000 TOTAL
FIRST 10,000 35 131,900 131,900 - 131,900
ALL OVER 10,000 25 684,010 250,000 434,010 684,010
60 815,910 381,900 434,010 815,910
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 10,000 60 381,900 S 92.81 § 5,569
ALL OVER 10,000 434,010 6.30 2,734
TOTAL 60 815,910 S 8,303



2" METERS

FIRST ALL OVER
USAGE BILLS GALLONS 50,000 50,000 TOTAL
FIRST 50,000 3 47,100 47,100 - 47,100
ALL OVER 50,000 21 11,819,300 1,050,000 10,769,300 11,819,300
24 11,866,400 1,097,100 10,769,300 11,866,400
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 50,000 24 1,097,100 $ 34481 S 8,275
ALL OVER 50,000 10,769,300 6.30 67,847
TOTAL 24 11,866,400 S 76,122
WHOLESALE SALES - City of South Shore
FIRST ALL OVER
USAGE BILLS GALLONS 1,000,000 1,000,000 TOTAL
FIRST 1,000,000 5 4,596,300 4,596,300 - 4,596,300
ALL OVER 1,000,000 7 8,125,600 7,000,000 1,125,600 8,125,600
12 12,721,900 11,596,300 1,125,600 12,721,900
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 1,000,000 12 11,596,300 $ 2,000.00 $ 24,000
ALL OVER 1,000,000 1,125,600 2.00 2,251
TOTAL 12 12,721,900 S 26,251
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PROPOSED BILLING ANALYSIS - 2019 USAGE & PROPOSED RATES
Garrison-Quincy Water District - Sewer Division

_SUMMARY

No. of Bills

Gallons Sold

Revenue

All Sewer Customers

All Sewer Customers

3,695

11,936,710 $ 201,482

Projected Sewer Sales Revenue S 201,482

FIRST ALL OVER
USAGE BILLS GALLONS 2,000 2,000 TOTAL
FIRST 2,000 1,643 1,654,910 1,654,910 - 1,654,910
ALL OVER 2,000 2,052 10,281,800 4,104,000 6,177,800 10,281,800
3,695 11,936,710 5,758,910 6,177,800 11,936,710
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 2,000 3,695 5,758,910 $ 29.70 $ 109,742
ALL OVER 2,000 6,177,800 14.85 91,740
TOTAL 3,695 11,936,710 $ 201,482
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Garrison Water District

Fixed Assets
12/31/2019
Accum Deprec @ Accum Deprec Accum Deprec
Number Property Description Acquired Method Life Cost/Basis 1213117 2018 Deprec @ 12/31/18 2019 Deprec @ 12/31/19 Book Value
LAND & EASEMENTS
Water
Land & Land Rights 1990 3,576.00 3,576.00
Land & Land Rights 1966 240,000.00 240,000.00
Thayer Easement 2002 12.00 12.00
Skidmore Easement 2010 4,500.00 4,500.00
Lemaster Easement 2010 500.00 500.00
Bivens Easement 2002 1,200.00 1,200.00
Adams Easement 1987 3,500.00 3,500.00
Chapman Easement 2007 7,500.00 7,500.00
Mefford Easement 2002 1,000.00 1,000.00
Total Water 261,788.00 - - - - - 261,788.00
Sewer
Plant Easement 2011 15,000.00 15,000.00
Sewer Plant Land 2011 35,000.00 35,000.00
Total Sewer 50,000.00 - - - - - 50,000.00
Total Land & 311,788.00 - - - - - 311,788.00
Buildings
Water
Structures & Improvements 1991 sL 35 48,666.00 37,542.34 1,390.46 38,932.80 1,390.46 40,323.26 834274
2002 Gile Double Wide Vin#GM203A 2010 sL 35 32,200.00 7,360.00 920.00 8,280.00 920.00 9,200.00 23,000.00
Pump House 1987 sL 50 300,000.00 186,000.00 6,000.00 192,000.00 6,000.00 198,000.00 102,000.00
Total Water 380,866.00 230,902.34 8,310.46 239,212.80 8,310.46 247,523.26 133,342.74
Sewer
Sewer Plant 2011 sL 50 1,150,000.00 161,000.00 23,000.00 184,000.00 23,000.00 207,000.00 966,000.00
Shed on Sewer Building 2019 SsL 35 1,175.23 33.58 33.58 1,141.65
Total Sewer 1,151,175.23 161,000.00 23,000.00 184,000.00 23,033.58 207,033.58 967,141.65
Total Buildings 1,532,041.23 391,902.34 31,310.46 423,212.80 31,344.04 454,556.84 1,100,484.39
Vehicles & Heavy Equipment
07 Ford F-150 2006 sL 10 15,938.00 15,938.00 - 15,938.00 - 15,938.00 -
Chevy F-150 2003 sL 10 17,756.00 17,756.00 - 17,756.00 - 17,756.00 -
1D 850 Tractor 1996 sL 10 3,500.00 3,500.00 - 3,500.00 - 3,500.00 -
Ingersoll Rand 185 Air Comp. 2003 sL 10 12,000.00 12,000.00 - 12,000.00 - 12,000.00 -
07 Chevy Dumptruck 2007 sL 15 22,000.00 16,133.33 1,466.67 17,600.00 1,466.67 19,066.67 2,933.33
07 Yanmar Loader CBL40 2007 sL 15 33,450.00 24,530.00 2,230.00 26,760.00 2,230.00 28,990.00 4,460.00
Exmark Lazor Z 60" Deck 27hp 2012 sL 15 8,585.00 3,434.00 572.33 4,006.33 572.33 4,578.67 4,006.33
Total Vehicles 113,229.00 93,291.33 4,269.00 97,560.33 4,269.00 101,829.33 11,399.67
Equipment/Tools/Office
Telemtry Equipment 2008 sL 20 17.845 8,922.50 892.25 9.814.75 892.25 10,707.00 § 7.138.00
Computer System - Other Office Equip 2013 sL 5 8250 8,250.00 - 8,250.00 - 8250.00 $ -
DLXT Locator 2008 sL 10 4,060 4,060.00 - 4,060.00 - 4,060.00 $ -
Total Equipment 30,155.00 21,232.50 892.25 22,124.75 892.25 23,017.00 7,138.00
Wells & Springs and Collecting Reservoirs
Collecting Reserviors 1990 sL 45 42,579.00 26,493.60 946.20 27.439.80 946.20 28,386.00 14,193.00
Well & Plant Upgrades 2016 sL 45 821,721.47 36,520.95 18,260.48 54,781.43 18,260.48 73,041.91 748,679.56
Wells & Springs 1994 sL 45 42,622.00 22,731.73 947.16 23,678.89 947.16 24,626.04 17,995.96
Wells & Springs 2006 sL 45 94,229.00 25,127.73 2,093.98 27.221.71 2,093.98 29,315.69 64,913.31
Total Wells & Springs 1,001,151.47 110,874.02 22,247.81 133,121.83 22,247.81 155,369.64 845,781.83
Pumping Equipment
Pumping Equipment 1997 sL 20 167,282.00 167,282.00 - 167,282.00 - 167,282.00 -
CRI15-5 10HP 2017 sL 10 2,787.00 274.72 278.70 553.42 278.70 832.12 1,954.88
Total Pumping Equipment 170,069.00 167,556.72 278.70 167,835.42 278.70 168,114.12 1,954.88
Transmission & Distribution
Transmission & Mains 1998 sL 65 2,161,819.00 665,175.08 33,258.75 698,433.83 33,258.75 731,692.58 1,430,126.42
2 2006 sL 65 171,030.00 31,574.77 2,631.23 34,206.00 2,631.23 36,837.23 134,192.77
2008 sL 65 892,912.00 137,371.08 13,737.11 151,108.18 13,737.11 164,845.29 728,066.71
2008 sL 65 180,352.00 27,746.46 2,774.65 30,521.11 2,774.65 33,295.75 147,056.25
2008 sL 65 23,307.00 3,585.69 358.57 3,944.26 358.57 4,302.83 19,004.17
2008 sL 65 13,339.00 2,052.15 205.22 2,257.37 205.22 246258 10,876.42
2009 sL 65 33,897.00 4,693.43 521.49 5214.92 521.49 5,736.42 28,160.58
2010 sL 65 39,828.00 4,901.91 612.74 5514.65 612.74 6,127.38 33,700.62
Kinney Rd. Project 1996 sL 65 295,000.00 99,846.15 4,538.46 104,384.62 4,538.46 108,923.08 186,076.92
MecDowell Project 2002 sL 65 356,000.00 87,630.77 5476.92 93,107.69 5476.92 98,584.62 257,415.38
Transmission & Mains 2017 sL 65 11,000.00 169.23 169.23 338.46 169.23 507.69 10,492.31
2018 sL 65 30,000.00 461.54 461.54 461.54 923.08 29,076.92
ans 2018 sL 65 11,000.00 169.23 169.23 169.23 338.46 10,661.54
Transmission & Mains 2019 sL 65 6,056.00 - - - 93.17 93.17 5.962.83
Total Transmission & Distribution 4,225,540.00 1,064,746.72 64,915.14 1,129,661.86 65,008.31 1,194,670.17 3,030,869.83
Water Treatment
Water Treatment 1992 sL 20 542810 § 542810 - 542,810.00 - 542,810.00 _$ -
Total Water Treatment 542,810.00 542,810.00 - 542,810.00 - 542,810.00 -
Sewer Lines
Sewer Lines 2011 sL 75 4,100,000.00 382,666.67 54,666.67 437,333.33 54,666.67 492,000.00 3,608,000.00
Total Sewer Lines 4,100,000.00 382,666.67 54,666.67 437,333.33 54,666.67 492,000.00 3,608,000.00
Grand Totals 12,026,783.70 2,775,080.31 178,580.02 2,953,660.33 178,706.77 3,132,367.10 8,917,416.60
*2019 New Assets 7,231.23
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BOND RESOLUTION

GARRISON—QUINCY-KY-O-HEIGHTS WATER DISTRICT

WATERWORKS REVENUE BONDS OF 1987

IN THE AMOUNT OF

$300,000

CONSISTING OF

$250,000 OF SERIES A BONDS

$50,000 OF SERIES B BONDS



SECTION

101
102

103
104
105
106

107

201
202
203
204
205

301

INDEX

TITLE

ARTICLE 1. DEFINITIONS; PURPOSE; AUTHORITY; CONSTRUCTION
PROJECT; AUTHORIZATION OF BONDS; PARITY LIEN.

Definitions

Purpose; Construction of Construction Project;
Waterworks System to Continue to be Operated as
a Revenue~Producing Public Project; Authority

Construction Award Approved; Work Authorized

Declaration of Period of Usefulness

Authorization of Bonds

Current Bonds Shall be Payable Out of Gross Revenues,
and Secured by Statutory Mortgage Lien; on a Parity
with the Prior Bonds

Lien on Contracts

ARTICLE 2. THE BONDS; REGISTERED BONDS; PRINCIPAL
INSTALLMENTS; EXECUTION; PREPAYMENT; AND
BOND FORM.

Principal Installments

Issuance of Bond(s)

Place of Payment and Manner of Execution
Provisions as to Prepayment

Bond Form

ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING;
APPLICATION OF PROCEEDS; AND FEDERAL
ARBITRAGE LIMITATIONS.

The Construction Account; Fidelity Bond of Treasurer;
Covenants Applicable if FmHA Purchases the Bonds;
Application of Proceeds of Bonds; Other Transfers
and Deposits

A. Covenants Applicable if FmHA Purchases Bonds
B. Application of Proceeds of Bonds

(1) Immediate Repayment of Interim Financing
(2) Balance to be Deposited in Construction
Account; Proceeds of Grants to be Deposited
in Construction Account
(3) Procedure for Withdrawal of Funds From
Construction Account
(4) Transfer of Capitalized Interest to Sinking Fund
(5) Investment of Funds in Construction Account
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14
14
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SECTION

302

303

401
402

501
502
503
504
505

506

TITLE

(6) Statement of Contractors, Engineers, and
Attorneys as to Payment Required Prior to.
Delivery of Current Bonds, 1f Current Bonds
Purchased by FmHA

(7) Disposition of Balance in Construction Account
After Completion of Pro ject

Interim Financing Authorization

(a) Commercial Interim Financing
(b) Interim Financing from Source Other than a
Financial Institution or FmHA
(c) Possible Multiple Advances by FmHA if Bonds Shall
be Purchased by FmHA

Arbitrage Limitations on Investment of Proceeds

ARTICLE 4. OPERATION OF SYSTEM; FLOW OF FUNDS; CURRENT
BONDS ON A PARITY WITH PRIOR BONDS; MONTHLY
PAYMENTS OF PRINCIPAL AND INTEREST, IF
REQUESTED BY FmHA, SO LONG AS FmHA OWNS OR
INSURES ANY OF THE BONDS.

Current Bonds on a Parity with Prior Bonds by Consent

Provisions of Prior Bond Resolution Incorporated Herein;

Ad justments 1in Required Deposits

A. Adjustments in Required Sinking Fund Deposits

B. District to Make Principal and Interest Payments on
Prior Bonds and Current Bonds on a Monthly Basis,
if Requested by the FmHA, so Long as FmHA Owus

or Insures all of the Prior Bonds and Current Bonds,

or any Bonds of Either Issue
C. Adjustment in Depreciation Fund Deposits
D. Operation and Maintenance Fund
E. Excess Funds

ARTICLE 5. COVENANTS OF DISTRICT TO BONDOWNERS.

Rates and Charges

Books and Accounts

System to Continue to be Operated on Fiscal Year Basis

General Covenants

Other Covenants Applicable So Long as FmHA Holds Any
Bonds; Loan Resolution

Insurance on Motors, Tanks, and Structures
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17
17
20
20

21

24
24

25

26
26
28
28

28
29
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31
31



SECTION

601
602
603
604
605

606

607

701
702

801
802
803

804
805
806

807

901
902

TITLE

ARTICLE 6. INFERIOR BONDS AND PARITY BONDS; CONSENT OF
FmHA REQUIRED IF FmHA PURCHASES CURRENT BONDS.

Inferior Bonds

Parity Bonds to Complete the Construction Project

Parity Bonds to Finance Future Extensions, Additioms,
and/or Improvements; Conditions or Showings Required

Covenants to be Complied with at Time of Issuance of
Parity Bonds

Prepayment Provisions (Conditions) Applicable to
Parity Bonds

District Shall Not Issue Any Future Bonds or Obligations
Against the System Without the Written Consent of the
FmHA, So Long as FmHA Holds Any Bonds Against the System

Priority of Lien; Permissible Disposition of Surplus
or Obsolete Facilities; Conditions

ARTICLE 7. DEFAULT; CONSEQUENCES.

Events of Default
Consequences of Act of Default

ARTICLE 8. CONTRACTUAL PROVISIONS; GRANT APPROVAL;
AND MISCELLANEOUS PROVISIONS.

This Resolution Contractual with Bondowners

All Current Bonds are Equal

District Obligated to Refund Current Bonds Held by
Government Whenever Same 1s Feasible; Defeasement
Prohibited

Approval and Acceptance of FmHA Grant Agreement

Alternate Statutory Authority

Authorization, Ratification, and Confirmation of
Approval and Execution of Various Documents,
including Legal Services Agreements of Bond
Counsel and Local Counsel; Agreement for
Engineering Services; Letter of Intent to Meet
Conditions of Letter of Conditions of FmHA;
and Loan Resolution

Authorization of Condemmation to Acquire Easements
and/or Sites

ARTICLE 9. SALE OF BONDS.
Sale of Bonds
Possible Ad justment in Date of Current Bonds, Maturities,

Prepayment Provisions, and Other Dates, with Consent
of Purchaser 1f Delivery 1is Delayed
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34
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35
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36

37
37

37
38
38

38
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SECTION

1001

1002
1003
1004

TITLE

ARTICLE 10. CONCLUDING PROVISIONS.

Covenant of District to Take All Action Necessary
To Assure Compliance with the Internal Revenue Code
Severability Clause
All Provisions in Conflict Repealed
Effective Ten Days From Adoption

CERTIFICATION

iv
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41
41
41
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42



BOND RESOLUTION

RESOLUTION OF THE GARRISON~QUINCY-KY-O-HEIGHTS WATER
DISTRICT OF LEWIS COUNTY, KENTUCKY, AUTHORIZING AND
PROVIDING FOR THE ISSUANCE AND SALE OF THREE HUNDRED
THOUSAND DOLLARS ($300,000) PRINCIPAL AMOUNT OF
GARRISON-QUINCY-KY-0-HEIGHTS WATER DISTRICT WATERWORKS
REVENUE BONDS OF 1987, CONSISTING OF $250,000 OF SERIES A
BONDS AND $50,000 OF SERIES B BONDS, FOR THE PURPOSE OF
FINANCING THE COST (NOT OTHERWISE PROVIDED) OF THE
CONSTRUCTION OF EXTENSIONS, ADDITIONS, AND IMPROVEMENTS TO
THE EXISTING WATERWORKS SYSTEM OF THE DISTRICT; PROVIDING
FOR SAID BONDS OF 1987 TO RANK ON A PARITY WITH CERTAIN
OUTSTANDING WATERWORKS SYSTEM REVENUE BONDS OF 1966,
PREVIOUSLY ISSUED BY THE DISTRICT; SETTING FORTH TERMS AND
CONDITIONS UPON WHICH SAID PROPOSED BONDS OF 1987 MAY BE
ISSUED AND OUTSTANDING; PROVIDING FOR THE COLLECTION,
SEGREGATION, AND DISTRIBUTION OF THE REVENUES OF SAID
WATERWORKS SYSTEM; AND PROVIDING FOR AN ADVERTISED, COM-
PETITIVE SALE OF SAID BONDS OF 1987.

WHEREAS, the waterworks system (the "System") of the
Garrison-Quincy-KY-O-Heights Water District 1s owned and operated by said
District under Chapters 74 and 106 of the Kentucky Revised Statutes, and in
that connection the District presently has outstanding $166,000 of Bonds
designated as Garrison—Quincy-Ky-O-Heights Water District Water Works System
Revenue Bonds, dated February 8, 1966 (the "“Prior Bonds"), scheduled to mature
serially on January 1 in each of the respective years, 1988 through 2006,
inclusive, which Prior Bonds, by their terms, are payable from and secured by a
first pledge of the gross revenues derived from the operation of (and by a
first statutory mortgage lien against) the System, and )

WHEREAS, all of the Prior Bonds presently outstanding are current as
to payment of both principal and interest, and for the security of which a
certain Sinking Fund and certain reserves are being maintained in the manner
and by the means prescribed in the Resolution of the District adopted on
February 8, 1966 (the "Prior Bond Resolution”), authorizing the Prior Bonds,
and

WHEREAS, the Prior Bonds were issued to and are now held by the
Farmers Home Administration of the Department of Agriculture of the United
States Government (the "FmHA"), and

WHEREAS, the FmHA, as the holder of the Prior Bonds, has consented
to the issuance by the District of $300,000 of bonds (the "Current Bonds"),
ranking on a parity with the Prior Bonds, and

WHEREAS, it is the desire and intent of the District at this time to
adopt this Resolution pursuant to said Statutes, to authorize and provide for
the issuance of revenue bonds in the principal amount of $300,000, consisting

I
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of $250,000 of Series A Bonds and $50,000 of Series B Bonds, for the purpose of
financing the cost (not otherwise provided) of the construction of extensions,
additions, and improvements to the existing waterworks System of the District,
in accordance with plans and specifications prepared by Kenco Associates, Inc.,
9714 U.S. Rt. 60, Ashland, Kentucky 41101, now on file in the office of the
Secretary of the District, and to prescribe the covenants of the District, the
rights of bondowners, and the details of the issuance and sale of the proposed
Current Bonds, and that such proposed Current Bonds be issued so as to rank on
a parity basis with the Prior Bonds, and

WHEREAS, the Public Service Commission of Kentucky has issued an
Order on April 2, 1987, granting to the District a Certificate of Public
Convenience and Necessity, authorizing the construction of said extensions,
additions, and improvements, and

WHEREAS, the proceeds of the Current Bonds will be supplemented by a
Federal (FmHA) grant in the amount of approximately $250,000, to provide the
total cost of such construction, and

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF COMMISSIONERS

OF THE GARRISON—QUINCY-KY-O-HEIGHTS WATER DISTRICT OF LEWIS COUNTY, KENTUCKY,
AS FOLLOWS:

ARTICLE 1.

DEFINITIONS; PURPOSE; AUTHORITY; CONSTRUCTION
PROJECT; AUTHORIZATION OF BONDS; PARITY LIEN.

Section 101. Definitions.

As used in this Resolution, unless the context requires otherwise:

"ACT" refers to Chapters 74 and 106 of the Kentucky Revised
Statutes.

"ALL BONDS" refers to the outstanding Bonds of 1966 and the Current
Bonds. :

* "BEGINNING MONTH" means the month following the month in which the
Current Bonds are issued, sold, and delivered to the purchaser thereof.

“BOND, " "OWNER," "HOLDER," and "PERSON" shall include the plural as
well as the singular number unless the context shall otherwise indicate. The



term "bondholder” or "bondowner"” means and contemplates, unless the context
otherwise indicates, the registered owner(s) of the Current Bonds at the time
issued and outstanding hereunder, or any of them.

"BONDS OF 1966" or "PRIOR BONDS" refers to the outstanding Bonds of
the original authorized issue of $240,000 of bonds designated as "Garrison-
Quincy-KY-O-Heights Water District Water Works System Revenue Bonds," dated
November 15, 1966.

"BOND RESOLUTION OF 1966" or "1966 BOND RESOLUTION" or "PRIOR BOND
RESOLUTION" refers to the Resolution authorizing the Bonds of 1966, duly
adopted by the Board of Commissioners of the District on February 8, 1966.

"COMMISSION" means the Board of Commissioners of the Garrison-Quincy-
KY-0-Heights Water District of Lewis County, Kentucky, or such other body as
shall be the governing body of said District under the laws of Kentucky at any
given time.

"CONSTRUCTION PROJECT" or “WATERWORKS CONSTRUCTION PROJECT" refers
specifically to the construction of the currently proposed extensions, addi-
tions, and improvements to the existing waterworks System of the District,
which Construction Project is being financed by the Current Bonds herein
authorized (supplemented by other funds).

"CURRENT BONDS" or "BONDS OF 1987" or "BONDS" refers to the $300,000
of bonds authorized herein, bearing the designation "Garrison-Quincy-KY-O0-
Heights Water District Waterworks Revenue Bonds of 1987," to be dated as of the
date of issuance thereof.

"CURRENT BOND RESOLUTION" refers to this Resolution authorizing the
Current Bonds.

"DEPOSITORY BANK" means the bank at which the principal of and
interest on the Prior Bonds have been and will continue to be payable and which
has served and shall continue to serve as the depository of all of the various
funds created in the Prior Bond Resolution, and which funds will be continued
pursuant to this Resolution, and of the Construction Account created in this
Current Bond Resolution, which bank is the Citizens Deposit Bank & Trust,
Garrison Branch, Garrison, Kentucky, or its successor.

"DEPRECIATION FUND" refers to the Garrison—-Quincy-KY-O-Heights Water
District "Depreciation Fund,"” created in Section 6B of the Prior Bond Resolu-

tion.



"DISTRICT" refers to the Garrison-Quincy-KY-O-Heights Water
District, of Lewis County, Kentucky.

"ENGINEER"” or "ENGINEERS" or "CONSULTING ENGINEERS" refers to the
Engineers or any one of them, who prepared the plans and specifications for the
construction of the Construction Project and who will supervise the construc-
tion thereof and/or will furnish full time resident inspection of the construc-—
tion of the Construction Project, and shall be deemed to refer to Kenco
Associlates, Inc., 9714 U.S. Rt. 60, Ashland, Kentucky 41101, or a member of
sald firm, or thelr successors or successor.

“FmHA" means the Farmers Home Administration of the Department of
Agriculture of the United States Government. '

"FULLY REGISTERED BOND" refers to a single or series of negotiable
(subject to registration requirements as to transferability, as herein pre-
scribed) Bond(s) payable to the registered owner, of the form set out in this
Resolution under the title "(FORM OF FULLY REGISTERED BOND)."

"GOVERNMENT" means the United States Government, or any agency
- thereof, including the FmHA.

"INDEPENDENT CONSULTING ENGINEER" or "CONSULTING ENGINEER" refers to
an Independent Consulting Engineer or firm of Engineers of recognized excellent
reputation in the field of waterworks system engineering, and such definition
includes the Engineers named above.

"ORIGINAL PURCHASER" means the agency, person, firm, or firms to
whom the Current Bonds herein authorized are awarded at the public sale of the
Bonds, or their successors, and such definition shall refer to the FmHA 1if it
is the original purchaser of the Current Bonds at said public sale.

"OUTSTANDING BONDS" refers to the outstanding Prior Bonds and
Current Bonds, and any additional outstanding parity bonds, and does not refer
to, nor include, any bonds for the payment of the principal and interest of
which sufficient funds will have been deposited and earmarked for payment of
bonds; provided all outstanding bonds of any series held by the FmHA shall be
deemed to constitute Outstanding Bounds until paid regardless of the deposit of
funds to pay for same.

"PARITY BONDS" means bonds which may be issued in the future, in
addition to the $300,000 of Current Bonds herein specifically authorized, which
bonds issued in the future will, pursuant to the provisions of the Prior Bond
Resolution and of this Current Resolution, rank on a basis of parity with said



outstanding Prior Bonds and Current Bonds, as to priority, security, and source
of payment, and does not refer to bonds which might be issued so as to rank
inferior to the security and source of payment of the outstanding Prior Bonds
and Current Bonds.

"PRIOR BONDS" refers to the outstanding Bonds of 1966.
"PRIOR BOND RESOLUTION" refers to the 1966 Bond Resolution.

"REVENUE FUND" refers to the Garrison—Quincy-KY-O-Heights Water
District "Water Revenue Fund,” created in Section 6 of the Prior Bond
Resolution.

"SINKING FUND" refers to Garrison-Quincy-KY-O-Heights Water District
"Waterworks Bond and Interest Sinking Fund,” created in Sectlon 6A of the Prior
Bond Resolution.

"STATUTES" refers to the Act.

-

"SYSTEM" or "WATERWORKS SYSTEM" refers to the existing waterworks
system of the District, together with all extensions, additionms, and improve-
ments to sald System.

.

"U. S. OBLIGATIONS” means bonds or notes which are the direct
obligations of the United States of America, or obligations the principal of
and interest on which are guaranteed by the United States of America.

Section 102. Purpose; Construction of Construction Project;
Waterworks System to Continue to be Operated as
a Revenue-Producing g Public Project Authority.

The Current Bonds herein authorized shall be issued for the purpose
of financing the cost (not otherwise provided) of the Waterworks Construction
Project, as defined herein, as set out in the plans and specifications prepared
by the District's Consulting Engineers. The Commission hereby reaffirms the
declaration that the waterworks system of the District, including the exten-—
sions, additions, and improvements to be comstructed, shall comstitute a
revenue-producing public project or System, and said System shall continue to
be owned, controlled, operated, and maintained by the District as a revenue-
producing public project or System pursuant to the Act, so long as any of the
Prior Bonds, the Current Bonds herein authorized, or any additional Parity
Bonds, remain outstanding, for the security and source of payment of all of



such bonds, which are payable from and secured by a first pledge of the gross
revenues of, and by a first statutory mortgage lien against, the System, all
ranking on a parity.

Section 103. Construction Award Approved; Work Authorized.

The Commission hereby authorizes, approves, ratifies, and confirms
its previous action in advertising for and taking steps toward awarding the
contracts for the construction of the Construction Project to the lowest and
best bidders, and further approves the action of the District officials in
entering into formal contracts with said bidders, subject to the necessary
approvals being obtained. Authority is hereby given for undertaking the con-
struction of the Construction Project according to the plans and specifications
heretofore prepared by the Engineers for the District, after all necessary
approvals have been obtained.

Section 104. Declaration of Period gg_Usefulness.

The Commission hereby declares that the period of usefulness of the
aforesald waterworks System is more than forty (40) years from the date of
completion of the proposed Construction Project.

Section 105. Authorization gg_Bonds.

The District Commission has heretofore determined that the total
cost of the Construction Project, including preliminary expenses, land and
rights-of-way, engineering expense, capitalized interest during coastruction,
legal and administrative costs, publication costs, initial deposits required,
and all incidental expenses, will be not exceeding $550,000. Therefore, it is
hereby determined to be necessary in order for the District to finance the
cost, not otherwise provided, of the Construction Project that the District
issue a total of $300,000 of Current Bonds, based on the following calculation:

t

Total cost of Construction Project $550,000
Less FmHA grant 250,000
Balance to be financed by Current Bonds $3db,000

Accordingly, for the purpose of financing the cost (not otherwise
provided) of the Comnstruction Project, under the provisions of the Act, there
are hereby authorized to be issued and sold Three Hundred Thousand Dollars
($300,000) principal amount of Garrison—Quincy-KY-O-Heights Water District
Waterworks Revenue Bonds of 1987 (the "Current Bonds"), consisting of $250,000
of Series A Bonds and $50,000 of Serles B Bonds.

The Current Bonds shall be dated as of the date of delivery to the
purchaser thereof, shall bear interest from such date at such interest rate or
rates as may be fixed by supplemental resolution as a result of the advertised
sale and competitive bidding for such Bonds, as hereinafter provided, and shall
be issued and delivered or according to the form of "Fully Registered Bond," as
prescribed in Section 205 hereof.



Interest on the Current Bonds shall be payable semi-annually on
January 1 and July 1 of each year, provided that the first interest payment
period will cover interest only from the date of delivery of the Bonds to the
ensuing January 1 or July 1, as the case may be. Principal of the Bonds shall
be payable on January 1 of each of the respective years untill maturity, as set
out in Section 201 hereof.

Section 106. Current Bonds Shall be Payable Out of Gross Revenues
and Secured by Statutory Mortgage Lien; on a Parity
with the Prior Bonds.

All of the Current Bonds, together with the interest thereon, the
Prior Bonds, and any additional Parity Bonds that may be issued under the
conditions and restrictions hereinafter set forth, shall be secured on a parity
first lien basis by and payable solely from the gross revenues of the System,
shall be a valid claim of the owners thereof against the Sinking Fund created
for the benefit of such owners, and shall be further secured, on a parity first
lien basis, by a statutory mortgage lien as provided in Section 106.080 of the
Kentucky Revised Statutes, which statutory mortgage lien 1s hereby recognized
to be valid and binding upon the District and upon all of the properties consti-
tuting the System; and such lien shall take effect immediately upon delivery of
the Current Bonds.

.Section 107. Lien on Contracts.

In addition to the revenue pledge and statutory mortgage lien
securing the Bonds, a first parity lien is hereby created and granted in favor
of the Current Bonds on all contracts and on all other rights of the District
pertaining to the SysEem, enforceable by assignment to any Receiver or other
operator proceeding by authority of any court.

ARTICLE 2.

THE BONDS; REGISTERED BONDS; PRINCIPAL INSTALLMENTS;
EXECUTION; PREPAYMENT; AND BOND FORM.

Section 201. Principal Installments.

Principal installments due on the Current Bonds shall be as follows:



TOTAL

PRINCIPAL PRINCIPAL ANNUAL
PAYMENT DUE INSTALLMENTS INSTALLMENTS PRINCIPAL
JANUARY 1 SERIES A BONDS SERIES B BONDS INSTALLMENTS
1990 $ 1,000 $ 400 $ 1,400
1991 1,000 400 1,400
1992 2,000 400 2,400
1993 2,000 400 2,400
1994 2,000 500 2,500
1995 2,000 500 2,500
1996 2,000 500 2,500
1997 2,000 600 2,600
1998 2,000 600 2,600
1999 3,000 600 3,600
2000 3,000 700 3,700
2001 3,000 700 3,700
2002 3,000 - 700 3,700
2003 3,000 - 800 3,800
2004 4,000 800 4,800
2005 4,000 900 4,900
2006 4,000 900 4,900
2007 4,000 1,000 5,000
2008 5,000 1,100 6,100
2009 5,000 1,100 6,100
2010 5,000 1,200 6,200
2011 6,000 1,300 7,300
2012 6,000 1,300 7,300
2013 7,000 . 1,400 8,400
2014 ¢ 7,000 1,500 8,500
2015 8,000 1,600 9,600
2016 8,000 ‘ 1,700 9,700
2017 9,000 1,800 10,800
2018 10,000 1,900 11,900
2019 10,000 2,000 12,000
2020 11,000 2,100 13,100
2021 12,000 2,200 14,200
2022 13,000 2,300 15,300
2023 14,000 2,500 16,500
2024 15,000 2,600 17,600
2025 16,000 2,800 18,800
2026 17,000 3,000 20,000
2027 19,000 3,200 22,200



Section 202. Issuance 2£_Bond(s).

The purchaser of the Current Bonds at the public sale shall take
delivery of each Series of the Bonds in the form of a single or a series of
Fully Registered Bonds, as prescribed in Section 205 below, amounting in the
aggregate to the principal amount of the Bonds authorized herein, maturing as
to principal in installments as set out above. Such Fully Registered Series A
Bond(s) shall be numbered AR-1 (and consecutively thereafter, AR-2, etc.), and
such Fully Registered Series B Bonds shall be numbered BR-1 (and coansecutively
thereafter, BR-2, etc.), shall be of type composition, shall be on paper of
sufficient weight and strength to prevent deterioration until the last day of
maturity of any installment of principal as stated therein, and shall conform
in size to standard practice. Such Fully Registered Bonds shall, upon
appropriate execution on behalf of the District as prescribed, constitute the
entire bond issue herein authorized, shall be negotiable (subject to
registration requirements as to transferability), without interest coupons,
registered as to principal and interest, payable as directed by the registered
owner, and shall be in substantially the form hereinafter set forth.

Section 203. Place of Payment and Manner of Execution.

Both principal of and interest on the Current Bonds shall be payable
at the place and in the manner set out in the form of such Fully Registered
Bond prescribed in Section 205 below. The Bonds shall be executed on behalf of
the District by belng signed manually by the Chairman of the District, with the
Corporate Seal of the District affixed thereto and attested by the manual
signature of the Secretary of sald District.

If either of the officers whose signatures appear on the Current
Bonds ceases to be such officer before delivery of said Bonds, such signatures
shall nevertheless be valid for all purposes the same as if such officers had
remained in office until delivery.

Section 204. Provisions as to Prepayment.

Except when all of the Current Bonds are held by the Government,
installments of principal falling due prior to January 1, 1999, shall not be
subject to prepayment. Installments of principal falling due on and after
January 1, 1999, shall be subject to prepayment by the District on any interest
payment date falling on and after January 1, 1998, upon terms of par plus
accrued interest, without any prepayment penalty.

So long as all of the Current Bonds are owned by the Government, all
or any of the Bonds, or installments in a multiple of $1,000 {$100], may be
prepaid at any time in inverse chronological order of the installments due, at
face amount plus accrued interest without any prepayment penalty.

Section 205. Bond Form.

The Current Bonds shall be in substantially the following form, with
appropriate insertions, omissions, and variations consistent with or as
provided or permitted in this Resolution:
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(FORM OF FULLY REGISTERED BOND)
BOND NO. R-1

UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY
COUNTY OF LEWIS
GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT
WATERWORKS REVENUE BOND OF 1987
SERIES A [B]

No. AR-1 ANNUAL INTEREST RATE: A $250,000
[No. BR-1] [$50,000]

KNOW ALL MEN BY THESE PRESENTS:

That the Garrison—Quincy-KY-O-Heights Water District, acting by and
through its Board of Commissioners (the "Commission"™), a public body corporate
in Lewls Kentucky, for value received, hereby promises to pay to

the registered owner hereof, or to its reglstered assigns, solely from the
special fund hereinafter identified, the sum of

TWO HUNDRED FIFTY THOUSAND DOLLARS ($250,000),
[FIFTY THOUSAND DOLLARS ($50,000),]

on the first day of January, in years and installments as follows:

Year Principal Year Principal Year Principal

(Here the printer of the Bond will print the maturities of the Bond purchased
by the individual purchaser (registered owner))

without deduction for exchange or collection charges; and in like manner,
solely from sald special fund, to pay interest on the balance of said principal
sum from time to time remaining unpaid, at the Annual Interest Rate designated
above, semianmually on the first days of January and July in each year here-
after until said sum is paid, except as the provisions hereinafter set forth
with respect to prepayment may be and become applicable hereto, both principal
and Interest being payable, without deduction for exchange or collection
charges, in lawful money of the United States of America, at the address of the
registered owner shown on the registration book of the District.

These Bonds, consisting of this Series A [B] Bond and the Seriles B
[A] Bond in in the amount of $50,000 [$250,000], are issued by the District
under and in full compliance with the Constitution and Statutes of the
Commonwealth of Kentucky, including Chapters 74 and 106 of the Kentucky Revised
Statutes, and pursuant to a duly adopted Bond Resolution of the District
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authorizing same (the "Current Bond Resolution”), to which Resolution reference
is hereby made for a description of the nature and extent of the security
thereby created, the rights and limitations of rights of the registered owner
of this Bond, and the rights, obligations, and duties of the District, for the
purpose of financing the cost (not otherwise provided) of the construction of
extensions, additions, and improvements to the existing waterworks system of
the District (sald existing waterworks system, together with said extensions,
additions, and improvements, being hereinafter referred to as the “"waterworks
System” or the "System”).

These Bonds ranks on a parity as to security and source of payment
with certain outstanding Garrison—Quincy-KY-O-Heights Water District Water
Works System Reverme Bonds, dated November 15, 1966 (the "Prior Bonds"”),
authorized by a Resolution adopted by the Commission of the Water District on
February 8, 1966 (the "Prior Bond Resolution”).

These Bonds have been issued in full compliance with the Prior Bond
Resolution (pursuant to the consent of the owner of all of the Prior Bonds);
and this Bond, together with said Prior Bonds, and any bonds ranking on a
parity therewith that may be 1ssued and outstanding under the conditions and
restrictions of the Current and Prior Bond Resolutions, are and will continue
to be payable on a parity first lien basis from and secured by an exclusive
first pledge of a fixed portion of the gross revenues to be derived from the
operation of the System, which fixed portion of said revenues shall be
sufficient to pay the principal of and interest on the Prior Bonds, this Bond,
and any additional bonds ranking on a parity therewith, as may be issued and
outstanding under the conditions and restrictions set out in said Bond
Resolutions, as and when the same become due and payable, and a sufficient
portion of which revenues shall be set aside as a special fund for that purpose
and identified as the "Garrison—Quincy-KY-O-Heights Water District Waterworks
Bond and Interest Sinking Fund,” created in the Prior Bond Resolution.

These Bonds do not constitute an indebtedness of the District within
the meaning of any constitutional or statutory provisions or limitations and is
payable solely out of the revenues of the System. As provided in the Current
Bond Resolution, the District covenants that so long as any of the Prior Bonds
and/or these Bonds are outstanding the System will be contimuously owned and
operated by the District as a revenue-producing public undertaking within the
meaning of the aforesaid Statutes for the security and source of payment of the
Prior Bonds and of these Bonds, and that the District will fix, and if neces-,
sary ad just, from time to time, such rates for the services and facilities of |
the System and will collect and account for the revenues therefrom sufficient
to pay promptly the interest on and principal of the Prior Bonds, these Bonds,
and all other bonds ranking on a parity herewith as may be outstanding from
time to time, to pay the cost of operation and maintenance of the System, and
to provide for the depreciation thereof.

A first statutory mortgage lien, which 1s hereby recognized as valid
and binding on the waterworks System, has been created and granted by the
District by the Current Bond Resolution pursuant to said Statutes, and more -
specifically Section 106.080 of the Kentucky Revised Statutes, to and in favor
of the registered owners of these Bonds, ranking on a parity with the Prior
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Bonds; and the System and all appurtenances thereof and extensions thereto
shall remain subject to such statutory mortgage lien until payment in full of
the principal of and interest on the Prior Bonds and on these Bonds.

The City has reserved the right to issue additional bonds ranking on
a parity as to security and source of payment with this Bond, to finance future
extensions, additions, and/or improvements to the System, provided the
necessary showings as to the earnings coverage required by the Current Bond
Ordinance are in existence and properly certified.

This Bond shall be registered as to principal and interest in the
name of the owner hereof, after which it shall be transferable only upon presen-
tation to the Secretary of the District as the Bond Registrar, with a written
transfer duly acknowledged by the registered owner or his duly authorized
attorney, which transfer shall be noted upon this Bond and upon the book of the
District kept for that purpose.

The District, at its option, shall have the right to prepay, on any
interest payment date on and after January 1, 1998, in inverse chronological
order of the installments due on this Bond, the entire principal amount of this
Bond then remaining unpaid, or such lesser portion thereof, in a multiple of
One Thousand Dollars ($1,000) [One Hundred Dollars ($100)], as the District may
determine, at a price in an amount equivalent to the principal amount to be
prepaid plus accrued interest to the date of prepayment, without any prepayment
premium. Notice of such prepayment shall be given by registered mail to the
registered owner of this Bond or his assignee, at least 30 days prior to the
date fixed for prepayment. Notice of such prepayment may be waived with the
written consent of the registered owner of this Bond.

So long as the registered owner of this Bond is the United States
Govermment, or any agency thereof, the entire principal amount of this Bond, or
installments in multiples of $1,000 ($100), may be prepald at any time in
inverse chronological order of the installments due. '

Upon default in the payment of any principal or interest payment on
this Bond, or upon failure by the District to comply with any other provision
of this Bond or with any provision of the Current Bond Resolution, the regis-
tered owner may, at his option, institute all rights and remedies provided by
law or by said Resolution.

This Bond is exempt from taxation in the Commonwealth of Kentucky.

It is hereby certified, recited, and declared that all acts, condi-
tions, and things required to exist, happen, and be performed precedent to and
in the issuance of this Bond, do exist, have happened, and have been performed
in due time, form, and manner as required by law, and that the face amount of
this Bond, together with all other obligations of the District, does not exceed
any limit prescribed by the Constitution or Statutes of the Commonwealth of
Kentucky.
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IN WITNESS WHEREOF, said Garrison—-Quincy-KY-O-Heights Water
District, by its Board of Commissioners, has caused this Bond to be executed by
its Chairman, its corporate seal to be hereunto affixed, and attested by its
Secretary, on the date of this Bond, which is

GARRISON-QUINCY-KY-O~-HEIGHTS
WATER DISTRICT
Lewis County, Kentucky

By
Attest: Chairman

Secretary

(Seal of District)

PROVISION FOR REGISTRATION

This Bond shall be registered on the registration book of the
District kept for that purpose by the Secretary, as Bond Registrar, upon
presentation hereof to sald Secretary, who shall make notation of such regis-
tration in the registration blank, and this Bond may thereafter be transferred
ouly upon written transfer acknowledged by the registered owmer or his
attorney, such transfer to be made on said book and endorsed hereon.

(FORM OF REGISTRATION)

Signature of Secretary

of the Garrison—Quincy-
Date of Name of KY-0~Heights Water District
Registration Registered Owner Bond Registrar

(FORM OF ASSIGNMENT)

For value received, this Bond is hereby assigned, without recourse
and subject to all of its terms and conditions, unto ,
this day of R .

By:
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ARTICLE 3.

CONSTRUCTION ACCOUNT; INTERIM FINANCING; APPLICATION
OF PROCEEDS; AND FEDERAL ARBITRAGE LIMITATIONS.

Section 301. The Construction Account; Fidelity Bond of
Treasurer; Covenants Applicable if FmHA
Purchases the Bonds; Application of Proceeds
of Bonds; Other Transfers and Deposits.

The Treasurer of the District, or such other District official(s) as
shall be designated by the Commission (herein referred to as the "Treasurer™),
shall be the custodian of all funds belonging to and assoclated with the water-
works System, and such funds shall be deposited in the Citizens Deposit Bank &
Trust, Garrison Branch, Garrison, Kentucky (the "Depository Bank"), which bank
is a member of the Federal Deposit Insurance Corporation. All moneys in excess
of the amount insured by the FDIC in the Construction Account (hereinafter
referred to) shall be secured by the Depository Bank in accordance with U. S.
Treasury Department Circular No. 176. The Treasurer shall execute a Fidelity
Bond in the amount of not less than $25,000, or such larger amount as the FmHA
may require, which Fidelity Bond shall be effective and secured by a surety
company approved by the Farmers Home Administration of the United States Depart-
ment of Agriculture so long as it is holder of any of the Bonds; the FmHA and
the District shall be named co-obligees in such surety bond; and the amount
thereof shall not be reduced without the written consent of the FmHA; provided
that whenever sums in the various accounts referred to herein (other than the
Construction Account) shall exceed $25,000, the Fidelity Bond shall be
increased accordingly as requested by and with the approval of the FmHA. The
District will segregate and earmark its various funds, consistent with this
Resolution, in such manner as to enable the District to obtain the lowest
possible surety premium rate on such Fidelity Bond(s).

A. Covenants Applicable if FmHA Purchases Bonds.

It is acknowledged that all covenants herein with reference to the
necessity for approval of the FmHA, the necessity of observing FmHA procedure,
and the necessity of using FmHA Forms, shall apply only if the FmHA is the
purchaser of the Bonds and only so long as the FmHA holds the Bonds thereafter.
In the event that the FmHA shall not be the purchaser of the Bonds, or, after
purchasing same, shall sell or transfer the Bonds to a nongoverumental owner,
all covenants herein with reference to the necessity for approval of the FmHA,
the necessity of observing FmHA procedure, and the necessity of using FmHA
Forms, shall be inapplicable.

B. Application of Proceeds of Bonds.

The proceeds of said $300,000 of Current Bonds shall be applied as
follows:
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(1) Immediate Repayment of Interim Financing.

There shall immediately be paid to the Bank(s) and/or the FmHA
entitled thereto an amount sufficient to pay interest on and principal of any
temporary loans (if any), and/or any Multiple Advances furnished by the FmHA
pursuant to Section 302(c) hereof, borrowed by the District in anticipation of
the sale and delivery of the Bonds and/or of the recelpt of grant proceeds, or
the interest on and principal of such temporary loans may be paid simultan—
eously with the delivery of the Bonds, to the extent of part or all of the
proceeds of the Bonds, as may be required by said Bank(s), and/or by the FmHA,
in which event the amount to be so deposited into the Comnstruction Account
shall be reduced by such amount so paid. Also, at the time of delivery of the
Bonds, there shall be paid all amounts then due and payable in connection with
the costs of the Construction Project and in connection with the issuance of
the Current Bonds.

(2) Balance to be Deposited in Construction Account;
Proceeds of “Grant to be Deposited in Construction
* Account.

If and to the extent that the proceeds of the Current Bonds
shall be in excess of the amount necessary to pay the interest, principal, and
costs referred to in Subparagraph B(l) of this Section, such excess amount
shall immediately be deposited in the "Garrison-Quincy-KY¥-O-Heights Water
District Comstruction Account” (the "Construction Account”), hereby created,
which shall be established at the Depository Bank. There shall also be
deposited in said Construction Account the proceeds of said Federal grant, as
and when received, or said grant proceeds may be applied, to the extent
necessary, to liquidate or reduce any interim financing owed by the District at
the time of receipt of grant proceeds.

(3) Procedure for Withdrawal of Funds From Construction Account.

(a) Prior to the expenditure by the District of any funds from
the Construction Account derived from the proceeds of the Bonds, the District
must obtain written approval from the FmHA as to such expenditures. The pro-
ceeds of said Account shall be withdrawn only on checks signed by the District
Treasurer, in payment for services and/or materials supplied in connection with
the Construction Project, as evidenced by (1) a certification of the Engineers
designated herein, and (2) written approval of the Chairman (or by such other
of ficial of the District as may be authorized by the Commission).

(b) Prior to the expenditure by the District of any funds from
the Construction Account derived from interim financing or from multiple
advances from the FmHA, the District must obtain approved invoices and/or
Partial Payment Estimates bearing the written approval of the Contractor, the
Engineer, and the Chairman, and which invoices and/or Partial Payment Estimates
must have been reviewed and approved for payment by the designated FmHA
official.
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(¢) Written approval of the Engineers shall not be required
for matters not under the jurisdiction of the Engineers, such as legal fees,
land acquisition, and related items. Executed certifications (authorizing
payment) shall be retained by the District Treasurer and need not be furnished
to the Depository Bank, which shall be authorized to honor checks signed by the
District Treasurer.

Periodic Audits of the District's Construction Account records shall
be made by FmHA as determined by it to be necessary.

During construction, the District shall disburse Project funds in a
manner consistent with FmHA Instruction 1942.17 (p) (5) of Appendix "A" to FmHA
Instruction 1942-A. Form FmHA 424-18, "Partial Payment Estimate” or similar
form approved by FmHA, shall be used for the purpose of documenting periodic
construction estimates, and shall be submitted to FmHA for review and accept-
ance. Form SF-271, "Outlay Report and Request for Reimbursement for Cenmstruc-=
tion Programs,” shall be prepared and submitted to FmHA to account for funds
expended in the last 30 day period.

After the Bonds are delivered, the District shall prepare and submit
Form SF-272, "Report of Federal Cash Transactions,” to report the status of
federal cash received during each prior monthly period. Form FmHA 440-11,
"Estimate of Funds Needed for 30-Day Period Commencing ," will be
prepared by the District and submitted to FmHA in order that a periodic Advance
of Federal Cash may be requested. Forms FmHA 440-11 and SF-272 will be
submitted to FmHA simultaneously.

(4) Transfer of Capitalized Interest to Sinking Fund.

There shall be transferred from the Comnstruction Account an amount
sufficient to provide for capitalized interest (initially estimated at $10,000)
during the construction of the Project, as approved by the Engineers and by the
FmHA. If and to the extent not theretofore expended in paying interest on
interim financing and if and to the extent then needed to pay interest during
the remaining period of construction of the Project, such amount so transferred
from the Construction Account shall be deposited in the Sinking Fund herein-
after identified.

(5) Investment of Funds in Comstruction Account.

Pending disbursement of amounts on deposit in the Construction
Account, all such funds, or such portion.of said amounts on deposit in said
Construction Account as 1s designated by the Commission, shall be invested for
the benefit of such Construction Account in Certificates of Time Deposits,
savings accounts, or U. S. Obligations which may be converted readily into
cash, having a maturity date prior to the date when the sums invested will be
needed for costs of the Project (as determined by the Engineers, the Chairman
of the District, and the representative of the FmHA, provided that to the
extent that any amounts on deposit in said Depository Bank shall cause the
total deposits of the District in said Bank to exceed the amount insured by the
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FDIC, the same shall be continuously secured by a valid pledge of U. S.
Obligations, having an equivalent market value, in conformity with KRS 66. 480.
Investments in Certificates of Time Deposit may be made only if a separate FmHA
Form 402-4 Agreement is executed, if the FmHA has purchased any of the Bonds,
and investments in Certificates of Deposit or savings accounts may be made only
in such Certificates or accounts of an FDIC bank. Any such investments will be
a part of the Construction Account, and income from such investments will be
credited to the Construction Account. All such investments shall be subject to
the limitations set out in Section 303 hereof.

(6) Statements of Contractors, Engineers, and Attorneys as to
Payment Required Prior to Delivery of Current Bonds, if
Current Bonds Purchased by FmHA.

Prior to the delivery of the Bonds, if the FmHA is the
purchaser of the Bonds, the District will be required to provide the FmHA with
statements from the Contractors, Engineers, and Attorneys that they have been
paid to date in accordance with their contract or other agreements and, in the
case of any Contractor, that he has paid his suppliers and sub—contractors.
Any exceptions must be authorized under FmHA Instructions 1942-A, Subsection
1942.17 (n) (2).

(7) Disposition of Balance in Construction Account
After Completion of Project.

When the construction of the Project has been completed and all
construction costs have been paid in full, as certified by the Engineers for
the District and/or by the FmHA, any balance then remaining in the Construction
Account may, with the consent of the State Director of the FmHA, be applied to
the cost of constructing additional extensions, additioms, and/or improvements
to the System, and/or such balance (subject to legal requirements as to pos-
sible refund of any allocated portion of the balance derived from grant
proceeds) shall be transferred to the Sinking Fund hereinafter identified,
whereupon said Construction Account shall be closed. If such additional
construction i3 to be undertaken by the contractor previously engaged in the
Construction Project, such additional work may be authorized by a change order.
Such balance so transferred shall be used by the District immediately to prepay
installments due on the Bonds without prepayment penalty, provided further that
any balance insufficient to prepay at least $1,000 of the principal payment
falling due in any year on the Bonds will be transferred to the Depreciation
Reserve Fund hereinafter identified.

Section 302. Interim Financing Authorization.

(a) Commercial Interim Financing.

The District shall use commercial interim financing for the Project
during construction of that portion of the cost of the Project financed by the
Bonds, if available at reasonable rates and terms.
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The borrowing of up to the aggregate sum of $300,000 from the
Citizens Deposit Bank & Trust, Vanceburg, Kentucky (either alone or through its
correspondent bank), or from any other financial institution (hereinafter
collectively and individually referred to as the "Lenders"), is hereby
authorized; and the Chairman of the District, William E. Ruggles, or his
successor, is hereby authorized to execute in the name and on behalf of the
District (1) a single note (the "Note") in the amount of the interim loan with
provision for advances against the amount of such Note, or (2) any number of
notes ("Notes"), in such form as may be prescribed by the Lenders, including
Revenue Bond Anticipation Notes pursuant to KRS 58.150. Each advance or Note
shall evidence a loan of cash funds by the Lenders to the District for services
and /or materials supplied in connection with the aforesaid Construction
Project, as evidenced by (i) a certification of the Engineers designated
herein, (ii) written approval of the Chairman or by such other official of the
District as may be authorized by the Commission, and (1ii) written approval of
the FmHA; provided, however, that written approval of the Engineers shall not
be required for matters not under the jurisdiction of the Englneers, such as
legal fees, land acquisition, and related items.

Interim financing shall be disbursed as follows:

(A) At the request of the District, the Lenders are and shall be
authorized to disburse the proceeds of anmy such Note or Notes by cashier's
checks directly to the parties entitled thereto based on the certification
specified herein; or

(B) At the request of the District, the Lenders are and shall be
authorized to deposit the proceeds of such Note or Notes in the Comnstruc-
tion Account, in which event amounts of the District on deposit therein
shall, until expended to the extent that same shall exceed the amount
insured by the FDIC, be fully secured by a pledge of U. S. Obligations
(without the use of a Deposit Agreement of the FmHA), and a Fidelity Bond
in an amount equal to not less than the maximum amount deposited in such
Account must be furnished by the proper official of the District, as
provided in Section 301 hereof.

(C) The proceeds of such Note or Notes deposited in the Construc-—
tion Account shall be disbursed only on checks signed by the District
Treasurer (or such other District official as may be designated by the
Commission), as provided in Secton 301B(3) hereof and subject to all the
provisions of such Sectionm.

The authority hereby granted to the Chairman includes the execution
of renewal Notes in evidence of the renewal and extension of Note(s) becoming
due, provided the aggregate of the principal amount of all such Note(s) out-
standing and payable to the Lenders shall not exceed $300,000, and provided .
each Note which is renewed or superseded is simultaneously cancelled by the
Lenders and transmitted to the District Treasurer. The rate of interest appli-
cable to each Note and to each renewal Note shall not exceed a reasonable rate,
which rate is subject to the approval of the FmHA.
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Authority is hereby given for said total authorized interim finan-
cing of $300,000 to be the maximum indebtedness which the District may owe to
said Lenders; provided, however, that the District may reduce the amount owed
by the District to said Lenders from time to time as and when funds are
available to the District, whether derived from the proceeds of the Federal
grant, the proceeds of the sale of the Current Bonds, or otherwise, and may
reborrow from said Lenders additional amounts in anticipation of the further
receipt by the District of additional proceeds from the Bonds and /or grant, in
order thus to enable the District to save interest costs by applying the
proceeds of the Bonds and/or grant and/or other funds as received and which are
not immediately needed for the payment of costs of the Construction Project,
toward the liquidation and/or reduction of said interim financing loans until
such time as additional interim financing loans are needed to provide
additional funds for costs of the Construction Project as required by the
District, subject to the limitation that the total amount owed to said Lenders
at any given time shall not be 1n excess of $300,000.

The District hereby covenants and agrees with said Lenders that upon
the issuance and delivery of the Current Bonds and/or the receipt of said
grant, the District will apply the proceeds thereof, to whatever extent may be
necessary, in payment of the principal amount of all the Note(s) of the Dis-
trict then held by said Lenders, together with interest thereon to the date of
such payment; and the first proceeds of said Bonds and grant are hereby pledged
therefor, and such pledge shall constitute a first and prior charge against
said proceeds. The District further pledges the proceeds of the gross revenues
of the System to the payment of said interim financing, such pledge ranking on
a parity with the Prior Bonds and the Current Bounds.

Although the proceeds of the Current Bonds and grant are pledged to
the repayment of said interim financing, it is recognized that the proceeds of
the grant may be applied to the extent required at the time of receipt of the
proceeds of said grant, to the payment of costs of the Construction Project due
and owing by the District at the time of receipt of such proceeds, rather than
to the repayment of portions of the interim financing at that time. If and to
the extent that the proceeds of sald grant are in excess of any costs of the
Construction Project due and owing at the time of receipt thereof, such
proceeds may be applied, in the same manner as hereinabove indicated, to the
reduction of the amount of the interim financing, after which, such interim
financing may.again be Increased as theretofore. In any event, the proceeds of
sald grant and of any other grants earmarked for the Construction Project, are
pledged, together with the proceeds of the Current Bonds, to the repayment of
such interim financing.

It is understood that the foregoing constitutes an alternative
method of obtaining interim financing, and does not preclude the authorization,
public advertisement, and sale of Bond Anticipation Notes, Grant Anticipation
Notes, and/or Bond and Grant Anticipation Notes, to the most favorable bidder
on the open market, by concurrent or subsequent proceedings of the District.
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(b) Interim Financing from Source Other Than a Financial
Institution or FmHA.

In the event that the District is able to obtain interim financing
at a reasonable rate and on reasonable terms from any source ("Alternate
Lender”), other than a financial institution or the FmHA, including any State
or Federal Agency, the provisions of subsection (a) above shall apply in all
respects to such interim financing, with the reference to Lenders in said
subsection (a) being deemed to refer to the Alternate Lender. In addition, the
Chairman and the Secretary of the District are hereby authorized to execute any
additional documents required by the Alternate Lender and approved by Bond
Counsel, without any further action of this Commission.

(c) Possible Multiple Advances by FmHA if
Bonds Shall be Purchased by FmHA.

In the event the Bonds are purchased by the FmHA, and in the event
the District 1is unable to obtain a commitment for commercial interim financing
for the Project during construction from any Bank at reasonable rates and
terms, the Chairman is authorized to request multiple advances ("Multiple
Advances”) of loan funds from the FmHA.

If the FmHA agrees to make Multiple Advances to the District pending
the delivery of the Bonds, the Chalirman is hereby authorized to execute in the
name and on behalf of the District any number of Bond Anticipation Notes, each
such Note evidencing an advance of funds by the FmHA to the District, such Note
or Notes to be in the form prescribed by the FmHA.

Each request for an advance from the FmHA shall be accompanied by
(1) a certification of the Engineers designated herein, and (2) written
approval of the Chairman or by such other official of the District as may be
authorized by the Commission; provided, however, that written approval of the
Engineers shall not be required for matters not under the jurisdiction of the
Engineers, such as legal fees, land acquisition, and related items. The
District will also furnish to the FmHA, prior to the receipt of each such
advance, whatever additional documentation shall be requested by the FmHA,
including a Supplemental Title Opinion (updated) of Local Counsel and a
Supplemental Preliminary Legal Opinion (updated) of Bond Counsel.

The proceeds of any Multiple Advances made by the FmHA shall be
either (1) disbursed directly to the parties entitled thereto for services
and /or materials supplied in connection with the Project, or (ii) deposited
into the Construction Account and disbursed in accordance with the provisions
of Section 301B(3) hereof, in which event amounts of the District on deposit in
such Account shall, until expended, to the extent that same shall exceed the
amount Insured by the FDIC, be fully secured by a pledge of U. S. Obligations
(without the use of a Deposit Agreement of the FmHA, unless requested by the
FmHA), and a Fidelity Bond in an amount equal to not less than the maximum
amount deposited in such Account must be furnished by the proper official of
the District, as provided in Section 301 hereof.
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The first proceeds of the Bonds are hereby pledged to the repayment
of such Multiple Advances, and such pledge shall constitute a first and prior
pledge against such proceeds. The District further pledges the proceeds of the
revenues of the System to the repayment of said Multiple Advances, subject to
the priority of the pledges securing the Prior Bonds.

Section 303. Arbitrage Limitations on Investment of Proceeds.

The District covenants and certifies, in compliance with the
Internal Revemue Code, as amended (the “"Code"), and the applicable Regulations
thereunder (the "Regulations”), as follows:

(a) The District certifies, on the basis of known facts and
reasonable expectations on the date of adoption of this Bond Resolution,
that it is not expected that the proceeds of the Current Bonds will be used
in a manner which would cause such Bonds to be arbitrage bonds. The
District covenants to the purchasers and/or holders of the Current Bonds
that (1) the District will make no use of the proceeds of said Bonds,
which, if such use had been reasonably expected on the date of issue of
such Bonds, would have caused. such Bonds to be arbitrage bonds, and
(2) that the District will comply with (i) all of the requirements of
Section 148 of the Code, and (i1) all of the requirements of the applicable
Regulations relating thereto, to whatever extent is necessary to assure
that the Current Bonds shall not be treated as or constitute arbitrage
bonds.

(b) The District certifies, based on information furnished by the
Englneers, and on known facts and reasonable expectations at this time, as
follows:

(1) that the District has entered into a comtract with the
Engineers for engineering services in connection with the
Construction Project financed by the Current Bonds and the fees
to be paid to such Engineers will exceed 2-1/2% of the total
cost of the Project;

(2) that work on the Construction Project has commenced or will
commence within six months from the date of issuance of the
Current Bonds;

(3) that the comstruction of said Construction Project will proceed
thereafter to completion with due diligence on the part of the
District;

(4) that all of the proceeds of the Current Bonds will be expended
on the costs of the Construction Project within less than three
years from the date of issuance of the Current Bonds, or the
date of the first interim financing loan, whichever occurs
first;
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5)

(6)

M

(8)

(9

(c)

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

that it is not anticipated that amounts will be accumulated in
any reserve fund anticipated to be used for debt service on the
Outstanding Bonds in excess of an amount reasonably required to
sell the Current Bonds; however, in no event shall such amount
exceed the lesser of (a) the maximum annual debt service on all
Outstanding Bonds, (b) 1.25 times the average annual debt
service for principal and interest on all Outstanding Bonds, or
(¢) 15% of (1) the face amounts (par) of the original
authorized issue or series, or (ii) the net proceeds thereof if
sold at less that 98% of par, of whatever bonds are outstanding
against and payable from the revenues of the System; and it is
not anticipated that an amount in excess of 10%Z of the proceeds
(or any amount of the proceeds) from the sale of the Current
Bonds will be deposited in any such reserve fund;

that it is not reasonably anticipated that amounts accumulated
in the Depreciation Fund will be used for payment of the debt
service on any Outstanding Bonds, even though such Fund will be
available if necessary to prevent a default in the payment of
principal and interest on such Bonds;

that the original proceeds of the Current Bonds will not exceed
by more than five percent (5%) (or by any percent) the amount
required (after deducting the available proceeds of the grant,
connection charges, and any other funds provided by the
District) for the costs of the Construction Project; and there
has therefore been no overissuance of the Current Bonds; and

that. the District has not been advised of any listing or
contemplated listing by the Internal Revenue Service
determining that the foregoing type of certification with
respect to the District's obligations may not be relied on.

The District covenants that neither the proceeds of the Bonds,

nor "Non-Exempt Revenues of the District,” as defined herein, will be
invested in investments which will produce a net adjusted yield in excess
of the net interest cost (effective yield) of the Bonds, if such investment
would cause the Bonds to be treated as "arbitrage bonds” within the meaning
of Section 148 of the Code, and the applicable regulations relating
thereto; provided, however, that such proceeds and/or revenues may be
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invested to whatever extent and whenever such Code and/or applicable
Regulations permit same to be invested without causing the Current Bonds to be
treated as "arbitrage bonds.”

"Non-Exempt Revenues” within the meaning of the foregoing shall be
deemed to refer to revenues of the District deposited in any of the funds
earmarked for or reasonably expected to be used for the payment of debt
service on the Outstanding Bonds, in excess of "Exempt Revenues,” which
Exempt Revenues are:

(1) amounts deposited in the Sinking Fund for the purpose of paying
debt service on any Outstanding Bonds within 13 months from the
date of deposit;

(2) amounts deposited in any reserve earmarked for or anticipated
to be used for debt service on Outstanding Bonds, to the extent
that such deposits do not cause the total amount of such
revenues, deposits, and other excess Non—-Exempt Revenues, to
exceed 15% of the Outstanding Bonds for which adequate
provision was made to obtain the appropriate 157 exemption;

(3) amounts deposited in a Depreciation Fund, Operation and
Maintenance Fund, or any other fund (however designated)
reasonably expected to be used for extensions, additions,
improvements, repairs, or replacements to the System, and not
reasonably expected to be used to pay debt service (even if
pledged to be used to pay debt service in the event of the
unexpected inadequacy of other funds pledged for that purpose)
of Outstanding Bonds.

If, and to the extent that any Non—Exempt Revenues are on deposit
and are available for investment, such funds shall be subject to the investment
limitation referred to in Section 303A above.

Accordingly it is anticipated that there will be no limitation on
the permissible yield on investments made from the proceeds of the Current
Bonds.

. Prior to or at the time of delivery of the Bonds, the Chairman
and /or the District Treasurer (who are jointly and severally charged with the
responsibility for the issuance of the Current Bonds) is authorized to execute
the appropriate certification with reference to the matters referred to above,
setting out all known and contemplated facts concerning such anticipated
construction, expenditures, and investments, including the execution of
necessary and/or desirable certifications of the type contemplated by Section
148 of the Code and the Treasury Regulations relating thereto, in order to
assure that interest on the Current Bonds will be exempt from all Federal
income taxes and that the Current Bonds will not be treated as arbitrage bonds.
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ARTICLE 4.

OPERATION OF SYSTEM; FLOW OF FUNDS; CURRENT BONDS
ON A PARITY WITH PRIOR BONDS; MONTHLY PAYMENTS OF
PRINCIPAL AND INTEREST, IF REQUESTED BY FmHA, SO
LONG AS FmHA OWNS OR INSURES ANY OF THE BONDS.

Section 40l. Current Bonds on a Parity with Prior
Bonds by Consent.

It is hereby certified and declared that prior to the issuance of
any of the Current Bonds, there will have been procured and filed with the
Secretary of the District (a) a letter from the Farmers Home Administration
(FuHA) to the effect that the FmHA agrees to the issuance of these Current
Bonds ranking on a parity as to security and source of payment with the Prior
Bonds, all of which are owned by the FmHA, together with (b) a certification
signed by the FmHA to the effect that a legend has been typed, stamped, or
otherwise affixed on each of the Prior Bonds held by the FmHA, evidencing the
agreement of the FmHA as the then owner of the Prior Bonds, to the issuance of
the Current Bonds in the amount of $250,000, so as to rank on a parity with the
Prior Bonds, such legend to be in substantially the following form:

The holder of this Bond has consented to the issuance of
$300,000 of Bonds of 1987 ranking on a parity as to
security and source of payment with this Bond.

Accordingly, it is hereby found and declared that the $250,000 of
Current Bonds shall rank and be payable on a parity with said outstanding Prior
Bonds, from the gross income and revenues of said waterworks System of the
District.

Section 402. Provisions of Prior Bond Resolution Incorporated
Herein; Adjustments ig_Required Deposits.

All proceedings preliminary to and in coanection with the issuance
of said outstanding Prior Bonds of the District, including provisions made for
the receipt, custody, and application of the proceeds of said Bounds; for the
operation of the System on a revenue-producing basis; for the segregation, allo-
cation, and custody of the revenues derived from the operation of the System;
for the enforcement and payment of said Bonds, and for the depreciation of the
System; and all other covenants for the benefit of bondholders set out in the
Prior Bond Resolution, are hereby ratified and confirmed and shall continue in
force and inure to the security and benefit of the Current Bonds, as well as of
the Prior Bonds, the same as 1f such provisions and proceedings were set out in
full herein; provided, further, that the amount of the cash income and revenues
of the System, to be paid into the "Waterworks Bond and Interest Sinking Fund"
(the "Sinking Fund"), during each of the fiscal (calendar) years so long as any
of the Prior Bonds and Current Bonds are outstanding, shall be sufficient to
pay when due the interest upon and principal of all of the Prior Bonds and of
all of the Current Bonds, as hereinafter specified.
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A. Adjustments in Required Sinking Fund Depositse.

In accordance with the requirements of Sections 6 and 12 of the
Prior Bond Resolution, it is hereby recognized that the District is obligated
upon the issuance of the Current Bonds, ranking on a parity with the Prior
Bonds, to provide for additional debt service requirements of the Current
Bonds.

Accordingly, it is hereby provided that Section 6 of the Prior Bond
Resolution is amended and supplemented to provide further as follows:

At or after the delivery of the Current Bonds, there shall be
transferred from the Construction Account an amount sufficient to provide for
capitalized interest (initially estimated at $10,000) on the Current Bonds
during the construction of the Project, as approved by the Engineers and by the
FmHA, if and to the extent not theretofore expended in paying interest on
interim financing and if and to the extent then needed to pay ilnterest during
the remalning period of construction of the Project. Such amount so trans-—
ferred from the Construction Account, shall be deposited in the Sinking Fund.

Until the explration of the month in which interest on the Current
Bonds is last payable out of the sum set aside into the Sinking Fund as capi-
talized interest, there shall continue to be transferred and deposited (as
heretofore required by Section 6A of the Prior Bond Resolution) in each month
from the Revenue Fund created in Section 6 of the Prior Bond Resolution and
into which Revenue Fund all cash income and revenues derived from the operation
of the System are required to be deposited, into the Sinking Fund on or before
the 20th day of each month, for payment of interest on and principal of the
Prior Bonds, a sum equal to the total of the following:

(a) An amount equal to one-sixth (or such larger amount as 1s
necessary) of the next succeeding six month interest
installment to become due on the Prior Bonds, plus

(b) A sum equal to one~twelfth of the principal of any Prior
Bonds maturing on the next succeeding January 1.

After the expiration of the month in which interest on the Current
Bonds is last payable out of the sum set aside into the Sinking Fund as
capitalized' interest, the deposits required by subsections (a) and (b) above
shall be superseded, and thenceforth and thereafter, there shall be transferred
in each month from the Revenue Fund and deposited into the Sinking Fund on or
before the 20th day of each month, for payment of interest on and principal of
all of the outstanding Prior Bonds and Current Bonds (and any other parity
bonds), a sum equal to the total of the following:

(1) An amount equal to one-sixth (or such larger amount as is
necessary) of the next succeeding six month interest install-
ment to become due on all of the Bonds then outstanding agalnst
the System (including the Prior Bonds, the Current Bonds, and
any other outstanding Parity Bonds), plus
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(2) A sum equal to one-twelfth (or such larger amount as is
necessary) of the principal of any Bonds (Prilor Bonds, Current
Bonds, and any other Parity Bonds then outstanding) maturing on
the next succeeding January l.

If the District for any reason shall fail to make any monthly
deposit(s) as required, then an amount equal to the deficiency shall be set
apart and deposited into the Sinking Fund out of the first available revenues
in the ensuing month(s), which amount shall be in additiom to the monthly
deposit otherwise required during such succeeding month(s). Whenever there
shall accumulate in the Sinking Fund amounts in excess of the requirements
during the next twelve months for paying the principal of and interest due on
any of the outstanding Prior Bonds and Current Bonds and additional parity
bonds, as same fall due, such excess may be used for redemption or prepayment
of any of such Bonds prior to maturity, as set forth in Section 205 hereof and .
as provided in the Prior Bond Resolution-

B. District to Make Principal and Interest Payments
oun Prior Bonds and Current Bonds on a Monthly
Basis, iﬁ_Requested by the FmHA, so Long as FmHA
Owns or Insures all of the Prior Bonds and Current
Bondsj—ég_any Bonds of Either Issue.

So long as all of the Prior Bonds and Current Bonds, or any bonds of
either issue, are held or insured by the FmHA, the District shall, if requested
by the FmHA, make payments of amounts equal to the total of the payments
required by subsections (1) and (2) of the preceding Section 403, being the
total of the monthly principal and interest requirements of the Prior Bonds and
Current Bonds, or of either issue, in monthly payments to the FmHA or to the
insured owner of the Prior Bonds and Current Bonds, or to the insured owner of
all of the Bonds of either issue, out of the Sinking Fund; provided further
that at the option of any other owner of all of the Prior Bonds and Current
Bonds, or of either issue, such payments shall similarly be made in monthly
payments to such owmer.

C. Adjustment in Depreciation Fund Deposits.

It is hereby further recognized that in and by Section 6B of the
Prior Bond Resolution, provision was made for the accumulation of a "Depreci-
ation Fund,” and it was provided that from the balance of the funds remaining
after the current Sinking Fund deposit requirements are satisfied, there shall
be set aside and paid in each month, as the next payment from the Revenue Fund,
the sum of $100 in each month, until there has been accumulated in such Depre-
ciation Fund the sum of $12,000, after which no further deposits are required
(by the Prior Bond Resolution) to be made into such Fund except to replace
withdrawals.

Although the Prior Bond Resolution did not require that any increase
or other adjustment be made in the Depreciation Fund upon the issuance of bonds
ranking on a parity with the Prior Bomds, it is hereby determined that it is
deemed advisable and accordingly it 1s hereby ordered, that upon the issuance
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of the Current Bonds, and upon completion of the Construction Project, as
certified by the Engineers and by the FmHA, the sum of $403 (increased from
$100) each month shall be deposited into the Depreciation Fund until there 1is
accumulated in such Depreciation Fund the sum of $48,360 (increased from
$12,000), which amount shall be maintained, and when necessary, restored to
sald sum of $48,360, so long as any of the Prior Bounds and /or Current Bonds are
outstanding and unpaid.

In accordance with the provisions of Section 6B of the Prior Bond
Resolution, and as further security for the bondholders and for the benefit of
the District, it has been and is hereby provided that in addition to the
monthly transfers required to be made from the Revenue Fund into the Depreci-
ation Fund, there shall be deposited into said Depreciation Fund all proceeds
of connection fees collected from potential customers (except the amounts
necessary to pay the actual costs and service connections applicable to said
potential customers) to aid in the financing of the cost of future extensions,
additions, and/or improvements to the System, plus the proceeds of any property
damage insurance (not otherwise used to replace damaged or destroyed property);
and any such amounts or proceeds so deposited shall be used solely and only for
the purposes intended. The term "cash income and revenues” of the System, as
used in Section 402 hereof, means all proceeds of water service rates and
charges, and does not include any of the other cash items enumerated in this
paragraph.

Moneys in the Depreciation Fund may be withdrawn and used by the
District, upon appropriate certification of the Commission, for the purpose of
paying the cost of unusual or extraordinary maintenance, repairs, renewals, and
replacements not included in the annual budget of current expenses and /or of
paying the costs of constructing future extensions, additions, and/or improve-
ments to the System which will either enhance its revenue-producing capacity or
will provide a higher degree of service, and when necessary, for the purpose of
making payments of principal and interest on the Prior Bonds and/or Current
Bonds 1f the moneys on deposit in the Sinking Fund are not sufficient to make
such payments.

All funds in the Sinking Fund and in the Depreciation Fund shall be
deposited in the Depository Bank, or such portion of said amounts omn deposit in
sald respective Funds as is designated by the Commission, shall be invested for
the benefit of such respective Funds in Certificates of Time Deposits or
savings accounts of the Depository Bank, or in U. S. Obligations which may be
converted readily into cash, having a maturity date prior to the date when the
sums invested will be needed for meeting interest and/or principal payments, to
mature or be called, provided that to the extent that any amount of the Dis-
trict on deposit in the Depository Bank shall cause the total deposits of the
District in said bank to exceed the amount insured by the FDIC, such excess
amount shall be contimuously secured by a valid pledge of U. S. Obligationms,
having an equivalent market value, in conformity with KRS 66.480. Investments
in Certificates of Time Deposit may be made only if a separate FmHA Form 402-4
Agreement is executed, if the FmHA has purchased any of the Bonds. Any.such
investments will be a part of the respective Funds from which the proceeds
invested are derived, and income from such investments will be credited to such
respective Funds. All investments of funds derived from proceeds of the Bonds
shall be subject to the applicable limitations set out in Section 303 hereof.
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D. Operation and Maintenance Fund.

There shall next be transferred monthly from the Revenue Fund, as
and when revenues of the System are available in said Revenue Fund, and
deposited into the Operation and Maintenance Fund created in Section 6C of the
Prior Bond Resolution, sums sufficient to meet the current expenses of oper-
ating and maintaining the System. The balance maintained in said Fund shall
not be in excess of the amount required to cover anticipated expenditures for a
two-month period pursuant to the annual budget.

E. Excess Funds.

Subject to the provisions for the disposition of the income and
revenues of the System in subections A, C, and D above, which provisions are
cunulative, and after paying or providing for the payment of debt service on
any subordinate obligations, there shall be transferred within sixty days after
the end of each fiscal year, to the Sinking Fund, the balance of excess funds
in the Revenue Fund on such date, to be applied to the maximum extent feasible,
to the prompt purchase or redemption of outstanding Prior Bonds, Current Bounds,
and/or any additional Parity Bonds.

ARTICLE 5.
COVENANTS OF DISTRICT TO BONDOWNERS.

So long as any of the Current Bonds are outstanding and unpaid, the
District covenants as follows:

Section 501. Rates and Charges.

The rates and charges for all services and facilities rendered by
the System shall be reasonable and just, taking into account and consideration
the cost and value of the System (including all extensions, additions, and
improvements thereto), the cost of maintaining, repairing, and operating the
same, and the amounts necessary for the payment of principal of and interest on
all bonds outstanding against the System, and there shall be charged such rates
and charges as shall be adequate to meet the requirements of this and ARTICLE 4
hereof .

The District covenants that it will not reduce the rates and charges
for the services rendered by the System without first filing with the Secretary
a certification of an Independent Consulting Engineer, as defined herein, that
the annual net revenues (defined as gross revenues less current expenses) of
the then existing System for the fiscal year preceding the year in which such
reduction is proposed, as such annual net revenues are adjusted, after taking
into account the projected reduction in "annual net revenues” anticipated to
result from any such proposed rate decrease, are equal to not less than 120% of
the average annual debt service requirements for principal and interest on all
of the then Outstanding Bonds payable from the revenues of the System, calcu-
lated in the manner specified in Section 603 hereof.
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Section 502. Books and Accounts.

If and to the extent not now fully required by the Prior Bond
Resolution, the District shall install and maintain proper records and accounts
relating to the operation of the System and its financial affairs; and the
owners of any of the Prior Bonds or of the Current Bonds, or their authorized
representatives, shall have the right at all reasonable times to inspect the
facilities of the System and all records, accounts, and data relating thereto.
An annual audit on a fiscal year basis shall be made of the books and accounts
pertinent to the System by a Certified Public Accountant licensed in Kentucky.
No later than sixty days after the close of each fiscal year, copies of such
audit reports certified by such Accountant shall be promptly mailed to the
Government without request, so long as the Government is the owner of any of
the Current Bonds, and to any bondowner that may have made a written request
for same. Monthly operating reports shall be furnished to the FmHA and to any
bondowner requesting same, whenever and so long as the District is delinquent
in any of the covenants set out herein. Quarterly operating reports shall be
furnished to such parties at all other times.

Section 503. System to Continue to be Operated
on Fiscal Year Basis.

While any of the Prior Bonds, the Current Bonds, and any parity
bonds are outstanding and unpaid and to the extent not now prohibited by law,
the System shall continue to be operated and maintained on a fiscal year basis
commencing on July 1 of each year and ending on June 30 of the succeeding year,
which period shall also constitute the budget year (the "fiscal year”) for the
operation and maintenance of the System. Not later than 60 days after the
beginning of each fiscal year, beginning immediately after the issuance of the
Current Bonds, the District and the Commission agree to cause to be prepared a
detailed statement of income and expenditures for the past year, a current
financial statement and a "Proposed Annual Budget of Current Expenses” of the
System for the then ensuing fiscal year, itemized on the basis of monthly
requirements. A copy of said "Proposed Annual Budget of Currerit Expenses”
shall be mailed to any bondowner who may request in writing a copy of such
Budget, and to the Govermment without request if the Govermment is the holder
of any of the Current Bonds.

Current expenses shall include all reasonable and necessary expenses
of operating, repairing, maintaining, and insuring the System, but shall ex—
clude depreciation, payments into the Sinking Fund, the Reserve Fund, and the
Depreciation Fund. The District covenants that the Current Expenses incurred
in any year will not exceed the reasonable and necessary amounts therefor, and
that the District will not expend any amount or incur any obligation for
operation or maintenance and repailr in excess of the amounts provided for
Current Expenses in the Annual Budget, except upon resolution by the District
that such expenses are necessary to operate and maintain the System. At the
same time and in like manner, the District shall prepare an estimate of gross
revenues to be derived from the operation of the System for said fiscal year,
and, to the extent that said gross revenues are insufficient (a) to pay debt
service requirements on all outstanding bonds during the ensuing fiscal year,
(b) to accumulate and maintain all required reserves enumerated herein, and
(¢) to pay Current Expenses, the District shall revise the rates and charges
sufficiently to provide the funds required.
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If the owners of at least 50% in amount of the outstanding Prior

Bonds and Current Bonds, or the Government so long as it is the holder of any
of said Bonds, so request, the Commission shall hold an open hearing not later
than thirty days before the beginning of the ensuing fiscal year, at which time
any bondowner may appear by agent or attorney and may file written objections
to such proposed budget. Notice of the time and place of such hearing shall be
mailed at least 15 days prior to the hearing to each registered bondowner and
to the Government.

The District and its Commission covenant that annually before the
first day of July, the annual budget of current expenses for the then current
fiscal year will be adopted substantially in accordance with the preliminary or
proposed annual budget, and that no expenditures for operation and maintenance
expenses of the System in excess of the budgeted amount shall be made during
such fiscal year unless directed by said District by a specific resolution duly
adopted.

Section 504. General Covenants.

The District through its Commission hereby covenants and agrees with
the owners of the Current Bonds that: '

(1) It will faithfully and punctually perform all duties with
reference to the System required by the Constitution and laws
of the Commonwealth of Kentucky;

(2) It will make and collect reasonable and sufficient rates and
charges for services and facilities rendered by the System;

(3) It will segregate the revenues and income from the System and
make application thereof consistent with and as provided by
this Resolution; .

(4) Unless the written consent of the owners of a majority in
amount of the outstanding Current Bonds plus all of the
outstanding Prior Bonds, has been obtained, the District agrees
not to sell, lease, mortgage, or in any manner dispose of any
integral part of the System, including any and all appurte-
nances thereto and extensions, additions, and/or improvements
that may be made thereto, until all of the Prior Bonds and all
of the Current Bonds shall have been paid or provided for in
full, as provided herein, subject to the provisions of Section
605 hereof;

(5) It will maintain in good condition and continuously operate the
System and appurtenances thereto and will charge such rates and
charges for the services rendered thereby so that the gross
income and revenues will be sufficient at all times to pay the
interest on and principal of the Prior Bonds, the Current
Bonds, and any additional Parity Bonds, as same become due, to
pay the cost of operating and maintaining the System, and to
provide for an adequate depreciation account;
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(6) It will carry and maintain insurance on properties of the
System subject to loss or damage in amounts and against hazards
substantially in accordance with the practices of other
districts, cities, or corporations which own and maintain
waterworks systems under similar conditions; and so long as the
Government is the holder of any of the Bonds, the Government
will be listed as co-beneficiary on any such policy; and the
District shall further comply with the insurance requirements
of Section 506 hereof (involving insurance on motors, tanks,
and structures).

Section 505. Other Covenants Applicable So Long as FmHA
Holds Any Bonds; Loan Resolution.

So long as the FmHA shall hold any of the Current Bonds, the
District shall comply with such FmHA regulations, requirements, and requests as
shall be made by the FmHA, including the furnishing of operating and other
financial statements, in such form and substance and for such periods as may be
requested by the FmHA, the carrying of insurance of such types and in such
amounts as the FmHA may specify, with insurance carriers acceptable to the
FmHA, and compliance with all of the terms and conditions of the Loan Resolu-
tion (FmHA Form 442-47) adopted and executed by the District, which is hereby
authorized, approved, ratified, and confirmed. -

Section 506. Insurance on Motors, Tanks, and Structures.

If and to the extent not now fully required by the Prior Bomd
Resolution, the District shall (a) immediately after the adoption of this
Resolution, and (b) at the time of final acceptance of the Construction Project
from the contractor(s), insure all electric motors, elevated water storage
tanks, pumping stations, and major structures of the System, in an amount
recommended by the District's Engineers and approved by the FmHA, so long as
the FmHA is the holder of any of the Current Bonds, for the hazards usually
covered in such area, and shall similarly insure same in an amount recommended
by the District's Engineers, without the necessity of approval by the FmHA if
and whenever the District has bonds outstanding against the System and none of
such bonds are owned by the FmHA.
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ARTICLE 6.

INFERIOR BONDS AND PARITY BONDS; CONSENT OF FmHA
REQUIRED IF FmHA PURCHASES CURRENT BONDS.

Section 601l. Inferior Bonds.

Except as provided below in this Section, the District shall not, so
long as any of the Prior Bonds and/or Current Bonds (and any bonds ranking on a
parity) are outstanding, issue any additional bonds payable from the revenues
of the System unless the security and/or pledge of the revenues and statutory
mortgage lien to secure such additional bonds is/are made inferior and subordi-
nate in all respects to the security of the Current Bonds and any Parity Bonds.

The District expressly reserves the right at any time or times to
issue its bonds or other obligations payable from the revenues of the System
and not ranking on a basis of equality with the Current Bonds, without any
proof of previous earnings or net revenues, provided that the consent of the
FmHA must be obtained prior to the issuance of any inferior bonds so long as
the FmHA holds any of the Prior Bonds, the Current Bonds, or any Parity Bonds,
and provided further that (after the initial completion of the Comstruction
Project) such inferior bonds may be issued only for the purpose of providing
for future extensions, additions, and/or improvements to the System, and only
in express recognition of the priorities, liens, and rights created and
existing for the security, source of payment, and protection of the Prior
Bonds, the Current Bonds, and any Parity Bonds; provided further, that nothing
in this section is intended to restrict or shall be construed as a restriction
upon, the ordinary refunding of the Prior Bonds, the Current Bonds, and any
other Parity Bonds.

Section 602. Parity Bonds to Complete the Construction Project.

The District hereby certifies, covenants, and agrees that in the
event that the cost of completion of the comstruction of the Comstruction
Project, as hereinbefore described, shall exceed the moneys available to the
District from any and all sources, the District shall have the right, if
necessary, to provide for such excess, and only such excess, through the
issuance of Parity Bonds, provided the District has obtained a certification
from the Engineers to the effect that it is necessary to issue the desired
amount of additional Parity Bonds in order to enable the District to pay the
cost (not otherwise provided) of the completion of the Comstruction Project,
and provided the District has complied with the provisions of Section 603 below
or has obtained:

(a) consent of the Govermment (the FmHA), and

(b) the consent of (1) the FmHA if it is the purchaser of the
Current Bonds, or (2) the owners of at least seventy-five
percent (75%) in principal amount of the Current Bonds if the
Current Bonds have been issued, sold, and delivered and are
held by owners other than the FmHA.
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Section 603. Parity Bonds to Finance Future Extensions,
Additions, and/or Improvements; Conditions
or Showings Required.

The District further reserves the right to add new waterworks
facilities and/or to finance future extensions, additions, and/or improvements
to the System by the issuance of one or more additional series of bonds to be
secured by a parity lien on and ratably payable on a parity with the Prior
Bonds and the Current Bonds, from the revenues of the System, and also secured
by a parity statutory mortgage lien on the Systenm, provided:

(a) The facility or facilities to be constructed from the
proceeds of the additional Parity Bomnds 1is or are made a part of the
System and its or their revenues are pledged as additional security
for the additional Parity Bonds and for the outstanding Prior Bonds
and Current Bonds.

(b) The District is in compliance with all covenants and
undertakings in connection with all of the bonds then outstanding
and payable from the revenues of the System or any part thereof.

(¢) The annual net revenues (defined as gross revenues less
essential operation and maintenance expenses), of the then existing
System for the fiscal year preceding the year in which such Parity
Bonds are to be issued, adjusted as hereinafter provided, shall
equal at least one hundred twenty percent (120%) of the average
annual debt service requirements for principal and interest on all
outstanding bonds payable from the revenues of the System, including
such requirements of the Prior Bonds, the Current Bonds, any Parity
Bonds then outstanding, plus the anticipated debt service require~
ments of any Parity Bonds then proposed to be issued. The calcu-
lation of average annual debt service requirements of principal and
interest on the additional bonds to be issued shall, regardless of
whether such additional bonds are to be serial or term bonds, be
determined on the basis of the principal of and interest on such
Parity Bonds being payable in approximately equal annual install-
ments.

(d) The "annual net revenues” referred to above may be
adjusted for the purpose of the foregoing computations to reflect:

(1) any revisions in the schedule of rates or charges
being imposed at the time of the issuance of any such
additional Parity Bonds, and

(2) any increase in the "annual net revenues” to be
realized from the proposed extensions, additious, and/or
improvements being financed (in whole or in part) by such
additional Parity Bonds;

provided all such adjustments shall be based upon -and included in a .

certification of an Independent Consulting Engineer, as defined
herein.
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ARTICLE 7.
DEFAULT, CONSEQUENCES.

Section 701. Events of Default.

The following items shall constitute an "event of default” on the
part of the District:

(a) The failure to pay principal of the Current Bonds or the Prior
Bonds as and when same shall become due and payable, either at
maturity or by proceedings for redemption.

(b) The failure to pay any installment of interest on the Current
Bonds or the Prior Bonds when the same shall become due and
payable or within 30 days thereafter.

(c) The default by the District in the due or punctual performance
of any of the covenants, conditions, agreements, and provisions
contained in the Current Bonds, the Prior Bonds, or in this
Resolution.

(d) The failure to promptly repair, replace, or reconstruct facil-
ities of the System that have been damaged and/or destroyed.

(e) The entering of any order or decree with the consent or the
acquiescence of the District, appointing a Receiver of all or
any part of the System or any revenues thereof; or if such
order or decree shall be entered without the acquiescence or
consent of the District, its failure to have the order vacated,
discharged, or stayed on appeal within 60 days after entry.

Section 702. Consequences of Act of Default.

*Any owner of the Current Bonds may enforce and compel the perform—
ance of all duties and obligations of the District set forth herein. Upon the
occurrence of an event of default, then upon the filing of a suit by any owner
of said Bonds, any court having jurisdiction of the action may appoint a
Receiver to administer said System on behalf of the District with power to
charge and collect rates sufficient to provide for the payment of operating and
maintenance expenses and for the payment of principal of and interest on the
Prior Bonds and the Current Bonds, and to provide and apply the income and
revenues in conformity with this Resolution and with the laws of the Common-
wealth of Kentucky.

The District hereby agrees to transfer to any bona fide Receiver or
other subsequent operator of the System, pursuant to any valid court order in a
proceeding brought to enforce collection or payment of the District's obliga-
tions, all contracts and other rights of the District pertaining to the System,
conditionally, for such time only as such Receiver or operator shall operate by
authority of the Court. Upon the occurrence of an event of default, the holder
or owner of any of the Prior Bonds or the Current Bonds may require the govern—
ing body of the District by injunction to raise the rates a reasonable amount,
consistent with the requirements of this Resolution.
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ARTICLE 8.

CONTRACTUAL PROVISIONS; GRANT APPROVAL;
AND MISCELLANEOUS PROVISIONS

Section 801. This Resolution Contractual with Bondowners.

The provisions of this Resolution constitute a contract between the
District and its Commission and the owners of the Current Bonds as may be
outstanding from time to time; and after the issuance of any of said Bonds, no
change, alteration, or variation of any kind of the provisions of this Resolu-
tion shall be made in any manner which will affect an owner's rights except as
herein provided or except with the written comsent of all bondowners until such
time as all of the Current Bonds and the interest thereon have been paid in
full or fully provided for; provided that the governing body of the District
may adopt any Resolution for any purpose not inconsistent with the terms of
this Resolution and which shall not impair the security of the owners of the
Current Bonds, and/or for the purpose of curing any ambiguity, or of curing,
correcting, or supplementing any defective or inconsistent provisions contained
herein or in any resolution or other proceedings pertaining hereto; and pro-
vided further, that the owners of eighty percent (80%Z) in principal amount of
the Current Bonds at any time outstanding shall have the right to consent to,
and approve the adoption of resolutions or other proceedings, modifying, or
amending any of the terms or provisions contained in this Resolution, subject
to the conditions that (a) this Resolution shall not be so modified in any
manner that may adversely affect the rights of the owners of any of the Prior
Bonds, nor in any manner that may adversely affect the rights of any certain
owners of the Prior Bonds and Current Bonds without similarly affecting the
rights of all owners of such Bonds (and any Parity Bonds) then outstanding, or
to reduce the percentage of the number of owners whose comsent is required to
ef fect a further modification; and (b) no such change may be effected without
the consent of the FmHA so long as the FmHA owns any of the Outstanding Bonds.

Section 802. All Current Bonds are Equal.

The Current Bonds ‘authorized herein shall not be entitled to
priority one over the other in the application of the income and revenues of
the System, or with respect to the security for their payment, regardless of
the time or times of their issuance, it being the intention that there shall be
no priority among any of the Current Bonds regardless of the fact that they may
be actually issued and delivered at different times.

Section 803. District Obligated to Refund Current Bonds
Held by Government Whenever Same is Feasible;
Defeasement Prohibited.

So long as the Government is the owner of any of the Current Bonds,
if it appears to the Govermment that the District is able to refund such Bonds
in whole or in part, by obtaining a loan for such purposes from responsible
cooperative or private credit sources, or to sell bonds of the District in the
open market, at reasonable rates and terms, for loans or bond issues for
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similar purposes and periods of time, the District will, upon request of the
Government, obtain such loan and/or issue such bonds in sufficient amount to
repay the Government, and will take all such action as may be required in
connection with such loan.

Also, so long as the Government is the owner of any of the Current
Bonds, the District shall not issue any bonds or other obligations for the
purpose of defeasing or otherwise terminating the lien of the Current Bonds
without immediately prepaying all of the then outstanding Current Bonds.

Section 804. Approval and Acceptance of FmHA Grant Agreement.

As set out in Section 105 hereof, the FmHA has agreed to make a
grant to the District in the amount of $250,000 to supplement the proceeds of
the Current Bonds in order to provide the total cost of the Construction
Project, and in that connection the FmHA has requested the District to approve,
accept, and execute a certain Grant Agreement setting out the terms and
conditions upon which said grant will be made. Said Grant Agreement (FmHA Form
1942-31) is hereby approved, and the Chairman and the Secretary are authorized
to execute said Grant Agreement on behalf of the District. The Chairman and
Secretary are also authorized on behalf of the District to accept any and all
other grants offered to the District in connection with the Construction
Project and to execute any and all Grant Agreements and any other documents as
may be. requested by such agency in connection with grant(s) which have been
and/or which may hereafter be approved for such Project, and/or any other
agency which approves a grant to the District, with reference thereto.

Section 805. Alternate Statutory Authority.

If it shall ever be held that the District did not have the
authority to issue said Bonds and/or to construct the Construction Project
under the provisions of Chapter 106, then this Resolution shall be deemed to
have been authorized under the provisions of KRS 74.370 and KRS 96.350 through
96,510, inclusive, with said Bonds being secured by a statutory mortgage lien
as provided in KRS 96.400.

Section 806. Authorization, Ratification, and Confirmation of
Approval and Execution of Various Documents, including
Legal Services Agreements of Bond Counsel and Local
Counsel; Agreement for Engineering Services; Letter of
Intent to Meet Conditions of Letter of Conditions of
FmHA; and Loan Resolution.

The Board of Commissioners of the District hereby authorizes,
approves, ratifies, and confirms the previous action of the officers of the
District in approving and executing various documents related to the financing
of the Project, including the following:

(a) Legal Services Agreement with the firm of Rubin & Hays as Bond
Counsel.

~

(b) Legal Services Agreement with the firm of Stanley and Bertram
as Local Counsel.
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(c) Letter of Intent to Meet Conditions of FmHA Letter of
Conditions (FmHA Form 442-46).

(d) Loan Resolution (FmHA From 442-47).

(e) Agreement for Engineering Services with Kenco Associates, Inc.,
as Engineers for the Project.

Section 807. Authorization of Condemnation to Acquire
Easements and/or Sites.

In the event that (a) any necessary deeds of easement to allow water
line construction over the property of any property owner or (b) any necessary
deed to the necessary site of any water facility of the Project shall not be
obtained through negotiation within 10 days after the date of adoption of this
Resolution and in the event that (1) such water lines cannot be located within
the right—of-way of the State and/or County road involved, and/or (2) such
water facilities cannot be located on a site already owned by the District,
Local Counsel employed by the District is hereby authorized and directed to
file condemation actions to obtain such necessary rights—of-way and/or sites
forthwith, without further authorization or direction from this Commission.
Local Counsel is further directed to follow the same condemnation procedure in
the event that it becomes necessary, through change orders, line extensions,
and/or errors in the location of property lines and/or property owners, to
obtain additional easements, rights—of-way, and/or sites for completion of the
Project and whenever the necessary deed is not obtained by negotiation at least
10 days prior to the date on which construction is contemplated in the respec—
tive easement, right—of-way, and/or site.

The District further approves the payment from the funds available
therefor (proceeds of Bonds, grant, and other funds) allocated to the costs of
the Project to pay any judgment, award, or compromise, determined by Local
Counsel with the acquiescence of this Commission, toward the costs of such
easements, rights~of-way, and/or sites, provided, in each instance, that the
payment of such funds to satisfy any judgment, award, or compromise must first
be approved by the FmHA; and this Commission further determines that if and to
whatever extent the funds available from the proceeds of the Bonds, grant, and
other supplemental funds, shall be inadequate to pay any judgment, award, or
compromise amount for such easements, rights-of-way, and/or sites, or if the
District 1s unable to obtain the approval of the FmHA for any such payment,
this Commission shall make such additional amount available from all other
available District resources.

-39 -



ARTICLE 9.

SALE OF BONDS.

Section 901. Sale gf_Bonds.

The Current Bonds shall be offered publicly for sale upon the basis
of sealed, competitive bids at such time as the Commission shall designate-.

A suggested form of "Notice of Bond Sale”, a suggested form of
"0fficial Notice of Sale of Bonds", and a suggested form of "Bid Form", having
been prepared in advance by Rubin & Hays, Municipal Bond Attorneys, Loulsville,
Kentucky, and a suggested form of Statement of Essential Facts having been
prepared in advance by Kenco Associates, Inc., Ashland, Kentucky, and all of
such documents having beenn found to be in satisfactory form, the same are
hereby approved, and a copy of each is hereby ordered to be filed in the
records of the Secretary with the Minutes of the meeting at which this Resolu-
tion is adopted. The Notice of Bond Sale shall be signed by the Secretary and
may be used for the purpose of publishing notice of the sale of the Bonds.
Copies of such documents shall be furnished to any interested parties who may
request same.

In the event that there 1s no bid or that all bids are rejected, the
District may readvertise the sale pursuant to this Resolution.

Section 902. Possible Adjustment in Date of Current Bonds,
Maturities, Prepayment Provisions, and Other Dates,
with Consent of Purchaser if Delivery is Delayed.

In the event that delivery of the Current Bonds authorized herein is
delayed for any reason until after January 1, 1988 (or after Janmuary 1, 1989),
the name of the Bonds may, pursuant to Resolution adopted by the Commission
with the written consent of the purchaser of the Bonds, be changed to
"Garrison~Quincy-KY-0-Heights Water District Waterworks Revenue Bonds of 1988"
(or "Bonds of 1989"), with maturities, the applicable prepayment date, and all
other dates being adjusted accordingly.
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ARTICLE 10.
CONCLUDING PROVISIONS

Section 1001. Covenant of District to Take All Action Necessary
To Assure Compliance with the Internal Revenue Code.

In order to assure the purchaser (and any subsequent owner) of the
Current Bonds that such Bonds shall continue to be legal and that interest
thereon will continue to be exempt from all Federal and Kentucky income
taxation, the District covenants to and with the owners of the Bonds to take
the following action:

(a) The District hereby designates the Bonds as "qualified tax-
exempt obligations” within the meaning of Section 265(b)(3) of the Code, and
the District hereby certifies that it does not reasonably anticipate that the
total principal amount of qualified tax—exempt obligations which the District,
or any subordinate entity of the District, will issue during the calendar year
in which the Bonds are issued, will exceed $10,000,000.

(b) The District covenants and agrees to comply with the rebate
requirements on certain excess earnings imposed by Section 148(f)(4)(C) of the
Code, and in the event it is determined by the District, upon the advice of
nationally recognized Bond Counsel, that the Construction Fund, or any other
Fund established hereunder, does in fact generate earnings from "non-purpose
jnvestments”™ in excess of the amount which said lnvestments would have earned
at a rate equal to the "yield" on the Bonds, plus any income attributable to
such excess, there shall be established a separate and special Fund with the
Depository Bank, which Fund shall be designated the "Excess Earnings and Rebate
Fund", which shall be utilized for the collection and payment of any excess
generated from investments and the remittance thereof to the United States omn
or before the anniversary of the fifth year from the date of the Bonds, and
once every five years thereafter until the final retirement of the Bonds; the
last installment, to the extent required, to be made no later than sixty days
following the date on which funds sufficient for the complete retirement of the
Bonds are deposited with the Depository Bank. The District further covenants
to file any and all reports, if any, as may be required to be filed with the
United States Government with regard to the liability or non-liability of the
District as to any such rebate requirements and to maintain records in regard
thereto for the period of time required by applicable Treasury Regulations.

Section 1002. Severability Clause.

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 of this Resolution.

Section 1003. All Provisions in Conflict Repealed.

All motions, resolutions, and orders, or parts thereof, in conflict
with the provisions of this Resolution, are to the extent of such conflict
hereby repealed. It is hereby specifically ordered and provided that any
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proceedings heretofore taken for the issuance of other Bonds of the District
payable or secured in any manner by all or any part of the income and revenues
of said System or any part thereof, and which have not been heretofore issued
and delivered, are hereby revoked and rescinded, and none of such other bonds
shall be issued and delivered. If part hereof is invalid, the remainder shall
continue in effect. The District covenants to repeat any required procedure
previously taken invalidly.

Section 1004. Effective Ten Days From Adoption.

This Resolution shall take effect and be effective ten days after
its adoption in order to enable Notice of the adoption hereof to be published
pursuant to KRS 106.250.

Adopted this April 22, 1987.

P O 1

(Seal of District) Chairman 4747
Attest:
Q,am.. M N
Secretary &
CERTIFICATION

I, JAMES G. VERGNE, hereby certify that 1 am the duly qualified and
acting Secretary of the Garrison—-Quincy-KY-O-Heights Water District of Lewis
County, Rentucky, and that the foregoing Resolution is a true copy of a Resolu-
tion duly adopted by the Board of Commissioners of said District, signed by the
Chairman of said District and attested under Seal by me as Secretary, at a
properly convened meeting of said Board of Commissioners held on April 22,
1987, as shown by the official records of said District in my custody and under
my control.

I further certify that said meeting was duly held in accordance with
all applicable requirements of Kentucky law, including KRS 61.810, 61.815,,
61.820, and 61.825, that a quorum was present at said meeting, that said Reso-
 lution has not been modified, amended, revoked, or repealed, and that same is
now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature as Secretary and the
official Seal of the District this April 22, 1987.

(x_aszkif /‘j-- (zfﬁLLﬁ/w\l,

Secretary é7 .

(Seal of District)
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Attachment No. 8b



BOND RESOLUTION

GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT

AUTHORIZING

GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT
WATERWORKS REVENUE BONDS, SERIES 1996

IN THE AMOUNT OF

$295,000
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BOND RESOLUTION

RESOLUTION OF THE GARRISON-QUINCY-KY-O-HEIGHTS WATER
DISTRICT OF LEWIS COUNTY, KENTUCKY, AUTHORIZING AND
PROVIDING FOR THE ISSUANCE AND SALE OF $295,000 PRINCIPAL
AMOUNT OF GARRISON-QUINCY-KY-0O-HEIGHTS WATER DISTRICT
WATERWORKS REVENUE BONDS, SERIES 199 FOR THE PURPOSE
OF FINANCING THE COST (NOT OTHERWISE PROVIDED) OF THE
CONSTRUCTION OF EXTENSIONS, ADDITIONS AND IMPROVEMENTS
TO THE EXISTING WATERWORKS SYSTEM OF SAID DISTRICT;
SETTING FORTH TERMS AND CONDITIONS UPON WHICH SAID
BONDS MAY BE ISSUED AND OUTSTANDING; PROVIDING FOR THE
COLLECTION, SEGREGATION AND DISTRIBUTION OF THE REV-
ENUES OF SAID WATERWORKS SYSTEM: AND PFROVIDING FOR AN
ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS.

WHEREAS, the waterworks system (the "System”) of the Garrison-Quincy-Ky-O-Heights
Water District (the "District”) is owned and operated by said District pursuant to Chapters 58 and
74 of the Kenmucky Revised Statutes (the "Act”), and

WHEREAS, the District presenty has outstanding certain Fﬁmﬂnndsfuhminl_.ftﬂ
defined), which Prior Bonds are payable from and secured by a pledge of the revenues denived
from the operation of the System, and

WHEREAS, ail of the Prior Bonds presently outstanding are current as to payment of both
principal and interest, and for the security of which a certain Sinking Fund and certain reserves
are being maintained in the manner and by the means prescribed in the Prior Bond Resolution
{as heremnafter defined) of the District, authorizing the Prior Bonds, and

WHEREAS, it is the desire and intent of the District at this time to authorize and provide
for the issuance of revenue bonds in the principal amount of $295,000 (the “Current Bonds™), for
the purpose of financing the cost (not otherwise provided) of the construction of extensions,
additions and improvements to the System of the District, in accordance with plans and
specifications prepared by Haworth, Meyer & Boleyn, Ine. and to prescribe the covenants of the
District, the rights of Bondowners and the details of the issuance and sale of the proposed
Current Bonds, and

WHEREAS, the District desires and intends that the Current Bonds be issued 50 as
rank on a parity basis with the Prior Bonds, and

WHEREAS, the Prior Bonds were issued o and are now held by the Rural Economic and
Community Development of the Department of Agriculture of the United States of America (the
"RECD"), and



WHEREAS, the RECD, as the Owner of the Prior Bonds, has consentad to the issuance
by the District of the Current Bonds, and

WHEREAS, the Public Service Commission of Kentucky has granted to the District a
Certificate of Public Convenience and Necessity, authorizing the construction of said extensions,
additions and improvements, and

WHEREAS, the proceeds of the Current Bonds will be supplemented by Grant Proceeds
(as hereinafier defined) in the amount of approximately $515,000, and by connection charges in
the amount of at least $49.000, to provide the total cost of such construction,

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE GARRISON-QUINCY-KY-0O-HEIGHTS WATER DISTRICT OF

LEWIS COUNTY, KENTUCKY, AS FOLLOWS:



ARTICLE 1. DEFINITIONS; PURPOSE: AUTHORIZATION OF BONDS;
SECURITY.

Section 101. Definitions. As used in this Resolution, unfess the comtext requires
otherwise:;

"Act" refers to Chaprers 58 and 74 of the Kentucky Revised Statutes.

"ARC Grant" refers to the Appalachian Regional Commission grant described in
Section 805 of this Resolution.

"Beginning Month" refers to the month following the month in which the Current Bonds
authorized herein are issued, sold and delivered to the Purchaser thereof.

"Bond Counsel" refers to an attorney or firm of aftorneys recognized nationally as experts
in the field of municipal bond law and shall be deemed to refer to Rubin Hays & Foley,
Louisville, Kentucky, or their successors.

"Bondowner” or "Owner" refer to registered Owners of the Current Bonds at the time
issued and outstanding hereunder.

“Bonds™ collectively refers to the outstanding Current Bonds, Prior Bonds and the Parity
Bonds.

"Bonds of 1966 ot "Series 1966 Bonds” refer to the outstanding Garmison-Quincy-Ky-O-
Heights Water District Waterworks System Revenue Bonds, dated November 13, 1966, in the
original authorized principal amount of $§240,000.

“Bonds of 1987 " or "Series {987 Bonds" refer to the outstanding Eanisnn-t}mcy-]i?}rwﬂ-
Heights Water District Waterworks Revenue Bonds of 1987, dated February 23, 1988, in the
original authorized principal amount of $300,000.

"Bond Resolution of 1966" or "1966 Aond Resolution” refer to the Resolution authorizing
the Bonds of 1966, duly adopted by the Board of Commissioners of the District on February 8,
1966,

"Bond Resolution of 1987" ar "1987 Bond Resolution” refer 1o the Resolution authorizing
the Bonds of 1987, duly adopted by the Board of Commussioners of the District on Aprl 22,
1987.

"Chairman” refers to the elected or appointed Chairman or Chairperson of the
Commussion.

"ade" tefers to the Internal Revenue Code of 1986, as amended, and the Treasury
Regulations relating thereto.



"Commission" I'-:fEI'E- 10 the Board of Commissioners of the District, or such other body
as shall be the governing body of said District under the laws of Kentucky at any given tme.

"Construction Account” refers to the Gamison-Quincy-Ky-O-Heights Water District
Construction Account, created in Section 301(B) of this Current Bond Resolution.

"Contraciors” refers to the general contractors who have been employed by the District
to constuct the Project

"Current Bond Resolution” or "Resolution” refer to this Resolution authorizing the Current
Bonds.

"Current Bonds" refers to the §295,000 of Garrison-Cuincy-Ky-0O-Heights Water Distnict
Waterworks Revenue Bonds, Series 1996 authorized by this Resolution, to be dated as of the date
of issuance thereof.

“Diepasitory Bank" refers to the bank, which shall be a member of the FDIC, which bank
is Citizens Deposit Bank & Trust, Garrison, Kentucky, or its successor.

“Depreciation Fund" refers to the Garmison-Quincy-Ky-O-Heights Water District
Depreciation Fund, described in Section 402 of this Resolution.

"District” refers to the Garrson-Quinev-Ky-0-Heights Water District of Lewis County,
Kentucky.

“Engineers” refers to the Engineers or any one of them, who prepared the plans and
specifications for the construction of the Project and who will supervise the construction thereof
and/or will firnish full time Tesident inspection of the construction of the Project, and shall be
deemed to refer to Haworth, Meyer & Boleyn, Inc,, or 8 member of said firm, or their successors.

“Event of Default" refers to one or more of the Events of Default set forth in Section 701
of this Resolution.

"EDJC™ refers to the Federal Deposit Insurance Corporation, or its successors.

"Fiscal Year" refers to the annual accounting period of the District, begmning on January
1 and ending on December 31 of each year.

"Funds" tefers to the Construction Account, the Revenue Fund, the Sinking Fund, the
Depreciation Fund and the Operation and Maintenance Fund.

“Government” refers to the United States of America, or any agency thereof, including
the RECD.

“Grant Proceeds” tefers to the proceeds of the RECD Grant and the ARC Grant.



. "fndfpmdem Consulting Engineer” refers to a consulting engineer or a firm of consulting
engineers of recognized excellent reputation in the field of waterworks system enginesning, and
such definition includes the Engineers named above.

"Interim Lender” refers to Kentucky Rural Water Finance Corporation, Bowling Green,
Kentucky, its successors or assigns; or any other financal insttution or govemnmental agency
approved by the District,

"Local Counsel” refers to Stanley and Bertram, P.5.C., Vanceburg, Kentucky, or any other
attorney or firm of attomeys designated by the District.

"Multiple Advances® refers to the advance of loan funds from the RECD as described in
Section 302 of this Resolution.

"Note" refers to a single note or any number of notes, in such form as may be prescribed
by the Interim Lender, including any revenue bond anticipation notes issued pursuant to Chapter
58 of the Kenmucky Revised Stamutes, including any renswal or extensions of the Note, issued by
the District evidencing the interim financing for the Project as preseribed in Section 302 of this
Resolution.

“Operation and Maintenance Fund" refers to the Garrison-Quincy-Ky-0-Heights Water
District Operation and Maintenance Fund described in Section 401 of this Resoluton.

"Outstanding Bonds" refers to the outstanding Bonds, and does not refer 1o, nor include,
any Bonds for the payment of the principal and interest of which sufficient funds will have been
deposited and earmarked for payment of Bonds; provided all Outstanding Bonds of any series
held by the RECD shall be deemed to constitute Outstanding Bonds until paid regardless of the
deposit of funds to pay for same.

"Parity Bonds" refers to bonds which may be issued in the fumre which, pursuant to this
Resolution, rank on a basis of parity with the outstanding Bonds, as to priority, security and
source of payment, and does not refer to bonds which might be issued so as to rank inferior to
the security and source of payment of the outstanding Bonds.

“Prigr Bonds" refers collectively to the Series 1966 Bonds and the Series 1987 Bonds.

"Prigr Bond Resolution® refers collectively to the 1966 Bond Resolution and the 1987
Bond Resolution.

“Project” refers specifically to the construction of the cumently propesed extensions,
additions and improvements to the System of the Dismict, which Project is being financed by the
Current Bonds and by other funds.

"Pyurchaser” refers to the agency, person, firm or firms, or their successors, © whom the
Current Bonds herein authorized are awarded at the public sale of the Current Bonds.



"RECD" refers to the Rural Economic and Community Development of the Department
of Agriculture of the United States of Amernica. K

"RECD (rrant” refers wo the RECD grant described in Section 804 of this Resolution.

"Required Signatures” refers to the signatures necessary to be obmined with reference w
the approval of the expenditures to be made from the Construction Account, which required
signatures shall consist of the signatures of (1) the Chairman; (2) the Engineers; and (3) the
Purchaser; provided, however, any expenditures for issuance and administrative costs and the
costs of any equipment which is not permanently affixed to the real estate shall not require the
signature or the approval of the Engmeers.

"Revenue Fund" refers to the Gamison-Quincy-Ky-O-Heights Water District Water
Revenue Fund, described in Section 401 of this Resolution.

"Secretary” refers to the elected or appointed Secretary of the Commission,

“Sinking Fund" refers to the Garrison-Quincy-Ky-0O-Heights Water District Waterworks
Bond and Interest Sinking Fund, described in Section 401 of this Resolution.

"Oystem" Tefers to the existing waterworks system of the District, together with all
extensions, additions and improvements to said System.

"Tregsurer” refers to the elected or appointed Treasurer of the Commission.

“t1.8. Obligations™ refers to bonds or notes which are the direct obligations of the United
States of America, or obligations the principal of and interest on which are guaranteed by the
United States of Amenca.

All words and terms impoming the singular number shall, where the context requires,
import the plural number and vice versa. Unless otherwise indicated, references to Arncles or
Sections refers to those in this Resolution.

Section 102. Purpose, The Current Bonds shall be issued for the purpose of financing
the cost (oot otherwise provided) of the Project, as set out in the plans and specifications
prepared by the Engineers. The Commuission hereby declares the System of the District,
including the extensions, additions and improvements to be constructed, to constitute a revenue
producing public project, and said System shall continue to be owned, controlied, operated and
maintained by the District as a revenue producing public project pursuant to the Act, so long as
any Bonds remain outstanding.

Section 103. Construction Award Approved: Work Authorized. The Eummissi_m
hereby anthorizes, approves, ratifies and confirms its previous action in advertising for and taking

steps toward awarding the contracts for the consmuction of the Project to the lowest and best
bidders. and further approves the action of the District officials in entering into formal contracts
with said bidders, subject to the necessary approvals being obtained. Authority is hereby given



for undertaking the construction of the Project according 1w the plans and specifications

wrmmmmﬁxmmaﬁu.ﬂnmwmm

Section 104. Declaration of Perjod of Usefuiness. The Commussion hereby declares
that the period of usefulness of the System is more than forty (40) years from the date of
completion of the Project,

Section 10S. Authorization of Bonds. The District has heretofore determined that the
total cost of the Project, including preliminary expenses, land and rights-of-way, engineering

expense, capitalized interest durnng construction, legal and administrative costs, publication costs,
wmmmmmmmmmsmmﬂ Therefore, it is
hereby determined to be necessary in order for the District 1o finance the cost (not otherwise
provided) of the Project that the District issue a total of $295,000 of Current Bonds, based on
the following calculation:

Total cost of Project $859.000
Less:

RECD Grant $250,000

ARC Grant 225,000

Connection Charges 49,000

Total Non-Bond Funds: (564.000)
Balance 1o be financed by Cument Bonds $295,000

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project,
under the provisions of the Act, there is hereby authorized to be issued and sold $295,000
principal amount of Garmison-Quincy-Ky-O-Heights Water District Waterworks Revenue Bonds,
Senies 1996,

The Current Bonds shall be dated as of the date of delivery to the Purchaser thereof; shall
bear interest from such date at such interest rate as may be fixed by supplemental resolution as
a result of the advertised sale and competitive bidding for such Current Bonds, as hereinafier
provided; and shall be issued and delivered as prescribed in Section 202 hereof

Interest on the Current Bonds shall be payable semiannually on Jamuary | and July 1 of
each year, provided that the first interest payment period will cover interest only from the date
of delivery of the Current Bonds to the ensuing January | or July 1, as the case may be.
Principal of the Current Bonds shall be payable on January 1 of each of the respective years until
maturity, as set out in Section 201 hereof.

106. n of Prior The District hereby expressiy recognizes and
acknowledges that the District has previously created for the benefit and protection of the owners



of the Prior Bonds, a certain lien and pledge and certain security rights relating to the System,
all as ser forth in the Prior Bonds and in the Prior Bond Resolution.

Section 107. Corrent Bonds Shall be Payable on Out of Gross Revenues. The

Current Bonds and any additional Parity Bonds that may be issued under the conditons and
restrictions hereinafter set forth, shall be payable solely on a first lien basis out of the ErOSS
revenues of the System, on a parity with the Prior Bonds.

Section 108. Lien on Contracts. In additon to the revenue pledge securing the Bonds,
a lien is hereby created and granted in favor of the Bondowners on all contacts, and on all other
rights of the District pertaining to the System, enforceable by assignment to any receiver or other
operator proceeding by authority of any court.




ARTICLE 2. THE BONDS; BOND FORM: PREPAYMENT.

Section 201. Principal Pavments. Principal payments due on the Current Bonds shall
be as set forth in the schedule of maturities set out in Exhibit A anached to this Resolution and
necorporated herein,

Section 202. Issuance of Current Bonds; Bond Form. The Purchaser of the Current
Bonds at the public sale shall take delivery of the Current Bonds in the form of one or more fally
registered bonds, as set forth in Exhibit B attached hereto and incorporated herein, amounting
in the aggregate to the principal amount of the Current Bonds authorized herein, maturing as to
principal as set out in Section 201. The Current Bonds shall be numbered R-1 and consecutively
upward thereafter. Such Current Bonds shall, upon appropriate execution on behalf of the
District as prescribed, constitute the entire bond issue herein authorized, shall be negotiable
(subject to regiswation requirements as to transferability), registered as to principal and interest
and payable as directed by the registered Owner.

Section 203. Place of Pavment and Manner of Execution, Both principal of and
mterest on the Current Bonds shail be payable at the piace and in the manner set out in the form
of such Current Bond. The Curremt Bonds shall be executed on behalf of the District by the
manual or facsimile signamre of the Chairman of the District, with the Corporate Seal of the
District affixed thereto and antested by the manual or facsimile signature of the Secretary of said
District.

If either of the officers whose signatures appear on the Current Bonds ceases to be such
officer before delivery of said Current Bonds, such signatures shall nevertheless be valid for all
purposes the same as if such officers had remained in office until delivery.

Section 204. Provisions as to Prepayment. Except when all of the Curmrent Bonds are
held by the Government, principal maturities falling due prior to January 1, 2005, shall not be

subject to prepayment. Principal matrities falling due on and after Jamuary 1, 2006, shall be
subject to prepayment by the District on any interest payment date falling on and after January 1,
2003, at par plus accrued interest, without any prepayment penalty.

So long as all of the Current Bonds are owned by the Government, all or any of ths
Current Bonds, or in a multple of $§100, may be prepaid at any tme in inverse chronological
order of the principal maturities due, at par plus accrued interest without any prepayment penalty.

Notice of such prepayment shall be given by cemified mail o the Bondowner or his
assignee, at least 30 days prior to the date fixed for prepayment, Notice of such prepayment may
be waived with the written consent of the Bondowner,



ARTICLE 3, CONSTRUCTION ACCOUNT; INTERIM FINANCING;
AFPPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS,

Section 301. Construction Account; Application of Proceeds of Bonds: Other
Transfers and Deposits, The Treasurer, or such other Dismict afficial as shall be designated by
the Commussion, shall be the custodian of all funds belonging to and associated with the System.
All moneys in excess of the amount insured by the FDIC in the Construction Acoount shall be
secured by the Depository Bank in accordance with U S. Treasury Department Circular No. 176.
The officials of the District entrusted with the receipt and disbursement of revenues of the
System and the custody of valuable property shall be covered by a fidelity bond in the amount
of not less than $49,000 (the "Fidelity Bond™), or such larger amount as the RECD may require,
which Fidelity Bond shall be effective and secured by a surety company approved by the RECD
so long as it is owner of any of the Current Bonds. The RECD and the District shall be named
co-obligees in such Fidelity Bond and the amount thereof shall not be reduced without the written
consent of the RECD. Whenever sums in the Funds shall exceed $49,000, the Fidelity Bond
shall be increased accordingly as requested by and with the approval of the RECD.

A Covenants Applicable if RECD Purchases Current Bonds. It is
acknowledged that all covenants heremn with reference to the necessity for approval of the RECD,
the necessity of observing RECD regulations and procedures and the necessity of using RECD
torms (the "RECD Forms"), shall appiy enly if the RECD is the Purchaser of the Cumrent Bonds
and only so long as the RECD holds the Current Bonds thereafter. In the event that the RECD
shall not be the Purchaser of the Current Bonds, or, after purchasing same, shall sell or transfer
the Current Bonds to an Owner who shall not be the Government, all covenants herein with
reference to the necessity for approval of the RECD, the necessity of observing RECD
regulanons and procedures, and the necessity of using RECD Forms, shall not be apphicable.

B. Application of Proceeds of Current Bonds. The proceeds of the Current
Bonds shall be applied as follows:

(1)  Payment of Interim Financing, Costs of Project and Costs of
Issuance. Simultaneously with the delivery of the Currént Bonds, there shall immediately
be paid to the Intem Lender (or the RECD if Multiple Advances are made) an amount
sufficient to pay principal of and interest on any temporary loans borrowed by the District
in antcipaton of the sale and delivery of the Current Bonds and/or of the receipt of Grant
Proceeds. Also, at the ume of delivery of the Current Bonds, there shall be paid all
amounts then due and payable in connection with the costs of the Project and in
connection with the issuance of the Current Bonds.

(2)  Construction Account. If and to the extent that the proceeds of
the Current Bonds shall be in excess of the amount necessary to pay the interest, principal
and costs referred to in subparagraph B(1) of this Section, such excess amount shall
immediately be deposited in the "Gamison-Quincy-Ky-O-Heights Water District
Construction Account” hereby created, which shall be established at the Depository Bank.
There shall also be deposited in said Construction Account the Grant Proceeds, as and
when received, or said Grant Procecds may be applied, to the extent necessary, to
liquidate or reduce any interim financing owed by the District at the time of receipt of

10



Grant Proceeds. Simultaneously with or prior to the delivery of the Current Bonds, there
shall also be deposited in the Construction Account the procesds of the District
contribution in the minimum amount of $49,000 (less any amounts theretofore used for

authorized purposes), to suppiement the proceeds of the Current Bonds and Gramt
Proceeds in order to assure completion of the Project

. (3)  Withdrawal of Funds From Construction Account. Prior to the
expenditure by the District of any moneys from the Construction Account, the District
must obtain written approval from the RECD as 1o such expenditures, if the RECD is the

official of the District as may be authorized by the Commussion), provided such official
shall be covered by the Fidelity Bond required by Section 301 of this Resolution, in
payment for services and/or materials supplied in connection with the Project, as
evidenced by (1) 8 Requisition Certificate; and (2) invoices and/or partial payment
estmates bearing the wrinten approval of the Engineers and the Chairman (or by such
uﬁ-ﬂufﬁmlﬂflhthm:lumyh:mmm h}*ﬂi:fnnmml. and which

Written approval or certification of the Engineers shall not be required for
matters not under the jurisdiction of the Engineers, such as legal fees, land acquisition and
related items.

During construction, the District shall disburse Construction Account funds
in a manner consistent with RECD Instrucnon 1942-A,

The District shall prepare and submit any and all RECD Forms required
by the RECD. Periodic audits of the District's Construction Account records shall be
made by RECD as determined by it to be necessary.

(4)  Transfer of Capitalized Interest to Sinking Fund. There shall
be transferred from the Consmuction Accoumt an amount sufficient o provide for
capitalized interest (initially estmated at $10,000) during the construction of the Project,
as approved by the Engineers and by the RECD. If and to the extent not theretofore
expended in paying interest on interim financing and if and to the extent then needed to
pay interest during the remaining period of constuction of the Project, such amount so
transferred from the Construction Account shall be deposited in the Sinking Fund.

(5) Investment of Funds in Construction Account. Pending
disbursement of amounts on deposit in the Construction Account, all such funds, or such
portion of said amounts on deposit in said Construction Account as is designated by the
Commission, shall be invested for the benefit of such Construction Account in Certificates
of Deposit, savings accounts or LS. Obligations which may be converted readily into
cash, having a maturity date prior to the date when the sums invested will be needed for
costs of the Project (as determined by the Engineers, the Chairman and the RECD),
provided that to the extent that any amounts on deposit in said Depository Bank shall

11



cause the total deposits of the Dismct in said Depository Bank to exceed the amount
innum_hymcmlﬂ.mcm:mdlb:munmiymmdby:uﬁdpwnfﬂ.s.
Obligacons, having an equivalent market value, in conformity with Section 66.480 of the
Kentucky Revised Statutes. Investments in Centificates of Deposit may be made only if
a separaie RECD Form 402-3 Agreement is executed, if the RECD has purchased any of
the Bonds, and investments in Certificates of Deposit or savings sccounts may be made
only n such Certificates or accounts of an FDIC bank. Any such investments will be a
part of the Construction Account, and income from such investments will be credited 10
the Construction Account. All such investments shall be subject to the limitations set out
in Section 303 hereof.

(6) Statements of Contractors, Engineers and Attormeys as to
Payment. Prior to the delivery of the Current Bonds, if the RECD is the Purchaser of
the Current Bonds, the District will be required to provide the RECD with statements
from the Contractors, Engineers and attorneys for the District that they have been paid
to date in accordance with their contract or other agreements and, in the case of any
Contractor, that be has paid his suppliers and subcontractors. Any excepnons must be
authorized under RECD Instruction 1941-A.

(T}  Disposition of Balance in Construction Account After Comple-
tlon of Projec. When the Project has been completed and all construction costs have
been paid in full, as certified by the Engineers for the District and/or by the RECD, any
balance then remaining in the Construction Account may, with the consent of the RECD,
be applizd to the cost of constucting additional extensions, additions and improvements
to the Systemn (the “Additional Construction”). [If such Additional Consmuction is w0 be
undertaken by the Conwactors previously emgaged in the Project, such Additional
Construction may be authorized by a change order.

If there is a balance remaining in the Construction Account after such
Additional Construction, such balance (subject 1o legal requirements as to possible refund
of any zilocated portion of the balance derived from Grant Proceeds) shall be transferred
to the Sinking Fund, whercupon said Constuction Account shall be closed. Such
remaining balance in the Construction Account so transferred to the Sinking Fund shall
be used by the District immediately to prepay principal installments due on the Current
Bonds in the inverse order of mammities without prepayment penalty, provided further that
any balance insufficient to prepay at least $100 of the principal payment falling due
any year on the Bonds will be transferred to the Depreciation Fund.

Section 302. Interim Financing Authorization.
Al Interim Financing. The District shall use interim financing for the Project

during construction of that portion of the cost of the Project financed by the Current Bonds, if
available ar reasonable rates and terms.

The borrowing of up to the aggregate sum of $295,000 from the Interim Lender

ishﬂ:hy:uﬂ:mimd;ndﬂwmhmnhhn:hywﬁuimdmmﬁﬂﬁmmmmqﬂ
on behalf of the District. Each advance under the Note shall evidence a loan by the Intenm
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Lcnldcr o the District for services rendered and/or materials supplied in connection with the
Project, as evidenced by a Requisiion Certficate.

Interim financing shall be disbursed as follows:

(1) At the direction of the District, the Interim Lender shall disburse
the proceeds of the Note by cashier's checks directly to the parties entitled thereto as set
forth in the Requisition Certificate; or

{2) At the direction of the District, the Interim Lender shall deposit the
proceads of the Note in the Construction Account, in which event amounts of the District
on deposit therein shall, until expendad to the extent that same shall exceed the amount
msured by the FDIC, be fully secured by a pledge of U.S. Obligations.

The aggregate of the principal amount of all Notes shall not exceed $295,000.
Each Note which is renewed or superseded shall be simultaneously cancelled by the Interim
Lender and transmitted to the Treasurer. The rate of interest applicable o each Note shall not
exceed a reasonable rate, which rate is subject to the approval of the RECD.

The total aothorized interim financing of $295,000 shall be the maxmmum
indebtedness which the District may owe at any one time to the Interim Lender for the purpose
of providing temporary construction financing for the Project; provided, however, that the District
may reduce the amount owed by the District to the Interim Lender from time to time as and
when funds are available to the District, whether derived from the proceeds of the Grant
Procesds, the proceeds of the sale of the Current Bonds or otherwise, and may rebormrow from
the Interim Lender additional amounts in anticipation of the further receipt by the District of
additional procesds from the Current Bonds and/or Grant Proceeds.

The District hereby covenants and agrees with the Interim Lender that upon the
issuance and delivery of the Current Bonds and/or the receipt of said Grant Proceeds, the Distriet
will apply the proceeds thereof, to whatever extent may be necessary, in payment of the principal
amount of the Note, together with accrued interest thercon to the date of such payment; and the
proceeds of the Current Bonds and Grant Proceads are hereby pledged therefor, and such pledge
shall constitute a first and prior charge against said proceeds.

Although the proceeds of the Current Bonds and Grant Proceeds are pledged to
the repayment of said interim financing, it is recognized that the Grant Proceeds may be applied
to the extent required at the time of receipt of the Grant Proceeds, to the payment of costs of the
Project due and owing by the District at the time of receipt of such Grant Proceeds, rather than
to the repayment of portions of the interim financing at that time. If and to the extent that the
Grant Proceeds are in excess of any costs of the Project due and owing at the time of receipt
thereof, such Grant Procesds may be applied, in the same manner as set out hereinabove, to the
reduction of the amount of the interim financing, after which, such interim financing may again
be increased as theretofors. The District further pledges the revenues of the System to the
repayment of said interim financing, subject to the vested rights and prionities of the pledges
securing the Qutstanding Bonds.

13
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intenim financing, and does not preclude the authorization and sale, by public advertisement or
atherwise, of bond anticipation notes and/or grant anticipation notes to the most favorable bidder
on the open market, by concurrent or subsequent proceedings of the District.

B. Multiple Advances by RECD. I[n the event the Current Bonds are
purchased by the RECD, and in the event the District is unable to obtain a commitment for
intenm financng for the Project from any Interim Lender at reasonable rates and terms, the
Chairman is authorized 1o request Multiple Advances of loan funds from the RECD.

If the RECD agress to make Multiple Advances to the District pending the
delivery of the Current Bonds, the Chairman is hereby authonized to execute in the name and on
behalf of the District any number of Notes. Each such Note, evidencing an advance of funds by
the RECD to the District, shall be in the form prescribed by the RECD.

Each request for an advance from the RECD shall be accompanied by a
Requisition Cemificate. The Disrict will also furnish to the RECD, prior to the receipt of each
Multiple Advance, whatever additional documentanon shall be requested by the RECD, ncluding
an updated supplemental title opimion of Local Counsel and an updated supplemental preliminary
iegal opinion of Bond Counsel.

The proceeds of any Multiple Advances shall be either (i) disbursed directly to the
parties entitled thereto for services and/or matenals supplied in connection with the Project; or
(if) deposited into the Construction Account and disbursed in accordance with the provisions of
Section 301 hereof, in which event amounts on deposit in such Construction Account shall, unl
expended, to the extent that same shall exceed the amount insured by the FDIC, be fully secured
by a pledge of U.S. Obligations.

The proceeds of the Current Bonds are hereby pledged to the repayment of such
Multiple Advances, and such pledge shall constitute a first and prior pledge against such
proceeds. The District further pledges the revenues of the System to the repayment of said
Multiple Advances, subject w0 the vested rights and pronities of the pledges secunng the
Outstanding Bonds.

Limitatio stment of P The District covenants
and certifies, in compliance with the Code, on the basis of known facts and reasonable
expectations on the date of adoption of this Resolution, that it is not expected that the proceeds
of the Current Bonds will be used in a manner which would cause the Current Bonds w be
“arbitrage bonds" within the meaning of Section 148 of the Code. The District covenants o the
Owners of the Current Bonds that (1) the District will make no use of the procesds of said
Current Bonds which, if such use had been reasonably expected on the date of issue of such
Current Bonds. would have caused such Current Bonds 1o be “arbitrage bonds”; and (2) the
District will comply with all of the requirements of the Code to whatever extent is necessary to
assure that the Current Bonds shall not be treated as or constitute "arbitrage bonds” and that the
interest on the Bonds shall be excludable from gross income for federal income tax purposes.



Prior to or at the tme of delivery of the Current Bonds, the Chairman andior the
Treasurer (who are jointly and severally charged with the responsibility for the issuance of the
Current Bonds) are authorized to execute such cenifications as shall be required by Bond
Counsel, semting out all known and contemplated facts concerning the anticipated construction,
expenditures and investments, including the execution of nacessary andfor desirable cerifications
of the type contemplated by Section 148 of the Code in order to assure that intsrest on the
Current Bonds shall be excludable from gross income for federal income tax purposes and that
the Current Bonds will not be treated as "arbitrage bonds”,
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ARTICLE 4. FLOW OF FUNDS.

Section 401. Funds Thers was heretofore created in the Prior Bond Resolution the
following funds and accounts:

(a)  Gamson-Qumev-Ky-0O-Heights Water District Water Revenue Fund

(b)  Gamson-Quincy-Ky-O-Heights Water District Waterworks Bond and
Interest Sinking Fund

(c)  Gamison-Quincy-Ky-O-Heights Water District Depreciation Fund

(d)  Gamison-Cuincy-Ky-0-Heights Water District Operation and Maintenance
Fund.

All of the Funds shall be mamtained with the Depository Bank so long as any Bonds
remain outstanding.

Section 402. Flow of Funds. All proceedings preliminary to and in connection with the
issuance of the Quistanding Bonds, including provisions made for (i) the receipt, custody and
apphcanon of the proceeds of the Outstanding Bonds: (if) the operation of the System on a
revenue-producing basis; (iii) the segregation, allocation and custody of the revenues derived
from the operation of the System; (iv) the enforcement and payment of the Outstanding Bonds
and (v) the depreciation of the System; and all other covenants for the benefit of Bondowners
st out in the Prior Bond Resolution, are hereby ratified and confirmed and shall continue in
force and inure to the security and benefit of the Outstanding Bonds, the same as if such
provisions and proceedings were set out in full herein; provided, further, that after the issuance
of the Current Bonds, the income and revenues of the System shall be collected, segregated,
accounted for and distnbuted as follows:

Al Revenue Fund. The District covenants and agrees that it will continue to
deposit in the Revenue Fund, promptly as received from time to time, all revenues of the System,
as same may be extended and improved from time to time. The moneys in the Revenue Fund
shall continue to be used, disbursed and apphied by the District only for the purpose and in the
manner and order of priorities specified in the Prior Bond Resolution, as hereinafter modified by
this Resolution, all as penmimed by the Act, and m accordance with previous contractual
COmMIMItments.

B. Sinking Fund. [t is hereby recognized that the District is obligated upon
the issuance of the Current Bonds 1o provide for additional debt service requirements of the
Current Bonds.

At or after the delivery of the Current Bonds, there shall be transferred from the
Construction Account 1o the Sinking Fund an amount sufficient 10 provide for capitalized interest
(initially estimated at $10,000) on the Current Bonds during the construction of the Project, if
and to the extent not theretofore expended in paying interest on interim financing and if and to
the extent then needed to pay interest during the remaining period of construction of the Project.
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There shall be transferred from the Revenue Fund and deposited into the Sinking
Fund on or before the 20th day of cach month, for payment of interest on and principal of the
Qutstanding Bonds, a sum equal to the total of the following:

(1} An amount equal to one-sixth (1/6) of the next succeeding six-month
interest payment to become due on the Bonds, plus

(2} A sum equal to one-twelfth (1/12) of the principal of any Bonds maruring
on the next succeeding January 1.

If the District for any reason shall fzil to make any monthly deposit as required, then an
amount equal to the deficiency shall be set apart and deposited into the Sinking Fund out of the
first available revenues in the ensuing months, which amount shall be in addition o the monthly
deposit otherwise required during such succeeding months. Whenever there shall accurnulate in
the Sinking Fund amounts in excess of the requirements during the next twelve months for
paying the principal of and imterest due on the Outstanding Bonds, as same fall due, such excess
may be used for redemption or prepayment of any Outstanding Bonds, subject to the terms and
conditions set forth therein, prior to maturity,

C Depreciation Fund. Pursuant to the provisions of the Prior Bond
Resolution which requires that an adjustment be made in the Depreciation Fund upon the
issuance of bonds ranking on a parity with the Prior Bonds, it is hereby determined that upon the
issuance of the Current Bonds, and upon completion of the Project, as certified by the Engineers
and by the RECD, there shall next be mansferred from the Revenue Fund the sum of at least
$343 (increased from $403) each month which shall be deposited into the Depreciation Fund until
there is accumulated in such Depreciation Fund the sum of at least $61,160 (increased from
$48,360), which amount shall be maintained, and when necessary, restored to said sum of
$61,160, so long as any of the Bonds are outstanding and unpaid.

As further security for the Bondowners and for the benefit of the District, it has
been and is hereby provided that in addition to the monthly transfers required o be made from
the Revenue Fund into the Depreciation Fund, there shall be deposited into said Depreciation
Fund all proceeds of connection fees collected from potental customers (except the amounts
necessary to pay the actual costs and service connections applicable to said potential customers)
to aid in the financing of the cost of fumre extensions, additons and improvements to the
Systemn, plus the proceeds of any property damage insurance (not otherwise used to replace
damaged or destroyed property); and any such amounts or procesds so deposited shall be used
solely and only for the purposes intended.

Moneys in the Depreciation Fund may be withdrawn and used by the District,
upon appropriate certification of the Commission, for the purpose of paying the cost of umsual
Or extraordinary maintenance, repairs, renewals and replacements not included in the annual
budget of current expenses and/or of paying the costs of constructing future extensions, additions
and improvements to the System which will either enhance its revenue-producing capacity or will
provide a higher degree of service, and when necessary, for the purpose of making payments of
principal and interest on the Bonds if the amount on deposit in the Sinking Fund is not sufficient
to make such payments.
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D. Operation and Maintenance Fund. There shall next be transferred
monthly from the Revenue Fund and deposited into said Operation and Maintenance Fund, sums
sufficient 1w meet the current expenses of operating and maintaining the Systern. The balance
mamntamned in said Operaton and Maintenance Fund shall not be in excess of the amount required
to cover andcipated Systern expenditures for a two-month period pursuant to the District's annual
budget.

E. Monthly Principal and Interest Payments if Requested by the RECD.
So long as any of the Bonds are held or insured by the RECD, the District shall, if requested by
the RECD, make the payments required by this Section 402, in monthly mstallments to the
RECD or to the insured Owners of the Bonds.

F. Surplus Funds. Subject to the provisions for the disposition of the income
and revenues of the System as set forth hereinabove, which provisions are cumulative, and after
paying or providing for the payment of debt service on any subordinate obligations, there shall
be transferred, within sixty days after the end of each fiscal year, the balance of excess funds in
the Revenue Fund on such date, to the Depreciation Fund for application in accordance with the
terms of this Resolution or to the Sinking Fund to be applied to the maximum extent feasible,
to the prompt purchase or redemption of Outstanding Bonds.

G. Investment and Miscellaneous Provisions. All monies in the Sinking
Fund and the Depreciation Fund shall be deposited in the Depository Bank, or such portion
thereof as is designated by the Commission. All monies in the Sinking Fund and the Depre-
ciation Fund shall be invested for the benefit of such respective Funds in Certificates of Time
Deposit or savings accounts of the Depository Bank or in U.S. Obligations which may be con-
verted readily into cash, having a maturity date prior to the date when the sums invested will be
needed for the purposes for which such funds may be expended, provided that to the extent that
any amount of the District on deposit in the Depository Bank shall cause the total deposits of the
District in said Depository Bank to exceed the amount insured by the FDIC, such excess amount
shall be continuously secured by a valid pledge of U.S. Obligatons, having an equivalent market
value, in conformity with Section 66.480 of the Kenmucky Revised Statutes.

If the RECD has purchased any of the Outstanding Bonds, investments in
Certificates of Deposit may be made only if a separate RECD Form 402-4 Agreement is
executed. Any such investments will be a part of the respective Funds from which the proceeds
invested are derived, and income from such investments will be credited to such respective
Funds. All investments of funds derived from procesds of the Outstanding Bonds shall be
subject to the applicable limitatons set out in Section 303 hereof.

All payments into the Funds shall be made on or before the twentieth (20th) day
of each month, except that when the twenticth (20th) day of any month shall be a Saturday,
Sunday or a legal holiday, then such payment shall be made on the next succeeding business day.

All monies held in any of the Funds shall be kept apart from all other District

funds and shall be deposited in the Depository Bank, and 2ll such deposits which cause the
aggregate of all deposits of the District therein to be in excess of the amount secured by FDIC,
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shall (unless invested as herein authorized) be secured by a surety bond or bonds or by a pledge
of U.S. Obligations, having a market vaiue equivalent o such deposit.

_ The Treasurer shall keep appropriate records as 1o payment of principal and
interest installments and as w0 payment of principal of and interest on any Bonds.

| ; Bonds. It is hereby certfied and
dmhudthupmmt:mm:ufmyufmtmmﬁmd;iﬂuwﬂ]hmbmm
and filed with the District (i) a letter from the RECD o the effect that the RECD agrees to the
issuance of the Current Bonds ranking on a panty as o security and source of payment with the
Prior Bonds, all of which are owned by the RECD, together with (ii) a cenification signed by
the RECD to the effect that a legend has been typed, stamped or otherwise affixed on each of
the Prior Bonds held by the RECD, evidencing the agreement of the RECD as the then Owner
of the Prior Bonds, to the issuance of the Current Bonds so as to rank on a parity with the Prior
Bonds, such legend to be in substantially the following form:

The holder of this Bond has consented 1o the issuance of $295,000
of Gamson-Quincy-Ky-O-Heights Water Distict  Waterworks
Revenue Bonds, Series 1996 ranking on a parity as to securnity and
source of payment with this Bond.

Accordingly, it is hereby found and declared that the Current Bonds shall rank and be
mﬁhmupﬂywiﬁuﬂmﬂ:n&hg?ﬁﬂﬂﬂﬂﬁmﬂupnuhmmdmmufﬂ:
System.



ARTICLE 5. COVENANTS OF DISTRICT

Section S01. Rates and Charges. The District shall charge such rates and charges for
ail services and facilities rendered by the System, which rates and charges shall be reasonable,
taking into account and consideration the cost and value of the System, the cost of maintaining,
repairing and operating same and the amounts necessary for the payment of principal of and
interest on Outstanding Bonds against the System. The District shall charge such rates and
charges as shall be adequate to meet the requirements of Articles 4 and 5 hereof,

The District covenants that it wiil not reduce the rates and charges for the services
rendered by the System without first filing with the Secreary a certification of an Independent
Consulting Engineer that the annual net revenues (defined as gross revenues less operating
expenses) of the then existing System for the fiscal year preceding the year in which such
reduction is proposed, as such annual net revenues are adjusted, after taking into account the
projected reduction in annual net revenues anticipated to result from any such proposed rate
decrease, are equal to not less than 120% of the average annual debt service requirements for
principal and interest on all of the then Outstanding Bonds payable from the revenues of the
System, caiculated in the manner specified in Section 603 hereof,

Section 502. Books and Accounts; Audit. The District shall maintain proper records
and accounts relating to the operation of the System and the District's financial affairs: and the

Bondowners, or their authorized representatives, shall have the right at all reasonable times to
inspect the facilities of the System and all records, accounts and data relating thereto. An annual
audit shall be made of the books and accounts pertinent to the Svstem by a Certified Public
Accountant licensed in Kentucky. No later than ninery (90) days after the close of each Fiscal
Year, copies of such audit reports certified by such Certifisd Public Accountant shall be promptly
mailed to the RECD without request, so long as the Government is the Owner of any of the
Bonds, and to any Bondowner that may have made a written request for same.

Monthly operating reports shall be fumnished tw the RECD and to any Bondowner
requesting same, during the first two (2) years of operation after completion of the Project, and
whenever and 5o long as the District is delinquent in any of the covenants set out in the Prior
Bond Resolution or this Current Bond Resolution. Thereafter, quarterly operating reports shall
be furmished at all other times to the RECD and to any Bondowner requesting the same,

Section 503. System to Continue to be Operated on Fiscal Year Basis; Annual

Budget. While any of the Bonds are outstanding and unpaid, and to the extent permitted by law,
the Systern shall continue to be operated and maintained on a Fiscal Year basis,

Not later than sixty (60) days before the end of each Fiscal Year, the District agrees to
cause 1o be prepared a proposed annual budget of operating expenses (the "Proposed Budget”)
of the System for the then ensuing Fiscal Year, itermized on the basis of monthly requirements.
A copy of said Proposed Budget shall be mailed 10 any Bondowner who may request in writing
a copy of such Proposed Budger and to the RECD without request, if the Govemnment is the
Owner of any of the Bonds.
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For the purpose of the Proposed Budget, operating expenses shall inciude all reasonable
and nccessary expenses of operating, repairing, maintaining and insuring the System, but shall
exciude depreciation and debt service payments. The District covenams that the operating ex-
penses incurred i any vear will not exceed the reasonable and necessary amounts therefor, and
that the District will not expend any amount or incur any obligation for operation or maintenance
and repair in excess of the amounts provided for operating expenses in the annual budget, except
upon resolution by the District that such expenses are necessary to operate and muintain the
System.

Not later than sixty (60) days before the end of each Fiscal Year, the District shall prepare
an cstimate of gross revenues to be derived from the operation of the System for said Fiscal
Year, and, to the extent that said gross revenues are insufficient (a) w pay debt service
requirements on all Outstanding Bonds during the ensuing Fiscal Year, (b) to accumulate and
maintain all required reserves enumerated herein and (c) to pay operating expenses, the District
shall revise the rates and charges sufficiently to provide the funds so required.

If the Owners of at least 50% of the pnncipal amount of the Outstanding Bonds, or the
Government so long as it is the Owner of any of said Outstanding Bonds, so request, the
Commuission shall hold an open hearing not later than thirty (30) days before the beginning of
the ensuing Fiscal Year, at which time any Bondowner may appear by agent or atormey and may
file wnitten objections o such proposed budget. Notice of the time and place of such hearing
shall be mailed at least fifteen (15) days prior to the hearing to each registered Bondowner and
to the Government.

The District covenants that anmeally before the first day of the Fiscal Year, the annual
budget for the upcoming Fiscal Year will be adopted substannally in accordance with the
Proposed Budget, and that no expenditures for operation and maintznance expenses of the System
in excess of the budgeted amount shall be made during such Fiscal Year unless directed by said
District by a specific resolution duly adopted.

Section 504. General Covenants., The Distnict. through its Commission, hereby
covenants and agrees with the Owners of the Bonds that:

(1} It will faithfully and puncmually perform all duties with reference o the
System required by the Constitution and laws of the Commonwealth of

Kentucky;

(Z) It will make and collect reasonable and sufficient rates and charges for
services and facilities rendered by the System;

(3) It will segregatz the revenues and income from the System and make
application thereof consistent with and as provided by this Resolution;

(4)  Unless the written consent of the Owners of a majority of the principal
amount of the Outstanding Bonds has been obtained, the District agrees
not to sell, lease, mortgage or in any manner dispose of any integral part
of the System, including any and all appurtenances thereto and extensions,
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addiions and mmprovements that may be made thereto, untl all of the
Cutstanding Bonds shall have been paid or provided for in full, as
provided herein; subject to the provisions of Section 607 hereof:

(5) It will maintain in good condition and continuously operate the Systern and
appuricnances thereto and will charge such raies and charges for the
services rendered thereby so that the gross income and revenues will be
sufficient at all times (i) 1o pay the interest on and principal of the
QOutstanding Bonds as same become due; (i) to pay the cost of operating
and muntaming the System; and (iii) o provide for an adequate
depreciation account; and

(6) It will carry and maintain insurance on properties of the System subject 10
loss or damage in amounts and against hazards substantially in accordance
with the practices of other districts, cities or corporations which own and
maintain waterworks systems under similar conditions; and so long as the
Government is the Ownmer of any of the Outstanding Bonds, the
Government will be listed as co-bencficiary on any such policy; and the
Distict shall further comply with the insurance requirements of
Section 506 hereof (involving insurance on motors, tanks and stroctures),

i g 4% RECD Owns Anv Bi So
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tions, requirements and requests as shall be made by the RECD, including the furnishing of
operating and other financial statements, in such form and substance and for such penods as may
be requested by the RECD, the carrying of insurance of such types and in such amounts as the
RECD may specify, with insurance carriers acceptable to the RECD and compliance with all of
the terms and conditions of the Loan Resolution (RECD Form [942-47) adopted and executed
by the District, which is hereby authorized, approved, ratified and confirmed.

on Moto anks and The Distnct shall (3) im-
mediately after the adoption of this Resolution and (b} at the time of final acceptance of the
Project, insure all electric motors, slevated water storage tanks, pumping stations and major
structures of the System in an amount recommended by the Engineers and approved by the
RECD, so long as the RECD is the Owner of any of the Bonds, for the hazards usually covered
in such area, and shall similarly insure same in an amount recommended by the Engmeers,
without the necessity of approval by the RECD if and whenever the Dismict has Outstanding
Bonds against the System and none of such Outstanding Bonds are owned by the RECD.
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ARTICLE 6. INFERIOR BONDS AND PARITY BONDS

Section 601, Inferior Bonds. Except as hereinafier provided below in this Article, the
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from
the revenues of the System unless the security and/or pledge of the revenues and statutory
mortgage lien o secure such additional bonds are made inferior and subordinate in all respects
to the security of the Bonds.

The District expressly reserves the right at any time to issue its bonds or other obligations
payable from the revenues of the System and not ranking on a parity basis with the Current
Bonds, without any proof of previous eamings or net revenues, provided that the consent of the
RECD must be obtained prior to the issuance of any inferior bonds so long as the RECD owns
any of the Bonds, and provided further that, after the inital completion of the Project, such
inferior bonds may be issued only for the purpose of providing for future extensions, additions
and improvements to the System, and only in express recognition of the prionities, liens and
rights created and existing for the security, source of payment and protection of the Outstanding
Bonds; provided further, that nothing in this Section is intended to restrict or shall be construed
as a restriction upon, the ordinary refunding all or & portion of the Outstanding Bonds.

Section 602. Parity Bonds to Complete the Project. The District hereby cerifies,
covenants and agrees that in the event that the cost of completion of the construction of the
Project shall exceed the moneys available to the District from any and all sources, the Distnct
shall have the right, if necessary, to provide for such excess, and only such excess, through the
issuance of Parity Bonds, provided the District has obtained a certification from the Engineers
to the effect that it is necessary 1o issue the desired amount of Parity Bonds in order to enable
the District to pay the cost (not otherwise provided) of the completion of the Project, and
provided the District has complied with the provisions of Section 603 below or has obtained:

(a)  the consent of the RECD if the Government is as the Owner of the Prior
Bonds at that time or the consent of any other Owners of the Prior Bonds,
and

(b)  the consent of (1) the RECD if the Government is the purchaser of the
Current Bonds; or (2) the Owners of at least 75% of the principal amount
of the Current Bonds outstanding, if the Current Bonds have been 1ssued,
sold and delivered and are held by Owners other than the Government.

Section 603. Paritv Bonds to Finance Foture Improvements. The District reserved
the right and privilege, and does hereby reserve the right and privilege, of issuing additional
Parity Bonds, but only under the conditions specified in the Current Bond Resolution, which
conditions are as follows:

The District further reserves the right w add new waterworks faciliies and/or to finance
future extensions, additions and improvements to the System by the issuance of one or more
additional series of Parity Bonds to be secured by a parity lien on and ratably payable on a parity
with the Current Bonds. from the revenues of the Svstem, provided:
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(a}  The facilities to be constructed from the proceeds of the additional Parity
Bonds are made a part of the System and their revenues are pledged as additional SECUTTtY
for the additional Parity Bonds and for the OQutstanding Bonds,

(b}  The District is in compliance with all covenants and undertakings in
connection with all of the Outstanding Bonds.

{¢)  The annual net revenues (defined as gross revenues less operating
expenses), of the then existing System for the Fiscal Year preceding the year in which
such Parity Bonds are to be issued, adjusted as hereinafter provided, shall be cerified by
an independent Certified Public Accountant to be equal at least one hundred twenty
percent (120%) of the average annual debt service requirements for principal and interest
on all Qutstanding Bonds payable from the revenues of the System, plus the anticipated
debt service requirements of any Parity Bonds then proposed to be issued. The
calculation of average annual debt service requirements of principal and interest on the
additional Parity Bonds to be issued shall, regardless of whether such additional Parity
Bonds are to be serial or term bonds, be determined on the basis of the principal of and
mterest on such Parity Bonds being payable in approximately equal anmual installments,

{d)  The annual net revenues referred to above may be adjusted for the purpose
of the foregoing computations to reflect:

(1)  any revisions in the System's schedule of rates or charges being
mmposed on or before the tme of the issuance of any such additional Parity Bonds,
and

{2)  any increase in the annual net revenues to be realized from the
proposed extensions, additions and improvements being financed (in whole or in
part) by such additional Parity Bonds;

provided all such adjustments shall be based upon and mcluded in a certificadon of an
Independent Consulting Engineer,

(&) Compliance with Section 603{a) through {d) shall not be necessary for the
1ssuance of Parity Bonds if the District has obtained (1) the written consent of the RECD
for the issuance of such Parity Bonds, if the Government is the Owner of any Bonds at
the time of issuance of such Parity Bonds; and (2) the written consent of the Owners of
all of the then outstanding Prior Bonds, and no other prerequisite need be complied with
by the District in order to issue Parity Bonds.

Section 604. Covenanis to be Complied with at Time of Issuance of Paritv Bonds.
The District hereby covenants and agrees that in the event anv Parity Bonds are issued, the
District shall;

{a) Adjust the monthly amount to be deposited into the Sinking Fund on the
same basis as that prescribed in the provisions establishing such Sinking Fund, to reflect
the average annual debt service requirements of the Parity Bonds:
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(b)  Adjust the minimum annual amount to be deposited monthly into the
Depreciation Fund on the same basis as that prescribed in the provisions establishing such
Depreciation Fund, taking into account the future debt service requirements of all Bonds
which will then be outstanding against the System; and

1 . (¢)  Make such Parity Bonds payable as to principal on January 1 of each year
in which principal falls due and payable as to interest on January 1 and July 1 of each
year until the final maturity of such Parity Bonds,

ion 605. Prepayvment Provisions A ble to ds. If, in connection
with any subsequently issued series of Parity Bonds, it is provided that excess revenues in the
Revenue Fund shall be used to prepay Qutstanding Bonds in advance of scheduled maturity, or
if the District at its option undertakes to prepay Outstanding Bonds in advance of scheduled
maturity, it is agreed and understood, for so long as the Government owns any of the Outstanding
Bonds, that no such prepayment will be effected without the approval of the RECD.

Section 606. Consent of the RECD Regarding Future Bonds. MNomwithstanding any

other provisions of this Resolution, the District agrees that so long as the Government owns any
Outstanding Bonds against and/or payable from the revenues of the System, the District will not
issue any future bonds, notes or other cbligations against, secured by or payable from the
revenues of the System without the written consent of the RECD.

Section 607. Priority of Lien; Permissible Disposition _of Surplus or Obsolete

Facilities, The District covenants and agrees that so long as any of the Pror Bonds andfor
Bonds are outstanding, the District will not sell or otherwise dispose of any of the facilities of
the System, or any part thereof, and, except as provided above, the District will not create or
permit to be created any charge or lien on the revenues thersof ranking equal or prior to the
charge or lien of the Qutstanding Bonds. Notwithstanding the foregoing, the District may at any
time permanently abandon the use of, or sell at fair market value, any part of the facilities of the
System. provided that:

{a}  The District is in compliance with all covenants and undertakings in
connection with all of the Qutstanding Bonds, and the required reserves for
such Outstending Bonds will have been accummlated;

(b)  The District will, in the event of any such sale, apply the proceeds to
either (1) redemption of Outstanding Bonds in accordance with the provi-
sions governing prepayment of bonds in advance of mamrity; or
(2) replacement of the facility so disposed of by another facility, the
revenues of which shall be incorporated into the System, as hereinbefors
provided,

()  The District certifies. in good faith, prior to any abandonment of use, that

the facilities to be abandoned are no longer economically feasible of
producing net revenues; and
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(d)  The District certfies, in good faith, that the estimated net revenues of the
remaining facilities of the System for the then next succeeding Fiscal Year,
plus the estimated net revenues of the facilities, if any, to be added to the
System. comply with the samings requirements hereinbefore provided in
the provisions and conditions goveming the issuance of Parity Bonds,

Notwithstanding any other provisions hereof, so long as any Bonds are held by the

Government, the District shall not dispose of its title to the System or to any part thereof, without
first obtaining the wrintsn consent of the RECD.
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ARTICLE 7. DEFAULT AND CONSEQUENCES

Section 701. Events of Default. The following items shall comstitste an Event of
Defauir on the part of the District:

{a) The failure to pay principal of the Bonds as and when same shall become
due and payable, cither at mamrity or by proceedings for redemption.

(b)  The failure to pay any installment of interest on the Bonds when the same
shall become due and payable or, if any or all of the Outstanding Bonds
are owned by the RECD, within thirty (30) days thereafter.

(e} The default by the District in the due or punctual performance of any of
the covenants, conditions, agreements and provisions contained i the
Bonds, the Prior Bond Resolution or in this Resolution,

(d)  The failure o promptly repair, replace or reconstruct facilities of the
System that have been damaged and'or destroyed.

(¢}  The entering of any order or decres with the consent or the acquiescence
of the District, appointing a receiver of all or any part of the System or
any revenucs thereof, or if such order or decree shall be entered without
the acquiescence or consent of the District, its failure to have the order
vacated, discharged or stayed on appeal within sixth (60) days after entry.

Section 702. Consequences of Event of Default, Any Owner of the Current Bonds may

enforce and compel the performance of all duties and obligations of the District set forth hercin.
Upon the occurrence of an Event of Defuult, then upon the filing of a suit by any Owner of said
the Current Bonds, any court having jurisdiction of the action miy appoint a receiver to
administer said System on behalf of the District with power 1o charge and collect rates sufficient
to provide for the payment of operating and maintenance expenses and for the payment of
prncipal of and interest on the Outstanding Bonds and to provide and apply the income and
revenues in conformity with this Resolution and with the laws of the Commonwealth of
Kentucky.

The District hereby agrees to ransfer to any bona fide receiver or other subsequent
operator of the System, pursuant to any valid court order in a proceeding brought to enforce
collection or payment of the District's obligations, all contracts and other rights of the District
pertaining to the System, conditionally, for such time only as such receiver or operator shall
operate by authority of the court. Upon the occurrence of an Event of Default, the Owner of any
of the Outstanding Bonds may require the poverning body of the District by appropriate order
to raise the rates a reasonable amount consistent with the requirernents of this Resolution.
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ARTICLE 8. CONTRACTUAL PROVISIONS; GRANT AFPROVAL;
MISCELLANEOUS PROVISIONS.

; . Resolution Contractual with Bondown The provisions of this Resolu-
tion consttute a contract between the District and its Commission and the Owners of the Current
Bonds s may be outstanding from time 1w time; and afier the issuance of any of said Current
Bonds, no change, alteration or variaton of any kind of the provisions of this Resolution shall
be made in any manner which will affect an Owner's rights except as herein provided or except
with the written consent of all Bondowners until such time as all of the Current Bonds and the
interest thereon have been paid in full or fully provided for; provided that the Commission may
adopt any resolution for any purpose not inconsistent with the terms of this Resolution and which
shall not impair the security of the Owners of the Current Bonds and/or for the purpose of curing
any ambiguity, unfm;,munq:plmmmgmydnﬁmwwmm
contained herein or in any resolution or other proceedings permaining hereto.

It is further agreed that the Owners of 75% in principal amount of the Current Bonds at
any time outstanding shall have the nght to consent tw and approve the adoption of resolutions
or other proceedings, modifying or amending any of the terms or provisions contained in this
Resolution, subject 1o the conditions that (a) this Resolution shall not be so modified in any
manner that may adversely affect the nghts of the Owners of any of the Prior Bonds, nor in amy
manner that may adversely affect the rights of any certain Owners of the Outstanding Bonds
without similarly affecting the rights of all Owners of such Outstanding Bonds, or to reduce the
percentage of the number of Owners whose consent is required to effect a further modification
and (b) no such change may be effected without the consent of the RECD so long as the RECD
owns any of the Outstanding Bonds.

Section 802, All Current Bonds are Equal. The Current Bonds authorized hercin shal
not be entitled to priority one over the other in the application of the income and revenues of the

System. or with respect to the security for their payment, regardless of the time or times of their
issuance, it being the intention that there shall be no priority among any of the Current Bonds
regardless of the fact that they may be actually issued and delivered at different nmes.

: Defi ent F'rnhII:ll Ealungaathcﬁuvmmmwthzﬂmufmy
of the Current Bonds, if it appears o the Government that the District is able to refund such
Current Bonds in whole or in part, by obtaining a loan for such purposes from responsible
cooperative of private credit sources. or w© sell bonds of the Distnct in the open market, at
reasonable rates and terms, for loans or bond issues for similar purposes and periods of time, the
District will, upon request of the Government, obtain such loan and/or issue such bonds in
sufficient amount to repay the Government and will take all such action as may be required in
connsction therewith.

In addition, so long as the Government is the Owner of any of the Current Bonds, the
District shall not issue any bonds or other obligations for the purpose of defeasing or otherwise

terminating the lien of the Current Bonds without immediately prepaving all of the then
outstanding Current Bonds.



Section 804. Approval and Acceptance of RECD Grant Agreement. The RECD has
agreed to make a grant to the District in the amount of $290,000 (the "RECD Grant") to
supplement the proceeds of the Current Bonds in order to provide the total cost of the Project,
and the RECD has requested the District to approve, accept and execute RECD Form 1942-31
(the "RECD Grant Agresment”), setting out the terms and conditions upon which said RECD
Grant will be made. Said RECD Grant Agreement is hereby approved, and the Chairman and
the Secretary are authorized to execute said RECD Grant Agreement on behalf of the District,
The Chairman and Secretary are also authorized on behalf of the District to accept any and all
other RECD Grants offered to the District in connection with the Project and to execute any and
all RECD Grant Agreements and any other documents as may be requested by the RECD in
:P;-:;mﬁnn with RECD Grants which have been and/or which may hersafter be approved for such

ect,

Section 805. Approval and Acceptance of ARC Grant Agreement. The Appalachian
Regional Commission (the "ARC") has agreed to make a grant to the District in the amount of
$225,000 (the "ARC Grant") to supplement the proceeds of the Current Bonds in order to provide
the total cost of the Project, and the ARC has requested the District to approve, accept and
execute 3 cermam ARC Grant Agreement (the "ARC Grant Agreement"), setting out the terms and
conditions upon which said ARC Grant will be made. Said ARC Grant Agreement is hereby
approved, and the Chairman and the Secrctary are authorized to execute said ARC Grant
Agreement on behalf of the District. The Chairman and Secretary are also authorized on behalf
of the District to accept any and all other ARC Grants offered to the District in connection with
the Project and to execute any and all ARC Grant Agreements and any other documents as may
be requested by the ARC in connection with ARC Grants which have been and/or which may
hereafter be approved for such Project,

Section B06. Awuthorization, Ratification and Confirmation of Approval and Execu-

tion of Various Documents. The Commission hereby authorizes, approves, ranfies and confirms
the previous action of the officers of the District in approving and executing various documents
related 1o the financing of the Project. including the following;

(8)  Legal Services Agreement with Bond Counsel.
(b) Legal Services Agreement with Local Counsel.

() Letter of Intent to Meet Conditions of RECD Letter of Conditions (RECD
Form 1942-46).

(d}  Loan Resolution (RECD Form 1942-47).

(e) Agreement for Engineering Services with the Engineers,

Section 807. Authorization of Condemnation to Acguire Easements and/or Sites. In

the event that (a) any necessary deeds of casement to allow conswuction of the Project over the
property of any property owner or (b) any necessary deed to the necessary site of any waterworks
facility of the Project shail not be obtained through negotiation within ten (10) days after the date
of adoption of this Resolution and in the event that (1) such waterworks lines cannot be located
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within the right-of-way of the State and/or County road involved; and/or (2) such waterworks
facilities cannot be located on a site already owned by the District, Local Counsel is hereby
authorized and directed to file condemmation actions 1o obtain such necessary rights-of-way
and/or sites forthwith, without further authorizaton or directon from the District or the
Commmussion. Local Counsel is further directed to follow the same condemmnation procedure in
the event that it becomes necessary, through change orders, line extensions and/or errors in the
location of property lines and/or property owners, to obtain additional easements, nghts-of-way
and/or sites for completion of the Project and whenever the necessary deed is not obtained by
negotiation at least ten (10) days prior to the date on which construction is contemplated in the

The District further approves the payment from the funds available therefor allocated to
the costs of the Project to pay any judgment award, or compromise, deterrmuined by Local Counsel
with the acquiescence of the Commission, woward the costs of such easements, rights-of-way
and/or sites; provided, in each instance, that the payment of such funds to satisfy any judgment,
award or compromise must first be approved by the RECD; and the Commission further
determines that if and to whatever extent the funds availsble from the proceeds of the financing
contemplated by this Resolution shall be madequate 10 pay any judgment, award or compromise
amount for such casements, rights-of-way and/or sites, or if the District is unzble to obtain the
approval of the RECD for any such payment, the Commission shall take all reasonably necessary
actions, within the powers and authority of the Commission, to make such additional amount
available from all other available District resources.
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ARTICLE 9, SALE OF CURRENT BONDS

Section 901, Sale of Current Bonds, The Current Bonds shall be offered publicly for
sale upon the basis of sealed, competitive bids at such time as the Commission shall designate.

A sugpested form of "Notice of Bond Sale”, 2 suggested form of "Official Notice of Sale
of Bonds" and a suggested form of "Bid Form®, having been prepared in advance by Bond
Counsel, and all of such documents having been found to be in sansfactory form, a copy of each
is hereby ordered to be filed in the records of the Secretary with the Minutes of the meeting at
which this Resolution is adopted. The Notice of Bond Sale shall be signed by the Secremary and
may be used for the purpose of publishing notice of the sale of the Cumrent Bonds. Copies of
such documents shall be furnished to any interested parties who may request same.

In the event that there is no bid or that all bids are rejected, the District may readvertise
the sale pursuant 1o this Resolution.

M_ermaru_wa lﬂthn event that #Hvﬂw of ﬂu Current
Bonds authorized herein is delayed for any reason and the District, with the consent of the

Purchaser of the Current Bonds, determines it is in the District's best interest to change the
maturities, the applicable prepayment date or any other dates, the District may adjust the same
by a Resolution of the Commission approving the adjustments,
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ARTICLE 10. CONCLUDING PROVISIONS

Section 1001. Covenant of District to Take All Necessarv Action To Assure
Compliance with the Code. In order to assure the Owners of the Current Bonds that such
Current Bonds shall continue to be legal and that interest thereon will continue to be exciudable
from gross income for federal income tax purposes and exempt from all Kentucky income
taxation, the Distriet covenants to and with the Owners of the Current Bonds to take the
following action:

(a) The District will (1) take all actions necessary to comply with the
provisions of the Code necessary to assure that interest on the Current Bonds will be
excludable from gross income for federal income tax purposes; (2) will take no actions
which will violate any of the provisions of the Code; and (3) not use the proceeds of the
Current Bonds for any purpose which will cause interest on the Current Bonds or on
interim financing obligations, including, but not limited to the Note, issued pursuant to
Section 302 hereof to become includable in gross income for federal income tax purposes.

(b)  The District hereby cerifies that it does not reasonably anucipate that the
total principal amount of "qualified tax-exempt cbligations” within the meaning of
Section 265(b)3) of the Code which the District, or any subordinate entity of the District,
will issue during the calendar year during which the Current Bonds are issued, will
exceed $10,000,000; and therefore the District hereby designates the Current Bonds and
all interim financing obligations, including, but not limited to the Note, issued pursuant
o Section 302 hereof as "qualified tax-exempt obligations”.

{e)  The District further certifies that the Current Bonds and any and all interim
financing obligations of the District are not "private activity bonds"” within the meaning
of the Code.

(d)  The District covenants and agrees to comply with the rebate requirements
on certaln excess carmings imposed by Section 148 of the Code, and in the event it is
determined by the District, upon the advice of Bond Counsel, that the Construction
Account, or any other Fund established hereunder, is subject to said rebate requirements
and does in fact generate earnings from “non-purposs invesmments’ in excess of the
amount which said investments would have earned at a rate equal to the "yvield" on the
Current Bonds, plus any income attributable to such excess, there shall be established a
separate and special fund with the Depository Bank, which fund shall be desipnated the
"Excess Eamnings and Rebate Fund”, which shall be utilized for the collection and
payment of any excess generated from investments and the remittance thereof to the
United States of America on or before the anniversary of the fifth (5th) vear from the date
of the Current Bonds, and once every five (5} vears thereafter until the final retirement
of the Current Bonds; the last installment, to the extent required, to be made no later than
sixty (60) days following the date on which funds sufficient for the complete retirement
of the Current Bonds are deposited with any escrow agent. The District further covenants
to file any and all reports, if any, as may be required to be filed with the Government
with regard to the Lability or non-hability of the District as to any such rebate
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requirsments and 10 mamtain records in regard therew for the peniod of time required by
applicable Treasury regulations.

Section 1002, Severabilitv Clause. 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 of this Resolution, which shall continue in full
force and effect

or parts thereof, in conflict with the provisions of this Resolution, are o the extent of such
conflict hereby repealed. It is hersby specifically ordered and provided that any proceedings
heretofore taken for the issuance of other bonds of the District payable or secured in any manner
by all or any part of the income and revenues of said System or any part thereof, and which have
not been heretofore issued and delivered, are hereby revoked and rescinded, and none of such
other bonds shall be issued and delivered. The District covenants 10 correct by appropriate

proceedings any required procedure previously taken invalidly.

Section 1004, Effective Immediateiv Upon Adoption. This Resolution shall take cffect
and be effective immediately upon its adopnon.

Adopred this Aagust 5, 1996,

GARRISON-QUINCY-KY-O-HEIGHTS
WATER DISTRICT

=

——1 .,l__..'.'

(Seal of District)
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CERTIFICATION

1, Richard Christy, hereby certify that [ am the duly qualified and acting Secretary of the
Garrison-Quincy-Ky-O-Heights Water District of Lewis County, Kentucky, and that the foregoing
Resolution is a true copy of a Rescluton duly adopted by the Board of Commissioners of said
District, signed by the Chairman of said District and attested under Seal by me as Secremary, at
a properly convened meeting of said Board of Commussioners held on August 5, 1996, as shown
by the official records of said District in my custody and under my control.

I further certify that said meeting was duly held in accordance with all applicable
requirements of Kentcky law, including KRS 61.810, 61.815, 61.820 and 61.825, that a quorum
was present at said mestng, that said Resoluton has not been modified, amended, revoked or
repealed, and that same is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature as Secretary and the official Seal of
the District this August 5, 1996.

i g o L
oy ff . d "
Iy L N P
— e i—
1 T

Secretary

(Seal of District)
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EXHIBIT A

Schedule of Principal Payments

Payment Due Principal Payment Due Principal
January 1. Payment January 1. Payment
1999 3,000 2019 7.500
2000 3,000 2020 7,500
2001 3,500 2021 8,000
2002 3,500 2022 8,500
2003 3,500 2023 8,500
2004 4,000 2024 9,500
2005 4,000 2025 9,500
2006 4,000 2026 10,000
2007 4,500 2027 10,500
2008 4,500 2028 11,000
2009 5.000 2029 11,500
2010 5,000 2030 12,000
2011 5,000 2031 12,500
2012 5,500 2032 13,000
2013 5,500 2033 14,000
2014 6,000 2034 13,000
2015 6,000 2035 15,500
2016 6,300 2036 15,500
2017 6,500

2018 7,000
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GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT
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BOND RESOLUTION

RESOLUTION OF THE GARRISON-QUINCY-KY-0O-HEIGHTS WATER
DISTRICT OF LEWIS COUNTY, KENTUCKY, AUTHORIZING AND
PROVIDING FOR THE ISSUANCE AND SALE OF $356,000 PRINCIPAL
AMOUNT OF GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT
WATERWORKS REVENUE BONDS, SERIES 2002 FOR THE PURPOSE OF
FINANCING THE COST (NOT OTHERWISE PROVIDED) OF THE
CONSTRUCTION OF EXTENSIONS, ADDITIONS AND IMPROVEMENTS
TO THE EXISTING WATERWORKS SYSTEM OF SAID DISTRICT;
SETTING FORTH TERMS AND CONDITIONS UPON WHICH SAID
BONDS MAY BE ISSUED AND OUTSTANDING; PROVIDING FOR THE
COLLECTION, SEGREGATION AND DISTRIBUTION OF THE REVE-
NUES OF SAID WATERWORKS SYSTEM; AND PROVIDING FOR AN
ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS.

WHEREAS, the waterworks system (the "System") of the Garrison-Quincy-KY -O-Heights
Water District (the "District”) is owned and operated by said District pursuant to Chapters 58 and
74 of the Kentucky Revised Statutes (the "Act™), and

WHEREAS, the District presently has outstanding certain Prior Bonds (as hercinafier
defined), which Prior Bonds are payable from and secured by a pledge of the revenues derived from
the operation of the System, and

WHEREAS, all of the Prior Bonds presently outstanding are current as to payment of both
principal and interest, and for the security of which a certain Sinking Fund and certain reserves are
being maintained in the manner and by the means prescribed in the Prior Bond Resolution (as
hereinafter defined) of the District, autherizing the Prior Bonds, and

WHEREAS, it is the desire and intent of the District at this time to authorize and provide for
the issuance of revenue bonds in the principal amount of $356,000 (the "Current Bonds"), for the
purpose of financing the cost (not otherwise provided) of the construction of extensions, additions
and improvements to the System of the District, in accordance with plans and specifications prepared
by Haworth, Meyer & Boleyn, Inc. and to presoribe the covenants of the District, the rights of
Bondowners and the details of the issuance and sale of the proposed Current Bonds, and

WHEREAS, the District desires and intends that the Current Bonds be issued so as to rank
on a parity basis with the Prior Bonds, and

WHEREAS, the Prior Bonds were issued (o and are now held by the Rural Development of
the Department of Agriculture of the United States of America {the "RD"), and



WHEREAS, the RID, as the Owner of the Pnor Bonds, has consented to the issuance by the
District of the Current Bonds, and

WHEREAS, the Public Service Commission of Kentucky has granted to the District a
Cerntificate of Public Conveniénce and Necessity, authonzing the construction of said extensions,
additions and improvements, and

WHEREAS, the proceeds of the Current Bonds will be supplemented by Grant Proceeds (as
hereinafter defined) in the amount of approximately $640,000, and by connection charges in the
amount of &t least 341,000, to provide the total cost of such construction,

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE GARRISON-QUINCY-KY-0O-HEIGHTS WATER DISTRICT OF
LEWIS COUNTY, KENTUCKY, AS FOLLOWS:



ARTICLE 1. DEFINITIONS; PURPOSE; AUTHORIZATION OF BONDS;
SECURITY.

Section 10]. Defipitions. As used in this Resolution, unless the context requires otherwise:
"Aet” refers to Chapters 58 and 74 of the Kentucky Revised Statutes,

YARC Grant"refers to the Appalachian Regional Commission grant described in Section 805
of this Resolution.

"Beginning Month" refers to the month following the month in which the Current Bonds
authonzed herein are 1ssued, sold and delivered 1o the Purchaser thereof.

"Bond Counsel” refers to an attorney or firm of attorneys recognized nationally as experts
in the field of municipal bond law and shall be deemed to refer to Rubin & Hays, Louisville,
Kentucky, or their successors.

"Bondovwner” or "Ohwner” refer o registered Owners of the Current Bonds at the time issued
and outstanding hereunder,

"Bonds" collectively refers to the outstanding Current Bonds, Prior Bonds and the Parity
Bonds,

"Bonds of 1966" or "Series 1966 Bonds" refer to the outstanding Gamison-Quincy-KY-0-
Heights Water District Waterworks System Revenue Bonds, dated November 15, 1966, in the
original authorized principal amount of $240,000,

“Bonds of [987" or "Series 1987 Bonds" refer to the outstanding Garrison-Quincy-KY-0-
Heights Water District Waterworks Revenue Bonds of 1987, Series A and B, dated February 23,
1988, in the original authorized principal amount of $300,000.

“"Bonds of 996" or "Series 1996 Bonds” refer 1o the outstanding Garrison-Quincy-KY-0-
Heights Water District Waterworks Revenue Bonds, Series 1996, dated November 13, 1996, in the
onginal authorized principal amount of $295.000,

"Bond Resolution of 1966" or "1966 Bond Resolution® refer to the Resolution authorizing
the Bonds of 1966, duly adopted by the Board of Commissioners of the District on February 8, 1966,

“Bond Resolution of 1987" or "1987 Bond Resolution” refer to the Resolution authorizing
the Bonds of 1987, duly adopted by the Board of Commissioners of the District on April 22, 1987,

“Bond Resolution of 1996" or "1996 Bond Resolution”™ reler 1o the Resolution authonizing
the Bonds of 1996, duly adopted by the Board of Commissioners of the District on August 5, 1996.

“Chairman " refers to the elected or appointed Chairman or Chairperson of the Commission.



"Code" refers to the Internal Revenue Code of 1986, as amended, and the Treasury
Regulations relating thereto.

"Commission” refers to the Board of Commissioners of the District, or such other body as
shall be the governing body of said District under the laws of Kentucky at any given time,

"Construction Account” tefers to the Gamison-Quincy-KY-O-Heights Water District
Construction Account, created in Section 301(B) of this Current Bond Rezolution.

"Contractors” refers to the general contractors who have been employed by the District to
construct the Project.

“Current Bond Resolution” or "Resolution” refer to this Resolution authorizing the Current
Bonds.

"Crrrent Bonds” refers to the $356,000 of Garrison-Quincy-KY-O-Heights Water Distnict
Waterworks Revenue Bonds, Series 2002 authorized by this Resolution, to be dated as of the date
of issuance thereof.

“Digpository Bank" refers to the bank, which shall be 8 member of the FDIC, which bank is
Citizens Deposit Bank, Garrison, Kentucky, or its successor.

“Depreciation Fund" tefers o the Gamison-Quiney-KY-O-Heights  Water District
Waterworks Depreciation Fund, described in Section 402 of this Resolution.

"Disirict” refers o the Garrison-Quincy-KY-0-Heights Water District of Lewis County,
Kentucky.

“Engineers” refers to the Engineers or any one of them, who prepared the plans and
specifications for the construction of the Project and who will supervise the construction thereof
andéor will furnish full time resident inspection of the construction of the Project, and shall be
deemed 1o refer to Haworth, Mever & Boleyn. Inc., or a member of said firm, or their successors.

“Event of Default” refers to one or more of the Events of Default set forth in Section 701 of
this Resolution.

"FOIC refers to the Federal Deposit Insurance Corporation, or its successors.

"Fiscal Year” refers to the annual accounting period of the District, beginning on January 1
and ending on December 31 of each vear.

"Funds" refers to the Construction Account, the Revenue Fund, the Sinking Fund, the
Depreciation Fund and the Operation and Maintenance Fund.

"Government " refers to the United States of America, or any agency thereof, including the
RD.



"Cirant Proceeds" refers (o the proceeds of the RD Grant and the ARC Grant.

"Independent Consulting Engineer” refers to a consulting engineer or a firm of consulting
engineers of recognized excellont reputation in the field of walerworks system engineering, and such
definition includes the Engineers named above.

“Interim Lender® refers to Kentucky Rural Water Finance Corporation, Bowling Green,
Kentucky, its successors or assigns, or any other financinl institution or governmental agency

approved by the District.

"Local Counsel” refers to Stanley & Bertram, PSC, Vanceburg, Kentucky, or any other
attorney or firm of attormneys designated by the District.

“"Multiple Advances" refers to the advance of loan funds from the RD as described in
Section 302 of this Resolution.

"Nore" refers to a single note or any number of notes, in such form as may be prescnbed by
the Interim Lender, including any revenue bond anticipation notes issued pursuant to Chapter 58 of
the Kentucky Revised Statules, including any renewal or extensions of the Note, issued by the
District evidencing the interim fnancing for the Project as prescribed in Section 302 of this
Resolution.

“"Operation and Maintenance Fund® refers 1o the Gamson-Quincy-KY-0O-Heights Water
District Waterworks Operation and Maintenance Fund described in Section 401 of this Resolution,

*Chetstanding Bonds " refers to the outstanding Bonds, and does not refer to, nor include, any
Bonds for the payment of the principal and interest of which sufficient funds will have been
deposited and earmarked for payment of Bonds; provided all Outstanding Bonds of any series held
by the RD shall be deemed to constitute Outstanding Bonds until paid regardless of the deposit of
funds to pay for same.

"Parity Bondy" refers to bonds which may be issued in the future which, pursuant to this
Resolution, rank on a basis of parity with the outstanding Bonds, as to priority, security and source
of payment, and does not refer to bonds which might be issued s0 as 1o rank inferor to the secunity
and source of payment of the outstanding Bonds,

“Prior Bonis " refers collectively to the Series 1966 Bonds, the Senes 1987 Bonds and the
Series 1996 Bonds,

*Prior Bond Resolution” refers collectively to the 1966 Bond Resolution, the 1987 Bond
Resolution and the 1996 Bond Resolution.

"Project” refers specifically to the construction of the currently proposed extensions,
additions and improvements to the System of the District, which Project is being financed by the
Current Bonds and by other funds.



"Purchaser” refers to the agency, person, firm or firms, or their successors, to whom the
Current Bonds herein authorized are awarded at the public sale of the Current Bonds.

"RD" refers to the Rural Development of the Department of Agricultore of the United States
of America.

"R Grane” refers to the RD grant described in Section 804 of this Resolution.

*Required Signatures " refers to the signatures necessary to be obtained with reference to the
approval of the expenditures 1o be made from the Construction Account, which required signaturcs
shall consist of the signatures of (1) the Chairman; (2) the Engineers; and (3) the Purchaser;
provided, however, any expenditures for issuance and administrative costs and the costs of any
equipment which is not permanently affixed to the real estate shall not require the signature or the

approval of the Engineers.

"Revenue Fund™ refers 1o the Gamison-Quincy-KY-0-Heights Water District Revenue Fund,
described in Section 401 of this Resolution.

"Secretary” refers to the elected or appoinied Secretary of the Commission.

"Sinking Fund" refers to the Garmison-Quincy-KY-0O-Heights Water District Walerworks
Bond and Interest Simking Fund, described in Section 401 of this Resolution.

"System”™ refers to the existing waterworks system of the District, together with all
extensions, additions and improvements to said System.

“Treasurer" refers to the elected or appointed Treasurer of the Commission,

"U.S Obligations"” refers to bonds or notes which are the direct obligations of the United
States of America, or obligations the principal of and interest on which are guaranteed by the United
Stales of America.

All words and terms importing the singular number shall, where the context requires, import
the plural number and vice versa, Unless otherwise indicated, references to Articles or Sections
refers to those in this Resolution.

Section 102. Purpose. The Current Bonds shall be issued for the purpose of financing the
cost (not otherwise provided) of the Project, as set out in the plans and specifications prepared by
the Engineers. The Commission hereby declares the System of the District, including the extensions,
additions and improvements to be constructed, to constitute a revenue producing public project, and
said System shall continue to be owned, controlled, operated and maintained by the District as a
revenue producing public project pursuant to the Act, so long as any Bonds remain outstanding.

hereby tul.!‘nnzm. qq:m'm:, I‘Hl.ﬁﬁmd mnﬁrm: ils pmrmus u:uun in ndv:m:amg for and wking
steps toward awarding the contracts for the construction of the Project to the lowest and best bidders,



and further approves the action of the District officials in entering into formal contracts with said
bidders, subject to the necessary approvals being obtained. Authorityis hereby given forundertaking
the construction of the Project according to the plans and specifications heretofore prepared by the
Engineers for the District, after all necessary approvals have been obtained.

Section 104, Declaration of Period of Usefulness. The Commission hereby declares that
the period of usefulness of the System is more than forty (40) years from the date of completion of

the Project.

Section 105. Authorization of Bonds. The District has heretofore determined that the total
cost of the Project, including preliminary expenses, land and rights-of-way, engineering expense,
capitalized interest during construction, legal and administrative costs, publication costs, initial
deposits required and all incidental expenses; will not exceed $1,037,000. Therefore, it is hereby
determined to be necessary in order for the District to finance the cost (not otherwise provided) of
the Project that the District issue a total of $356,000 of Current Bonds, based on the following
calculation:

Total cost of Project $1,037,000
Less;

RD Grant $415,000

ARC Grant 225,000

Connection Charges 41,000

Total Non-Bond Funds: 681,000
Balance to be financed by Current Bonds $356,000

Accordingly, for the purpose of financing the cost {not otherwise provided) of the Project,
under the provisions of the Act, there i1s hereby authorized to be issued and sold $356,000 principal
amount of Gamson-Cuincy-K'Y-0-Heights Water District Waterworks Revenue Bonds, Series 2002.

The Current Bonds shall be dated as of the date of delivery to the Purchaser thercof; shall
bear interest from such date at such interest rate as may be fixed by supplemental resolution as a
result ofthe adverhised sale and competitive bidding for such Current Bonds, as hereinafter provided,
and shall be 1ssued and delivered as preseribed in Section 202 hereof.

Interest on the Current Bonds shall be payable semiannually on January 1 and July 1 of cach
year, provided that the first interest payment peried will cover interest only from the date of delivery
of the Current Bonds to the ensuing January 1 or July 1, as the case may be. Principal of the Current
Bonds shall be payable on January 1 of each of the respective years until maturity, as set out in
Section 201 hereof.

Section 106. Recognition of Prior Bonds. The District hereby expressly recognizes and
acknowledges that the District has previously created for the benefit and protection of the owners

7



of the Prior Bonds, a certain lien and pledge and certain security rights relating to the System, all as
set forth in the Prior Bonds and in the Prior Bond Resolution.

Section 107. Current Bonds Shall be Payable on Out of Gross Revenuds. The Cuorrent
Bonds and any additional Parity Bonds that may be issued under the conditions and restrictions
hereinafter set forth, shall be payable solely on a first lien basis out of the gross revenues of the
System, en a parity with the Prior Boruds.

Section 108. Lien on Contracts. In addition to the revenue pledge securing the Bonds, a
lien is hereby created and granted in favor of the Bondowners on all contracts, and on all other rights
of the District pertaining to the System, enforceable by assignment to any receiver or other operalor
proceeding by authority of any court.




ARTICLE 2. THE BONDS; BOND FORM; PREPAYMENT,

Principal payments duc on the Current Bonds shall be
as set forth in the schedule of muturities set out in - Exhibit A attached to this Resolution and

incorporated herein.

s Iss r : The Purchaser of the Current
Bonds at the public sale shall take delivery of the Current Bonds in the form of one or more fully
registered bonds, as set forth in Exhibit B attached hereto and incorperated herein, amounting in the
aggregate (o the principal amount of the Current Bonds suthorized herein, maturing as to pringipal
as st out in Section 20]. The Current Bonds shall be numbered R-1 and consecutively upward
thereafter. Such Current Bonds shall, upon appropriate execution on behalf of the District as
prescribed, constitute the entire bond issue herein suthorized, shall be negotiable (subject o
registration requirements as to transferability), registered as to principal and interest and payable as
directed by the registered Qwner.

n P Both principal of and inter-
est on the Current Bonds shall be payable at the place and in the manner set out in the form of such
Current Bond. The Current Bonds shall be executed on behalfl of the District by the manual or
facsimile signature of the Chairman of the District, with the Corporate Seal of the District affixed
thereto and attested by the manual or facsimile signature of the Secretary of said District.

If either of the officers whose signatures appear on the Current Bonds ceases to be such
officer before delivery of said Current Bonds, such signatures shall nevertheless be valid for all
purposes the same as if such officers had remained in office unti] delivery.

Section 204, Provisions us to Prepavment. Except when all of the Current Bonds are
held by the Government, principal maturities falling due prior to January 1, 2012, shall not be subject
to prepayment. Principal maturities falling due on and after Janmary 1, 2012, shall be subject to
prepayment by the District on any interest payment date falling on and after January 1, 2011, ot par
plus accrued interest, without any prepayment penalty.

So Inngas.|I.Iuflh:Cmfmannd:muWnudhylh:GwmmL:]lwm]rnﬁh:Cm
Bonds, or in a multiple of $100, may be prepaid at any time in inverse chronological order of the
principal maturities due, al par plus accrued interest without any prepayment penalty.

Notice of such prepayment shall be given by certified mail to the Bondowner or his assignee,
at Jeast 30 days prior to the date fixed for prepayment. Notice of such prepayment may be waived
with the written consent of the Bondowner,



ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING;
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS.

Section 301. Constructi ni: Applica oeceds of Bonds; nsfers
and Deposits. The Treasurer, or such other District official as shall be designated by the
Commission, shall be the custodian of all funds belonging to and associated with the System. All
moneys in excess of the amount insured by the FDIC in the Construction Account shall be secured
by the Depository Bank in accordance with U, 8. Treasury Department Circular No. 176. The
afficials of the District entrusted with the receipt and disbursement of revenues of the System and
the custody of valushle property shall be covered by a fidelity bond in the amount of not less than
$68,000 (the "Fidelity Bond"), or such larger amount as the RD may require, which Fidelity Bond
shall be effective and secured by a surety company approved by the RD so long as it is owner of any
ofthe Current Bonds, The RD and the District shall be named co-obligees in such Fidelity Bond and
the amount thereof shall not be reduced without the written consent of the RD. Whenever sums in
the Funds shall exceed 568,000, the Fidelity Bond shall be increased accordingly as requested by and
with the approval of the RD,

A, Covenants Applicable if RD Purchases Carrent Bonds. 1t 15 acknow-
ledged that all covenants herein with reference to the necessity for approval of the RD, the nccessity
of observing RD regulations and procedures and the necessity of using RD forms (the "RD Forms”),
shall apply only if the RD is the Purchaser of the Current Bonds and only so long as theRD holds
the Current Bonds thereafter. In the event that the RD shall not be the Purchaser of the Current
Bonds, or, after purchasing same, shall sell or transfer the Current Bonds to an Owner who shall not
be the Government, all covenants herein with reference to the necessity for approval of the RD, the
necessity of ohserving RD regulations and procedures, and the necessity of using RD Forms, shall
not be applicable.

B. Application of Proceeds of Current Bonds. The proceeds of the Current
Bonds shall be applied as follows:

(1) Payment of Interim Financing, Costs of Project and Costs of
Issuance. Simultaneously with the delivery of the Current Bonds, there shall immediately
be paid to the Interim Lender (or the RD if Multiple Advances arc made) an amount
sufficient to pay principal of and interest on any temporary loans borrowed by the District
in anticipation of the sale and delivery of the Current Bonds and‘or of the receipt of Grant
Proceeds, Also, at the time of delivery of the Current Bonds, there shall be paid all amounts
then due and payable in connection with the costs of the Project and in connection with the
issuance of the Current Bonds.

{2)  Construction Account. If and to the extent that the proceeds of the
Current Bonds shall be in excess of the amount necessary to pay the interest, principal and
costs referred to in subparagraph B(1) of this Section, such excess amount shall immediately
be deposited in the "Garrison-Quiney-KY-0-Heights Water District Construction Account”
hereby created, which shall be established at the Depository Bank. There shall also be
deposited in said Construction Account the Grant Proceeds, as and when received, or said
Grant Proceeds may be applied, to the extent necessary, to liquidate or reduce any interim
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financing owed by the District at the time of receipt of Grant Proceeds. Simultaneously with
or prior to the delivery of the Current Bonds, there shall also be deposited in the Construction
Account the proceeds of the District contribution in the minimum amount of $41,000 (less
any amounts theretofore used for authorized purposes), to supplement the proceeds of the
Cuwrrent Bonds and Grant Proceeds in order to assure completion of the Project,

(3) Withdrawal of Funds From Construction Account. Pror (o the
expenditure by the District of any moneys from the Construction Account, the District must
obtain written approval from the RD as to such ¢xpenditures, if the RD is the Owner of any
Outstanding Bonds. The proceeds of said Construction Account shall be withdrawn only on
checks signed by the Chairman, the Treasurer (or by such other official of the District as may
be authonzed by the Commission), provided such official shall be covered by the Fidehty
Bond required by Section 301 of this Resolution, in payment for services and/or materials
supplied in connection with the Project, as evidenced by (1) a Requisition Certificate; and
{2} invoices and/or partial payment estimates bearing the written approval of the Engineers
and the Chairman (or by such other official of the District as may be authorized by the
Commission), and which invoices and/or partial payment estimates must have been reviewed
and approved for payment by the designated RD official.

Written approval or certification of the Engineers shall not be required for
matters not under the jurisdiction of the Engineers, such as legal fees, land acquisition and
related items.

During construction, the District shall disburse Construction Account funds
in a manner consistent with RD Instruction 1780.

The District shall prepare and submit any and all RD Forms required by the
RD. Periodic audits of the Dhstrict’s Construction Account records shall be made by RD as
determined by it to be necessary.

{4)  Transfer of Capitalized Interest to Sinking Fund. There shall be
transferred from the Construchon Account an amount sufficient to provide for capitalized
interest (initially estimated at $10,000) during the construction of the Project, as approved
by the Engineers and by the RD. If and to the extent not theretofore expended in paying
interest on interim financing and if and to the extent then needed to pay interest during the
remaining period of construction of the Project, such amount so transferred from the
Construction Account shall be deposited in the Sinking Fund.

(5) Investment of Funds in Construction Account. Pending disburse-
ment of amounts on deposit in the Construction Account, all such funds, or such portion of
said amounts on deposit in said Construction Account as is designated by the Commission,
shall be invested for the benefit of such Construction Account in Certificates of Deposit,
savings accounts or U.S. Obligations which may be converted readily into cash, having a
maturity date prior to the date when the sums invested will be needed for costs of the Project
{as determined by the Engineers, the Chairman and the RD), provided that to the extent that
any amounts on deposit in said Depository Bank shall cause the total deposits of
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the District in said Depository Bank to exceed the amount insured by the FDIC, the same
shall be continuously securcd by a valid pledge of U.S. Obligations, having an equivalent
market value, in conformity with Section 66,480 of the Kentucky Revised Statutes.
Investments in Certificates of Deposit may be made only if a separate RD Form 402-4
Agreement is executed, if the RD has purchased any of the Bonds, and investments in
Certificates of Deposit or savings accounts may be made only in such Certificates or
accounts of an FDIC bank. Any such investments will be a part of the Construction Account,
and income from such investments will be credited to the Construction Account. All such
investments shall be subject to the limitations set out in Section 303 hereof,

{6) Statements of Contractors, Engineers and Attorneys as to
Pavment. Prior to the delivery of the Current Bonds, if the RD is the Purchaser of the
Current Bonds, the District will be required to provide the RD with statements from the
Contractors, Engineers and attorneys for the District that they have been paid to date in
accordance with their contract or other agreements and, in the case of any Contractor, that
he has paid his suppliers and subcontractors. Any exceptions must be authorized under RD
Instruction 1780.

(7 Disposition of Balance in Constroction Account After Completion
of Project. When the Project has been completed and all construction costs have been paid
in full, as certified by the Engineers for the District andfor by the RD, any balance then
remaining in the Construction Account may, with the consent of the RD, be applied to the
cost of constructing additional extensions, additions and improvements to the System (the
" Additional Construction”). If such Additional Construction is to be undertaken by the
Contractors previously engaged in the Project, such Additional Construction may be
authorized by a change order.

If there is a balance remaining in the Construction Account after such
Additional Construction, such balance (subject to legal requirements as to possible refund
of any allocated portion of the balance derived from Grant Proceeds) shall be transferred to
the Sinking Fund, whereupon said Construction Account shall be closed. Such remaiming
balance in the Construction Account so transferred to the Sinking Fund shall be used by the
District immediately to prepay principal installments doe on the Current Bonds inthe inverse
order of maturities without prepayment penalty, provided further that any balance insufficient
lo prepay at least $100 of the principal payment falling due in any year on the Bonds will be
transferred to the Depreciation Fund.

Section 302. Interim Financing Authori

A, Interim Financing. The District shall use interim financing for the Project

during construction of that portion of the cost of the Project financed by the Current Bonds, 1if
available at reasonable rates and terms.

The borrowing of up 1o the aggregate sum of $356,000 from the Interim Lender is

hereby authorized; and the Chairman is hereby authorized to execute the Note in the name and on
behalf of the District, Each advance under the Note shall evidence a loan by the Interim Lender to
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the District for services rendered and/or materials supplied in connection with the Project, as
evidenced by a Requisition Certificate.

Interim financing shall be disbursed as follows:

(n At the direction of the Distriet, the Interim Lender shall disburse the
proceeds of the Note by cashier's checks directly to the parties entitled thereto as set forth in
the Requisition Certificate; or

(2) At the direction of the District, the Interim Lender shall deposit the
proceeds of the Note in the Construction Aecount, in which event amounts of the District on
deposit therein shall, until expended to the extent that same shall exceed the amount insured
by the FDIC, be fully secured by a pledge of U.S. Obligations.

The aggregate of the principal amount of all Notes shall not exceed $356,000. Each
Mote which is renewed or superseded shall be simultaneously cancelled by the Interim Lender and
transmitted to the Treasurer. The rate of interest applicable to each Note shall not exceed a
reasonable rate, which rate is subject to the approval of the RD.

The total authorized interim financing of $356,000 shall be the maximum
indebtedness which the District may owe at any one time to the Interim Lender for the purpose of
providing temporary canstruction financing for the Project; provided, however, that the District may
reduce the amount owed by the District to the Interim Lender from time to time as and when funds
are available to the District, whether derived from the proceeds of the Grant Proceeds, the proceeds
of the sale of the Current Bonds or otherwise, and may reborrow from the Interim Lender additional
amounts in anticipation of the further receipt by the District of additional proceeds from the Current
Bonds and/or Grant Proceeds.

The District hereby covenants and agrees with the Interim Lender that upon the
issuance and delivery of the Current Bonds and/or the receipt of said Grant Proceeds, the Distnet
will apply the proceeds thereof, to whatever extent may be necessary, in payment of the principal
amount of the Note, together with acerued interest thereon to the date of such payment; and the
proceeds of the Current Bonds and Grant Proceeds are hereby pledged therefor, and such pledge shall
constitute a first and prior charge against said proceeds.

Although the proceeds of the Current Bonds and Grant Proceeds are pledged to the
repayment of said interim financing, it is recognized that the Grant Proceeds may be applied 1o the
extent required at the time of receipt of the Grant Proceeds, to the payment of costs of the Project
due and owing by the District at the time of receipt of such Grant Proceeds, rather than to the
repayment of portions of the interim financing at that time. If and to the extent that the Grant
Proceeds are in excess of any costs of the Project due and owing at the time of receipt thereof, such
Grant Proceeds may be applied, in the same manner as set out herginabove, to the reduction of the
amount of the interim financing, after which, such interim financing may again be increased as
theretofore. The District further pledges the revenues of the System to the repayment of said interim
financing, subject to the vested rights and priorities of the pledges securing the Qutstanding Bonds.



It 15 understood that the foregoing constitutes an altemative method of obtaining
interim financing, and does not preclude the authonzation and sale, by public advertisement or
otherwise, of bond anticipation notes and/or grant anticipation notes to the most favorable bidder on
the open market, by concurrent or subsequent proceedings of the District.

B. Multiple Advances by RD. In the event the Current Bonds are purchased
by the RD, and in the event the District is unable to abtain & commitment for interim financing for
the Project from any Interim Lender at reasonable rates and terms, the Chairman is authorized to
request Multiple Advances of loan funds from the RD.

[fthe RD agrees to make Multiple Advances to the District pending the delivery of
the Current Bonds, the Chairman is hereby authorized to execute in the name and on behalf of the
District any number of Notes. Each such Note, evidencing an advance of funds by the RD to the
District, shall be in the form prescribed by the RD.

Each request for an advance from the RD shall be accompanied by a Requisition
Certificate. The District will also furnish to the RD, prior to the receipl of each Multiple Advance,
whatever additional documentation shall be requested by the RD, including an updated supplemental
title opinion of Local Counsel and an updated supplemental preliminary legal opinion of Bond
Counsel.

The proceeds of any Multiple Advances shall be either (1) disbursed directly to the
parties entitied thereto for services and/or materials supplied in connection with the Project; or
(i1} deposited into the Construction Account and disbursed in accordance with the provisions of
section 301 hereof, in which event amounts on deposit in such Construction Account shall, until
expended, to the extent that same shall exceed the amount insured by the FDIC, be fully secured by
a pledge of U.S. Obligations.

The proceeds of the Current Bonds are hereby pledged to the repayment of such
Multiple Advances, and such pledge shall constitute a first and prior pledge against such proceeds.
The District further pledges the revenues of the System to the repayment of said Multiple Advances,
subject to the vested rights and priorities of the pledges securing the Outstanding Bonds.

Section 3 i Limita f Proceeds. The District covenants
and certifies, in compliance with the Code, on the basis of known facts and reasonable expectations
on the date of adoption of this Resolution, that it is not expected that the proceeds of the Current
Bonds will be used in a manner which would cause the Current Bonds to be "arbitrage bonds" within
the meaning of Section 148 of the Code. The District covenants to the Owners of the Current Bonds
that {1} the District will make no use of the proceeds of said Current Bonds which, if such use had
been reasonably expected on the date of issue of such Current Bonds, would have caused such
Current Bonds to be "arbitrage bonds"; and (2) the District will comply with all of the requirements
of the Code to whatever extent is necessary to assure that the Current Bonds shall not be treated as
or constitute "arbitrage bonds" and that the interest on the Bonds shall be excludable from gross
income for federal income tax purposes.



Prior to or at the time of delivery of the Current Bonds, the Chairman and/or the Treasurer
(who are jointly and severally charged with the responsibility for the issuance of the Current Bonds)
are authorized to execute such certifications as shall be required by Bond Counsel, setting out all
known and contemplated facts concerning the anticipated construction, expenditures and
investments, including the execution of necessary and/or desirable certifications of the type
contemplated by Section 148 of the Code in order to assure that interest on the Current Bonds shall
be excludable from gross income for federal income tax purposes and that the Carrent Bonds will
not be treated as "arbitrage bonds",
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ARTICLE 4. FLOW OF FUNDS.

Section 401, Funds, There was heretofore created in the Prior Bond Resolution the
following funds and accounts:

(a)  Garrison-Quincy-KY-0O-Heights Water District Revenue Fund

(b)  Gamison-Quincy-KY-O-Heights Water District Waterworks Bond and
Interest Sinking Fund

{c) Garrison-Quincy-KY-0-Heights Water District Waterworks Depreciation
Fund

(d)  Garrison-Quincy-KY-O-Heights Water District Waterworks Operation and
Maintenance Fund

All of the Funds shall be maintained with the Depository Bank so long as any Bonds remain
outstanding.

Section 402. Flow of Funds. All proceedings preliminary to and in connection with the
issuance of the Outstanding Bonds, including provisions made for (I) the receipt, custody and

application of the proceeds of the Outstanding Bonds; (1i) the operation of the System on a revenue-
producing basis; (iii) the segregation, allocation and custody of the revenues derived from the
operation of the System; (iv) the enforcement and payment of the Outstanding Bonds and (v) the
depreciation of the System; and all other covenants for the benefit of Bondowners set out in the Frior
Bond Resolution, are hereby ratified and confirmed and shall continue in force and inure to the
security and benefit of the Outstanding Bongds, the same as if such provisions and proceedings were
get out in full herein; provided, further, that after the issuance of the Current Bonds, the income and
revenues of the System shall be collected, segregated, accounted for and distributed as follows:

A Revenue Fund. The District covenants and agrees that it will continue to
deposit in the Revenue Fund, promptly as received from time to time, all revenues of the System,
as same may be extended and improved from time to time, The moneys in the Revenue Fund shall
continue to be used, disbursed and applied by the District only for the purpose and in the manner and
order of priorities specified in the Prior Bond Resolution, as hereinafter modified by this Resolution,
all as permitted by the Act, and in accordance with previous contractual commitments.

B. Sinking Fund. At or afier the delivery of the Current Bonds, there shall be
transferred from the Construction Account to the Sinking Fund an amount sufficient to provide for
capitalized interest (initially estimated at $10,000) on the Current Bonds during the construction of
the Project, if and to the extent not theretofore expended in paying interest on interim financing and
if and (o the extent then needed to pay interest during the remaining period of construction of the
Project.

There shall be transferred from the Revenue Fund and deposited into the Sinking

Fund on or before the 20th day of each month, for payment of interest on and principal of the
Outstanding Bonds, a sum equal to the total of the following:
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(1) Anamount equal to one-sixth (1/6) of the next succeeding six-month interest
payment to become duc on the Bonds, plus

(2) A sum equal to one-twelfth (1/12) of the principal of any Bonds maturing on
the next succeeding January 1.

If the District for any reason shall fail to make any monthly deposit as required, then an
amount equal to the deficiency shall be set apart and deposited into the Sinking Fund out of the first
available revenues in the ensuing months, which amount shall be in addition to the monthly deposit
otherwise required during such succeeding months. Whenever there shall accumulate in the Sinking
Fund amounts in excess of the requirements during the next twelve months for paying the principal
of and interest due on the Qutstanding Bonds, as same fall due, such excess may be used for
redemption or prepayment of any Cutstanding Bonds, subject to the terms and conditions set forth
therein, prior to maturity.

C. Depreciation Fund. Pursuant to the provisions of the Prior Bond Resolution
which requires that an adjustment be made in the Depreciation Fund upon the issuance of bonds
ranking on a parity with the Prior Bonds, it is hereby determined that upon the issuance of the
Current Bonds, and upon completion of the Project, as certified by the Engineers and by the RD,
there shall next be transferred from the Revenue Fund the sum of at least 5165 each month which
shall be deposited into the Depreciation Fund until the Current Bonds are paid in full. These
deposits are in addition 1o the requirements of the Prior Bond Ordinance.

As further security for the Bondowners and for the benefit of the District, it has been
and is hereby provided that in addition to the monthly transfers required to be made from the
Revenue Fund into the Depreciation Fund, there shall be deposited into said Depreciation Fund all
proceeds of connection fees collected from potential customers (except the amournts necessary to pay
the actual costs and service connections applicable 1o said potential customers) to aid in the financing
of the cost of future extensions, additions and improvements to the System, plus the proceeds of any
property damage insurance (not otherwise used to replace damaged or destroyed property); and any
such amounts or proceeds so deposited shall be used solely and only for the purposes intended.

Moneys in the Depreciation Fund may be withdrawn and used by the District, upen
appropriate certification of the Commission, for the purpose of paying the cost of unusual or extra-
ordinary maintenance, repairs, rencwals and replacements not included in the annual budget of
current expenses and/or of paying the costs of constructing future extensions, additions and
improvements to the System which will either cnhance its revenue-producing capacity or will
provide a higher degree of service, and when necessary, for the purpose of making payments of
principal and interest on the Bonds if the amount on deposit in the Sinking Fund is not sufficient to
make such payments.

D. Operation and Maintenance Fund. There shall next be transferred monthly
from the Revenue Fund and deposited into said Operation and Maintenance Fund, sums sufficient
to meet the current expenses of operating and maintaining the System. The balance maintained in
said Operation and Maintenance Fund shall not be in excess of the amount required to cover
anticipated System expenditures for a two-month period pursuant to the District's annual budget.
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E. Monthly Principal and Interest Payments if Requested by the RD. So
long as any of the Bonds are held or insured by the RD, the District shall, if requested by the RD,
make the payments required by this Section 402, in monthly installments to the RD or to the insured
Owners of the Bonds.

F. Surplus Funds. Subject to the provisions for the disposition of the income
and revenues of the System as set forth hereinabove, which provisions are cumulative, and afier
paying or providing for the payment of debt service on any subordinate obligations, there shall be
transierred, within sixty days afier the end of each fiscal year, the balance of excess funds in the
Revenue Fund on such date, to the Depreciation Fund for application in accordance with the terms
of this Resolution or to the Sinking Fund to be applied to the maximum extent feasible, to the
prompt purchase or redemption of Outstanding Bonds.

G. Investment and Miscellaneous Provisions, All monies in the Sinking Fund
and the Depreciation Fund shall be deposited in the Depository Bank, or such portion thereof as 1=
designated by the Commission. All monies in the Sinking Fund and the Depreciation Fund shall be
invested for the benefit of such respective Funds in Certificates of Time Deposil or savings accounts
of the Depository Bank or in U.S. Obligations which may be converted readily into cash, having a
maturity date prior to the date when the sums invested will be needed for the purposes for which
such funds may be expended, provided that to the extent that any amount of the District on deposit
in the Depository Bank shall cause the total deposits of the District in said Depository Bank to
exceed the amount insured by the FDIC, such excess amount shall be continuously secured by a valid
pledge of U.S. Obligations, having an equivalent market value, in conformity with Section 66.480
of the Kentucky Revised Statutes.

If the RD has purchased any of the Outstanding Bonds, investments in Certificates
of Deposit may be made only if a separate RD Form 402-4 Agreement is exccuted. Any such invest-
ments will be a part of the respective Funds from which the proceeds invested are derived, and
income from such investments will be credited to such respective Funds, All investments of funds
derived from procecds of the Outstanding Bonds shall be subject to the applicable limitations set out
in Section 303 hereof.

All payments into the Funds shall be made on or before the twentieth (20th) day of
each month, except that when the twentieth (20th) day of any month shall be a Saturday, Sunday or
a legal holiday, then such payment shall be made on the next succeeding business day.

All monies held in any of the Funds shall be kept apart from all other District funds
and shall be deposited in the Depository Bank, and all such deposits which cause the aggregate of
all deposits of the District therein to be in excess of the amount secured by FDIC, shall {unless
invested as herein authorized) be secured by a surety bond or bonds or by a pledge of U.S.
Obligations, having a market value equivalent to such deposit.

The Treasurer shall keep appropriate records as to payment of principal and interest
installments and as to payment of principal of and interest on any Bonds.
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Section 403. Current Bonds on a Parity with Prior Bonds. 1t is herchy certified and
declared that prior to the issuance of any of the Current Bonds, there will have been procured and
filed with the District () a letter from the RD to the effect that the RD agrees to the issuance of the
Current Bonds ranking on & parity as 1o security and source of payment with the Prior Bonds, all of
which are owned by the RD, together with (ii) a certification signed by the RD to the effect thata
legend has been typed, stamped or otherwise affixed on each of the Prior Bonds held by the RD,
evidencing the agreement of the RD as the then Owner of the Prior Bonds, to the issuance of the
Current Bonds so as to rank on a parity with the Pror Bonds, such legend to be in substantially the
following form;

The holder of this Bond has consented to the issuance of 3356,000 of
Carrison-Cuincy-KY-0-Heights Water District Waterworks Revenue
Bonds, Series 2002 ranking on a parity as to security and source of
payment with this Bond.

Accordingly, it is hereby found and declared that the Current Bonds shall rank and be payable
on a parity with said cutstanding Prior Bonds from the gross income and revenues of the System.
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ARTICLE 8. COVENANTS OF DISTRICT

Section 501, Rates and Charges. The District shall charge such rates and charges for all
services and facilities rendered by the System, which rates and charges shall be reasonable, taking
into secount and consideration the cost and value of the System, the cost of maintaining, repairing
and operating same and the amounts necessary for the payment of principal of and interest on
Outstanding Bonds against the System. The District shall charge such rates and charges as shall be
adequate to meet the requirements of Articles 4 and 5 hereof.

The District covenants that it will not reduce the rates and charges for the services rendered
by the System without first filing with the Secretary a certification of an Independent Consulting
Engineer that the annual net revenues (defined as gross revenues less operating expenses) of the then
cxisting System for the fiscal year preceding the year in which such reduction is proposed, as such
annual net revenues arc adjusted, after taking into account the projected reduction in annual net
revenues anticipated to result from any such proposed rate decrease, are equal to not less than 120%
of the average annual debt service requirements for principal and interest on all of the then
Outstanding Bonds payable from the revenues of the System, calculated in the manner specified in
Section 603 hereof.

Section 502, Books and Accounts: Audit. The District shall maintain proper records and
accounts relating to the operation of the System and the District's financial affairs; and the

Bondowners, or their authorized representatives, shall have the right at all reasonable times 1o
inspect the facilities of the System and all records, accounts and data relating thereto. An annual
audit shall be made of the books and accounts pertinent to the System by a Certified Public
Accountant licensed in Kentucky. No later than ninety (W) days after the close of each Fiscal Year,
copies of such audit reports certified by such Centified Public Accountant shall be promptly mailed
to the RD without request, so long as the Government is the Owner of any of the Bonds, and to any
Bondowner that may have made a written request for same.

Monthly operating repons shall be furnished 10 the RD and 1o any Bondowner requesting
same, during the first two (2) years of operation afier completion of the Project, and whenever and
s0 long as the District is delinquent in any of the covenants set out in the Prior Bond Resolution or
this Current Bond Resolution. Thereafier, quarterly operating reports shall be furnished at all other
times to the RD and to any Bondowner requesting the same.

section »ikS, Svstem to L ontin [ BErated on i 1% PAr Basis: An '
While any of the Bonds are outstanding and unpaid, and to the extent permitted by law, the §
shall contimue to be operated and maintained on a Fiscal Year basis.

Not later than sixty (60) days before the end of each Fiscal Year, the District agrees to cause
to be prepared a proposed annual budget of operating expenses (the "Proposed Budget") of the
System for the then ensuing Fiscal Year, itemized on the basis of monthly requirements. A copy of
said Proposed Budget shall be mailed to any Bondowner who may request in writing a copy of such
Proposed Budget and 1o the RD without request, if the Government is the Owner of any of the
Bonds.
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For the purpose of the Proposed Budget, operating expenses shall include all reasonable and
necessary expenses of operating, repairing, maintaining and insuring the System, but shall exclude
depreciation and debt service payments, The District covenants that the operating expenses incurred
in any year will not exceed the reasonable and necessary amounts therefor, and that the District will
not expend any amount or incur any obligation for operation or mainienance and repair in excess of
the amounts provided for operating expenses in the annual budget, except upon resolution by the
District that such expenses are necessary to operate and maintain the System.

Not later than sixty (60) days before the end of each Fiscal Year, the District shall prepare
an estimate of gross revenues 1o be derived from the operation of the System for smd Fiscal Year,
and, to the extent that said gross revenues are insufficient (a) to pay debt service requirements on all
Outstanding Bonds during the ensuing Fiscal Year, (b) to accumulate and maintain all required
reserves enumerated herein and (c) o pay operating expenses, the District shall revise the rates and
charges sufficiently to provide the funds so required.

If the Owners of at least 50% of the principal amount of the Outstanding Bonds, or the
CGovernment so long as it is the Owner of any of said Outstanding Bonds, so request, the Commis-
sion shall hold an open hearing not later than thirty (301) days before the beginning of the ensuing
Fiscal Year, at which time any Bondowner may appear by agent or attorney and may file wrnitten
objections to such proposed budget. Notice of the time and place of such heanng shall be mailed
at lenst fifteen (1 5) days prior to the hearing 1o each regisiered Bondowner and to the Government,

The District covenants that annually before the first day of the Fiscal Year, the anmual budget
for the upcoming Fiscal Y car will be adopted substantially in accordance with the Proposed Budget,
and that no expenditures for operation and maintenance expenses of the System in excess of the
budgeted amount shall be made during such Fiscal Year unless directed by said District by a specific
resolution duly adopted.

Section 504. General Covenants, The District, through its Commission, hereby covenants
and agrees with the Owners of the Bonds that:

(1) It will faithfully and punctually perform all duties with reference to the
Svatem required by the Constitution and laws of the Commonwealth of
Kentucky;

(2) Tt will make and collect reasonable and sufficient rates and charges for
services and facilities rendered by the System;

(3) It will segregate the revenues and income from the System and make
application thereof consistent with and s provided by this Resolution;

(4)  Unless the written consent of the Owners of a majority of the principal
amount of the Outstanding Bonds has been obtained, the District agrees not
to sell, lease, mortgage or in any manner dispose of any integral part of the
System, including any and all appurtenances thereto and extensions, additions
and improvements that may be made thereto, until sll of the Outstanding

21



Bonds shall have been paid or provided for in full, as provided herein; subject
to the provisions of Section 607 hereof;

(5) It will maintain in good condition and continuously operate the System and
appurtenances thereto and will charge such rates and charges for the services
rendered therehy so that the gross income and revenues will be sufficient at
all times (1) 1o pay the interest on and principal of the Outstanding Bonds as
same become due; (i) to pay the cost of operating and maintmmng the
System; and (iii) to provide for an adequate depreciation account; and

(6) It will carry and maintain insurance on properties of the System subject to
loss or damage in amounts and against hazards substantially in accordance
with the practices of other districts, cities or corporations which own and
maintain waterworks systems under sirmlar conditions; and so long as the
Government is the Owner of any of the Outstanding Bonds, the Government
will be listed as co-beneficiary on any such policy; and the District shall
further comply with the insurance requirements of Section 506 hereof
{involving insurance on motors, tanks and structures).

uthuRD shaunwn m:,-' uI'II'H:Bde ﬂm Dmnﬂ.shall n:-numl:.rwhh mhRDmgxﬂmm
requirements and requests as shall be made by the RD, including the fumishing of operating and
other financial stalements, in such form and substance and for such periods as may be requested by
the RD, the carrying of insurance of such types and in such amounts as the RD may specify, with
insurance carriers acceptable to the RD and compliance with all of the terms and conditions of the
Loan Resolution (RD Form 1942-47) adopted and executed by the District, which is herchy
authorized, approved, ratified and confirmed.

Section 506, Insurance on Motors, Tunks and Structures, The District shall (a) im-
mediately after the adoption of this Resolution and (b) at the time of final acceptance of the Project,
insure all electric motors, elevated water storage tanks, pumping stations and major structures of the
System in an amount recommended by the Enginecrs and approved by the RD, so long as the RD
is the Owner of any of the Bonds, for the hazards usually covered in such area, and shall similarly
insure same in an amount recommended by the Engineers, without the necessity of approval by the
RD if and whenever the District has Outstanding Bonds agamst the System and none ol such
Outstanding Bonds are owned by the RD.
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ARTICLE 6. INFERIOR BONDS AND PARITY BONDS

Section 601. Inferior Bonds. Except as hercinafter provided below in this Article, the
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from the
revenues of the System unless the securily and/or pledge of the revenues to secure such additional
honds are made inferior and subordinate in all respects to the security of the Bonds.

The District expressly reserves the right al any time to issue its bonds or other obligations
payable from the revenues of the System and not ranking on a parity basis with the Current Bonds,
without any proof of previous eamings or net revenues, provided that the consent of the RID must
be obtained prior to the issuance of any inferior bonds so long as the RD owns any of the Bonds, and
provided further that, after the initial completion of the Project, such inferior bonds may be issued
anly for the purpose of providing for future extensions, additions and improvements to the System,
and only in express recognition of the priorities, liens and rights created and existing for the security,
source of payment and protection of the Qutstanding Bonds; provided further, that nothing in this
Section is intended to restrict or shall be construed as a restriction upon, the ordinary refunding all
or a portion of the Outstanding Bonids.

Section 602, Parity Bonds o Complete the Project. The District hereby certifies, cove-

nants and agrees that in the event that the cost of completion of the construction of the Project shall
exceed the moneys available to the District from any and all sources, the District shall have the right,
il necessary, to provide for such excess, and only such excess, through the issuance of Panity Bonds,
provided the District has obtained a certification from the Engincers to the effect that it is necessary
10 issue the desired amount of Parity Bonds in order to enable the District to pay the cost (not other-
wise provided) of the completion of the Project, and provided the District has complied with the
provisions of Section 603 below or has obtained:

{a) the consent of the RD if the Government is as the Owner of the Prior Bonds
at that time or the consent of any other Owners of the Prior Bonds, and

(b)  the consent of (1) the RD if the Government is the purchaser of the Current
Bonds: or (2) the Owners of at least 75% of the principal amount of the
Current Bonds outstanding, if the Current Bonds have been 1ssued, sold and
delivered and are held by Owners other than the Government.

Section 603, Parity Bonds to Finance Future Improvements, The District reserved the
right and privilege, and does hereby reserve the right and privilege, of issuing additional Parity
Bonds, but only under the conditions specified in the Current Bond Resolution, which conditions are
as follows:

The District further reserves the right to add new waterworks facilities and/or to finance
future extensions, additions and improvements to the System by the issuance of one or more
additional series of Parity Bonds to be secured by a parity lien on and ratably payable on a parity with
the Current Bonds, from the revenues of the System, provided:
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{a)  The facilities to be constructed from the proceeds of the additional Parity
Bonds are made a part of the System and their revenues are pledged as additional security
fior the additional Parity Bonds and for the Outstanding Bonds,

(k) The District is in compliance with all covenants and undertakings in
connection with all of the Outstanding Bonds.

(c) The annual net revenues (defined as gross revenues less operating expenses),
of the then existing System for the Fiscal Year preceding the yearin which such Parity Bonds
are to be issued, adjusted as hercinafter provided, shall be certified by an independent
Certified Public Accountant to be cqual at least one hundred twenty percent (120%) of the
average annual debt service requirements for principal and interest on all Outstanding Bonds
payable from the revenues of the System, plus the anticipated debt service requirements of
any Parity Bonds then proposed to be issued. The calculation of average annual debt service
requirements of principal and interest on the additional Parity Bonds to be issued shall,
regardless of whether such additional Parity Bonds are to be serial or term bonds, be
determined on the basis of the principal of and interest on such Parity Bonds being payable
in approximalely equal annual installments.

(d)  The annual net revenues referred to above may be adjusted for the purpose
of the foregoing computations to reflect;

(1) any revisions in the System's schedule of rates or charges being
imposed on or before the time of the issuance of any such additional Parity Bonds,
and

{2)  any increase in the annual net revenues to be realized from the
proposed extensions, additions and improvements being financed (in whole or in
part) by such additional Parity Bonds;

provided all such adjustments shall be based upon and included in a certification of an
Independent Consulting Engineer.

(¢)  Compliance with Section 603(a) through (d) shall not be necessary for the
1ssuance of Panty Bonds if the District has obtained (1) the written consent of the RD for the
issuance of such Parity Bonds, if the Government is the Owner of any Bonds at the time of
issuance of such Parity Bonds; and (2) the written consent of the Owners of all of the then
outstanding Prior Bonds, and no other prerequisite need be complied with by the District in
order to issue Parity Bonds,

ion 604. Coven be Com ith at Time of Iss Parity Bon
The District hereby covenants and agrees that in the event any Parity Bonds are issued, the District
shall:
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(a) Adjust the monthly amount to be deposited into the Sinking Fund on the same
basis as that prescribed in the provisions establishing such Sinking Fund, to reflect the
average annual debt service requirements of the Parity Bonds;

(b}  Adjust the minimum annual amount to be deposited monthly into the
Depreciation Fund on the same basis as that prescribed in the provisions establishing such
Depreciation Fund, taking into account the future debt service requirements of all Bonds
which will then be outstanding against the System; and

(c) Make such Parity Bonds payable as to principal on January | of each year in
which principal falls due and payable as to interest on January | and July 1 of each vear until
the final maturity of such Parity Bonds,

Section 605. Prepavment Provisions Applicable to Parity Bonds. If, in connection

with any subsequently issued series of Parity Bonds, it is provided that excess revenues in the
Revenue Fund shall be used to prepay Outstanding Bonds in advance of scheduled maturity, or if the
District at its option undertakes to prepay Quistanding Bonds in advance of scheduled maturity, it
is agreed and understood, for so long as the Government owns any of the Outstanding Bonds, that
no such prepayment will be effected without the approval of the RD.

Section 606. Consent of the RD Regarding Foture Bonds. Notwithstanding any other

provisions of this Resolution, the District agrees that so long as the Government owns any Out-
standing Bonds against and/or payable from the revenues of the System, the District will not issue
any future bonds, notes or other obligations against, secured by or payable from the revenues of the
System without the written consent of the RD.

Section 607. Priority of Lien: Permissible Disposition of Surplus or Obsolete Facilities.

The District covenants and agrees that so long as any of the Prior Bonds and/or Bonds are
outstanding, the District will not sell or otherwise dispose of any of the facilities of the Svstem, or
any part thereof, and, except as provided above, the District will not create or permit to be created
any charge or lien on the revenues thereof ranking equal or prior to the charge or lien of the
Outstanding Bonds. Notwithstanding the foregoing, the District may at any time permanently
abandon the use of, or sell at fair market value, any part of the facilities of the System, provided that:

(a) The Distriet is in compliance with all covenants and undertakings in
connection with all of the Outstanding Bonds, and the required reserves for
such Outstanding Bonds will have been accumulated;

(b}  The District will, in the event of any such sale, apply the proceeds 1o either
(1) redemption of Outstanding Bonds in accordance with the provisions
goveming prepayment of bonds in advance of maturity; or (2) replacement
of the facility so disposed of by another facility, the revenues of which shall
be incorporated into the System, as hereinbefore provided;
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plus the estimated net revenues of the facilities, if any, to be added to the
System, comply with the earnings requirements hereinbefore provided in the
provisions and conditions governing the issuance of Parity Bonds.

Notwithstanding any other provisions hereof, so long as any Bonds are held by the
Government, the District shall not dispose of its title to the System or to any part thereof, without
first obtaining the written consent of the RD.
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ARTICLE 7. DEFAULT AND CONSEQUENCES

Section 701, Events of Default, The following items shall constitute an Event of Default
on the part of the District:

(a) The failure to pay principal of the Bonds as and when same shall become duc
and payable, either at maturity or by proceedings for redemption.

(b} The failure to pay any installment of interest on the Bonds when the same
shall become due and payable or, if any or all ofthe Outstanding Bonds are
owned by the RD, within thirty (30) days thereafier.

{c)  The default by the District in the due or punctual performance of any of the
covenants, conditions, agreements and provisions contained in the Bonds, the
Prior Bond Resolution or in this Resolution.

(d)  The failure to promptly repair, replace or reconstruct facilities of the System
that have been damaged andfor destroyed.

(e) The entering of any order or decree with the consent or the acquiescence of
the District, appointing a receiver of all or any part of the System or any
revenues thereof] or if such order or decree shall be entered without the
acquiescence or consent of the District, its failure to have the order vacated,
discharged or stayed on appeal within sixth (60) days after entry,

Section 702. Consequences of Event of Defanlt. Any Owner of the Current Bonds may

enforce and compel the performance of all duties and obligations of the District sct forth herein.
Upon the occurrence of an Event of Default, then upon the filing of a suit by any Owner of said the
Current Bonds, any court having jurisdiction of the action may appoint a receiver to administer said
System on behalf of the District with power to charge and collect rates sufficient to provide for the
payment of operating and maintenance expenses and for the payment of principal of and interest on
the Outstanding Bonds and to provide and apply the income and revenues in conformity with this
Resolution and with the laws of the Commonwealth of Kentucky.

The District hereby agrees to transfer to any bona fide receiver or other subsequent operator
of the System, pursuant to any valid court order in a proceeding brought to enforce collection or
payment of the District's obligations, all contracts and other rights of the District pertaining to the
System, conditionally, for such time only as such receiver or operator shall operate by authority of
the court. Upaon the occurrence of an Event of Default, the Owner of any of the Outstanding Bonds
may require the governing body of the District by appropriate order to raise the rates a reasonable
amount consistent with the requirements of this Resolution.
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ARTICLE 8. CONTRACTUAL PROVISIONS; GRANT APPROVAL;
MISCELLANEOUS PROVISIONS.

Section 801. Resolution Contractual with Bondowners, The provisions of this Resolu-
tion constitute a contract between the District and its Commussion and the Owners of the Current
Bonds as may be outstanding from time to time; and after the issuance of any of said Current Bonds,
no change, alteration or varintion of any kind of the provisions of this Resolution shall be made in
any manner which will affect an Owner's rights except as herein provided or except with the written
consent of all Bondowners until such time as all of the Current Bonds and the interest thereon have
been paid in full or fully provided for; provided that the Commission may adopt any resolution for
any purpose not inconsistent with the terms of this Resolution and which shall not impair the security
of the Owners of the Current Bonds and/or for the purpose of curing any ambiguity, or of curing,
correcting or supplementing any defective or inconsistent provisions contained herein or in any
resolution or other proceedings pertaining hereto,

It is further agreed that the Owners of 75% in principal amount of the Current Bonds at any
time outstanding shall have the right to consent 1o and approve the adoption of resolutions or other
proceedings, modifying or amending any of the terms or provisions comtained in this Resolution,
subject to the condilions that (a) this Resolution shall not be so modified in any manner that may
adversely affect the rights of the Owners of any of the Prior Bonds, nor in any manner that may
adversely affect the rights of any certain Owners of the Outstanding Bonds without similarly
affecting the rights of all Owners of such Outstanding Bonds, or to reduce the percentage of the
number of Owners whose consent is required to effect a further modification and (b) no such change
may be effected without the consent of the RD so long as the RD owns any of the Outstanding
Bonds.

Section 802. Al Current Bonds are Equal. The Current Bonds authorized herein shall
not be entitled 1o priority one over the other in the application of the income and revenues of the

System, or with respect to the security for their payment, regardiess of the time or times of their
issuance, it being the miention that there shall be no prnonty among any of the Current Bonds
regardiess of the fact that they may be actually issued and delivered st different times.
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the Currenl Bonds, if it appears to the Government that the District is able to refund such Current
Bonds in whole or in part, by oblaming a loan for such purposes from responsible cooperalive or
private credit sources, or to sell bonds of the District in the open market, ai reasonable rates and
terms, for loans or bond issues for similar purposes and periods of time, the District will, upon
request of the Government, obtain such loan and/or 1ssue such bonds in sufficient amount to repay
the Government and will take all such action as may be required in connection therewith.

In addition, so long as the Government is the Owner of any of the Current Bonds, the District
shall not issue any bonds or other obligations for the purpose of defeasing or otherwise terminating
the lien of the Current Bonds without immediately prepaying all of the then outstanding Current
Bonds.
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Section 804, Approval and Acceptance of RD Grant Agreement. The RD has agreed
to make a grant lo the District in the amount of $415,000 (the "RD Grant") to supplement the
proceeds of the Current Bonds in order to provide the total cost of the Project, and the RD has
requested the District to approve, accept and execute RD Form 1780-12 (the "RD Grant
Agreement"), setting out the terms and conditions upon which said RD Grant will be made, Said
RD Grant Agreement is hereby approved, and the Chairman and the Secretary are authonzed 1o
execute said RD Grant Agreement on behalf of the District. The Chairman and Secretary are also
authorized on behalfl of the District to-accept any and all other RD Grants offered to the District in
connection with the Project and to execute any and all RD Grant Agreements and any other
documents as may be requested by the RD in connection with RD Grants which have been and/or
which may hereafter be approved for such Project.

Section 805. Approval and Acceptance of ARC Grant Agreement.  The Appalachian
Regional Commission (the "ARC") has agreed to make a grant to the District in the amount of
£225,000 (the "ARC Grant") to supplement the proceeds of the Current Bonds in order to provide
the total cost of the Project, and the ARC has requested the District o approve, accept and execufe
acertain ARC Grant Agreement (the "ARC Grant Agreement"), setting out the terms and conditions
upon which said ARC Grant will be made, Said ARC Grant Agreement is hereby approved, and the
Chairman and the Secretary are authonized to execute said ARC Grant Agreement on behalf of the
District. The Chairman and Secretary are also authorized on behalf of the District to accept any and
all other ARC Grants offered to the District in connection with the Project and to execute any and
all ARC Grant Agreements and any other documents as may be requested by the ARC in connection
with ARC Grants which have been and/or which may hereafter be approved for such Project.

ection 806. Authorization. Ratification and Confirmation of A valand Exec

of Various Documents. The Commission hereby authonzes, approves, ratifies and confirms the
previous action of the officers of the District in approving and executing various documents related
to the financing of the Project, including the following:

(a) Legal Services Agreement with Bond Counsel,
(b}  Legal Services Agreement with Local Counsel,

{c) Letter of Intent to Meet Conditions of BD Letter of Conditions (RD
Form 1942-46).

(d) Loan Resolution (RD Form 1942-47).
(e}  Agreement for Engineering Services with the Engineers.

Section i ondemmn: nts r Sites. In
the event that (a) any necessary deeds of easement to allow construction of the Project over the
property of any property owner or {b) any necessary deed to the necessary site of any waterworks
facility of the Project shall not be obtained through negotiation within ten (10) days after the date
of adoption of this Resolution and in the event that (1) such waterworks lines cannot be located
within the right-of-way of the State and/or County road involved; andfor (2) such waterworks
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fucilities canniot be located on a site already owned by the District, Local Counsel is hereby
authorized and directed to file condemmnation actions to obtain such necessary n ghis-of-way and/or
sites forthwith, without further authorization or direction from the District or the Commission. Local
Counsel is further directed to follow the same condemnation procedure in the event that it becomes
necessary, through change orders, line extensions and/or errors in the location of property lines
and/ar property owners, to obtain additional easements, n ghts-of-way and/or sites for completion
of the Project and whenever the necessary deed is not obtained by negoliation at least ten (10) days
prior to the date on which construction is contemplated in the respective easement, right-of-way
and’or site.

The District further approves the payment from the funds available therefor allocated to the
costs of the Praject to pay any judgment award, or compromise, determined by Local Counsel with
the acquiescence of the Commission, toward the costs of such eascments, rights-of-way and/or sites;
provided, in each instance, that the payment of such funds to satisfy any judgment, award or
compromise must first be approved by the RD; and the Commission further determines that if and
to whatever extent the funds available from the proceeds of the financing contemplated by this
Resolution shall be inadequate to pay any judgment, award or compromise amount for such
easements, rights-of-way and/or sites, or if the District is unable to obtain the approval of the RD for
any such payment, the Commission shall take all reasonably necessary actions, within the powers
and authority of the Commission, to make such additional amount available from all other available
District resources.

Section 808, Authorization to File Required Financing Statements. In the event that il
is determined by Bond Counsel or Local Counsel that the District is required to file any financing
statemnents under the Kentucky Uniform Commercial Code in order to perfect the pledge of the gross
revenues of the District's System as security for the Current Bonds, Bond Counsel and/or Local
Counsel are hereby authorized to prepare and file with the appropriate officials such financing
statements as they deem necessary.
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ARTICLE 9. SALE OF CURRENT BONDS

Section 901. Sale of Current Bonds. The Current Bonds shall be offered publicly for sale
gpon the basis of sealed, competitive bids at such time as the Commission shall designate.

A suggested form of "Notice of Bond Sale", a suggested form of "Official Notice of Sale of
Bonds" and a suggested form of "Bid Form", having been prepared in advance by Bond Counsel, and
all of such documents having been found to be in satisfactory form, a copy of each 15 hereby ordered
to be filed in the records of the Secretary with the Minutes of the meeting at which this Resolution
i5 adopted. The Notice of Bond Sale shall be signed by the Secretary and may be used for the
purpose of publishing notice of the sale of the Current Bonds. Copies of such documents shall be
furnished to any interested parties who may request same.

In the event that there 15 no bid or that all bids are rejected, the District may readvertise the
sale pursuant to this Resolution.

Consent of FI.II'E]:IIS'E-I' if Deliwrv is Deln}:ed In t'he event rhat delwer}r crfthe Currem Bonds
authorized herein is delayed for any reason and the District, with the consent of the Purchaser of the
Current Bonds, determines it is in the District's best interest to change the maturities, the applicable
prepayment date or any other dates, the District may adjust the same by a Resolution of the
Commission approving the adjustments.
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ARTICLE 10. CONCLUDING PROVISIONS

Section 1001. Covenant of District to Take All Necessary Action To Assure Compliance
with the Code, In order to assure the Owners of the Current Bonds that such Current Bonds shall

continue to be legal and that interest thereon will continue to be excludable from gross income for
federal income tax purposes and exempt from all Kentucky income taxation, the District covenants
to and with the Owners of the Current Bonds to take the following action:

(a)  TheDistmctwill (1) take all actions necessary to comply with the provisions
of the Code necessary to assure that interest on the Cumrent Bonds will be excludahle from
gross income for federal income tax purposes; (2) will take no actions which will viclate any
of the provisions of the Code; and (3) not use the proceeds of the Current Bonds for any
purpose which will cause interest on the Current Bonds or on interim financing obligations,
including, but not limited to the Note, issued pursuant to Section 302 hereof to become
includable in gross income for federal income tax purposes.

(b)  TheDistrict hereby certifies that it does not reasonably anticipate that the total
principal amount of "qualified tax-exempt obligations” within the meaning of
Section 265(b)(3) of the Code which the District, or any subordinate entity of the Distriet,
will issue during the calendar year during which the Current Bonds are issued, will exceed
$10,000,000; and therefore the District hereby designates the Current Bonds and all interim
financing obligations, including, but not imited to the Note, issued pursuant to Section 302
hereof as "qualified tax-exempt obligations".

{c) The District further certifies that the Current Bonds and any and all interim
financing obligations of the District are not "private activity bonds" within the meaning of
the Code.

(d)  The District covenants and agrees 1o comply with the rebate requirements on
certain excess earnings imposed by Section 148 of the Code, and in the event it is determined
by the Distnict, upon the advice of Bond Counsel, that the Construction Account, or any other
Fund established hereunder, is subject to said rebate requirements and does in fact generate
camings from "non-purpose investments” in excess of the amount which said investments
would have eamed at a rate equal to the "vield" on the Current Bonds, plus any income
attributable to such excess, there shall be established a separate and special fund with the
Depository Bank, which fund shall be designated the "Excess Earnings and Rebate Fund”,
which shall be utilized for the collection and payment of any excess generated from invest-
ments and the remittance thereof to the United States of America on or before the
anniversary of the fifth (5th) year from the date of the Current Bonds, and once every five (3)
years thereafter until the final retirement of the Current Bonds: the last installment, to the
extent required, to be made no later than sixty (60) days following the date on which funds
sufficient for the complete retirement of the Current Bonds are deposited with any escrow
agent. The District further covenants to file any and all reports, if any, as may be required
to be filed with the Government with regard to the liability or non-liability of the District as
to any such rebate requirements and to maintain records in regard thereto for the period of
time required by applicable Treasury regulations.

32



Section 1002, Severability Clause, [f uny section, paragraph, clause or provision of this
Resolution shall be held invalid, the invalidity of such section, paragraph, clause or provision shall
not affeet any of the remaining provisions of this Resolution. which shall continue in full force and

effect.
Section 1003. All Provisions in Conflict Repealed. All motions, resolutions and orders,

or parts thereof, in conflict with the provisions of this Resolution, are to the extent of such conflict
herehy repealed. Tt is hereby specifically ordered and provided that any proceedings heretofore taken
for the issuance of other bonds of the District payable or secured in any manner by all or any part of
the income and revenues of said System or any pan thereof, and which have not been heretofore
issucd and delivered, are hereby revoked and rescinded, and none of such other bonds shall be issued
and delivered. The District covenants to corréct by appropriate proceedings any required procedure
previously taken invahidly,

pn, This Resolution shall take effect

g LHE

i LLE =4, | (il
and be effective immediately upon its adoption.

Adopied this June 3, 2002.

GARRISON-QUINCY-KY-O-HEIGHTS
WATER DISTRICT

{Seal of District)
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CERTIFICATION

I, the undersigned, hereby certify that T am the duly qualified and acting Secretary of the
Garmison-Quincy-KY-0-Heights Water District of Lewis County, Kentucky, and that the foregoing
Resolution is a true copy of @ Resolution duly adopted by the Board of Commissioners of said
District, signed by the Chairperson of said District and attested under Seal by me as Secretary, at a
properly convened meeting of said Board of Commissioners held on June 3, 2002, as shown by the
official records of said District in my custody and under my control.

I further certify that said meeting was duly held in accordance with all applicable
requirements of Kentucky law, including KRS 61.810, 61.815, 61.820 and 61.825, that a quorum
was present at said meeting, that said Resolution has not been modified, amended, revoked or
repealed, and that same i1s now in full force and effect.

INTESTIMONY WHEREOF, witness my signature as Secretary and the official Seal of the
Diistrict this June 3, 2002,

Sﬂcrey‘j

(Seal of District)
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EXHIBIT A

Schedule of Principal Payments

Payment Due Principal Payment Due Principal
January 1, Pavment Jamuary 1, Pavment
2005 $4,000 2024 $9,000
2006 £,000 2025 9,000
2007 4,000 2026 9,000
2008 4,000 2027 10,000
2009 4,000 2028 10,000
2010 5,000 2029 11,0060
2011 5,000 2030 11,0003
2012 5,000 2031 12,0(H)
2013 5,000 2032 12,000
2014 6,000 2033 13,000
2015 6,000 2034 13,006
2016 6,000 2035 14,000
2017 6,000 2036 15,000
2018 7,000 2037 15,000
2019 7,000 2038 16,000
2020 7,000 2039 17,000
2021 2,000 2040 17,000
2022 &,000 2041 18,000

2023 B.000 2042 16,000
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Re:  Assistance Agreement between the Kentucky Infrastructurc Authority ("KIA")
and Garrison-Quincy-KY-O.Hcights Water District  (the "Governmental
Agcency”), dated as of April |, 2015

GENERAL CLOSING CERTIFICATE OF GOVERNMENTAL AGENCY

In conneéction with the above-captioned Assistance Agrecment (the “Assistance
Agreement"), the Governiunental Agency, through its undersigned duly authorized ofticer hereby
certifies. represents, warrants and covenants as follows:

. No cvent of default exists, or with the passage of time will exist, under the
Assistance Agreement and the representations and warranties sct forth in the Assistance
Agreement arc true and correct as of the date hercof.

2. 'The Governmental Ageney has examinxl and is familiar with proceedings of the
governing body of the Govermmentul Agency approving the Assistance Agreement and
authorizing its ncgotiation, execution and dclivery and such proceedings were duly cnacted or
adopted at a meeting of the governing body of the Governmental Agency at which a quorum was
present and acting throughout: such proccedings are in {ull force and effect and have not been
superseded, altered, samended or repealed as of the date hereof: and such mecting was duly culled
and held in accordance with lvw.

33 The Governmental Agency is a duly organized and validly cxisting political
subdivision of thc Commonwecalth of Kentucky with full power to own its properties. conduct its
affairs. cnter into the Assistance Agreement and consummatce the transactions contemplated
thercby.

4. The ncgotiation. ¢xccution and delivery of the Assistance Agreecment by the
Governmental Agency and the consummation of the transactions contemplated thercby by the
Governmental Agency have been duly authorized by all requisite action of the goveming body of
the Governmental Agency.

3 The Assistance Agreement has been duly cxecuted and delivered by the
Governmental Agency and is a valid and binding obligation of the Governmental Agency
enforceable in accordance with its terins, except to the extent that the enforceability thercof may
be limited by equitable principles and by bankruptcy, reorganization, moratoriwn, insolvency or
similar laws heretofore or hereafter cnacted relating to or aflecting the entorcement of creditors’
rights or remedies generally.

6. There is no controversy or litigation of any nature pending, or to the knowledge of
the Governmental Agency after diligent inquiry. thrcatened, in any court or befere any board,
tribunal or administrative body, te challenge in any manner the authority of the Governmental
Agency or its govemning budy to make paymenis under the Assistance Agreement or to construct
the Project. or to challenge in any manncr the authority of the Governmental Agency or its
governing body to take any of the actions which have been taken in the authorization or delivery
of the Assistance Agrcement or the construction of the Project, or in any way oontesting or
alfecting the validity of the Assistance Agreement, or in any way qucstioning any proceedings
taken with respect to the authorization or dclivery by the Governmental Agency of the
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any monies or securily provided therefor, or i any way questioning the due existence or powers
of the Governmental Agency, or otherwise wherein an unfavorable decision would have an
adverse impact on the transactions authorized in connection with the Assistance Agreement.

T The suthorization and delivery of the Assistance Agreement and the
consummation of the transactions contemplated thereby will not constitute an event of default or
violation or breach, nor an event which, with the giving of notice or the passage of time or both,
would constitute an event of defaull or violation or breach, under any costract, agreement,
instrument. indenture, lease, judicial or administrative order, decree, rule or regulation or other
document or law affecting the Govemmental Agency or its governing body.

8 All sctions taken by the Governmental Agency in connection with the Assistance
Agreement and the loan described therein and the Project, as defined in the Assistance
Agreement, have been in full comphance with the provisions of the Kentueky Open Meetings
Law, KRS 61.805 to 61,850,

9. The Governmental Agency has all licenses, permits and other governmental
approvals required to own, occupy, operate and maintain the Project and to enter inte the
Assistance Agreement, is nol in violation of and has not received any notice of an alleged
violation of any zoning or land use laws applicable 1o the Governmental Agency Project, and has
full right, pﬂWﬂuﬂauﬂﬁﬁlfIﬂpHMﬂwMIHﬂmiugﬁﬂpﬂﬁdnd for in the Assistance
Agreement,

1. The individuals named below are the duly elected or appointed qualified and

acting incumbents in the office of the Govemnmental Agency indicated afier their respective
numes and the signatures subscribed above their names are their genuine signatures.

WITNESS our signatures, this _/ 2 day of '}ﬂle? , 2015,

GOVERNMENTAL AGENCY:
GARRISON-QUINCY-KY-O-HEIGHTS
WATER DISTRICT
E}': - i L
Name: ' v
Title: Chairman

Attest:

By: _ YD\ ol

Mame: Yorgas COLLY L

Title: Secretary
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COMMONWEALTH OF KENTUCKY
OFFICE OF THE LEWIS COUNTY ATTORNEY

THOMAS M. BERTRAM 11
112 SECOMD STRERT SUTTE NI
COURT I OUSE
VANCEBURG, KEMTUCKY 41179

TELEPHONT jhis 7963301
FACSIMILE jis) ™81

May 13, 2015

AN EXTENDED COPY OF THE OPINION OF THE DISTRICT'S ATTORNEY

Kentucky Infrastructure Authority
1024 Capital Center Drive

Suite 340

Frankfort, Kentucky 40601

RE: Assistance Agreement by and between Kentucky Infrastructure Authority and
Garmison-Quincy-KY-O-Heights Water District, dated as of April 1, 2015

Ladies and Gentlemen:

The undersigned is an attomney at law duly admitted to the practice of law in the Commonwealth
of Kentucky and is legal counsel 10 the Gamison-Quincy-Ky-O-Heights Water District,
hereinafter referred to as the "Governmental Agency”. | am familiar with the organization and
existence of the Governmental Agency and the laws of the Commonwealth applicable thereto.
Additionally, | am familiar with the drinking water supply project (the "Project") with respect to
which the Assistance Agreement by and between the Kentucky Infrastructure Authority
("Authority”) and the Governmental Agency is being authorized, executed and delivered.

| have reviewed the form of Assistance Agreement by and between the Authority and the
Governmental Agency, the resolution or ordinance of the goveming authority authorizing the
execution and delivery of said Assistance Agreement.

Based upon my review [ am of the opinion that:

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

2) The Assistance Agreement has been duly executed and delivered by the Governmental
Agency and is a valid and binding obligation of the Governmental Agency enforceable in
accordance with its terms, except to the extent that the enforceability thereof may be limited by
equitable principles and by bankruptcy, reorganization, moratorium, insolvency or similar laws



heretotare or hereafter enicted relnting 1o or affecting the entoresinent of creditors’ rights or
remedicy penerally.

3) The Governmental Agency has all nce essary power and authonlty (i) (e enter into. perform and
consummate all transuctions contemplated by the Assistance Agraement, and (ii) to execute ond
deliver the docunients and instrameals to be excewted and delivered by it in connection with the
constiuction ol the Project.

4) The Service Charges, as defined in the Asgistunce Agreement. arc in lull (bsce and cflect and
have been duly and towlully adopted hy the Governmental Agency.

$) The exceution and delivety of the Assisince Agreernent amdd the performance hy  the
CGovernmental Agency of its obligattons thereunder does not and will not conilict with, violole or
consutute 3 default under any' court or administrative osder. deense or ruling. vrany law, statute.
ordinance or regulation, or any ugrecment, indenture, mortgage, lease, note are ather obligmion or
instrument, binding upon the CGovernmental Agency. or any ol its propenics or mscts, The
Goyemunenial Agency' has ohutined cach and cvery autherization. consent, permil, appawal or
ficense of or filing or ryistration with. any coun or goverronental departiment. commission,
board, burcau. sgency or instumentality. or any apecitically granted exempltion from ony ol the
fonzgolng, that is necegsary to the valid exeewtion, delivery or peslormanee by the Governmental
Agency of the AsSistance Agreement und twe imposition of the Service Charges.

6 To the bew of my knowledge afier due inguiry there is no action. suit. procecdings or
investigation it law or in equity before any court, public buarl or bady pendiag or threstened
againsi. alfecting or (uestioning 43) the valid existence ol the Governmental Ageney, (i) the right
or litle ol the memnbers and oflicers of the Governmentnl Agency' to their respective positions,
(iii) the amhorizntion. cxocution, delivery or enjorccability of the Assisunee Acrcomient or the
application of any’ monivs or security therefor. {(iv) the construction of the Project. (v) thw validity
ot entorceability of the Service Charges or {vi) that would have o ingtenial adlverse impact on the
ability of the Governmemtal Agency to perlorm its abligasions under the Asslstince Agreement.

7) None of the proecewdings or authority herctofone had ortaken by the Governmental Agency' for
the suthorization. exceution or delivery of the Assistance Ageecment has or hive been repealed.
rescinded, or revohed,

8) To the bext of my knowledge. the Governinemial Agency has fully complicd with ail federal
and state laber and procurement laws in conacction with the constnuction ol the Project.

9} Al proceedings andl actions ol the Governmentnl Ageney with respeet w which the Assistance
Agreement is to be delivered weee had or 1aken ot meetings properly comvencd and held in
substantial compliance with the applicable provisions ol Scctions 61.805 to 61.850 of the
Kenucky Revised Statutes.

Very truly )nu@ <

Thomas N, Berimom (f

TMBIIgle
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ASSISTANCE AGREEMENT

This Assistance Agrccment made and entered into as of the date set forth on the cover
page hcreof (the ‘“Assistance Agreemcnt”) by and between the KENTUCKY
INFRASTRUCTURE AUTHORITY, « body corporatc and politic, constituting a public
corporation and governmentsl agency and instrumentality of the Commenwecalth of Kentucky
(the "Authority”) and the Governmental Agency identified on the cover of this Assistance
Agroement (the "Govemmental Agency™):

WITNESSETH

WHEREAS. the General Assembly of the Commonwealth of Kentucky, being the duly
and Icgally constituted Icgisiature of Kentucky at its 1988 Regular Session, cnacted Housc Bill
217 amending Chapter 224A of the Kentucky Revised Stawutes (the "Act"), creating the
"Kentucky Infrastructure Authority™ to serve the public purposes identificd in the Act; and

WHEREAS. the Authority has established its Program as hercinafier defined. for the
purpose of providing financial assistance to Governmental Agencics, as defined in the Act, in
conncction with the acquisition and construction of Projects, as defined in the Acl, in order to
preserve, protect, upgrade, conscrve, develop. utilize and manage the resources of the
Commonsvealth of Kentucky (the "Commonwealth™) for the protection and preservation of the
health, safcty. convenience, and welfare of the Commonwealth and its citizens, and in that
respect 1o assist and cooperate with Govermmental Agencies in achicving such puposcs; and

WHEREAS, the Program is funded in part, pursuant to the Capitalization Grant
Operating Agrecment berween the Authority and the U.S. Environmental Protection Agency
dated as of November I, 1998, as amended, supplemcntd or restated from time to time (the
"Federal Agreement”) under which the Authonty is responsiblc for providing certain "match
funding” described in the Federal Agreement; and

WHEREAS, the Authority has issued, and will issuc from time to time, its rcvenue bonds
pursuani to a General Trust Indenturc dated as of February 1. 2000 (the "Indenture”) between the
Authority and U.S. Bank, National Association, as lawful successor in interest to National City
Bank of Kentucky (the "Trustce"), in order to provide the "match funding”™ for the Program; and

WHEREAS, the Govemmental Agency has deternined that it is necessary and dcsirable
1o finance the acquisition and construction of the Project, as hereinafter detmed, and the
Authority has dectermined that the Project is a Project within the meaning of the Act and the
Indenture, thereby qualifying for financial assistance from the Authority; and

WHEREAS, the Governmental Agency desires to enter into this Assistance Agreement
with the Authority for the purpose of sccuring from the Authority the repayablc Loun hereinafter
identified; and

WHEREAS, the Authority is witling 10 cooperate with the Governmental Agency in
making available the Loan pursuant to the Act and the Indenture to be applied to the Project
upon the conditions hercinafler enumerated and the covenants by the Governmcntal Agency
herein contained to repay the Loan and the interest thereon from the sources herein provided, ali
as hereinafter more specifically provided; and



WHEREAS, the Authority and the Govenanental Agency have deiermined to enter into
this Assistance Agreement pursuant to the terms of the Act and the Indenturc and to set forth
their respective duties, rights. covenants, and obligations with respect 1o thc acquisttion.
construction and financing of the Project and the repayment of the Loan and the interest theroon;

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

o



ARTICLE
DEFINITIONS

All of the termy utllized in this Assistunce Agreement will have the same delinitions and
meining as ascribed o them in the Act and the Indenture, which Act and Indenturc are¢ hereby
incorporated in this Assisiance Agreement by reference, the same as if'sct forth hereby verbutim;
provided, however, that those definitions utilized in the Act and the Indenture having general
application arc harchy modificd in certain instances to apply specilically to the Governmntal
Agency and its Projevt.

"Act” shall mcan Chapter 223A ol the Kentucky Revised Statutes, as amended.

"Adminisirative Fee" means the charge of the Autherity for the servicing of the Loun.
which is the annunl percentoge charged agoinst the unpaid principol balance of the Loan as
identificed in the Project Specifics.

"Architects™ means the firm of consuling architects employed by the Governmental
Agency m connection with the Project identified m the Project Speci fics.

"Assistance Agrecmeni” shall meun this agreement made and entered into by and between
a Govermmental Agency and the Authonty, as authorized by the Act, providing for o {4 un to the
Goveminental Agency by the Authority, and for the repayment theroof to the Authority by the

Govermmental Agency.

" Aushoriny”® shall mean the Kentucky Infrastructnure Authonty created by the Act. o body
corporatc and politic, constituting a public corporation and a govemnmental agency and
instrumentality of the Commonwecalth of Kentucky. or such other designation as may be cffected
by {uture amendments to the Act.

“Bond~ or "Ronds™ or "Revenue Bonds” shall mecan any Kentucky Infrastructure
Authonty Bond or Bonds, or the issuc of such Bonds. as the casc may be. authenticated and
dclivered under the Indenture.

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

*Cabinet" menns tho Encrgy and Environment Cabinet of the Commonwealth,

“Code" shall mcan the Internal Revenue Code of 1986, as amended, and shall include the
Regulations of the United States Depanment of the Treasry promulgated thertund-.

*Commonwealth® shall mcan the Conunonwealth of Kentucky.

"Consuruction™ shall mean construction as defined in the Act.

"Debt Obligations” shall mcan thosc outstanding obligations of the Govermnmental
Agency identified in the Project Specifics outstanding as of the dalc of this Assistance
Agramont or issuad in the futze in accordance with the tzms haroof, payable from the income
and revenucs of the System.



“Drinking Water Supply Project" shall mean the planning, design and construction of
drinking water qeatment and distribuzion systemss, including expenditures o address Federat Act
heslth goals. or to address situations wheve compliance standards have been exceoded or 10
prevent future violations of rules, and may lurther mclude dnnking water trcalment plants,
including basins for rapid mix, flocculation, coagulation. filtration, pre-treatment disinfection,
and diginfection prior to cntry lo the distribulion syslem: disiribution systems; storpge tanks;
intske lincs and short-term watcr storage: clearwells: drilled wells and wellhead arcas: and eny
other structurc or facility cansidered necessary by the Cabinet to the cfficient and sanitary
opctation of a public waler system and complies with 1he requirements of the Federal Act.

“Engineers® mcans the firm of consulling cngineers amployed by the Governmaental
Agency in conncction with the Project identilied in the Projcet Spevifics.

"Federal Act” shull mean the Fedeenl Safe Drinking Water Act, us amended, 42 1.S.C.
Scclion 1401, et seq.

“Goywrmmental Agency™ shall mean any incorporated city or murucipal corporalion. or
other agoncy or unit of govamwnent within the Commonwezlth, now' having or beraafler granted
the authority and power to finance, acyuire, constiuct. and operntc infrastructurc projects,
including specifically but not by way of limitation, incorporated ciliex, counties, including any
counties containing a ncisopolitan sewer district, sanitation districls, water districts, sewer
construction districts, metropolitan scwer districls, sanitation luxing districts, and sny other
agencics. commissions, districts. or authorities (cither acting alonc, or in combination with onc
another pursuant to any rcgional or area compact, or multi-municipal agreement), now or
hercafter csiablished pusuant 10 the laws of the Commonwenlth having and pascssing such
descnbed powers; amxd for the puposes of this Assistance Agreomen: shall mean the
Govermmental Agency identified in the Project Specifics.

“Indenture” shall mean the General Trust Indenture datexd as of February |, 2000 between
the Authority and the Trusiee.

“Inicragency Agreement” means the Memorandum of Understanding dated as of July |,
1999 between the Authority and the Cabinet. as the smme may be amendcd or sspplemenied from
time to time.

"Loan" shall mcan the loan cffected under this Assistimce Agreement fiom the Authority
lo the Governmentnl Agency in the prineipul amount set forth in the Project Specifics, lor the
burpose of dcfraying the costs incidental 1o the Constiuction of the Poject.

*loan Rate™ means the rate of inlerest identified in the Scliedule of Payments.

"Person™ shall mcan any individwal, finm. pannerslup, assocation, corponulion or
Governmentsl Agency.

"Program” shall mcan thc progrom authorized by KRS 224A.1115 and the Indenture as
the "federally assistod drinking water rcvolving fund” for financing Projects thiough Louns by
the Authority to Governmental Agencies and shall not be deemed to mean or include any other

programs of the Authority.



“Froject™ shall mean, when used generally, a Drinking Water Supply Project, and when
used in specific reference to the Governmental Agency. the Project described in the Project
Specifics.

"Project Specifics™ means those specific details of the Project identificed in £xhihit A
hereto, all of which ar¢ incorporated by reference in this Assistance Agreement.

“Reguisition for Funds™ means the fonmn attached hereto as Exhibit B to be utilized by the
Governmental Agency in obtaining disburscinents of the Loan fiom the Authority as the
Constiuction of the Project progresses.

"Resolution" mcans the resolution of the Goverminental Agency atiached hereto as
Exhibit D authorizing the exccution of this Assistance Agreement.

"Schedvle of Payments”" means the principal and interest requirements of the Loan as set
forth in Exhibit IF hereto, to be cstablislied and agreed to upon or prior to the completion of the
Project.

"Schedide of Service Charges” shall mean those general charges to be imposed by the
Governmental Agency for services provided by the System, as set forth in Exhibit C hereto, and
such other revenues identified in Exhibjt C hereto from which the Loan is to be repaid, which
S¢hedute of Service Charges shall be in full force and cffect to the satisfaction of the Authority
prior to the disburscment of any portion of the [.oan hercunder.

"Service Charges® shall mean any monthly, quarterly. semi-annual. or annual charges,
surcharges or improvement benefit assessments to be imposed hy a Governmental Agency, or by
the Authority, in respect of the System, which Service Charges arise by reason of the existence
of. and requircment of, any Assistance Agreemen’ and for the puiposes of this Assistance
Agreement said Service Charges shall be no less than those set forth in the Schedule of Service
Charges.

"Svstem™ shall mean the water system owned and operated by the Governments! Agency
of which the Project shall become a part and from the camings of which (represented by the
Service Charges) the Governmental Agency shall repay the Authority the Loan hercunder.



ARTICLF Ui
REPRESENTATIONS AND WARRANTIES

Seclion 2.1. Represcniatiens and Wagrantics of Agihonty. The Authority repiesents and
warranis for the bencefit of the Governmental Agency as follows:

(A)  The Authority is a budy corpotate and palitic constituting s goverimental agency
and instrumentality of the Commonwealth, has all nccessary power and Authority to enter into.
and perform its obligations undcr, this Assistance Agreement, and has duly authorized the
execution and delivery of this Assistance Agreement.

(B)  Neither the excecution and dclivery hereof, nor the fulfiliment of or compliance
with the terms and conditions hereof, nor the consummation of the uansactions ¢ontemplated
hercby, conflicts with or results in a breuch of the terms. conditions and provisions of any
restriclion or any agreement or instrument to which the Authority is now a party or by which tlic
Authorily is bound. or constitutes a detault undcr any of the foregoing.

{C}  To the knowledge of the Authority, there is no litigation or procecding pending or
threatened against the Authority or any other person affiecting the right of the Authonity to
cxecutc or deliver this Assistance Agrcement or ta comply with its obligations undcr this
Assistance Agrecment. Neither the execution and delivery of this Assistance Agrecinent by the
Authority. nor compliance by the Authority with its obligations under this Assistance
Agrecment, require the approval of any rcgulatory body, or any other entity, which approval has
not been obitainced.

(D)  The authorization, cxecution and delivery of this Assistance Agrecment and all
actions of thc Authonity with respect thereto, arc in compliance with the Act and the Federal Act
and any regulations issued thercunder.

Scctign_2.2. Representations sngl _Warranties of the Govemymental Agency. The
Govemmental Agency hereby represents and warrants for the benefit of the Authority as follows:

(A}  The Govemmecntal Agencyis a duly organized and validly existing Governmental
Agency. as descri bedin the Act, with full power to own its propertics. conduct its affsirs, enter
into this Assistance Agrecment and consummalte the transactions contemplated hereby.

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

(C)  This Assistance Agreement has been duly executed and dclivered by the
Govcrnmental Agency and is a valid and binding obligation of the Governmental Agency
cnforccable in accordance with its teims, except to the extent that the enforceability hercof may
be limited by equitable principles and by bankmuptcy, reorganization, moratorium, insolvency or
similar laws herctofore or bereafter enacted rclating to or aftecting the cnforcement of creditors'
rights or remedies generally.

(D) To thc knowledge of the Govermmental Agency. there is no controversy or
litigation of any naturc pcnding or threatened, in any court or befor¢ any board, tribunal or
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administrative body. to challenge in any manner the authority of the Governmental Agency os ats
goveriing body o make payments under this Assistance Agreement or 1o proceed with the
Project, or 10 chollenge in any manncr the authority of the Govermmenial Agency or its
goveming body 1o take any of the actions which have been tuken in the suthorizotion or dclivery
of this Assistunce Agrecment or the Construction of the Prujcet, or in any wiy comesting or
afTecting the validity of this Axsistancc Agreement, or in any way questioning any procosdings
tsken with sespecl to the authonization or delivery by the Govammental Agency of this
Assisiance Agreement. or the application of the proceads thereol or the pledye or application of
any monics of sccurity provided therefor, or in any way questioning the due existence or powers
of the Goverumental Agency, or otherwise whercin an uniavorable decision would have an
sdversc impuct on the transuctions authorized in connection with this Assistance Agrecment.

(E) The authorizatron and delivery of this Assistance Agrement and the
consummalion of the Tansscions contemplaled hereby will not constitule an cvent of defsult or
violation or breach. nor an cvent which, with the giving of nuiice or the passage of time or hath,
would constitute an cvemt of delaull or violotion or breach, under any contract, agreement,
instrurnent, indenture, lease, judicial or admimstralive order, docree. rule or regulation or other

docwincnt or Jaw affecting the Governmental Agency or its goveming body.

(F)  Auached hcreto as Exhibit D is a true, accursic and complete copy of the
1esolution or ordinancc of the goveming body of the Governmental Agency approving and
authorizing the exccution wnd delivery of this Assistance Agrcement.  Such resolution or
ordinance was duly cnaciedd or adopted ot a mecting of the governing body of the Govenunentu!
Agency at which a quorum was present and acting throughout; such resolution or ordinance is in
full force and cffect and has not boon supersaded. alicrad, amended or acpealed as of the dale
heveof: and such meeting was duly called and held in 2ccordance with law.

(G}  All actions taken by the Governinental Agency in connection with this Assislance
Agrcement and the Loan described herein und the Project have been in full comnpliance with the
provisions of the Kentucky Open Mcoeting Law, KRS 61.805 10 61.850.

(H) The Govemunental Agency has all licenscs, peymits and other governmental
approvals (including but not limited to all roquired approvals of the Kentucky Public Service
Commission) required 10 own, occupy. operate and maintain the Project, to charge and collect
the Service Charges and to enter into this Assistance Agrcement, is not in violation of and has
not received any notice of an allcged violalion of any zoning or land use laws applicable to the
Project, and has full sight, power and authority to perform the acts and things as ptovided for in
this Assistance Agreement.

() Legal counsel 10 the Goverminental Agency has duly exccuted and delivered the
opinion of lega! counsel substantially in the form sct forth in Exhibit E hereto.

(J)  The Governuncnial Agency is in full compliance with all federn) and staic labor
and procurement laws in connection with the planning, design, acquisition and construction of

the Project,

(K) Project is consisient with the watcr supply plan developed pursuant 1o 401 KAR
4:220 for the county in which the Govemmental Agency is locared.



ARTICLE I
AUTHORITY'S AGREEMENT TO MAKE LOAN: TERMS

Scction 3.1.  Dcterntnination of Eligibility. Pursuant to the teams of the Act and the
Indenture, the Authority has determined that the Govemmental Agency’s Project is a Drinking
Wialter Supply Project under the Act and the Govemmental Agency is entitled to financial
assistance from the Authority in conncction with financing the Construction of the Project.

Section 3.2. Principal Amount of Loan Established; Loan Payments; Disbupsgment of

Funds. ‘The principal amount of the Loan shall bc the Loan Amount as idcntifted in the Project
Spccifics. subject to such adjustments as may be set forth in the Schedule of Payments. Principal
payments shall bc madc semiannualiy in the amounts and on the dates to be cstablished hy the
Schedule of Payments, which Schedule of Payments shall provide for approximatcly levcl debt
service payments over the Repayment Term set forth in the Project Specifics, commencing with
the Amortization Commencement Date sci forth in the Project Specifics.

The Loan shall bear interest, payable semiannuatly, at the Loan Raltc identified in the
Project Specifics, und afler the Amonrtization Commencement Date. in thc amounts (based on
such Loan Rate) and on thie dates sct torth in the Schedule of Payments: provided that, should an
Event of Default occur, such payments of interest shall be made on the first day of cach month

during the continuation of such Evcnt of Default.

The Authority shall advance thc procceds of the Loan as Construction of the Project
progresses upon the submission by the Governmental Agency of 2 Requisition for Funds in
substantially the same form as Exhibit B hereto. Each disburscment under a Requisition tor
Funds rcpresenting a portion of the principal amount of the Loan shall bear intcrest at the Loan
Rate from the date of the disbursement; and shall be subject to the further requirements sct forth
n Article 1V hereof.

Paymcnts of principal and intercst on the Loan shall be made at the principal office of the
Authority or the Trustec, as designated by the Authority.

Section 3.3. Govemmental Agency's Right to Prepay Loan. The Governmental Agency

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

Notwithstanding the forcgoing, upon the determination by the Authority that it intends to
issue revenue bonds secured by a pledge of the payments on the Loan, the Authority shall advisc
the Governmental Agency (i) of its intention to procced with the authorization of such bonds (ii)
of the limitation on prepaymecnts alicr such bonds are issued and (iii) that the Governmental
Agency has thirty (30) days from its reccipt of said nolice to exercise its option to prepay the
Loan. Upon the expiration of said thirty day period the Governmental Agency's right to prcpay
the Loan shall be limited to the terins described in such notice.

tion 3.4.  Subordination of loan, The Authority hereby agrees that the sccurity
intcrest and source of payment for the Loan shall be infcrior and subordinate to the sccunty
intcrest and source of payment for the Debt Obligations of the Govemmental Agency pavable
fiom the revenues of thc System outstanding at the timc this Assistance Agrcement is executed
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as identified in the Project Specifics: provided, howcever. the Authority shall receive nolice of
any additional financings in accordance with Scction 5.5(D) hereof.



ARTICLE IV

CONBITIONS PRECEDENT TO DISBURSEMENT;
REQUISITION FOR FUNDS

Section 4.1.  Covenants of Governmental Agency and Conditions of Loan. By the
cxecution of this Assistance Agreement, the Govemmental Agency agrees that prior to any
requests for the disbursement of all or a portion of the Loan made hercunier, the Govemmental
Agcency shall supply the Authority and the Cabinct appropriatc documentation, satisfactory to the
Authority indicating the following:

(A)  ‘That the Authority and the Cabinct and any appropriate rcgulatory agency of the
Commonwcalth as may be designated by the Authority or the Cabinet. and their respective duly
authorized agents, shall have the right at all reasonablc timcs. subject to prior notice to the
Governmental Agency. to examine and inspect the Project.

(B)  All real estatc and interest in rcal cstate and all personal property constituting the
Project and the sites of the Project heretofere or hereafier acquired shall at all times be and
rcmain the property of the Governmental Agency and constitute a part of the System.

(C)  In the cvent the Governmental Agency is required lo provide financing for the
Project fromy sourccs other than the Authority (as describad in the Project Specifics) the
Authority shall have the right to receive such reasonable proofs as it may require of the ability of
the Governmental Agency to finance the costs of the Construction of the Project over and above
the Loan, priorto the disbursement by the Authority of any portion of the Loan.

(D)  The Govermmcntal Agency shall do all things neccssary to acquire all proposcd
and nccessary siles, easements and rights of way necessary or required in respect of the Project
and demonstrate its ability to construet the Project in accordance with the plans, design and
specifications prcpared for the Governmental Agency by the Engineers.

(E)  Actual construction and installation incident 10 the Project shall be performed by
thc lump-sum (fixed pricc) contract method, and adequate Icgal mcthods of obtaining public.
compctitive hidding will be cmployed prior 10 the awarding of the construction contract tor the
Project in accordance with Kentucky law,

(F)  Unless construction of the Project has alrcady becen initiated as of the datc of this
Assistance Agreement, pursuant to duc compliance with state law and applicablce rcgulations. the
Project will not bc advertised or placed on the market for construction bidding by the
Govemninental Agency until the final plans, designs and specitications thesefor have been
approvexd by such state and fedcral agencies and authorities as may be Icgally required, and until
written notification of such approvals has been received by the Governmental Agency and
furnished to the Cabinet.

(G)  Duly authorized representatives of the Cabinet and such other agencies of the
Commonwecalth and the United States Government as may be charged with responsibility will
havc reasonable access to the construction work whencver it is in preparation or progress, and
the Governmental Agency will assure that the contractor or contractors will provide facilities for

such access and inspection.
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(H)  The construciion conltract or contracts shall require the contractor to comply with
all provisions of fedcral and statc law legally applicable to such work, and any amendments or
modifications thereto. togcther with all other applicable provisions of law, to causc appropriate
previsions to be inscrted in subcontracts to insure compliance therewith by all subcontractors
subjcct thereto, and to be responsible for the submission of any statements required of
subcontractors thereunder.

() A work progress schedule ulilizing a mcthod of standard acceptance in the
cngincering conununity shall be prepared prior to the institution of construction in connection
with each construction contraci. or, if sonstruction has alrcady becn initiated as of the datc of this
Assistance Agreement, at the carliest practicable date, to indicate the proposcd schedule as to
complction of the Project. and same shall be maintained monthly thereafier to indicate the actual
construction progress of the Project.

J) Prior to the award of the construction contract and prior to the commencement of
construction, the Governmental Agency will arrange and conduct a conference as to the Project
said confercnce to include sepresentatives of the Authority, the Governmental Agency. the
Cabinct and any other participating federal or statc agency, the Engineers, and all constniction
contractors, such conference to be held in accordance with guidelines cstablish«] by the
Authority and the Cabinct. A wriiten brief of said conference summarizing the constouction
schedule, fund requirements schedule, pavinent authorizations, responsible partics for approval
of all faccts of the construction work and payment thercfor, and other pertinent matters shall be
prepared and distributed to each agency involved, and all constiniction contraclors and Engincers.
Provided. however, that in the cvent consiruction shall have been initiated as of the date of this
Assistance Agreement, this provision may be waived,

(K) Al construction contracts will be so prepared that federal participation costs, if
any, and state participation cosls may be rcadily scgregated from local participation costs, if any,
and from each other, and in such manncr that all materials and cquipment fumished to the
Govemmental Agency may be rcadily itemized.

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

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

(N)  The Governmental Agency will proceed expeditiously with and complete the
Project in accordance with the approved surveys, plans spccifications and dcsigns or
amendments thercto, prepared by the Engineers for the Governmental Agency and approved by

state and federal agencies.

(O)  If requestcd. the Governmental Agency will erect at the Project sites, signs
satisfactory to the Authority and the United States Environmentz] Protcction Agency noting the
participation of the Authority and thc ti.S. Goveenment, respectively, in the financing of the

Project.

(" Except as otherwise provided in this Assistancc Agreement, the Governmental
Agency shall have the solc and exclusive charge of all details of thc Construction.
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{(Q) ‘The Governmental Agency shall keep complete and accuratc records of the costs
of acquiring thc Project sites and the costs of Construction. The Governmcntal Agency shall
pemit the Authority and the Cabinct, acting by and through their duly authorized
representatives, and the duly authorized representatives of state andfor fedcral agencies to inspeet
all books, documents, papers and rccords relating to the Projcct at any and all rcasonablc times
for the purposc of audit and examination, and thc Govenuncntal Agency shall submit 1o the
Authority and the Cabinet such documents and information as such public bodies may
reasonably require in conncction with the administration of any fedcrat or state assistance.

(R)  The Governmcutal Agency shall require that cach comstruciion coniractor or
contractors fumish a pcrformance and a payment bond in an amount at ieast egual to onc
hundred percemt (100%) of the contract price or the portion of the Project covered by the
particular contract as sccurity for the faithful pcrfonnance of such contract.

(S)  The Governmental Agency shall requirc that cach of its contractors and all
subcontractors maintain during the lifc of the construction contract, worker's compensation
insurance, public liability insurance, property damagce insurance and vchicle liability insurancc in
amounts and on terms satisfactory to thc Authority. Until the Project facilifics are completed and
accepted by the Governmental Agency, the contractor shall maintain builders risk insurance (firc
and extended coverage) on a one hundred percent (100%) basis (complcted valuc form) on the
insurable portion of the Project. such insurance to be madc payable to the order of the Authority.
the Govermmental Agcency. the prime contractor, and all suboontractors, as their intcrests may
appear.

(T) The Governmental Agency shall provide und maintain competent and adequaic
resident cngineening services covering the supervision and inspection of the devclopinent and
construction of the Project, and bearing the responsibility of assuring that Construction conforms
10 the approved plans, specifications and designs prepared by the Engineers.  Such resident
cngineer shall certifv to thc Cabinet, any involved state or fedcral agencics, and the
Govemmental Agency at thc completion ot construction that construction is in accordance with
the approved plans, spccifications and designs, or, approved amendments thereto.

(U)  The Governmental Agency shall demonstrate to the satistaction of the Authority
the legal capability of the Governmentai Agency to enact. adopt. levy, charge, collect, cnforce
and remit to the Authority and the Cabinct the Service Charges of the Governmental Agency
described in the Schedule of Service Charges attached to and madc a part of this Assistance
Agrcement as Exhibit C and submit proof satisfactory to the Authority that the Service Charges
are in full force and effect.

(V)  The Governmental Agency shall require all laborers and mechanics employed by
contractors and subcontractors on the Project shall be paid wages at ratcs not less than prevailing
on projects of a character similar in the locality as detcrminced by the Secrctary of Labor in
accordance with subchapicr 1V of Chapter 31 of title 40, Unitcd Statcs Code.

(W)  The Governmental Agency shall comply with all fodcral requireinents applicable
10 the Loan (including those imposed by P... 113-76, Consolidatcd Appropriations Act, 2014
(the “2014 Appropriations Act™) and related Program pelicy guidclines) which the Govemmental
Agency undcrstands includcs, among other requirements, that all of the iron and sicel products
uscd in the Project arc to be produccd in the United States (“American lron and Steel

12



Requirement™) unless (i) the Governmental Agency has requested and obtained a waiver from
the United States Environniental Protection Agency pertaining to the Project or (ii) the Authority
has otherwise advised! the Participant in writing thal the American Iron and Steel Rexjuircment is
not applicable to the Project.

(X) The Govemmental Agency shall comply with all record keeping and reporting
ceqjuirements under the Fuxiceral Act. including any reports required by a Federal agency or the
Authority such as perfonnance indicators of program deliverables. infonmation on costs and
projcct progress. The Governmental Agency understands that (i) each contract and subcontract
related to the Projeet is subject to audit by appropriatc federal and state entities and (ii) {ailurc to
comply with the Federal Act and this Agrcement may be a default heseunder that results in a
repayment of the 1.oan in advance of the maturity of the Bonds and‘or other remedial aclions.

Section 4.2,  Additioga)_Conditions to Dishursement Reguired Under the Federal
Agreement. The Governmental Agency. in order to comply with the terms and conditions of the
Federal Agrecment. further covenants and furthcr agrees to additional conditions to

disbursement, as follows;

{A) Notwithstanding any other agrecements contained herein  regarding  the
maintenance of books and reconds, that it shall maintain Projcct accounts in accordance with
gencrally accepted governmental accounting standards, as required by the Federal Agreement.
The Govenunentat Agency shall retain such recornds for no less that three (3) years following the
final payment by the Governmental Agency under this Assistance Agreement or if any portion of
the Project is disposcd of. until at least three (3) ycars after such disposition; provided that if any
litigation, claim, appeal or audit is commenced piior to the cnd of such period such records shall
he maintained until the completion of such action or until three (3) years after such
commencement, whichever is later.

(B)  That it bas not and will not apply any other federal funding to the Project in a
manner that would cause it to receive "double bencfits" as described in Scection 603 of the \Water

Quality Act of 1987,

(C)  That all property required for the complction of the Project shall be obtained, by
cascment, purchase or other means acceptable to the Authority, prior to commencement of
construction and that the relocation of any Person rcsulting therefrom be in accerdance with 49
CFR24 tor Unilonn Rclocation Assistance and Real Property Acquisition Act of 1970.

(D)  That all Project contractors shall be required o retain Project records for the
pediods established for the retention of thc Governmental Agency's records in Section 4.2(A).

(E)  That no more than fifty percent (50%) of the proceeds of the Loan shall be
disbursed until approval by the CCabinet of the final plan for operation for the Project,

(F) That no more than ninety percent (90%) of the proceeds of the Loan shall Le
disbursed until approval by the Cabinet of the draft operations and maintenance manual.

(G) That final disbursemcnt will not be allowed until approval by the Cabinet of a
final operations and maintenance manual.
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(H) 7Thai, as required by 40 CFR 35.2218. all engincering services regarding
constsuction and regarding the first year of operation of ihe Projcct shall be provided for,
including the following:

(1)  The operation of the Project and the rcvision of the opcralions and
mainienance manual as nceessary 10 sccommodate actual operating expencnce;

(2)  The training of operating personnel, including preparation of curricula and
training material for operating personnel; and

(3) Advice as 10 whether the Project is mecting the Project performance
standards (including threc quarterly reports and one project performance report).

) That it shall advise the Cabinet and the Authority in writing of the date for
initiation of operation of the Project.

(J) That one year aficr opetation is initiated. it shall certify to the Cabinet and the
Authority that the Projcct is capablc of mecting the Project performance standards.

(K)  That it shall provide that qualified inspectors are present at the construction site.
A summary of such inspcctor's qualifications and cxperience shall be submitted to the Cabinet
and the Authority.

(L)  That it shall notify the Authority and the Cabinct of the complction date of the
Project.

(M) That it agrees to the terms and conditions of’its application for assistance and the
Authority's commitment to providc assistance, the terms of which are incorporated herein by
reference.

(N)  That all mcasures tequired to minimize water pollution to affected waters shall be
cmployed in the Project including compliance with Section 404 of PL 92-500, as amcended, it
being understood that approval of the Project docs not constitutc sanction or approval of any
changes or deviations from established water quality standards, criteria implementation dates, or
daics cstablished by cnforcement proccedings.

Scction 4.3. Disbursements of Loan; Requisition for Funds. The Govemmental Agency
shall submit to thc Authority (or the Trustee acting on behalf of the Authority, it so designated)
and the Cabinct a Requisition for Funds prior to the fifth day of” each month {or such other
designated period as is acceptable to the Authority), in substantially the same form as that
attached to this Assistance Agreement as Exhibit B and made a part hereof. accompanied by, to
the cxtent requested by the Authority, the following documentation:

(A) A full and complete accounting of the costs ot the planning and design of the
Projcct to be obiigated by contract or otherwise during the month in qucstion, or already
obligated and not included in any previous accounting;

(B) A full and complete accounting of any costs of the planning and design of the
Projcct paid by the Governmental Agency from its own funds with the approval of the Authority
and not included in any previous accounting for which it sceks reimbursement;
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(C) A full and complete accounting of any costs of the planning and design of the
Projedt paid or requisitioned under any other financing, loan, bond, grant or similar agrecment or
paid from its own funds for which it does not scck rcimbursement and which have not been
identified in any previous requisition form.

(D) The Contractor's estimate of work performed during the preceding month
pursuant to construction contracts for the Project and payment theseunder duc. together with the
Engincer’s and Governmental Agency's approval thereof for disbursemem by the Authiority.

Upon the Authority’s receipt of the Requisition for Funds. and such additional
documemation as it may require. and subject to cortification by the Cabinet. the Authority may
direct the Trustee to remit the amount requested to the Governmentad Agency as a diaw upon the
[oan.



ARTICLE ¥

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

Scction S.1.  !mposition of Servicc Charges. The Governmental Agency hcreby
irrcvocably covenants and agrees to comply with all of the terms, conditions and requirements of
this Assistance Agreement. pursuant to which the Loan is to be made by the Authority to the
Govermmental Agency as specitied hercin and in the Act and the Indenture.. The Governmental
Agency hereby further irrevocably covenants and agrees that it already has, or will. to the extent
necessary, immediatcly impose Service Charges upon all persons, fimis and entities to whom or
which services are provided by the System, such Service Charges 10 be no less than as set forth
in Exhibit C anncxed hereto. If su required. such Service Charges shalt be in addition to all other
ratcs, rentals and service charges of a similar naturc of the Govemmcnlal Agency now or
hereaficr authorized by Jaw, and now or hercafter being levied and collected by the
Govcrmmental Agency and shall be levied and collected solely for the purpose of rcpaying to the
Authority all sums reccived from the Authosity as representing the Loan in respect of the Project.

Scction 5.2.  Govermmental Agency's Obligation to Repav Loan, The obligation of the

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

Scction S.3.  Covcnant to Adjust Sepvice Charpes. in the cvent, for any rcason, the

Schedule of Service Charges shall prove to be insufiicient to provide 160 the Authority the
minimum sums set forth m the Schedule of Paymcnts, to make the required deposits to the
Maintenanee and Replacement Reserve and to provide for the operation of the System, the
Governmental Agency hereby covenants and agrecs that it will. upon notice by the Authority, to
the full extent authorized by law, both fedetal and state, immediately adjust and incrcase such
Schedulc of Scrvice Charges, or immediately commence proceedings for a ratc adjustment and
increase with all applicable rcgulatory authoritics, 50 as to provide finds sufticient to pay to the
Authority the minimum sums sct forth in the Schedule of Payments, to provide for the operation
of the System as requircd undcr this Assistance Agreement and to make the required deposits to
the Maintenance and Replacement Reserve.

Section 5.4. Adequacy of Scrvicc Cbarges. The Service Charges hercin covenanted to
be imposed by the Goverminental Agency shall be fixed at such ratc or rates (and it is represented
that the Schedule sct forth in Exhihit C hereto so qualifies). as shall be at least adequate 1o make
the payments at the times and in the amounts set forth in the Schedule of Payments, (o make the
required deposits to thc Maintenance and Replacement Reserve and to provide for the operation
of the System. subject to necessary governmental and regulatory approvais.

The Service Charges imposed by the Governmental Agency shall be paid by the users of
the System and accordingly the Project not less frequently than the Senvioe Charge Payment
period sct forth in the Project Specifics. and shall be remitted to the Authority by the
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Govemmental Agency with a report showing collections and any delinquencies. A rcport ol all
collections and delinquencies shali bc madc at least semi-annually on or before cach Payment
Datc identified in the Schedule of Payments.

‘ovenant to Establish Maintcnance and Replacgiuenl Reserve.  ‘The
Govemmcentai Agency shall cstablish a special account identificd as a "Maintcnance and
Replacement Reserve”. The Govermmental Agency shall deposit into the Maintcnance and
Rcplacement Reserve an amouni equal to the amount sct forth in the Project Specifics at the
times set forth in the Project Specitics.  Amounts in the Mainicnance and Replacement Reserve
may be used {or extraordinary maintcnance cxpenses related to the Project or for the unbudgeted
costs of replacing wom or obsolcte portions of the Projcct.

1 ovenant to Charge Sulficient Rates: Reports; Inspections.  The
Governmental Agency hereby irrevocably covenants and agrees with the Authornity:

(A)  That, as aforesaid, it will at all times impose, prescnbed. charge and cotleet the
Service Charges sct forth in Exhtbit C as shall result in nct rcvenues to the Govemmental
Agency at least adequate to provide for the payments 10 the Authority requirod by this Assistance
Agreement. to providc for the operation of the System and to make the required deposits to the
Maintenance and Replacetnent Reserve.

(B)  Thatit will furnish to the Authority and the Cabinet not less than annually rcports
ol the opcrations and income and revenues of thc Systcm, and will perinit authorized agents of
the Authority to inspect all records, accounts and data of the System at all reasonable titnes.

(C)  That it will collect. account for and promptly rem:t to thc Authority those specific
revenues. funds, income and proceeds derived from Scrvice Charges incident to this Assistance
Agreement.

(D)  That it will notify the Authority in writing of its intcntion to issue bonds or notcs
payablc from the revenues of the System not less than thirty (38) days prior fo the sale of said
obligations. It furthcr covcnants that it will not issuc any notes, bonds or other obligations
payable from thc rcvenues of the System. if the pledge of the revenues of the System to the
recpayment of such obligations is to rank on a parity with. or supcrior to, the pledge of thc
revenues of the System for the repaymcit of the Loan granted undcr this Assistance Agrecment,
unless the Governmental Agency has secured the consent of the Authority not less than fiftcen
(15) days prior to the issuancc of such obligations.

Scetign 5.7. Segregation of Fungs, The Goverumnental Agency shall at all times account
for thc incomesnd revenues of the System and distinguish same from al) other revenues. moneys
and funds of thc Governmental Agency, if any.
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ARTICLE Vi
OTHER COVENANTS OF THE GOVERNMENTAL AGENCY

Section 6.1. Furlh€r Assurance. At any time and all times the Goveramental Agency
shall. so far as it may be authorized by law, pass, make. do, execute, acknowledge and deliver.,
all and every such further resolutions. acts, dceds, conveyunces, nsssignments. transfers and
assurances as may bc necessary or desirable for the beiter assuring, conveying, granting,
assigning and confimiing all and singular the rights, ass¢ts and revennes herein pledged or
assigncd, or intcnded so to be, or which the Governmental Agency may hercaficr become bound
1o plcdgc or assign.

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

Section 6.3, Estabjishment of Completion Datc. The completion date for the Project shall

be evidenced to the Authority by a certificate signed by the Engineer and an authorized
representstive of the Govemmmental Agency stating that, except for amounts retained by the
Authority for costs of the Project not then due and payable. (i) 1the Construction has been
completed and all fabor, services, matetials, supplics, machinery and equipment uscd in such
Construction have becn paid for, (ii) all other facilitics nccessary in connection with the Project
have been acquired. constructed. cquipped and installed and all costs and cxpenses incurred in
cotincction therewith have been paid, (iii) the Project and all other facilities in connection
therewith have been acquired, constructed, equipped and installed 1o his satistaction.

Section 6.4. Commitment to Operate. The Governmental Agency hereby covenants and

agrees 10 commence operation of the Project immediately on complction of construction and not
to discontinuc opcrations or dispose of such Project without the approval of the Authority.

Section 6.5. Continuc to Operate. The Governmental Agency hereby covenants and

agrecs to oontinuously operate and maintain the Project in accordance with applicable provisions
of federal and statc law and to maintain adequaic records relating to said operation; said records
to be madce availablc to the Authority upon its request at all rcasonable times.

Scction 6.6. Tax Covcnant. In the cvent the Authority issucs Bonds which are intended
to be excludablc from gross income for federal income tax purposes to providc the funds for the
Loan, the Govermnmental Agency shall at all times do and perfonn all acts and things pennitted
by law and neccssary or desirable in order to assure such exclusion and shall take such actions as
may be directed by the Authority in order to accomplish the foregoing. The Governmental
Agcncy shall not pennit (i) the proceeds of the Loan 10 be usexl directly or indirectly in any trade
or busincss, (ii) its payments hereunder to be sccured directly or indirectly by property to be used
in a trade or business, (iii) any management agreement for thc operation of the System or (iv)
any fodcral guarantee of its obligations hercunder without the prior written consent of the
Authority. The Governmental Agency will not acquire or pledge any obligations which would
cause the Bonds to be "arbitrage bonds™ within the meaning of the Code.

Section 6.7. Accounts and Reports, The Govemmental Agencey shall at all times kecp, or
cause to be kept, proper books of record and account in accordance with the "Uniforin System of
Accounts” established by the Commonwealth, in which complete and accurate entries shall be
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made of all its transactions relating to the System and which shall at all reasonablc times be
subject to the inspection of the Authority.

Sectian 6.8. Financial Statements. Within one hundred cighty (180) days aficr the end of
cach fiscal vear of the Governmental Agency. thc Governmental Agency shall provide to the
Authornity, ilcmized financial statcments of income and expense and a balance sheet in
reasongblc detail, cetified as accurate by a firm of independcent certificd public accountants or
the Auditor of Public Accounts of thc Commonwealth. All financial infonmation must be
satisfactory to the Authority as to fonn and content and be preparel in accordance with generally
sccepted accounting principles on a basis consistent with prior practice unless specifically noted
therecon. With such financis! statements, the Governmental Agency shatl formish to the Authority
a certificate stating that, to thc best knowlcdge of the authorized representative signing such
certificate. no default under this Assistance Agreement cxists on the date of such certificate, or if
any such default shal} then exist, describing sucb default with specificity, All recipients and
subrccipicnts ¢xpending $300.000 or more in a year in Fexderal awards must have a single or
program-spccific audit conducted for that vear in accordance with OMB Circular A-133,

Scction 6.9. General Compliance With_All Duties. The Govemmental Agency shall
{sithfully and punctually perform all dutics with reference to the Project and the System required
by the Constitution and laws of the Cominonwcaith, and by the tcrms and provisions of this
Assistance Agreement and any other Debt Obligations,

Scction 6.10. Genepad, The Govemimental Agency shall do and perform or cause to be
done und pertormed all acts and things required to be done or perfonned by or on behalf of the
Govcrnmental Agency undcer the provisions of the Act, the Federal Act and this Assistance
Agrcement in accordance with the terms of such provisions including the Additional Coveanants
and Agrecments. if any, sct forth in Exhibit G hereto.

Section 6.11.  Further Covenants under the Federal Agrcement. The Govemmental
Agency shall comply with all furthcr requirements. or conditions which may arisc from time to
time in order to assure compliance with the Federal Act, and with the agrecments of the
Authority set torth in the Federal Agreement, including but not limited to the following:

(A)  The Governmcntal Agency shall provide all information requested of it by the
Authority or the Cabinct so that (i) the Grants Information Control Systcm, referred to in the
Fcderal Agreement. can be maintained, (ii) the accounting and auditing procedures required by
the Federal Act can be maintained and (iii) the Authority can turnish the infortnation required of
its under the Federal Agreement,

(B)  Qualified operating personnel, propcerly cestified by the Cabinet, shall be retained
by the Governmental Agency to operate the Project during the entire term of this Assistance
Agreement.  An approved plan of opcrating and an operations and mainicnance tnanual for the
Project shall be provided by the Governmental Agency to the Cabinet and the Authority. The
Project shall be operated and maintained in an efficient and effective munner.

(C)  All residents in the service arca of the Project must be oftered the samce
apportunity to become users of the Project regardless of race, creed, color, or level of income.

19



(D) The Gavemmental Agency shall comply with provisions contained i the
following federal regulations, wsders, acts and circulars and the {ollowing statutes and regulations
of the Commonwecalzh.

(1) Foderal Cross-Culters
Environinental Authorities

(a) Archealogical and Historic Prescrvation Act of 1974, Pub. L. 86-523, as
amcnded

(b) Clean Air Act, Pub. .. 84-159. as amended

(c) 40 CFR 35.3580 (and Appendix A to Subpart 1) — NEPA — Like State
Environnmental Review PProcess

(d) Environmentul Justice, Executive @rdcer 12898

(¢) Floodplain Management. Exccutive Order 11988 as amended by
Exccutive Order 12148

) Protection of Wetlands. Exccutive Order 11990

(g) Farmland Protection Policy Act, Pub. L. 97-98

(h) Fish and Wildlife Coordination Adt, Pub. L.. §5-624, as amended

(i) National Historic Prescrvation Act of 1966, PL. 89-665. as amended

6) Safe Drinking Water Act, Pub. L. 93-523, as amended

(k) Wild and Scenic Rivers Act, Pub. L. 90-542, as amended

Economic and Miscellaneous Authorities

(a) Demonstration Cities and Mciropolitan Development Act of 1966. Pub. L.
89-754, as amended, Executive Order 12372

(b) Procurement Prohibitions under Section 306 of the Clean Air Act and
Section 508 e! the Clesn Water Act. including Exccutive Order 11738,
Administration of the Clean Air Act and the Federal Water Pollution
Control Act with Respect to Federal Contracts, Grants, or ).oans.

(c) Uniform Relocation and Real Properly Acquisition Policies Act. Pub. L.
91-646, o8 amended

(d) Dcbarment and Suspension, Executive Order 12549

Social Policy Authorities

(a) Age Discrimination Act of 1975, Pub. .. 94.135

(b)  Title Vlof the Civil Rights Act of 1964, Pub. I.. 88-352

{c) Scction 13 of the Fedcral Water Pollution Control Act Amendments of
1972, Pub. L. 92-500 (the Clean Water Act)

{d) Scction 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including
Executive Orders 11914 and 11250)

(e) Equal Employment Opportunity, Executive Order 11246

(f) Women's and Minority Busincss Enterprise, Executive Orders 11625,
12138, and 12432

(g8)  Scction 129 of the Small Busincss Administration Reauthorization and
Amendment Act of 1988, Pub. L. 100-590
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(2) Staic:

(a) KRSI1S|

(b) KRS 224

(c) KRS 224A.1115 Federally Assistad Drinking Water Revolving Fund
(d) KRS Chapter 337, Labor Liws

(¢) 40l KAR Chapter 8

Section 6.32. Continuing Disciosug Obligation, The Govenunental Agency covenants

ond ogices that notwithstanding any other provision of this Awmistance Agreement to the
contrary, upon wntien notice from the Authority that the Schedule of Poyments provides ten
percent (10%) or more of the debt service requirciients on on issue of the Authority’s Bonds and
thut compliance by the Govermnental Agency with the requirements of Sccurities and Exchange
Commission Rule 15¢2-12, as amended (the "SEC Rulc"} is required in connection with the
Authority's Bonds, the Governmental Agency shall provide 1o the Authority such information as
may be requiced by the Rule, within the time periads set out in such notice by the Authority, to
cnable the Authority to cstablish to the satisfaction of prospective purchascrs of the Authority’s
Bonds that the requircmcents of the SEC Rule will be satisfied in connection with the issuance of
the Authority’'s Bonds. The Govemmental Agency further understands and agrees that the
Authority shall act os the Governmental Agency’s disclosure agent for purposes of compliance
with the SEC Rule ond that upon a failure by the Govemmentsl Agency to provide the
Information required to he provided under the SEC Rule within the time frame specified in such
notice, the Authority snd/or the beneficial owners and holders of the Authority’s Bonds shall be
speaifically granted the nght of enforcing the provisions of this Section 6.12 by an action in
mendamnus, for specific paforinance, or similas remedy to compel performanx



ARTICLE VI
MAINTENANCE, OI'ERATION, INSURANCE AND CONDEMNATION

Scction 7,]1. Maindain System. The Governmental Agency agrees that dunng the entire
term of this Assistance Agreement, it will keep the Project, including all appurtenances thereto,
ond the equipment and machinery thesein, in good umd sound repuir and good operating
condition at its awn cost sv thut the completed Project wil] continue 10 provide the scrvices for
which the System is designed.

Section 7,2. Addjtions and Improvements. The Govermmental Agency shall have the

priviloge of making additions, modifications and improvements to the yites of the Project, and to
the Project itself from time to time provided that said additions. modifications and improvements
do not impair the opeauon or objectives of the Projoct. The Cost of such additions.
modifications and improvaments shall be paid by the Governmental Agency. and the same shall
be the property of the Govemmental Agency and shall be included under the teems of this
Assistaince Agreement as pant of the sile af the Project, or the Project, as the case may be.
Nothing herein containcd shall he construed as precluding the Authority and the Governimental
Agency from entering into one or more supplementary Assistance Agreanents providing for an
additional Loan or Loans in respect of additional Projects undataken by the Governmenial
Agency,

ion : ] The Govermnental Agency covenants and
agicoes that, uniil sausfacnon in full of its obligations hetcunder. it wil! not, withoul the prior
wniten consent of the Authority. which conscnt shall not be unsemsonably withheld. sell,
mortgage. or in any manner ispose of. or surrender control or otherwise disposc ol any of the
facilitics of the System or any part thercof (except that the Governmcninl Agency may retire
obsolete and wom out facilities, and scll same, if appraprisic).

Scetion 7.4. Compljauce witb State and Fodonal Stapdands. The Governmental Agency

agrees that it will at all times provide operntion and maintenance of the Project to comply with
the water qualily stundards, if any, cstablishod by any state or federal agency. The Govemmcental
Agency agrees that qualified operating personncl properly cerified by the Commonwcalth witl
be retained to operate the Project dusing the entire term of this Assisiance Agrcemant,

Section 7,5, Access 10 Reoords The Governmental Agency agrees that it will permit the

Autharity and any statc or federal agency ond their respective agents 10 have access to the
records of the Governmental Agency pertaining 1o the operation and maintcnance of the Project
at any reasonable time following completion of construction of the Project, and commancanent

of operations thereof.

Section 7.8. Covenant (o Insurc - Casuulty. The Governmental Agency agrees 10 insurc

the Project facilities in such amount ss likc propertics ure similarly insured by political
subdivisions similarly situated, against loss or damage of the kinds usunlly insured against by
political subdivisions similarly situated, by means of policies issued by reputable insurance
companies duly qualificd to do such business inthc Commonwealth.
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Section 7,7. Authority as Named Insured.  Any insurance policy issucd pursuant to
Scction 7.5 hereof, shall be so written or endorsed as to make losscs. if any, payablc to the
Governmental Agency, and to thc Authority, as their interests may appear.

Scction 7.8. Covcenant to [psure - Liability, The Governmental Ageiicy agrees that it will
carry public liability insurance with rcference to the Project with onc or more reputablc insurance
companies duly qualificd to do business in thc Commonwealth. insuring agains! such risks
(including bui not limited to pcrsonal inqguiry, dcath and property damage) and in such amounts
as arc sei forth in the Project Specifics, and naming the Authority as an additional insured.

Section 7.9. Cevenant Regarding Wocker’s Compensation. Throughout the cntire term
of this Assistance Agreement. thc Governmental Agency shall maintain workcr’s compensation
covcrage. or cause thc samc 10 be maintaincd.

Scction 7.10. icati “aspalty insurancc Is. If. prior to thc completion of
thc term of 1his Assistance Agrecment. the Projcet shall be duinaged or partially or totally
destroycd by firg. windstonin or other casualiy, therc shall be no abatement or reduction in the
amount payable by thc Gevernmental Agcncy pursuant to thc terms of this Assistance
Agreement and the Govemmental Agency will (1) promptly repair, rebuild or restore the Project
damaged or destroyed: and (2) apply for such purpose so much as may be necessary of any nct
procceds of insurance resulting from claims for such losses, as well as any additional moneys of
thc Governmental Agency necessary thercfor.  All net procceds of insurance resulting from
claims for such losses shall be paid to the Govemimental Agency, and shall be premptly applicd
as herein provided.

Swection 7.11.  Eminegy Domain. In the cvent that title to, or the temporary use of. the
Projcct. or any part thercof, shall be taken undcr the cxcrcise of the power of cminent domain by
any govcrmimental body or by any Person acting under governmental authority, there shall be no
sbatement or rcduction in the minimum amounts payable by the Governmental Agency to the
Authority pursuant to the terms of this Assistance Agreemcent, and any and all nct proceeds
rcceived from any award made in such cminent domain proceedings shall be paid to and held by
the Govermmental Agency in a separatc condemnation award account and shall be applied by the
Govermmental Agency in cither or both of the following ways, as shall be determined by thc
Govemmcntal Agency in its solc discretion:

(A)  The restoration of the improvements located on the Prejcct sites to
substantially the same condition as prior to the exercisc of said power of emincnt domain;
or

(B)  The acquisition of additional property, if necessary, and the acquisition of
additional facilities by construction or othcrwisc, cquivalent to thc Project facilities,
which property and facilitics shall be deemcd to be a part of the Projcct sites and a part of
thc Project facilitics and to be substituted for Project facilitics so taken by emincnt
domain, without the payment of any amount other than hercin provided, to the samc
extentas if such property and facilitics were specifically dcscribed herein.

Any balance of thc net proceeds of the award in such eminent domain proccedings after
the carrying out of the mandatory proceedings stipulated in (A) and (B) of this Section 7.11, shall
be paid to thc Governmental Agency upon dclivery to the Authority of a certificate signed by un



avthorized officer of the Govenmnental Agency to the eifect that the Governmental Agency has
complied with cither subparagraph (A) or (B), or both. of this Section, and written approval of
such certificate by an authorized officer of the Authotity. In no event will the Governmental
Agency voluntarily scttle or consent to the scttlement of any prospective or pending
condemnation proceedings with respect to the Project or any pant thereof without the writien
conscn! of the Authority.,

Section 7,12, Flood Insurance, All structures locuted in flood pronc arcas shall be

vovered by flood insurance carried by the Governmental Agency tor an amount equal 1o the total
Project cost excluding the cost of land and any uninsurable improvements. or for the maximum
Iimit available under the National Flood Insurance Act of 1968, as smended. whichever is less,
for the entire usctul lifc of the Project.



ARTICLL Vil
EVENTS OF DEFAULT AND REMEDIES

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

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

(B)  Failurc by the Governmental Agency to observe or perform any covenant,
condition or agreement on its part to be observed or perfonned. other than as referred to
in subsection (A) of this Scciion, for & periodt of thirty (30) days after written notice
specifying such failure and requesting that it be remcediod will have been given to the
Govemmental Agency by the Authority unless the Authority agrees in writing to an
extension of such time prior to its expiration; provided, howcver, if the failure stated in
the notice cannot be corrected within the applicable period, the Authority will not
unrcasonably withhold its consent to an c¢xtension of such time if cosrective action is
instituted by the Governmental Agency within the applicablc pernied and diligently
pursued until such failure is corrected.

(C) The dissolution or liquidation of the Governmental Apgency, or the
voluntary initiation by the Govermmentat Agency of any procecding under any federal or
state law relating to bankruptcy, insolvency, arrangement. reorganization, readjustment of
debt or any other form of debtor relief. or the initiation against thc Govermmcntal Agency
ot any such proceeding which wili remain undismissed for sixty (60) days, or the entry by
the Governmcntal Agency into an agreement of composition with ¢reditors or the failure
generally by the Governmental Agency to pay its debts as they become due.

(D) A dcfault by the Governmental Agency under the provisions of any
agreements relating to its Dcbt Obligations.

Scction 8.2. Remedics on Default. Whenever any Event of Default referred to in Section
8.1 has occurred and is continuing (other than an event of default arising under Section 6.13 of
this Assistance Agreement), the Authority may, without any further demand or notice, take one
or any combination of the following remedial steps:

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

(B)  Exercisc all the rights and remedics of thc Authority sct forth in the AcL

(C)  Take whatcver action at Jaw or in equily may appcar necessary or
desirable to enforce itsrights undcer this Assistance Agreement.

(D)  Submit a formal referral te the appropriate federal agency, as required by
the Foderal Agreement.



'The sole remedies for an Event of Dcfault under this Assistance Agrecment arising by
viriuc of the fiilure of thc Govemmental Agency to comply with the provisions of Section 6.10
hercof shall be thosc remedies specifically sct torth in Section 6. 10 hereof

Section 8.3. Appainiment of Receiver. Upon the occurrence of an Event of Default, and

upon the filing of a suit or othcr commencement of judicial proccedings to enforce the nights of
thc Authority under this Assistancc Agreainent, the Authority shall be cntitled, as a matter of
right, ta thc appointment of a receiver or rcccivers of the System and all reccipts therefrom,
pending such proceedings. with such power as the court making such appointment shall confer:
provided, howcvcr, that the Authority may, with or without action under this Section, pursue any
available remcdy to cnforce the payment obligations hercunder. or to remely sny Event of
Default.

Section 8.4. No Remedy Exclusive. No remedy hercin conferred upon or reserved to the
Authority is intended to be exclusive, and every such remedy will be cumulative and will be in

addition to every othcr rcmedy given hereunder and cvery remedy now or hereafier existing at
law or in equity. No dclay or omission to exercisc any right or power accruing upen any default
will impair any such right or powcr and sny such right and powcr may be exercised from time to
time and as often as may bec deemed expedient.

Scciion 8.5. Consg€nt to Powers of Authority Under Acl. The Govemmental Agency
hereby acknowledges to thc Autherity ils understanding of the provisions of the Act, vesting in
the Authority certain powers. rights and privileges in respect of the Project upon the occarrence
of an Event of Default, and thc Governmental Agency hereby covenants and agrees that if the
Authority should in thc ftiturc have recourse to said rights and powers, the Governmental
Agency shall take no action of any naturc whatsoever calculated to inhibit, nullify. void, dclay or
render nugatory such actions of the Authority in the due and prompt implcmentation of this
Assistance Agrocment,

Section R8.6.  Waivers. In the cvent that any agrecment containcd herein should be
breached by cither party and thereafter waived by the other party. such waiver will be limited to
the particular breach so waived and will not bc deemed to waive any other breach hereundcr.

Scction 8.7. Agrecment o Pay Attomevs' Fees and Expenses. In the event that cither

party hereto will default under any of the provisions hereof and the non-defaulting party employs
attomeys or incurs other expenscs for the entorcement of performance or obscrvance of any
obligation or agrcement on the part of thc dcfaulting party herein contained, the dcfaulting party
agrees that it will pay on demand therefor to thc non-dcfaulting party the fees of such attomceys
and such othcr expenses so incurred by the non-dcfaulting party.




ARTICLE IX
MISCELLANEQOUS PROVISIONS

Section 9.1. Approval not to be tpreasonably Withheld. Any approval of thc Authority
required by this Assistance Agreement shall not be unreasonably withheld and shall be decemed
to have been given on the thirtieth (30th) day following the submission of any matter requising
approval to the Authority, unless disapproved in writing prior to such thiiticth (30th) day. Any
provision of this Assistance Agrecment requiring thc approval of the Authority or the satisfaction
or the evidence of satisfaction of the Authority shall be intcrprcted as reyuiring action by an
authorized oflicer of thc Authority granting, authorizing or expressing such approval or
satisfaction, as the casc may bc. unless such provision expressly provides otherwise.

Scction 9.2. Approval. This Agreement is made subject 10, and conditioned upon, the
approval of this Assistancc Agreeinent by the Sccretary of the Finance and Administration
Cabinct.

Scction 9.3. Effective Date. This Assistance Agreement shall hecome effective as of the
date fiist sct forth hercinabovc and shall continuc in full force and cffcct until the datc the
obligations of the Governmental Agency pursuant to the provisions of this Assistance Agreement
have been fully satisfied.

¢ction 9.4, Binding Effect. This Assistance Agreement shall be binding upon, and shall
inurc to the bencefit of the parties herceto, and to any person, oflicer, board, dcpartment, agency,

municipal corporation. or body politic and corporatc succeeding by operation of law to the
powcers and dutics of either of the parties hercto. This Assistance Agreement shall not be
revocable by cither of the partics, without the written consent of the other pasty.

Section 9.5, Severability, In the cvent thay any provision of’ this Assistance Agrcement
will be held invalid or unenforceable by any court of competent jurisdiction, such holding will
not invalidate or render unenforceable any other provision herest.

Section 9.6. Assignability. The rights of the Authority under this Assistancc Agreement
shall be assignable by the Authority without the consent of thc Governmental Agency, but nonc
of thc rights, duties or obligations of the Governmental Agency under this Assistance
Agreement shall be assignable by the Governmental Agency without the prior written consent of
the Authority.

Scction 9.7. Execution in_Countcrparts.  This Assistance Agrcement may be
simultaneously cxccuted in several counterparts, each of which will be an original and all of
which will constitute but onc and thc samc instrument.

Section 9.8. Applicable Law. This Assistancc Agrcement will be govemed by and
consttucd in accordance with the laws of thc Commonscalth.
Section 9.9. Captions. The captions or headings herein are for convenicence only and in

no way define, limit or describe the scope or intent of any provisions or sections of this
Assistance Agreement,



IN WITNESS WHEREQF, thc parties hercto have caused this Assistance
Agreciment to be cxccuted by their respective duly authorized officers as of the day and year
abovc written.

ATITEST: KENTUCKY INFRASTRUCTURE
AUTHORITY
S sy_L L // 1
A Y k‘l \‘-....t
Title:
ATTEST: GOVERNMENTAL AGENCY:
GARRISON-QUINCY-KY-O-UEIGHTS
WATER DISTRICT
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Title: S Secretary itle: Chairman

APPROVED: LXAMNED
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SECRETARY/FINANCE AND ’A«{ Ik FGAL COUNSEL TO THE
ADMINISTRATION CABINET OF PHE KENTUCKY INFRASTRUCTURE
COMMONWEALTH OF KENTUCKY  AUTHORITY

ﬁf- DASTO FORM AND LEGALITY

APPROVED
FINANCE AND ADMINISTRATION CABINET
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GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT

AUTHORIZING

GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT

WATER AND SEWER REVENUE BONDS, SERIES 2010

IN THE PRINCIPAL AMOUNT OF

ST98.000
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BOND RESOLUTION

RESOLUTION OF THE GARRISON-QUINCY-KY-O-HEIGHTS WATER
DISTRICT AUTHORIZING AND PROVIDING FOR THE ISSUANCE AND
SALE OF $798,000 PRINCIPAL AMOUNT OF GARRISON-QUINCY-KY-0)-
HEIGHTS WATER DISTRICT WATER AND SEWER REVENUE BONDS,
SERIES 2010 FOR THE PURPOSE OF FINANCING THE COST (NOT
OTHERWISE PROVIDED) OF THE CONSTRUCTION OF EXTENSIONS,
ADDITIONS AND IMPROVEMENTS TO THE EXISTING WATER AND
SEWER SYSTEM OF SAID DISTRICT: SETTING FORTH TERMS AND
CONDITIONS UPON WHICH SAID BONDS MAY BE ISSLED AND
OUTSTANDING;: PROVIDING FOR THE COLLECTION, SEGREGATION
AND DISTRIBUTION OF THE REVENLUES OF SAID WATER AND SEWER
SYSTEM; AMND PROVIDING FOR AN ADVERTISED, PUBLIC,
COMPETITIVE SALE OF SAID BONDS.

WHEREAS, the water and sewer system (the "System™) of the Gamison-Quincy-KY-O-
Heights Water District (the "District”}is owned and operated by said Distriet pursuant to Chaplers 58
and 74 of the Kentucky Revised Statutes (the "Act"), and

WHEREAS, the District presently has outstanding certain Prior Bonds (as hereinafier
defined), which Prior Bonds are payable from and secured by a pledge of the revenues derived from
the opertion of the System, and

WHEREAS, all of the Prior Bonds presently outstanding are current as to payment of both
principal and interest, and for the security of which a certain Sinking Fund and certain reserves are
being maintained in the manner and by the means prescribed in the Prior Bond Resolution (as
hercimafier defined) of the District, authorizing the Prior Bonds, and

WHEREAS, 1t is the desire and intent of the District at this time to authorize and provide for
the issuanee of revenue bonds in the principal amount of S7T98,000 (the "Current Bonds™), for the
purpose of financing the cost (not otherwise provided) of the construction of extensions, additions
and improvements to the System of the District, in accordance with plans and specifications prepared
by HMB Engincers, Inc. and 1o preseribe the covenants of the District, the rights of Bondowners and
the detals of the 1ssuance and sale of the proposed Curremt Bonds, and

WHEREAS, the District desires and intends that the Current Bonds be issued so as o rank
an o parnty basis with the Pnior Bonds, and

WHEREAS, the Pnor Bonds were issued to and are now held by the Rurl Development of
the Department of Agriculture of the United Stales of America (the "RD"), and



WHEREAS, the RD, as the Owner of the Pnor Bonds, hos consented o the issuance by the
District of the Current Bonds, and

WHEREAS, the Public Service Commission of Kentucky has granted to the District a
Centificare of Public Convenience and Necessity, authorizing the construction of said extensions,
additions and improvements, and

WHEREAS, the proceeds of the Current Bonds will be supplemented by Grant Proceeds (as
hereinafier defined) in the amount of approximately $4.479,.500, und by a contribution by the Distriet
in the amount of at least $22,500, w provide the otal cost of such construction,

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT OF
LEWIS COUNTY, KENTUCKY, AS FOLLOWS:



ARTICLE 1.  DEFINITIONS; PURPOSE; AUTHORIZATION OF BONDS;
SECURITY.

Section 101. Definitions. As used in this Resolution, unless the context requires otherwise:
" §et™ refers to Chapters 58 and 74 of the Kentucky Revised Statutes.

"Beginning Month" refers 1o the month following the month in which the Current Bonds
authorized herein are issued, sold and delivered to the Purchaser thereof.

“Bond Counsel” refers to an attorney or firm of attomeys recognized nationally as experts in
the Field of municipal bond law and shall be deemed to refir to Rubin & Hays, Louisville, Kenmcky,
or their successors,

*Bondowner” or "Ohener” refer to registered Owners of the Current Bonds ar the time issued
and outstanding hercunder,

"Bonds" collectively refers to the outstanding Current Bonds, Prior Bonds and the Parity
Bonds.

“Bonds of 1987 or “Series 1987 Bonds " refer o the outstanding Garrison-Quiney-KY-0-
Heights Water District Waterworks Revenue Bonds of 1987, Series A and B, dated February 23,
1988, in the original authorized principal amount of 5300,000.

"Bonds of 1996 or "Series 1996 Boneds" refer to the outstanding Garnson=Cuincy-KY-0-
Heights Water District Waterworks Revenue Bonds, Series 1996, dated November 13, ] GU6, in the
original authorized principal amount of 5295,000.

“Bands of 2002" or “Series 2002 Bonds" refer to the outstanding Garrison-Quiney-KY-0-
Heights Water District Waterworks Revenue Bonds, Series 2002, dated September 23, 2002, in the
original authorized principal amount of $356,000,

"Bond Resolution of 1987" or " 1987 Bond Resalution” refer to the Resolution authorizing the
Bonds of 1987, duly adopted by the Board of Commissioners of the District on April 22, 1987,

"Bond Resolution of 1996" or "1996 Bond Resolution " refer 1o the Resolution authorizing the
Bonds of 1996, duly adopted by the Board of Commissioners of the District on August 5, 1996,

*Bond Resolution af 2002 " or "2002 Bond Resolution” refer to the Resolution authorizing the
Bonds of 2002, duly adopted by the Board of Commissionets of the District on June 3, 2002,

"COBG Grane" refers to the Community Development Block Grant described in Section 805
of this Resolution.



“Chairman " refers to the elected or appointed Chairman or Chairperson of the Commission.

“Code” refers 1o the Internal Revenue Code of 1986, as amendoed, and the Treasury
Regulations relating thereto.

"Commission" refers 1o the Board of Commissioners of the District, or such other body as
shall be the governing body of said District under the laws of Kentucky at any given lime,

*Conxtriction Accouns”™ refers 10 the Gamison-Quincy-KY-O-Heights Water Distric
Construction Account, created in Section 301{B) of this Curremt Bond Resolution,

“Contractors” refers 1o the general contractors who have been employed by the District 1o
construct the Project.

“Current Bond Resolution” or "Resolution™ refer 1o this Resolution suthoriring the Current
Bongs.

"Crrrent Bonds ™ refers o the $798,000 of Gamison-Qriincy-K Y-0-Heights Water District
Water und Sewer Revenue Bonds, Series 2010 authorized by this Resolution, wo be dated as of the
daie of issuance thereof

"Depasitory Bank " refers wo the bank, which shall be a member of the FDIC, which bank s
Citizens Deposit Bank, Garrison, Kentucky. or its successor.

"Depreclation Fund " refers 1o the Garrison-Quincy-K Y -O-Heights Water District Walerworks
Deprecistion Fund, descnibed in Section 402 of this Resolution,

"Distries” refers to the Gurrison-Quincy-K Y -0-Heights Water District of Lewis County,
Kentucky.

"Engineers” refers to the Engineers or any one of them, who prepared the plans and
specifications for the construction of the Project and who will supervise the construction thereof
and/or will fumish full time resident inspection of the construction of the Project, and shall be
deemed to refer 1o HMB Engincers, Inc., or a member of said firm. or their successors.

"Event of Defauli® refers w one or more of the Events of Defiult set forth in Section 701 of
this Resolution,

“FDIC refers w the Federal Deposit Insurance Corporation, or il successors,

“Fiscal Year® refers 1o the annual sccounting penod of the District, beginning on January 1,
and ending on December 31 of cach vear,



“Funds” refers to the Construction Account, the Revenue Fund, the Sinkmg Fund, the
Depreciation Fund and the Operation and Maintenance Fund.

“Government” refers to the United States of America, or any agency thercof, including RD.

*Crrant Proceeds ™ refers 1o the proceeds of the RD Grant, the KIA Grant and the CDBG
Grant,

"Independent Consulting Engineer” refers 10 a consulling engineer or a firm of consulting
engineers of recognized excellent reputation in the ficld of water and sewer sysiem cnginecring, and
such definition includes the Engineers named above.

"Interim Lender™ refers 1o Kentucky Rural Water Finance Corporation, Bowling Green,
Kentucky, its successors or assigns; or any other financial institution or governmental agency
approved by the District.

"KIA Grant® refers o the Kenucky Infrastructure Authority grant to the District in the amount
of §2,450,000,

"Local Counsel” refers to Stanley & Bertram, PSC, Vancchurg, Kentucky, or any other
attorney or firm of attormeys designated by the District.

"Mudtiple Advances” refers to the advance of loan funds from the RD as described in
Section 302 of this Resolution.

"Note" refers 1o a single nole or any number of notes, in such form ax may be prescribed by
the Interim Lender, including any revenue bond anticipation notes issued pursuant to Chapler 58 of
the Kentucky Revised Stanmes, including any rencwal or extensions of the Note, issued by the
District evidencing the intenim financing for the Project as prescribed in Section 302 of this
Resolution.

“Operation amd Maintenance Fund™ refers 1o the Gamson-Quincy-KY-0-Heights Water
District Waterworks Operation and Maintenance Fund descnbed in Section 401 of this Resolution.

"Chuetstanding Bonds " refers 1o the outstanding Bonds, and does not refer to, nor include, any
Bonds for the payment of the principal and interest of which sufficient funds will have been
depositod and earmarked for payment of Bonds; provided all Outstanding Bonds of any senies held
by the RD shall be deemed to constitute Cutstanding Bonds until paid regardiess of the deposit of
funds 1o pay for same,

"Parity Bonds"™ refers to bonds which may be tssued in the fuure which, pursuant to this
Resolution, rank on a basis of parity with the outstanding Bonds, as to priority, secunty and source



of payment, and does not refer to bonds which might be issued 5o as w rank inferior to the security
and source of payment of the outstanding Bonds.

"Prior Bonds™ refers collectively to the Series 1987 Bonds, the Series 1996 Bonds and the
Series 2007 Bonds.

"Prior Bond Resolution™ refers collectively 1o the 1987 Bond Resolution, the 1996 Bond
Resolution and the 2002 Bond Resolution.

“Project"refors specifically to the construction of the currently proposed extensions, additions
and improvements o the System of the District, which Project is being financed by the Current
Bonds and by other funds.

“Purchaser” refers to the agency, person, firm or firms, or their successors, (o whom the
Current Bonds hereim authorized are awarded at the public sale of the Current Bonds.

"R refers to the Rural Development of the Department of Agriculture of the United Stutes
of America,

"RD Grrant” refers to the RD grant described m Section 804 of this Resolution.

"Required Signatures " refers 1o the signatures necessary to be obtained with reference w the
approval of the expenditures 1o be made from the Construction Account, which required signatures
shall consist of the signatures of (1) the Chairman; (2) the Engineers; and (3) the Parchaser;
provided, however, any expenditures for issuance and administrative costs and the costs of any
equipment which 1s not permanently affixed 1o the real estate shall not require the signature or the
approval of the Engincers.

"Revenue Fund " relers to the Garmison-Cuiiney-K Y -0-Heights Watler Disinict Revenue Fund,
deseribed in Section 401 of this Resolution.

“Secretary” relers 1o the clectod or appointed Secrctary of the Commission.

"Stnking Fund" refers 1o the Garmison-Quiney-KY-0-Heights Water District Waterworks
Bond and Interest Sinking Fund, described in Section 401 of this Resolution.

"Syxtem™ refers 1o the existing water and sewer system of the District, together with all
extensions, additions and improvements to said System,

“Treasurer” refers 1o the clected or appointed Treasurcer of the Commission,



*ULS. Obligations " refers to bonds or notes which are the direct obligations of the United
States of America. or obligations the principal of and interest on which are guaranteed by the United
States of Amenca.

All words and terms impaorting the singular number shall, where the contex! requires, import
the plural number and vice versa. Unless otherwise indicated, references to Articles or Sections
refers 1o those in this Resolution.

Section 102. Purpose. The Current Honds shall be issued for the purpose of financing the
cost (not otherwise provided) of the Project, as set out in the plans and specifications prepared by
the Engineers. The Commission hercby declarcs the System of the District, including the extensions,
additions and improvements to be constructed, 1o constitute a revenue producing public project, and
said System shall continue to be owned, controlled, operated and maintnined by the [istrict as o
revenue producing public project pursuant to the Act, so long as any Bonds remain outstanding.

Section 103. Construction Award Approved; Work Autherized. The Commission bereby
authorizes, approves, ratifies and confirms fis previous action in advertising for and king steps
toward awarding the contracts for the construction of the Projeet to the lowest and best bidders, and
further approves the action of the District officials in entering into formal contracts with said bidders,
subject to the necessary approvals being obtained.  Authonty is hereby given for underaking the
construction of the Project according to the plans and specifications heretofore prepared by the
Engincers for the District, after all necessary approvals have been obtained.

Section 104. Declaration of Period of Usefulness, The Commission hereby declares that
the period of uscfulness of the System is more than forty (40) years from the date of completion of
the Project,

Section 185. Authorization of Bonds. The District has heretofore determined that the 1ol
cost of the Project, including preliminary expenses, land and rights-of-way, engineering expense,
capitalized interest during construction, legal and administrative costs, publication costs, initial
deposits required and all incidental expenses, will not exceed 85,300,000, Therefore, it is herchy
determmed o be necessary in order for the Distnet to fimance the cost (not otherwise provided) of
the Project that the District issue a total of $798,000 of Current Bonds, based on the following
calculation:



Total cost of Project £5,300,000

Less:
RD Girant 5 429500
ARC Gramt 2,450,000
CDBG Grant (RELIXULY
Connection Charges 22,500
Total Non-Bond Funds: 4,502,000
Balance 1w be financed by Current Bonds STUR MK

Accordingly. for the purpose of financing the cost (not otherwise provided) of the Project.
under the provisions of the Act, there is hereby authonzed to be issued and sold $798_000 principal
amount of Garrison-Quiney-K Y -0-Heights Water District Water and Sewer Revenue Bonds, Series
2000,

The Current Bonds shall be dated as of the date of delivery to the Purchaser thereof, shall
bear interest from such date at such interest mite as may be fixed by supplemental resolution as a
result of the advertised sale and competitive bidding for such Current Bonds, as hercinafier provided:
and shall be issued and delivered as prescnibed in Section 202 hereof.

Interest on the Current Bonds shall be payable semiannually on January | and July | of cach
year, provided that the fivst interest payment period will cover interest only from the date of delivery
of the Current Bonds fo the ensuing January 1 or July 1, as the case may be. Principal of the Current
Bonds shall be payable on January 1 of each of the respective years until maturity, as set oot in
Section 201 hereof.

Section 106, Recognition of Prior Bonds, The District hereby expressly recognizes and
acknowledges that the Dastrict has previously ereated for the benefit and protection of the owners

of the Prior Bonds, o certaim hen and pledge and certain security rights relating to the System, all as
s¢1 forth in the Prior Bonds and in the Pnor Bond Resolution.

Section 107, Current Bonds Shall b able on Ou iTOSS enues. The Current
Honds and any additional Panity Bonds that may be issued under the conditions and restrictions

herecinafier set forth, shall be payable solely out of the gross revenues of the System, on a parity with
the Prior Bonds.

Section 108, Lien on Contracts. In addition to the revenue pledge securing the Bonds, a
lien is hereby cremted and granted in favor of the Bondowners on all contracts, and on all other rights
of the District pertaining to the System, enforceable by assignment to any receiver or other operalor
proceeding by authority of any coun




ti . Election to | Cu Bonds as Build American Bonds -

Payment; Covenants. The American Recovery and Reinvestment Act of 2009 {the “Recovery
Act™) authornizes the Disinct 1o issue taxable bonds known as “Build Amenca Bonds™ 1o finance
capital expenditures for which it could {ssue mx-exempt bonds and 1o elect to receive a subsidy
payment from the federal government equal 10 35% of the amount of cach interest payment on such
taxable bonds. In sccordance with the provisions of the Recovery Act, the Distnict herchy
irrevognbly elects to have Section S4AA and subsection S4AA(g) of the Code apply to the Current
Bonds so that the District will receive a refundable eredit under Seetion 6431 of the Code equal 1o
35% of the ststed intercst pard on the Current Bonds.

The District agrees W comply with the requirements of the Code relating to "Build America
Bonds", including (i) all of the excess of {a) the available project proceeds (as defined in Section
34A of the Code 1o mean sale proceeds of the Current Bonds less not more than 2% of such proceeds
used 1o pay costs of issuance plus investment proceeds thereon), over (b) any amounts in a
reasonably required reserve fund (within the meaning of Section 150{u i 3) of the Code) with respect
10 such issue, shall 1o be used for capital expendinsres; (11} any and all requirements of Section
3AA(g) of the Code to assure ehgibility of the Distnict for receipt of the direct pay mterest credit;
(1ii) the issue price (reoffering price) of the Current Bonds of the same maturity cannot exceed the
par amount by more than . 25% multiplicd by the number of compleie years 1o the earlier of the
maturity datc or the first optional redemption daie for the Current Bonds; and (iv) the Distrnict wall
not use or permil the use of any of the funds provided by the Current Honds in such a manner as to,
or take or omit 1o tke any action which would, impair the status of the Current Bonds as “qualified
bonds™ under Section S4AA of the Code.



ARTICLE 2. THE BONDS; BOND FORM: PREPAYMENT.

Section 201. Principal Payments. Principal payments duc on the Current Bonds shall be
as set forth in the schedule of maturities set out in Exhibit A attached to this Resolution and

incorporated herein,

Section 202, lssuance of Current Bonds; Bond Form. The Purchaser of the Current
Bonds at the public sale shall ke delivery of the Current Bonds in the form of one or more fully

registered bonds, as set forth in Exhibit B attached hereto and incorporated herein, amounting in the
aggregate 10 the principal amount of the Current Bonds authorized berein, maturing as to principal
as set out in Section 201, The Current Bonds shall be numbered R-1 and consecutively upward
thereafier. Such Current Bonds shall, upon appropriate execution on behalf of the District as
prescribed, constitute the entire bond 1ssue hereln authorized, shall be negotiable (subject to
registration requirements as 1o transferability), registered as to principal and interest and payable as
directed by the regisiered Owner.

Section 203, Place of Payment and Manner of Execution. Both principal of and mterest
on the Current Bonds shall be payable at the place and in the manner set out in the form of such
Current Bond. The Current Bonds shall be exccuted on behalf of the District by the manual or
facsimile signature of the Chairman of the District, with the Corporate Seal of the Distinict affixed
thereto and attested by the manual or facsimile signature of the Sccretary of said District,

If cither of the officers whose signatures appear on the Current Bonds ccases o be such
officer before delivery of said Current Bonds, such signatures shall nevertheless be valid for all
purposes the same as il such officers had remained in office until delivery.

Section 204, Provisions as to Prepayment. Except when all of the Current Bonds arce held
by the Government, principal maturitics falling due prioe to January 1, 2020, shall not be subject (o
prepayment.  Principal maturities falling due on and afier January 1, 2020, shall be subject
prepayment by the District on any date falling on and afler January 1, 2019, at par plus accrued

interest, without any prepayment penalty.

So leng as all of the Current Bonds are owned by the Government, all or any of the Current
Bonds, or in a multiple of $100, may be prepaid at any time in inverse chronological order of the
principal maturities due, ol par plus sccrued imterest withoul any prepayment penalty.

Notice of such prepayment shall be given by certified mail to the Bondowner or his assignee,

at Teast 30 days pnor to the date fixed for prepayment. Notice of such prepayment may be waived
with the written consent of the Bondowner.
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ARTICLE 3. CONSTRUCTION ACCOUNT: INTERIM FINANCING:
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS.

Section 301, Construction Account; Application of Proceeds of Bonds; Other Transfers
ungd Deposits, The Treasurer, or such other District official us shall be designated by the

Commission, shall be the custodian of all funds belonging to and associaled with the System. All
moncys m excess of the amoun! msured by the FDIC mn the Construction Account shall be secured
by the Depository Bank in accordance with L. 5. Treasury Depariment Circular No. 176, The
officials of the District entrusted with the receipt and disbursement of revenues of the System and
the custody of valuable property shall be covered by a fidelity bond in the amount of not less than
$94,000 (the “Fidclity Bond"), or such larger amount as the RD may require, which Fidelity Bond
shali be effective and secured by a surcty company approved by the RD so long as it is owner of any
of the Current Bonds. The RD and the District shall be named co-obligees in such Fidelity Bond and
the amount thereof shall not be reduced without the written consent of the RD, Whenever sums in
the Funds shall exceed $94.000, the Fidelity Bond shall be increased accordingly as requested by and
with the approval of the RD.

AL Covenanis Applicable if RD) Purchases Current Bonds. |15 scknowlodged
that all covenants herein with reference to the necessity for approval of the RD, the necessity of
observing RD regulations and procedures and the necessity of using RD forms (the "RD Forms™),
shall apply only if the RD is the Purchaser of the Current Bonds and only so long as the RD holds
the Current Bonds thereafier. In the event that the RD shall not be the Purchaser of the Current
Bonds, or, afier purchasing same, shall sell or transfer the Current Bonds to an Owner whao shall not
be the Government, all covenants herein with reference o the necessity for approval of the RD, the
necessity of observing RD regulations and procedures, and the necessity of using RD Forms, shall
not be applicable.

B. Application of Proceeds of Current Bonds. The proceeds of the Current
Bonds shall be applied as follows:

(1)  Payment of Interim Financing, Costs of Project and Costs of
Issuance. Simultancously with the delivery of the Current Bonds, there shall immediately
be paid to the Interim Lender (or the RD if Muluple Advances are made) an amount
sufficient to pay principal of and interest on any temporary loans barrowed by the District
in anticipation of the sale and delivery of the Current Bonds and/or of the receipt of Grant
Proceeds, Also, at the time of delivery of the Current Bonds, there shall be paid all amounts
then due and payable in connection with the costs of the Project and in connection with the
issuance of the Current Bonds.

{2)  Construction Account. If and (o the extent that the proceeds of the
Current Bonds shall be in excess of the amount necessary to pay the interest, principal and
costs referred to in subparagraph B 1) of this Section, such excess smount shall immediately
be deposited in the “Carrison-Quincy-K Y -0-Heights Water District Construction Account”

I



hereby created, which shall be established at the Depository Bank. There shall also be
deposited in said Construction Account the Grant Proceeds, as and when recerved, or sald
Grant Proceeds may be applied, to the extent necessary, to liguidate or reduce any interim
financing owed by the District at the time of receipt of Grant Proceeds, Simultancously with
or prior 1o the delivery of the Current Bonds, there shall also be deposited in the Construction
Account the proceeds of the District contribution in the minimum amount of 322,500 (less
any amounts therelofore used for suthorized purposes). 1o supplement the proceeds of the
Current Bonds and Grant Proceeds in onder to assure completion of the Project.

() Withdrawal of Funds From Construction Account, Prior (o the
expenditure by the District of any moneys from the Construetion Account, the Disirict must
obtain written approval from the RD as to such expenditures, if the RD is the Owner of uny
Outstanding Bonds. The proceeds of sakd Construction Account shall be withdrawn only on
checks signed by the Chairman, the Treasurer (or by such other official of the District as may
be authorized by the Commission), provided such official shall be covered by the Fidelity
Boad required by Section 301 of this Resolution, i payment for services and/or matenials
supplied in connection with the Projoct, as evidenced by (1) 8 Requisition Certificate; and
(2) invoices and/or partial paymeni estimates bearing the written approval of the Engineers
and the Chairman (or by such other official of the Distriet as may be authorized by the
Commission), and which invoices and/or partial payment estimates must have beon reviewed
and approved for payment by the designated RD official.

Written approval or certification of the Engincers shall not be reguired for
matters not under the jurtsdiction of the Engineers, such as legal fees, land acquisition and
related items,

During construction, the District shall disburse Construction Account funds
i a manner consistent with RD Instruction 1780,

The District shall prepare and submit any and all RD Forms required by the
RD. Periodic audits of the District's Construction Account reconds shall be made by RD as
determined by it 1o be necessary.

(4)  Transfer of Capitalized Interest to Sinking Fund. There shall be
transferred from the Construction Accounl an amount sufficient w provide for capitalized
mterest (initinlly estimated at $60,000) during the construction of the Project, as approved
by the Engineers and by the RD. 1f and to the extent not theretofore expended n paying
intercst on isterim financing and if and 1o the extent then needed to pay interest during the
remaining penod of construction of the Project, such amount so transferred from the
Construction Account shall be deposited in the Sinking Fund.

(5)  Investment of Funds in Construction Account, Pending
dishursement of amounts on deposit in the Construction Account, all such funds, or such
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portion of said amounts on deposit in said Construction Account as is designated by the
Commission, shall be invested for the benefit of such Construction Account in Certificates
of Deposit, savings accouns or U.S. Obligations which may be converted readily into cash,
having a maturity date prior w the date when the sums invested will be needed for costs of
the Project (as determined by the Engineers, the Chainnan and the RD), provided that to the
extent that any amounts on deposit in said Depository Bank shall cause the 1otal deposits of
the District in said Depository Bank to exceed the amount insured by the FDIC, the same
shall be continuously secured by a valid pledge of U.S, Obligations, having an equivalent
market value, in conformity with Section 66.480 of the Kenucky Revised Statutes.
Investments in Centificales of Deposit may be made only if a separatc RD Form 402-4
Agreement is executed, if the RD has purchased any of the Bonds, and investments in
Certificates of Deposit or savings accounts may be made only in such Certificates or
accounts of an FDIC bank. Any such investments will be a part of the Construction Account,
and income from such investments will be crodited 10 the Construction Account. All such
investmenis shall be subject to the limitations set out in Section 303 hercol.

(6)  Statements of Contractors, Engincers and Antorneys as to
Payment. Prior to the delivery of the Current Bonds, if the RD is the Purchaser of the
Current Bonds, the District will be required to provide the RD with statements from the
Contractors, Engincers and attorneys for the Distnet that they have been paid to date in
sccordance with their contract or other agreements and, in the case of any Contractor, that
e has paid his supplicrs and subcontractors. Any exceptions must be suthorized under RD
Instruction 1 T80,

(Ty  Disposition of Balance in Construction Account Alter Completion
of Project, When the Project has been completed and all construction costs have been paid
in full, as cenified by the Engincers for the District andior by the RD, any balance then
remaining in the Construction Account may, with the consent of the RD, be applicd 1o the
cost of constructing additional extensions, additions and improvements to the System (the
“Additional Construction™). I such Additional Construction is (o be undertaken by the
Contractors previously engaged in the Project, such Additional Construction may be
authorized by a change onder,

If there 15 a balance remaining in the Construction Account after such
Additional Construction, such balance (subject to legal requirements as to possible refund
of any allocated portion of the balance derived from Grant Proceeds) shall be tansferred 1o
the Sinking Fund, whereupon said Construction Account shall be closed. Such remammg
balance in the Construction Account so transferred 1o the Sinking Fund shall be used by the
District immediately to prepay principal installments due on the Current Bonds in the inverse
order of maturities without prepayment penally, provided further that any balance insufficient
to prepay at least $100 of the principal payment falling due in any year on the Bonds wall be
transferred to the Depreciation Fund.
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Section 2. Interim Financing Authorization,

A Interim Financing. The District shall use interim financing for the Project
durmg construction of that pomon of the cost of the Project financed by the Current Bonds, if
availuble at reasonable rtes and terms.

The borrowing of up to the aggregate sum of $798,000 from the Interim Lender is
hereby authorized: and the Chairman is hereby authorized to execute the Note in the name and on
behalf of the District. Each advance under the Note shall evidence a loan by the Interim Lender 1o
the District for services rendered and/or materials supplied in connection with the Project. as
evidenced by a Reguisition Certificate,

Interim financing shall be disbursed as follows:

(1Y At the direction of the District, the Interim Lemder shall disburse the
proceeds of the Note by cashier's checks directly vo the partics entitled thereto as set forth in
the Reguisition Certificate: or

(2) Al the direction of the District, the Interim Lender shall deposit the
procecds of the Note in the Construction Account, in which event amounts of the District on
deposil therein shall, until expended to the extent that same shall exceed the amount insured
by the FDIC, be fully secured by a pledge of U,S, Obligations.

The aggregate of the principal amount of all Notes shall not exceed $798,000. Each
Note which is renewed or superseded shall be simultancously cancelled by the Interim Lender and
transmiited 1o the Treasurer. The e of interest applicable to each Note shall not exceed a
reasonable rate, which rate is subject 1o the approval of the RD.

The total suthonzed mterim financing of $798,000 shall be the muximum
indebiedness which the District may owe at any one tme to the Interim Lender for the purpose of
providing temporary construction financing for the Project; provided, however, that the District may
reduce the amount owed by the District to the Intenim Lender from time 10 time #s and when funds
are aviiluble to the District, whether derived from the proceeds of the Grant Proceeds, the proceeds
of the sale of the Current Bonds or otherwise, and may reborrow from the Interim Lender additional
amounts in anticipation of the further receipt by the District of additional proceeds from the Current
Bonds and/or Grant Proceeds.

The District hereby covenants and agrees with the Interim Lender that upon the
issuance and delivery of the Current Bonds and/or the receipt of said Grant Proceeds, the District
will apply the proceeds thereof, to whatever exient may be necessary, in paymient of the principal
amount of the Note, together with accrued interest thereon to the date of such payment; and the
proceeds of the Current Bonds and Grant Procecds are hereby pledged therefor, and such pledge shall
canstitute a first and prior charge against said proceeds.
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Although the proceeds of the Current Bonds and Grant Proceeds are pledged 1o the
repayment of said interim financing, it is recognized that the Grant Proceeds may be applied 1o the
extent reguired at the time of receipt of the Grant Proceeds, to the payment of costs of the Project
due and owing by the District at the time of recerpt of such Gramt Proceeds, mither than to the
tepayment of portions of the interim financing at that time. 17 and to the extent that the Grant
Proceeds are in excess of any costs of the Project due and owing at the time of receipt thereof, such
Grant Proceeds may be applied, in the same manner as set out hereinabove, to the reduction of the
amount of the interim financing, after which, such interim financing may again be increased as
therctofiore. The District further pledges the revenues of the System to the repayment of said interim
financing, subjoct to the vested rights and priorities of the pledges secuning the Owtstanding Bonds,

It i understood that the foregoing constitutes an altiemative method of obtaining
internim financing. and does not preclude the authorization and sale, by public pdvertisement or
otherwise, of bond anticipation notes and/or grant anticipation notes to the most favorable bidder on
the open market, by concurrent or subsequent proceedings of the Distniet,

B. Multiple Advances by RD. In the event the Current Bonds are purchased
by the RD, and in the event the District is unabie 1o obtuin a commitment for interim financing for
the Project from any Interim Lender at reasonable rates and terms, the Chairman is suthorized to
request Multuple Advances of loan funds from the RD.

If the RD agrees 10 make Multiple Advances to the District pending the delivery of
the Current Bonds, the Chairman is hereby suthorized to execute in the name and on behalf of the
District any number of Notes, Fuch such Note, evidencing an advance of funds by the RD to the
District, shall be in the form prescribed by the RD.

Each request for an advance from the RD shall be aceompanied by a Requisition
Certificate. The District will also furnish to the RD, prior 1o the receipt of each Multiple Advance,
whatever additional documentation shall be requested by the RD, including an updated supplemental
title opinion of Local Counsel and an updated supplemental preliminary legal opinion of Bond
Counsel.

The proceeds of any Multiple Advances shall be either (1) disbursed directly 1o the
parties entitled thereto for services and/or materials supplicd in connection with the Project: or
(i1} deposited into the Construction Account and dishursed in accordance with the provisions of
Section 301 hereof. in which event amounts on deposit in such Construction Account shall, unnl
expended, to the extent that same shall cxceed the amount insured by the FDIC, be fully secured by
a pledge of LLS, Obligations,

The proceeds of the Current Bonds are hereby pledged to the repayment of such
Multiple Advances, and such pledge shall constitute a first and prior pledge against such procecds,



The District further pledges the revenues of the System to the repayment of said Multiple Advances,
subject 10 the vested rights and prionities of the pledges securing the Outstanding Bonds.

: - Proceeds. The Disirict covenants
mdmmﬁm. mnnmphm: w:th th-: C::-:ln on l,hc hsm nt'knﬂWn facts and reasonable expectations
on the date of adoption of this Resolution, that it is not expected that the proceeds of the Current
Bonds will be used in & manner which wonld cause the Current Bonds o be "arbitrage bonds” within
the menning of Section 148 of the Code. The District covenants to the Owners of the Current Bonds
that { 1) the District will make no use of the proceeds of said Current Bonds which, if such use had
been reasonably expected on the dete of issue of such Current Bonds, would have coused such
Current Bonds 1o be "arbitrage bonds™; and (2) the District will comply with all of the requirements
of the Code to whatever exient 1s necessary 1o assure that the Current Bonds shall not be treated as
or constitute “artwirage bonds™ and that the interest on the Bonds shall be ¢xcludsble from gross
income for federnl income tax purposes.

Prior 1o or at the ime of delivery of the Current Bonds, the Chairman and/or the Treasurer
{who are jointly and severally charged with the responsibility for the issuance of the Current Bonds)
arc authorized to execute such centifications as shall be required by Bond Counsel, setting out all
known and coniemplated facts concerning the anticipated construction, expenditures and
mvestmenis. including the cxecution of necessary and/or desirable centifications of the type
contemplated by Section 148 of the Code in order to assure that interest on the Current Bonds shall
be excludable from gross income for federal income @y purposes and that the Current Bonds will
not be treated as "arbitrage bonds™.
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ARTICLE 4. FLOW OF FUNDS.

Section 401. Funds, There was herctofore created in the Prior Bond Resolution the
following funds and sccounts:

(a)  Gamison-Quincy-KY-O-Heights Water District Revenue Fund

ih) Gamison-Quincy-K Y -0-Heights Water District Sinking Fund

(e} Garmson-Quiney-KY <0-Heights Water District Depreciation Fund
(d)  Gamison-Quincy-KY-O-Heights Water District Operation Fund

All of the Funds shall be maintained with the Depository Bank so long as any Bonds rermain
oulstanding.

Section 402, Flow of Funds, All proceedings preliminary to und in connection with the
issuance of the Ouistanding Bonds, including provisions made for (1) the receipt, custody and
application of the proceeds of the Outstanding Bonds; (i1) the operation of the System on & revenue-
producing basis: (i) the segregation, allocation and custody of the revenues derived from the
operation of the System; (iv) the enforcement and payment of the Outstanding Bonds and (v) the
depreciation of the System; and all other covenants for the benefit of Bondowners set out in the Prior
Bond Resolution, are hereby ratified and confirmed and shall contimue in force and inure 1o the
security and benefit of the Outstanding Honds, the same as 1f such provisions and proceedings were
set oul in full herein: provided, further, that after the issuance of the Current Bonds, the income and
revenues of the Sysiem shall be collected. segregated. accounted for and distributed as follows:

A Revenue Fund. The District covenants and agrees that it will continue to
deposit in the Revenue Fund, promptly as received from time to time, all revenues of the System,
as same may be extended and improved from time o time. The moneys in the Revenue Fund shall
continuc 10 be used, disbursed and applicd by the District only for the purpose and in the manner and
order of prionties specified in the Prior Bond Resolution, as hercimafier modified by this Resolution,
all as permitted by the Act, and in accordance with previous contractual commitments,

B. Sinking Fund. It is herchy recognized that the District is obligated upon the
issuance of the Current Bonds 1o provide for additional debt service requirements of the Current
Bonds,

At or alter the delivery of the Current Bonds, there shall be transferred from the
Construction Account to the Sinking Fund an amount sufficient to provide for capitalized interest
(mitally estimated at $60,000) on the Current Bonds during the construction of the Project, if and
tor the extent not theretofore expended in paying interest on interim financing and i and to the extent
then needed 1o pay interest during the remaining period of construction of the Project.
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There shall be transierred from the Revenue Fund and deposited into the Sinking
Fund on or before the 20th day of each month, for payment of interest on and principal of the
Outstanding Bonds, a sum equal to the total of the following:

(1) Anamount equal 1o one-sixth (1/6) of the next succeeding six-month interest
payment to become due on the Bonds, plus

(2) A sum cqual 1o one-twelfih ( 1/12) of the principal of any Bonds maturing on
the next succeeding January 1,

If the District for any reason shall fail to make any monthly deposit as required, then an
amount equal to the deficiency shall be set apan and deposited into the Sinking Fund out of the first
avatlable revenues in the ensuing months, which amount shall be in addition to the monthly deposit
otherwise required during such succeeding months, Whenever there shall secumulate in the Sinking
Fund amounts in excess of the requirements during the next twelve months for paying the principal
of and intercst due on the Outstanding Bonds, as same full duc, such excess may be used for
redemption or prepayment of any Outstanding Bonds, subject to the terms and conditions set forth
therein, prior o maturity,

C.  Depreciation Fund. Pursuant 1o the provisions of the Prior Bond Resolution
which requires that an adjustment be made in the Depreciation Fund upon the issuance of bonds
ranking on a parity with the Prior Bonds, it is hereby determined that upon the issuance of the
Current Bonds, and upon completion of the Project, as certified by the Engineers and by the RD,
there shall next be transferred from the Revenue Fund the sum of at least $280 cach month which
shall be deposited into the Depreciation Fund until there is accumulated in such Depreciation Fund
the sum of at least $33,600, which amount shall be maintained, and when necessary, restored to said
sum of $33,600, so long as any of the Current Bonds are outstanding and unpaid. These deposits are
m addition to the deposits required by the Prior Bond Resolution.

As further sccunty for the Bondowners and for the bencfit of the District, it has been
and is hereby provided that in addition to the monthly transfers required to be made from the
Revenue Fund into the Depreciation Fund, there shall be deposited into said Depreciation Fund all
proceeds of connection fees collected from potential customers (cxcept the amounts necessary to pay
the actunl costs and service connections applicable to said potential customers) to aid in the financing
of the cost of future extensions, additions and improvements 1o the System, plus the proceeds of any
propenty damage insurance (not otherwise used o replace damaged or destroved property); and any
such amounts or proceeds so deposited shall be used solely and only for the purposes intended.

Moneys in the Depeeciation Fund may be withdrawn and used by the District, upon
approprinte cenification of the Commission, for the purpose of paving the cost of unusual or extra-
ordinary maintenance, repairs, renewals and replacements not included in the annual budget of
current ¢xpenses andior of paying the costs of constructing fulure exiensions, additions and
improvements to the Sysiem which will cither enhance its revenue-producing capacity or will
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provide a higher degree of service. and when necessary. for the purpose of making paymenis of
principal and interest on the Bonds if the amount on deposit in the Sinking Fund is not sufficient o

make such payments,

D.  Operation and Maintenance Fund. There shall next be transferred monthly
from the Revenue Fund and deposited inio said Operation and Maintcnance Fund, sums sufficient
to meet the current expenses of operating and maintaining the System. The balance maintained in
said Operation and Maintenance Fund shall not be in exeess of the amount required o cover
anticipated Svstem expenditures for a two-month period pursuant to the District’s annual budget.

E. Hﬂluj'mlllnﬂlmrﬂtfl}mﬂl!ifﬂﬂhmwﬂﬂm S0
long ns any of the Bonds are held or insured by the RD, the District shall, if requested by the RD,
make the payments required by this Section 402, in monthly installments 1o the RID or to the insured
Owmers of the Bonds.

F. Surplus Funds. Subject to the provisions for the disposition of the mcome
and revenues of the System as set forth hereinabove, which provisions are cumulative, and after
paying or providing for the payment of debt service on any subordinate obligations, there shall be
transferred, within sixty davs aficr the end of each fiscal year, the balance of excess funds in the
Revenue Fund on such date, 1o the Depreciation Fund for application i accordance with the terms
of this Resolution or to the Sinking Fund to he applied to the maximum extent feasible, to the
prompt purchase or redemption of Outstanding Bonds.

G.  Investment and Miscellancous Provisions. All monics in the Sinking Fund
and the Depreciation Fund shall be deposited in the Depository Bank, or such portion thereof as is
designated by the Commission. All monies in the Sinking Fund and the Depreciation Fund shall be
invested for the benefit of such respective Funds in Centificates of Time Deposil or savings accounis
of the Depository Bank or in LS. Obligations which may be converted readily imo cash, having a
maturity date pnor o the date when the sums invested will be needed for the purposes for which
such funds may be expended, provided that to the extent that any amount of the District on deposil
in the Depository Bank shall cause the total deposits of the District in said Depository Bank to
exceed the amount insured by the FDIC, such excess amount shall be continuously secured bya valid
pledge of U.S. Obligations, having an cquivalem market value, in conformity with Section 66,480
of the Kentucky Revised Stamtes,

If the RI) bas purchased any of the Outstanding Bonds, investments in Certificates
of Deposit may be made only ifa separate RD Form 402-4 Agreement is executed. Any such invest-
ments will be a part of the respective Funds from which the proceeds invested are derived, and
ircome from such mvestments will be credited 1o such respective Funds, All investmenis of funds
denved from proceeds of the Outstunding Bonds shall be subject to the applicable limitations set out
m Section 303 hereol.
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All payments into the Funds shall be made on or before the twenticth (20th) day of
cach month, exeept that when the twenticth (201h) day of any month shall be o Saturday, Sunday or
a legal holiday, then such payment shall be made on the next succeeding business day.

All monies held in any of the Funds shall be kept apart from all other District funds
and shall be deposited in the Depository Bank, and all such deposits which cause the aggregate of
all deposits of the District therein o be in excess of the amount secured by FDIC, shall (unless
invested as hercin authorized) be secured by a surcty bond or bonds or by a pledge of US.
Obligations, having a market value equivalent to such deposit.

The Treasurer shall keep appropriate records as o payment of principal and interest
installments and as to payment of principal of and interest on any Bonds,

mon i LILE ] i Bonds on & Ma i P'rar Bonos It Bmmrﬂdlﬂi
declared that prior to the issuance of any of the Current Bonds, there will have been procured and
filed with the Distriet (1) a letter from the R to the effect that the RD agrees to the tssuance of the
Current Bonds ranking on a parily as to security and source of payment with the Prior Bonds, all of
which are owned by the RD, together with (ii) a centification signed by the RD 1o the cffect that a
legend has been typed. stamped or otherwise affixed on cach of the Prior Bonds held by the RD,
evidencing the agreement of the RD as the then Owner of the Prior Bonds, to the issuance of the
Current Bonds so as 1o rank on & parity with the Prior Bonds, such legend wo be in substantinlly the
following form!

i

The holder of this Bond has consented to the issuance of $798, (00 of
Garrison-Quincy-K Y-0O-Heights Water District Water and Sewer
Revenue Bonds, Series 2010 ranking on & parity as to security and
source of payment with this Bond.

Accordingly, it is hereby found and declared that the Current Bonds shall mnk and be payabie
on @ parity with said outstanding Prior Bonds from the gross income and revenues of the System.
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ARTICLE 5. COVENANTS OF DISTRICT

Section 501, Rates and Charges. The Disinct shall charge such raies and charges ii:nr1all
services and facilities rendered by the System, which rates and charges shall be reasonable, taking

into account and consideration the cost and value of the System, the cost of maintaining, repairing
and operating same and the amounts necessary for the payment of principal of and micrest on
Outstanding Bonds against the System, The District shall charge such rates and charges as shall be
adequate 1o meet the requirements of Articles 4 and 5 hereof.

The District covenants that it will not reduce the rates and charges for the services rendered
by the System without first filing with the Secretary a certification of an Independent Consulting
Engincer that the annual net revenues (defined as gross revenues less operating expenses) of the then
existing System for the fiscal year proceding the vear in which such reduction is proposed, as such
annual net revenues are adjusted, after taking into account the projected reduction in annual net
revenues anticipated to result from any such proposed rate decrease, are equal (o not less than 120%
of the average annual debt service requirements for principal and interest on all of the then
Outstanding Bonds payable from the revenues of the System, calculated in the manner specified in
Section 603 hereol,

Section 502, Books and Accounts: Audit. The District shall maintain proper records and
accounts relating 1o the operation of the System and the District's financial affairs; and the
Bondowners, or theit authorized representatives, shall have the nght at all reasonable times 10
inspect the facilitics of the System and all rocords, accounts and data relating thereto. An annual
audit shall be made of the books and accounts pertinent 1o the System by a Centified Public
Aceountant licensed in Kentucky. No later than ninety (90) days afier the close of each Fiscal Year,
copies of such audit reponts certified by such Certified Public Accountunt shall be promptly mailed
to the RD without request, so long as the Government is the Owner of any of the Bonds, and 1o any
Bondowner that may have made a writien request for same.

Monthly operating reports shall be fumished to the RD and to any Bondowner requesting
samie, during the first two (2) years of operation after completion of the Project, and whenever and
so long as the District is delinguent in any of the covenants set out in the Prior Bond Resolution or
this Current Bond Resolution. Thercafier, quarterly operating reports shall be furnished at all other
times 1o the RD and to any Bondowner requesting the same.

Section 503, System to Continue to be Operated on Fiscal Year Basis; Annual Budget,
While any of the Bonds are outstanding and unpaid, and 10 the extent permitied by law, the System

shall continue to be operated and maintained on a Fiscal Year basis.

Not later than sixty (60) days before the end of each Fiscal Year. the District agrees (o cause

to be prepared a proposed annual budget of operating expenses (the "Proposed Budpet™) of the
System for the then ensuing Fiscal Year, itemized on the basis of monthly requirements. A copy of
said Proposed Budget shall be mailed to any Bondowner who may request in writing a copy of such
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Proposed Budget and to the RD without request, it the Government is the Owner of any of the
Bonds,

For the purpose of the Proposed Budget, operating expenscs shall mclude all reasonable and
necessary expenses of operating, repairing, maintaining and msuring the System, but shall exclude
depreciation and debt service payments. The Digtrict covenants thal the operaling expenses incurred
in any year will not exceed the reasonable and necessary amounts therefor, and that the Distriet will
not expend any amount or incur any obligation {or operation or maintenance and repair in excess of
the amounts provided for operating expenses in the annual budget, cxcept upon resolution by the:
District that such expenses are necessary to operale and maintain the System.

Not later than sixty (60) days before the end of each Fiscal Year, the District shall preparce
an estimate of gross revenues 10 be derived from the operation of the System for said Fiscal Year,
and, to the extent that said gross revenues are insufficient (a) to pay debt service requirements on all
Outstanding Bonds during the ensuing Fiscal Year, {b) to sceumulate and maintamn all required
reserves enumernted hereim and (¢) 10 pay operating expenses, the District shall revise the rates and
charges sufficiently 1o provide the funds so required.

if the Owners of at least 50% of the principal amount of the Outstanding Bonds, or the
Government so long as it is the Owner of any of said Outstanding Bonds, so request, the Commis-
sion shall hold an open bearing not later than thirty (30) days before the beginning of the ensuing
Fiscal Year, st which time any Bondowner may appear by agent or attorney and may file writien
objections to such proposcd budget. Notice of the time and place of such hearing shall be marled
al least fifteen (1 5) days prior 1o the hearing to cach registered Bondowner and to the Government

The District covenants that annually before the first day of the Fiscal Y ear, the annual budget
fior the upcoming Fiscal Year will be adopted substantially in sccordance with the Proposed Budget,
and that no expenditures for operation and mamicnance expenses of the Sysiem in excess of the
budgeted amount shall be made duning such Fiscal Year unless dirccted by said Distract by a specific
resolution duly adopled.

Section 504, General Covenants. The District, through its Commission, hereby covenants
and agrees with the Owners of the Bonds that:

(1Y I will faithfully and punctually perform all dutics with reference to the
System roguired by the Constitution and laws of the Commonwealth of
Keatucky;

{2} It will make and collect reasonable and sufficient miles and charges for
services and lacilities rendered by the System:

(3) It will segregate the revenues and income from the System and make
application thereof consistent with and as provided by this Resolution;
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(4)

(5)

(&}

(7}

Unless the written consent of the Owners of 8 majority of the principal
amount of the Outstanding Bonds has boen obtamed, the District agroes not
to sell, lease, morigage of in any manner dispose of any integral part of the
System, including any and all sppurtenances thereto and extensions, additions
and improvements that may be made thereto, until all of the Outstanding
Bonds shall have been paid or provided for in full, as provided herein; subject
1o the provisions of Section 607 hereof:

It will maintain in good condition and continuously operate the System and
appurtenances thereto and will charge such rates and charges for the services
rendered thereby so that the gross income and revenues will be sufficient at
all omes (1) to pay the imterest on and prncipal of the Outstanding Bonds as
sime become due; (ii) to pay the cost of operating and maimtamning the
System; and (i) to provide for an adequaie depreciation account:

It will earty and maintain insurance on properties of the System subject
loss or damage in amounts and against hazards substantially in accordance
with the practices of other districts, cities or corpomtions which own and
maintain water and sewer systems under similar conditions; und so long as
the Government is the Owner of any of the Outsianding Bonds, the
Government will be listed as co-beneficiary on any such policy; and the
District shall further comply with the insumnee requirements of Section 506
hereof {involving insurance on molors, ianks and structures): and

11 will, pursuant to Section 96.394 of the Kentucky Revised Statutes and other
applicable legal provisions, cause rates and charges for sewer services
provided by the System to be billed simultancoushy with rates and charges for
water service furnished 1o sewer customers by the System, and will provide
that water service will be discontinued o any premises where there is a
failure to pay any part of the aggregate charges so billed, including such
penaltics and fees for disconnection and/or reconnection as be preseribed
from time fo Hme

Section 505, Other Covenunts Applicable So Long as RD Owns Any Bonds. So lng
as the RD shall own any of the Bonds, the District shall comply with such RD regulutions,
requirernents and requests as shall be made by the RD, including the fumishing of operating and
other financial statements, in such form and substance and for such periods as may be requested by
the RD, the carrying of insurance of such types and in such amounts as the RD may specify, with
instrance carriers accepiable to the RD and compliance with all of the terms and conditions of the
Losn Resolution (R Form 1780-27) adopted and exccuted by the District, which is hercby
muthorized, approved. ratified and confirmed.



Section 506. Insurance on Motors, Tanks and Structures. The Disirict shall (a) im-
mediately after the adoption of this Resolution and (b) at the time of final acceptance of the Project,

insure all clectric motors, elevated water storage tanks, pumping stations and major structures of the
System in an amount recommended by the Engincers and approved by the RDD, so long as the RD
e the Owner of any of the Boads, for the hazards usually cavered in such area, and shall similarly
insure same in an amount recommended by the Engineers, without the necessity of approval by the
RD3 if and whenever the District has Outstanding Bonds against the System and none of such
Outstanding Bonds are owned by the RD,
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ARTICLE 6. INFERIOR BONDS AND PARITY BONDS

Section 601. Inferior Bonds, Except as hereinafter provided below in this Article, the
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from the
revenues of the System unless the security and/or pledge of the revenues to secure such additional
bonds are made inferior and subordinate in all respects o the sceunity of the Bonds.

The District expressly reserves the right st any time to issue its bonds or other obligations
payable from the revenues of the Sysiem and not ranking on a parity basis with the Current Bonds,
withoul any prool of previous camings or nel revenues, provided that the consént of the RD must
be obtwined prior to the issuance of any inferior bonds so long as the RD owns any of the Bonds, and
provided further that, afler the initial completion of the Project. such inferior bonds may be issued
only for the purpose of providing for future extensions, additions and improvements to the Sysiem,
and only in express recognition of the priorities, liens and rights created and existing for the securnty,
source of payment and protection of the Outstanding Bonds; provided further, that nothing in this
Section is intended 1o restnet or shall be construed as a restriction upon, the ordinary refunding all
or a portion of the Ouistanding Bonds.

Section 602. Parity Bonds to Complete the Project. The Distnict hereby certifies,
covenants and agrees that in the cvent that the cost of completion of the construction of the Project
shall exceed the moneys available to the District from any and all sources, the District shall have the
right, if necessary, o provide for such excess, and only such excess, through the issuance of Parity
Bonds, provided the District has obtained a cenification from the Engineers 1o the effect that it is
necessary i issue the desired amount of Panty Bonds in order to enable the District to pay the cost
{not otherwise provided) of the completion of the Project, and provided the Disirict has complied
with the provisions of Section 603 below or has obiained:

{a) the consent of the RD if the Government 15 as the Owner of the Pnior Bonds
al that time or the consent of any othet Owners of the Prior Bonds, and

{b)  the consent of (1) the RD if the Government is the purchaser of the Current
Bonds: or (2) the Owners of at least 753% of the principal amount of the
Current Bonds outstanding. if the Current Bonds have boen issued, sold and
delivered and arc held by Owners other than the Government

ection 603. Par Fina tu roy ts. The District reserved the
right and privilege, and does hereby reserve the right and privilege, of issuing additional Panty
Bonds, but only under the conditions specified in the Current Bond Resolution, which conditions are
as follows:

The District further reserves the right 1o add new water and sewer facilitics and/or 1o finance
future extensions, additions and improvements to the System by the issuance of one or more
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additional series of Panity Bonds to be secured by a panty lien on and razably payable on a parity with
the Current Bonds, from the revenues of the Systom, provided:

(a)  The facilitics 1o be constructed from the proceeds of the additonal Parity
Bonds arc made a part of the System and their revenues are pledged as additional secunty
for the additional Parity Bonds and for the Ouistanding Bonds.

(b}  The District Is in complisnce with all covenants and undertakings in
conmection with all of the Outstanding Bonds.

(4] The annual net revenues (defined as pross revenues less operating expenses),
of the then existing System for the Fiscal Y car preceding the vear in which such Parity Bonds
are o be mwsued, adjusted as hereinafier provided, shall be centified by an independent
Certificd Public Accountant to be equal ot least one hundred twenty percent ( 120%) of the
average annual debs service requirements for principal and interest on all Outstanding Bonds
payable from the revenues of the System, plus the anticipated debt service requirements of
any Parily Bonds then proposed 1o be issued. The calculation of average annual debt service
requirements of principal and nterest on the additional Parity Bonds to be issued shall,
regardless of whether such additional Panity Bonds arc 1o be serial or term bonds. be
determined on the basis of the principal of and interest on such Parity Bonds being payable
tn approximately equal annual mstallments.

{d)  The annual net revenues referred 10 above may be adjusted for the purpose
of the foregoing computations o reflect:

(1} omy revisions in the System's schedule of rates or charges being
imposed on or belore the time of the issuance of any such additional Parity Bomds,
nd

{2}  any increase in the annual net revenues o be realized from the
proposed extensions, additions and improvements being financed (in whole or in
part) by such additional Parity Bonds;

provided all such adjustments shall be based upon and included in a cenification of an
Independent Consulting Engincer.

(e}  Comphance with Section 603{a) through (d) shall nol be necessary for the
wssuance of Parity Bonds if the Distnct has obtained ( 1) the written consent of the RD for the
ssuance of such Parity Bonds, if the Government is the Owner of any Bonds at the time of
issuance of such Party Bonds; and (2) the written consent of the Owners of all of the then
outstanding Prior Bonds, and no ather prerequisite need be complicd with by the District in
order to issue Parity Bonds.
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Section 604. Covenants to

Diistrict herchy covenants and agrees that in the event any Parity Bonds are issued, the District shall:

(a)  Adjust the monthly amount to be deposited into the Sinking Fund on the same
basis s that prescribed in the provisions establishing such Sinking Fund, to reflect the
average annual debt service requirements of the Parity Bonds;

{b)  Adjust the minimum annual amount to be deposited monthly mio the
Depreciation Fund on the same basis as that prescribed in the provisions establishing such
Deprecintion Fund, taking into account the future debt service requirements of all Bonds
which will then be oustanding against the System: and

le)  Make such Parity Bonds payable as 1o principal on January | of each year in
which principal fulls due and payable us to interest on Junuary | and July | of cach year until
the final maturity of such Parity Bonds.

i Appli ] Bonds. IF, in connection with
any EUhSEEIHEt'Ill'_\f issued series Df Parity Bonds, it is prumdm:l that excess revenues in the Revenue
Fund shall be used to prepay Outstanding Bonds in advance of scheduled maturity, or if the District
at its option undertakes to prepay Outstanding Bonds in advance of scheduled maturity, it is agreed
and understood, for so long as the Government owns any of the Outstanding Bonds, that no such
prepayment will be effected without the approval of the RD,

13 D F il o Notwithstanding any other
Provisions ul' ll'us Rﬂmlutlun l.hn Dilmct agrm :ha.t S0 Il;'lnu as the Government owns any Cui-
stnding Bonds against and‘or payable from the revenues of the System, the District will not issue
any future bonds, notes or other obligations against, secured by or payable from the revenues of the
System without the written consent of the RD.

Section 607. Priority of Lien; Permissible Disposition of Surplus or Obsolete Facilities.
The District covenants and agrees that so long @s any of the Prior Bonds and/or Bonds are

outstanding. the Distnct will not sell or otherwise dispose of any of the facilities of the System, or
any part thereof, and, except as provided above, the District will not ereate or permit to be created
any charge or lien on the revenues thereof ranking equal or prior 1o the charge or lien of the
Outstanding Honds. Notwithstanding the foregoing, the District may at any time permanently
abandon the use of, or sell at fair market value, any part of the facilitics of the System, provided that:

() The Instrict is in compliance with all covenants and undertakings in
connection with all of the Outstanding Bonds, and the required reserves for
such Outstanding Bonds will have been acoumulated:

(b)  The District will, in the event of any such sale, apply the proceeds 1o efther
(1) redemption of Outstanding Bonds in accordance with the provisions
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()

(d)

governing prepayment of bonds in advance of maturity; or () replacement
of the facility so disposed of by another facility, the revenues of which shall
bhe incompomited into the System. as hercinbefone provided:

The District centifies, in good faith, prior to any abandonment of use, that the
facilities o be abandoned are no longer economically feasible of producing
net revenues; and

The District certifies, in good faith, that the estimated net revenues of the
remaining facilities of the System for the then next succeeding Fiscal Year,
plus the estimated net revenucs of the facilities, if any, to be added o the
Systemn, comply with the eamings requirements hereinbefore provided in the
provisions and conditions governing the ssuance of Parity Bonds,

Notwithstanding any other provisions hercofl so long as any Bonds are held by the
Crovernment, the District shall not dispose of its title to the System or 1o any part thercof, without
first obtaining the written consent of the RD,
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ARTICLE 7. DEFAULT AND CONSEQUENCES

Section 701, Events of Default. The following items shall constitute an Event of Default
on the part of the District:

(a)  The failure 1 pay principal of the Bonds as and when same shall become due
and payable, either at maturity or by proceedings for redemption,

{b}  The failure to pay any installment of interest on the Bonds when the same
shall become due and payable or, if any or all of the Outstanding Bonds are
owned by the RD, within thirty (30) days thereafter.

fe)  The default by the District in the duc or punctual performance of any of the
covenants, conditions, agroements and provisions contaimed in the Bonds, the
Prior Bond Resolution or in this Resolution.

{d}  The failure to promptly repair, replace or reconstruct facilitics of the System
that have been damaged and/or destroyed.

ie) The entering of any order or decree with the consent or the scquiescence of
the District, appointing a receiver of all or any part of the System or any
revenues thereof: or if such order or decree shall be entered without the
scquicscence or consent of the District, its failure to have the order vacated,

discharged or stayed on appeal within sixth (60) days after entry.

Section 702, Consequences of Event of Default. Any Owner of the Current Bonds may

enforce and compel the performance of ull duties and obligations of the District set forth hercin.
Lipon the occurrence of un Event of Default, then upon the filing of a suit by any Owner of suaid the
Current Bonds, any court having jurisdiction of the action may appoint a receiver to administer said
System on behalf of the District with power 1o charge and collect rates sufficicnt 10 provide for the
payment of operating and maintenanoe expenses and for the payment of principal of and interest on
the Outstanding Bonds and 0 provide and apply the income and revenues in conformity with this
Resolution and with the laws of the Commonwealth of Kentocky.

The District hereby agrees to transfer o any bona fide receiver or other subsequent operator
of the System, pursuant to any valid court order in a proceeding brought o enforce collection or
payment of the District's obligations, all contracts and other rights of the District pertaining (o the
System. conditionally, for such time only as such receiver or operator shall operate by authonity of
the court. Upon the occurrence of an Event of Default, the Owner of any of the Dutsianding Bonds
may require the governing body of the District by appropriate order to raise the rates a reasonable
amaount consistent with the requirements of this Resolation.



ARTICLE 8. CONTRACTUAL PROVISIONS; GRANT APPROVAL;
MISCELLANEOLS PROVISIONS.

Section 801, Resolution Contractual with Bondowners, The provisions of this Resolution

constilute a contract between the District and its Commission and the Owners of the Current Bonds
as may be outstanding from time to time; and after the issuance of any of said Current Bonds. no
change, alteration or variation of any kind of the provisions of this Resolution shall be made in any
manner which will affect an Owner's rights except as herein provided or except with the written
consent of all Bondowners until such time as all of the Current Bonds and the interest thercon have
been paid in full or fully provided for; provided that the Commission may adopt any resolution for
any purpose not inconsistent with the terms of this Resolution and which shall not impair the security
of the Owners of the Current Bonds and/or for the purpose of euring any ambiguity, or of cunng,
correcting or supplementing any defective or inconsistent provisions contained herein or in any
resolution or other proceedings pertaining hereto.

It is further agreed that the Owners of 753% in principal amount of the Current Bonds at any
time outstanding shall have the right to consent to and approve the adoption of resolutions or other
proceedings, modifving or amending any of the terms or provisions contained in this Resolution,
subject to the conditions that (a) this Resolution shall not be so modified in any manner thal may
adversely affect the rights of the Owners of any of the Prior Bonds, norin any manner that may
adversely affect the rights of any certain Owners of the Outstunding Bonds without similarly
affecting the rights of all Owners of such Outstanding Bonds, or to reduce the percentage of the
number of Owners whose consent is required to effect a further modification and (b) no such change
may be cffected without the consent of the RD so long as the RD owns any of the Outstanding
Bonds.

Section 802. All Current Bonds are Equal. The Current Bonds authorized herein shall
naot be entitled to priority one over the other in the application of the income and revenues of the
System, or with respect to the security for their payment, regardiess of the time or times of their
issuance, it being the intention that there shall be no priority among any of the Current Bonds
regardless of the fact that they may be actually issued and delivered at different times.

Section 803. District Obligated to Refund Current Bonds Owned by Government
Whenever Feasible; Defeasement Prohibited. So long as the Govemment is the Owner ol any of
the Current Bonds, if it appears to the Government that the District is able to refund such Current
Bonds in whole or in part, by obtaining a loan for such purposes from responsible cooperative or
private credit sources, or to s2ll bonds of the District in the open market. al reasonable rates and
terms, for loans or hond issues for similar purposes and periods of time, the District will, upon
request of the Government, obtain such loan and/or 1ssue such bonds m sufficient amount to repay
the Government and will ke all such action as may be required in connection therewith.

Inaddition. so long as the Government is the Owner of any of the Current Bonds, the District
shall not issue any bonds or other obligations for the purpose of defeasing or otherwise terminating
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the lien of the Current Bonds without immediately prepaying all of the then outstanding Current
Bonds.

Section 804, Approval and Acceptance of RD Grant Agreement. The RD has agreed (o
make a grant to the District in the amount of $429,500 (the "RD Grant"} to supplement the proceeds

of the Current Bonds in order to provide the total cost of the Project, and the RD has requested the
District to approve, accept and execute RD Form 1780-12 (the "RD Grant Agreement”), setting out
the terms and conditions upon which said RD Grant will be made, Said RD Gramt Agreement is
herchy approved, and the Chairman and the Secretary are suthorized to exceute said RD Grant
Agreement on behalf of the District. The Chairman and Secretary are also authorized on behalf of
the District to aceept any and all other RD Grants offered to the District in connection with the
Project and to execute any and all RD Grant Agreements and any other documents as may be
requested by the RD in connection with RD Grants which have been and/or which may hereafier be
approved for such Project.

Section 805. Approval and Acceptance of CDBG Grant Agreement, The Department
of Housing and Urban Development {the "HUD™) has agreed to make a grant to the District in the

amount of §1,600,000 (the "CDBG Grant"), 1o supplement the proceeds of the Current Bonds in
order to provide the total cost of the Project, and HUD has requested the District to approve, accept
and execute a certain CDBG Grant Agreement (the "CDBG Grant Agreement”) setting out the terms
and conditions upon which said CDBG Grant will be made. Said CDBG Grant Agreement is hereby
approved, and the Chairman and the Secretary are authorized o execute said CDBG Grant
Agreement on behalf of the District. The Chairman and Secretary are also authorized on behalf of
the District to accept any and all other CDBG Grants offered to the District in connection with the
Project and to execute any and all CDBG Grant Agreements and any other documents as may be
requested by HUD in cormection with CDBG Grants which have been andfor which may hereafier
be approved for such Project.

Section 806. Asthorization, Ratification and Confirmation of Approval and Execution
of Various Documents. The Commission hereby authorizes, approves, ratifies and confirms the
previous action of the officers of the District in approving and execuling vanous documents related
to the financing of the Project, including the following:

(a) Legal Services Agreement with Bond Counsel.
(=)} Legal Services Agreement with Local Counsel,

e} Letter of Intent to Meet Conditions of RD Letter of Conditions (RD
Form 1942-46).

{d) Loan Resolution (RD Form 1 780-27)%

{¢}  Agreement for Engincering Services with the Engineers.
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event that [a]l Ill}' nm:mnu.r_*.l dmdu of mmmm o allow i.:-unurucdm of the FI'I'I-JEEI nvurthu property
of any propenty owner or (b) any necessary deed 1o the necessary site of any wiater and sewer facility
of the Project shall not be obtained through negotiation within ten {10} days afier the date of
adoption of this Resolution and in the event that (1) such water and sewer lines cannot be located
within the nght-of-way of the State and/or County road involved; and/or (2) such water and sewer
facilities cannot be located on a site already owned by the District. Local Counsel s hercby
authorized and directed to file condemnation actions to obtain such necessary rights-of-way and/or
sites forthwith, withowt further suthorization or dircction from the District or the Commission. Local
Counsel is further directed 1w follow the same condemnation procedure in the event that it becomes
necessary, through change orders. line extensions and/or errors in the location of property lines
and/or property owners, to obtain additional easements, rights-of-way and/or sites for completion
of the Project and whenever the necessary deed is not obtained by negotiation at least ten ( 10) days
prior 1o the date on which construction is contemplated in the respective casement, right-of-way
and/'or site.

The District further approves the payment from the funds avaitable therefor allocated to the
costs of the Project to pay any judgment award, or compromise, determined by Local Counscl with
the acquiescence of the Commission, toward the costs of such easements, rights-of-way and/or sites;
provided, in cach instance, that the payment of such funds 1o satisfy any judgment, award or
compromise must first be approved by the RD; and the Commission further determines that if and
to whatever extent the funds available from the proceeds of the financing contemplated by this
Resolution shall be inadequate 1o pay any judgment, award or compromise amount for such
easements, nghts-of-way and/or sites, or if the District 15 unable 1o obtain the approval of the RD for
any such payment, the Commission shall take all reasonably necessary actions, within the powers
and authornity of the Commassson, 1o make such additional amount available from all other available
District resournces.

' ! 1 nents. In the even that it
is dr.-tmmnmd 'n:,r Brmd Ccn.mwl or Lu::ul En:mul Lhat Ihc [lnlncl is required to file any financing
statements under the Kentucky Uniform Commereial Code in order to perfect the pledge of the gross
revenues of the District's System as sccurity for the Current Bonds, Bond Counsel andfor Local
Counsel are hereby authorized 10 prepare and file with the appropriate officials such financing
stalements as they deem necessary.




ARTICLE 9. SALE OF CURRENT BONDS

Section 901 Sale of Current Bonds. The Current Bonds shall be offered publicly for sale
upon the basis of sealed, competitive bids at such time as the Commission shall designatc.

A sugpesied form of "Notice of Bond Sale”, o suggested form of "Official Notice of Sale of
Bonds™ and a suggested form of "Bid Form™, having been prepared in advance by Bond Counsel, and
all of such documents having been found to be n satisfactory form, a copy of cach is hereby ordered
to be filed in the records of the Secretury with the Minutes of the meeting at which this Resolution
is adopted.  The Notice of Bond Sale shall be signed by the Secretary and may be used for the
purpose of publishing notice of the sale of the Current Bonds. Copies of such documents shall be
furnished 1o any mterestod parties who may request same,

In the event that there is no bid or that all bids are rejected, the District may readvertise the
sale pursuant to this Resolution.

Section 902. Adjustment in Maturities, Prepavment Provisions and Other Dates, with
Consent of Purchaser if Delivery Is Delayed, In the event that delivery of the Current Bonds
authorized herein is delayed for any reason and the District, with the consent of the Purchaser of the
Current Bonds, determines it is i the District’s best interest 1o change the maturities, the applicable
prepayment date or any other dates, the District may adjust the same by a Resolution of the
Caommission approving the adjustments.
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ARTICLE 10. CONCLUDING PROVISIONS

1001, Covenant of District to Take All Ne¢ on To Assure C liance
with the Code. In order Lo assure the Owners of the Current Bonds that such Current Bonds shall
continue 10 be legal and that interest thercon will continue to be excludable from gross income for
federal income tax purposcs and exempt from all Kentucky income taxation, the Disirict covenants
ta and with the Owners of the Current Bonds to take the following action;

{(a)  The District will { 1) take all actions necessary to comply with the provisions
of the Code necessary 1o assure that interest on the Current Bonds will be excludable from
gross income for federal income tax purposes; (2) will take no actions which will violate any
of the provisions of the Code; and (3) not use the proceeds of the Current Honds for any
purpose which will cause interest on the Current Bonds or on interim financing obligations,
including, but not limited to the Note, issucd pursuant to Section 302 hereof to become
includable in gross income for federal income tax purposes.

(b} The Distriet hereby certifies that it does not reasonably anticipate that the total
principal amoust of "qualificd tax-cxempt obligations” within the meaning of
Section 263(h)3) of the Code which the District. or any subordinate entity of the Distnict,
will issue during the calendar year during which the Current Bonds are issued, will exceed
10,000,000 and therefore the District herehy destgnates the Current Bonds and all interim
financing obligations, including. but not limited to the Note, issued pursuant 10 Section 302
hereof as “qualified tax-exempt obligations”.

(c)  The District further certifics that the Current Bonds and any and all interim
financing obligations of the District are not "private sctivity bonds" within the meaning of
the Code.

(d)  The Districi covenants and agrees to comply with the rebate requirements on
certain exeoss camings imposed by Scetion 148 of the Code, and in the event it is determined
by the District, upon the advice of Bond Counsel, that the Construction Account, or uny other
Fund established hereunder, is subject to said rebate requirements and docs in fact generaic
camings from "non-purpose investments” m excess of the amount which said mvestments
would have eamned at a rate equal to the "vield™ on the Current Bonds, plus any income
attributable to such excess, there shall be established o separate and special fund with the
Depository Bank, which fund shall be designated the “Excess Eamings and Rebate Fund”,
which shall be utilized for the collection and payment of any excess penerated from mvest-
ments and the remittance thereof to the United States of America on or before the
unniversary of the fifth (5th) year from the date of the Current Bonds, and onee every five (3)
years thereafier until the final retirement of the Current Bonds: the last installment, to the
extent required, 10 be made no later than sixty (60) days following the date on which funds
sufficient for the complete retirement of the Current Bonds are deposited with any escrow
ngent. The District further covenants to file any and ll reports, if any, as may be required
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1o be filed with the Govemment with regard to the lisbility or non-liability of the District as
to any such rebate requirements and to maintain records in regard thereto for the period of
time required by applicable Treasury regulations.

ion 1002, Severability Cla 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 of this Resolution, which shall continue in full force and
effect.

Section 1003. All Provisions in Conflict Repealed. All motions, resolutions and orders.
or parts thereof, in conflict with the provisions of this Resolution, are to the extent of such conflict
hereby repealed. Itis herchy specifically ordered and provided that any proceedings heretofore taken
for the issuance of other bonds of the District payable or secured in any manner by all or any part of
the income and revenues of said System or any part thercof, and which have not been heretofore
issued and delivered, are hereby revoked and rescinded, and none of such other bonds shall be issued
and delivered, The District covenants 1o correct by appropriate proceedings any required procedure
previcusly taken invalidly,

Section 1004, Effective Immediately Upon Adoption. This Resolution shall take effect

and be effective immediately upon its adoption,

Adopied this May 10, 2010.

Garrison-Ouincy-KY-0-Heights Water District

Chairman

{Seal of District)

Attest

Y

|

b 1
i | L1 T

- Ol N AN
Sceretary
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CERTIFICATION

I. the undersigned. hereby centify that 1 am the duly qualified and acting Secretary of the
Gamson-Quincy-KY-0-Heights Water District, and that the foregoing Resolution is a true copy of
a Resolution duly adopted by the Board of Commissioners of said District, signed by the Chairman
of said District and attested under Scal by me as Secretary, at a properly convencd meeting of said
Board of Commissioners held on May 10, 2010, as shown by the official records of said District in
my custody and under my control,

| further centify that said meeting was duly held in accordance with all applicable
requirements of Kentucky law, including KRS 61,810, 61 815, 61 820 and 61 825, that a quorum
was present at said mecting, that said Resolution has not been modified, amended. revoked or
repealed, and that same is now in full force and offect,

IN TESTIMONY WHEREOF, witness my signature as Secretary and the official Seal of the
District this May 10, 2010,

(Secal of District)



EXHIBIT A

Schedule of Principal Payments
Payment Due Principal Payment Due Principal
danuary | Payment _Jupunary | LPayment,
2012 S$12.500 2031 20,500
2013 13,000 2032 21,060
2014 13,000 2033 21,500
2015 13,500 2034 22.(WM)
2016 14.00d) 2035 22 300
2017 | 4,000 2036 23,500
2018 14,500 2037 24,000
2019 15,000 2038 24,500
2020 15,500 2039 25,000
2021 16,000 2040 26,000
2022 16,000 2041 26,500
2023 16,500 2042 27,000
2024 170000 2043 28,(0K)
2025 17,500 2044 28,500
2026 | & 000 2045 20,500
2027 18,500 246 30,000
2028 19,000 2047 31,000
2029 19,500 2045 32,000
2030 20,000 2049 32,000



Attachment No. 9



Name: | ~ Garrisen-Quincy-KY-O-Heights Water |LO4AN NUMBER 91-03
Bond Series Amount of Bond | Interest Rate
1987 A $250,000.00 : 6.375%
January July
PRINCIPAL | INTEREST Principal/ INTEREST BALANCE
Interest Tnterest
YEAR Payment Due | p, o ont Due | vearly Total Paid | $250,000.00
1990 $1,000.00 $7,968.75 $8,968.75 $7,936.88 $16,905.63 $249,000.00
1991 $1,000.00 $7,936.88 $8,936.88 $7,905.00 $16,841.88 $248,000.00
1992 $2,000.00 $7,905.00 $9,905.00 $7,841.25 $17,746.25 $246,000.00
1993 $2,000.00 $7,841.25 $9,841.25 $7,777.50 $17,618.75 $244,000.00
1994 $2,000.00 $7,777.50 $9,777.50 $7,713.75 $17,491.25 $242,000.00
1995 $2,000.00 $7,713.75 $9,713.75 $7,650.00 $17,363.75 $240,000.00
1996 $2,000.00 $7,650.00 $9,650.00 $7,586.25 $17,236.25 $238,000.00
1997 $2,000.00 $7,586.25 $9,586.25 $7,522.50 $17,108.75 $236,000.00
1998 $2,000.00 $7,522.50 $9,522.50 $7,458.75 $16,981.25 $234,000.00
1999 $3,000.00 $7,458.75 $10,458.75 $7,363.13 $17,821.88 $231,000.00
2000 $3,000.00 $7,363.13 $10,363.13 $7,267.50 $17,630.63 $228,000.00
2001 $3,000.00 $7,267.50 $10,267.50 $7,171.88 $17,439.38 $225,000.00
2002 $3,000.00 $7,171.88 $10,171.88 $7,076.25 $17,248.13 $222,000.00
2003 $3,000.00 $7,076.25 $10,076.25 $6,980.63 $17,056.88 $219,000.00
2004 $4,000.00 $6,980.63 $10,980.63 $6,853.13 $17,833.75 $215,000.00
2005 $4,000.00 $6,853.13 $10,853.13 $6,725.63 $17,578.75 $211,800.00
2006 $4,000.00 $6,725.63 $10,725.63 $6,598.13 $17,323.75 $207,000.00
2007 $4,000.00 $6,598.13 $10,598.13 $6,470.63 $17,068.75 $203,000.00
2008 $5,000.00 $6,470.63 $11,470.63 $6,311.25 $17,781.88 $198,000.00
2009 $5,000.00 $6,311.25 $11,311.25 $6,151.88 $17,463.13 $193,000.00
2010 $5,000.00 $6,151.88 $11,151.88 $5,992.50 $17,144.38 $188,000.00
2011 $6,000.00 $5,992.50 $11,992.50 $5,801.25 $17,783.75 $182,000.00
2012 $6,000.00 $5,801.25 $11,801.25 $5,610.00 $17,411.25 $176,000.00
2013 $7,000.00 $5,610.00 $12,610.00 $5,386.88 $17,996.88 $169,000.00
2014 $7,000.00 $5,386.88 $12,386.88 $5,163.75 $17,550.63 $162,000.00
2015 $8,000.00 $5,163.75 $13,163.75 $4,908.75 $18,072.50 $154,000.00
2016 $8,000.00 $4,908.75 $12,908.75 $4,653.75 $17,562.50 $146,000.00
2017 $5,000.00 $4,653.75 $13,653.75 $4,366.88 $18,020.63 $137,000.00
2018 $10,600.00 $4,366.88 $14,366.88 $4,048.13 $18,415.00 $127,000.00
2019 $10,000.00 $4,048.13 $14,048.13 $3,729.38 $17,777.50 $117,000.00
2020 $11,000.00 $3,729.38 $14,729.38 $3,378.75 $18,108.13 $106,000.00
2021 $12,000.00 $3,378.75 $15,378.75 $2,996.25 $18,375.00 $94,000.00
2022 $13,000.00 $2,996.25 $15,996.25 $2,581.88 $18,578.13 $81,000.00!
2023 $14,000.00 $2,581.88 $16,581.88 $2,135.63 $18,717.50 $67,000.00
2024 $15,000.00 $2,135.63 $17,135.63 $1,657.50 $18,793.13 $52,000.00!
2025 $16,000.00 $1,657.50 $17,657.50 $1,147.50 $18,805.00 $36,000.00
2026 $17,000.00 $1,147.50 $18,147.50 $605.63 $18,753.13 $19,000.00
2027 $19,000.00 $605.63 $19,605.63 $0.00{ $19,605.63 $0.00
2028 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
2029 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
2030 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Total Semi-Annual Total Semi-Annual| Total Bond Prin./Int.
Total Prin. Paid Int. Paid Int. Paid Paid
$250,000.00 $216,495.00 $208,526.25 $675,021.25




Name Garrison-Quincy-KY-O-Heights Water LOANNUMBER |  91-04
Bond Series Amount of Bond Interest Ra}e Semi Annual
1987 ¢ $50,000.00 5.875% 2/23/1988
Januory July
PRINCIPAL | INTEREST Principal/ INTEREST BALANCE
Interest Interest
YEAR Payment Due | Payment Due | Yearly Total Paid $50,000.00
1590 $400.00 $1,468.75 $1,868.75 $1,457.00 $3,325.75 $49,600.00
1991 $400.00 $1,457.00 $1,857.00 $1,445.25 $3,302.25 $49,200.00
1992 $400.00 $1,445.25 $1,845.25 $1,433.50 $3,278.75 $48,800.00
1993 $400.00 $1,433.50 $1,833.50 $1,421.75 $3,255.25 $48,400.00
1994 $500.00 $1,421.75 $1,921.75 $1,407.06 $3,328.81 $47,900.00
1995 $500.00 $1,407.06 $1,907.06 $1,392.38 $3,299.44 $47,400.00
1996 $500.00 $1,392.38 $1,892.38 $1,377.69 $3,270.06 $46,900.00
1997 $600.00 $1,377.69 $1,977.69 $1,360.06 $3,337.75 $46,300.00
1998 $600.00 $1,360.06 $1,960.06 $1,342.44 $3,302.50 $45,700.00
1999 $600.00 $1,342.44 $1,942.44 $1,324.81 $3,267.25 $45,100.00
2000 $700.00 $1,324.81 $2,024.81 $1,304.25 $3,329.06 $44,400.00
2001 $700.00 $1,304.25 $2,004.25 $1,283.69 $3,287.94 $43,700.00
2002 $700.00 $1,283.69 $1,983.69 $1,263.13 $3,246.81 $43,000.00
2003 $800.00 $1,263.13 $2,063.13 $1,239.63 $3,302.75 $42,200.00
2004 $800.00 $1,239.63 $2,039.63 $1,216.13 $3,255.75 541,400.00
2005 $900.00 $1,216.13 $2,116.13 $1,189.69 $3,305.81 $40,500.00
2006 $900.00 $1,189.69 $2,089.69 $1,163.25 $3,252.94 $39,600.00
2007 $1,000.00 $1,163.25 $2,163.25 $1,133.88 $3,297.13 $38,600.00
2008 $1,100.00 $1,133.88 $2,233.88 $1,101.56 $3,335.44 $37,500.00
2009 $1,100.00 $1,101.56 $2,201.56 $1,069.25 $3,270.81 $36,400.00
2010 $1,200.00 $1,069.25 $2,269.25 $1,034.00 $3,303.25 $35,200.00
2011 $1,300.00 $1,034.00 $2,334.00 $995.81 $3,329.81 $33,500.00
2012 $1,300.00 $995.81 $2,295.81 $957.63 $3,253.44| $32,600.00
2013 $1,400.00 $957.63 $2,357.63 $916.50 $3,274.13 £31,200.00
2014 $1,500.00 $916.50 $2,416.50 5872.44 $3,288.94 $29,700.00
2015 $1,600.00 $872.44 $2,472.44 $825.44 $3,297.88 $28,100.00
2016 $1,700.00 $825.44 $2,525.44 $775.50 $3,300.94 $26,400.00
2017 $1,800.00 $775.50 $2,575.50 $722.63 $3,298.13 $24,600.00
2018 $1,900.00 $722.63 $2,622.63 $666.81 $3,282.44 $22,700.00
2019 $2,000.00 $666.81 $2,666.81 $608.06 $3,274.88 $20,700.00
2020 $2,100.00 $608.06 $2,708.06 $546.38 $3,254.44 $18,600.00
2021 $2,200.00 $546.38 $2,746.38 $481.75 $3,228.13 $16,400.00
2022 $2,300.00 $481.75 $2,781.75 $414.19 $3,195.94 $14,100.00
2023 $2,500.00 $414.19 $2,914.19 $340.75 $3,254.94 $11,600.00
2024 $2,600.00 $340.75 $2,940.75 $264.38 $3,205.13 $9,000.00
2025 $2,800.00 $264.38 $3,064.38 $182.13 $3,246.50 $6,200.00
2026 $3,000.00 $182.13 $3,182.13 $94.00 53,276.13 $3,200.00
2027 $3,200.00 $94.00 $3,294.00 $0.00 $3,294.00 $0.00
Total Semi-Annual Total Semi-Annual| Total Bond Prin./Int.
Total Prin. Paid Int. Paid Int. Paid Paid
$50,000.00 $38,093.50 $36,624.75 $124,718.25




Name: | Garrison-Quinecy-KY-O-Heights Water LOAN NUMBER 91-05
Bond Series Amount of Bond B Interest Rate
1996 $295,000.00 4.500%
July January
PRINCIPAL | INTEREST Principal/ INTEREST BALANCE
Interest Interest
YEAR Payment Due | Payment Due | Yearly Total Paid $295,000.00
1999 $3,000.00 $6,637.50 $9,637.50 $6,570.00 $16,207.50 $292,000.00
2000 $3,000.00 $6,570.00 $9,570.00 $6,502.50 $16,072.50 $289,000.00
2001 $3,500.00 $6,502.50 $10,002.50 $6,423.75 $16,426.25 $285,500.00
2002 $3,500.00 $6,423.75 $9,923.75 $6,345.00 $16,268.75 $282,000.00
2003 $3,500.00 $6,345.00 $9,845.00 $6,266.25 $16,111.25 $278,500.00
2004 $4,000.00 $6,266.25 $10,266.25 $6,176.25 $16,442.50 $274,500.00
2005 $4,000.00 $6,176.25 $10,176.25 $6,086.25 $16,262.50f  $270,500.00
2006 $4,000.00 $6,086.25 $10,086.25 $5,996.25 $16,082.50 $266,500.00
2007 $4,500.00 $5,996.25 $10,496.25 $5,895.00 $16,391.25 $262,000.00
2008 $4,500.00 $5,895.00 $10,395.00 $5,793.75 $16,188.75 $257,500.00
2009 $5,000.00 $5,793.75 $10,793.75 $5,681.25 $16,475.00 $252,500.00
2010 $5,000.00 $5,681.25 $10,681.25 $5,568.75 $16,250.00 $247,500.00
2011 $5,000.00 $5,568.75 $10,568.75 $5,456.25 $16,025.00 $242,500.00
2012 $5,500.00 $5,456.25 $10,956.25 $5,332.50 $16,288.75 $237,000.00
2013 $5,500.00 $5,332.50 $10,832.50 55,208.75 $16,041.25 $231,500.00
2014 $6,000.00 $5,208.75 $11,208.75 $5,073.75 $16,282.50 $225,500.00
2015 $6,000.00 $5,073.75 $11,073.75 $4,938.75 $16,012.50 $219,500.00
2016 $6,500.00 $4,938.75 $11,438.75 $4,792.50 $16,231.25 $213,000.00
2017 $6,500.00 $4,792.50 $11,292.50 $4,646.25 $15,938.75 $206,500.00
2018 $7,000.00 $4,646.25 $11,646.25 $4,488.75 $16,135.00 $198,500.00
2019 $7,500.00 $4,488.75 $11,988.75 $4,320.00 $16,308.75 $192,000.00
2020 $7,500.00 $4,320.00 $11,820.00 $4,151.25 $15,971.25 $184,500.00
2021 $8,000.00 $4,151.25 $12,151.25 $3,971.25 $16,122.50 $176,500.00
2022 $8,500.00 $3,971.25 $12,471.25 $3,780.00 $16,251.25 $168,000.00
2023 $8,500.00 $3,780.00 $12,280.00 $3,588.75 $15,868.75 $159,500.00
2024 $9,500.00 $3,588.75 $13,088.75 $3,375.00 $16,463.75 $150,000.00
2025 $9,500.00 $3,375.00 $12,875.00 $3,161.25 $16,036.25 $140,500.00
2026 $10,000.00 $3,161.25 $13,161.25 $2,936.25 $16,097.50 $130,500.00
2027 $10,500.00 $2,936.25 $13,436.25 $2,700.00 $16,136.25 $120,000.00
2028 $11,000.00 $2,700.00 $13,700.00 $2,452.50 $16,152.50 $109,000.00
2029 $11,500.00 $2,452.50 $13,952.50 $2,193.75 $16,146.25 $97,500.00
2030 $12,000.00 $2,193.75 $14,193.75 $1,923.75 $16,117.50 $85,500.00
2031 $12,500.00 $1,923.75 $14,423.75 $1,642.50 $16,066.25 *$73,000.00
2032 $13,000.00 $1,642.50 $14,642.50 $1,350.00 $15,992.50 $60,000.00
2033 $14,000.00 $1,350.00 $15,350.00 $1,035.00 $16,385.00 $46,000.00
2034 $15,000.00 $1,035.00 $16,035.00 $697.50 $16,732.50 $31,000.00
2035 $15,500.00 $697.50 $16,197.50 $348.75 $16,546.25 $15,500.00
2036 $15,500.00 $348.75 $15,848.75 $0.00 $15,848.75 $0.00
2037 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Total Semi-Annual Total Semi-Annual| Total Bond Prin./Int.
Total Prin. Paid Int. Paid Int. Paid Paid
$295,000.00 $163,507.50 $156,870.00 $615,377.50




Name

~ Garrison-Quincy-KY-O-Heights Water LOAN NUMBER 91-08
Bond Series Amount of Bond Interest Rate Semi Annual
2002 $356,000.00 | 4.500% 9/25/2002
January July
PRINCIPAL | INTEREST Principal/ INTEREST BALANCE
Interest Interest
YEAR Payment Due | Payment Due | Yearly Total Paid $356,000.00
2005 $4,000.00 $8,010.00 $12,010.00 $7,920.00 $19,930.00 $352,000.0D
2006 $4,000.00 $7,920.00 $11,920.00 $7,830.00 $19,750.00 $348,000.00
2007 $4,000.00 $7,830.00 $11,830.00 $7,740.00 $19,570.00 $344,000.00
2008 $4,000.00 $7,740.00 $11,740.00 $7,650.00 $19,390.00 $340,000.00
2009 $4,000.00 $7,650.00 $11,650.00 $7,560.00 $19,210.00 $336,000.00
2010 $5,000.00 $7,560.00 $12,560.00 $7,447.50 $20,007.50 $331,000.00
2011 $5,000.00 $7,447.50 $12,447.50 $7,335.00 $19,782.50 $326,000.00
2012 $5,000.00 $7,335.00 $12,335.00 $7,222.50 $19,557.50 $321,000.00
2013 $5,000.00 $7,222.50 $12,222.50 $7,110.00 $19,332.50 $316,000.00
2014 $6,000.00! $7,110.00 $13,110.00 $6,975.00 $20,085.00 5310,000.00
2015 $6,000.00 $6,975.00 $12,975.00 $6,840.00 $19,815.00 $304,000.00
2016 $6,000.00 $6,840.00 $12,840.00 $6,705.00 $19,545.00 $298,000.00
2017 $6,000.00 $6,705.00 $12,705.00 $6,570.00 $19,275.00 $292,000.00
2018 $7,000.00 $6,570.00 $13,570.00 $6,412.50 $19,982.50 $285,000.00
2019 $7,000.00 $6,412.50 $13,412.50 $6,255.00 $19,667.50 $278,000.00
2020 $7,000.00 $6,255.00 $13,255.00 $6,097.50 $19,352.50 $271,000.00
2021 $8,000.00 $6,097.50 $14,097.50 $5,917.50 $20,015.00 $263,000.00
2022 $8,000.00 $5,917.50 $13,917.50 $5,737.50 $19,655.00 $255,000.00
2023 $8,000.00 $5,737.50 $13,737.50 $5,557.50 $19,295.00 $247,000.00
2024 $9,000.00 $5,557.50 $14,557.50 $5,355.00 $19,912.50 $238,000.00
2025 $9,000.00 $5,355.00 $14,355.00 $5,152.50 $19,507.50 $229,000.00
2026 $9,000.00 $5,152.50 $14,152,50 $4,950.00 $19,102.50 $220,000.00
2027 $10,000.00 $4,950.00 $14,950.00 $4,725.00 $19,675.00 $210,000.00
2028 $10,£00.00 $4,725.00 $14,725.00 $4,500.00 $19,225.00 $200,000.00
2029 $11,000.00 $4,500.00 $15,500.00 $4,252.50 $19,752.50 $189,000.00
2030 $11,000.00 $4,252.50 $15,252.50 $4,005.00 $19,257.50 $178,000.00
2031 $12,000.00 $4,005.00| $16,005.00 $3,735.00 $19,740.00 $166,000.00
2032 $12,000.00 $3,735.00 $15,735.00 $3,465.00 $19,200.00 $154,000.00
2033 $13,000.00 $3,465.00 $16,465.00 $3,172.50 $19,637.50 $141,000.00
2034 $13,000.00 $3,172.50 $16,172.50 $2,880.00 $19,052.50 $128,000.00
2035 $14,000.00 $2,880.00 $16,880.00 $2,565.00 $19,445.00 $114,000.00
2036 $15,000.00 $2,565.00 $17,565.00 $2,227.50 $19,792.50 $99,000.00
2037 $15,000.00 $2,227.50 $17,227.50 $1,890.00 $19,117.50 $84,000.00
2038 $16,000.00 $1,890.00 $17,890.00 $1,530.00 $19,420.00 $68,000.00
2039 $17,000.00 $1,530.00 $18,530.00 $1,147.50 $19,677.50 $51,000.00
2040 $17,000.00 $1,147.50 $18,147.50 $765.00 $18,912.50 $34,000.00
2041 $18,000.00 $765.00 $18,765.00 $360.00 $19,125.00 $16,000.00
2042 $16,000.00 $360.00 $16,360.00 $0.00 $16,360.00 $0.00
2043 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Total Semi-Annual Total Semi-Annual| Total Bond Prin./Int.
Total Prin. Paid Int. Paid Int. Paid Paid
$356,000.00 $195,570.00 $187,560.00 $739,130.00




Kentucky Infrastructure Authority - Loan Amortization Schedule
Garrison-Quincy-Ky-O-Heights Water District - Loan Number F13-034

Loan Summary

Borrower: Garrison-Quincy-Ky-0-Heights Water District Approval Date: 10-03-2013
Loan ID: 0854 KIA Loan Number: F13-034 Maturity Date: 12-01-2036
Status: Active Interest Rate: 0.75% R & M Reserve: $0.00
Loan Amount: $821,721.47 Pmt. Frequency ~ Semi-Annual
AA Date: 04-01-2015 Supp. AA Date:

Amortization Table

Pag:::nt PriSﬁLpal In:)e‘jzst Prli:tzir%aslt& SeFr:;ce Ctl;edit Total Principal R :;Tve R::éne
ue Payment Balance Diie Total

06-01-2017 $14,309.44 $2,311.09 $16,620.53 $770.36 $0.00 $17,390.89 $601,982.03 $0.00 $0.00
12-01-2017 $14,363.10 $2,257.43 $16,620.53 $752.48 $0.00 $17,373.01 $587,618.93 $2,100.00 $2,100.00
06-01-2018 $14,416.96 $2,203.57 $16,620.53 $734.52 $0.00 $17,355.05 $573,201.97 $0.00 $2,100.00
12-01-2018 $14,471.02 $2,149.51 $16,620.53 $716.50 $0.00 $17,337.03 $558,730.95 $2,100.00 $4,200.00
06-01-2019 $14,525.29 $2,095.24 $16,620.53 $698.41 $0.00 $17,318.94 $544,205.66 $0.00 $4,200.00
12-01-2019 $14,579.76 $2,040.77 $16,620.53 $680.26 $0.00 $17,300.79 $529,625.90 $2,100.00 $6,300.00
06-01-2020 $14,634.43 $1,986.10 $16,620.53 $662.03 $0.00 $17,282.56 $514,991.47 $0.00 $6,300.00
12-01-2020 $14,689.31 $1,931.22 $16,620.53 $643.74 $0.00 $17,264.27 $500,302.16 $2,100.00 $8,400.00
06-01-2021 $14,744.40 $1,876.13 $16,620.53 $625.38 $0.00 $17,245.91 $485,557.76 $0.00 $8,400.00
12-01-2021 $14,799.69 $1,820.84 $16,620.53 $606.95 $0.00 $17,227.48 $470,758.07 $2,100.00 $10,500.00
06-01-2022 $14,855.19 $1,765.34 $16,620.53 $588.45 $0.00 $17,208.98 $455,902.88 $0.00 $10,500.00
12-01-2022 $14,910.89 $1,709.64 $16,620.53 $569.88 $0.00 $17,190.41 $440,991.99 $2,100.00 $12,600.00
06-01-2023 $14,966.81 $1,653.72 $16,620.53 $551.24 $0.00 $17,171.77 $426,025.18 $0.00 $12,600.00
12-01-2023 $15,022.94 $1,597.59 $16,620.53 $532.53 $0.00 $17,153.06 $411,002.24 $2,100.00 $14,700.00
06-01-2024 $15,079.27 $1,541.26 $16,620.53 $513.75 $0.00 $17,134.28 $395,922.97 $0.00 $14,700.00
12-01-2024 $15,135.82 $1,484.71 $16,620.53 $494.90 $0.00 $17,115.43 $380,787.15 $2,100.00 $16,800.00
06-01-2025 $15,192.58 $1,427.95 $16,620.53 $475.98 $0.00 $17,096.51 $365,594.57 $0.00 $16,800.00
12-01-2025 $15,249.55 $1,370.98 $16,620.53 $456.99 $0.00 $17,077.52 $350,345.02 $2,100.00 $18,900.00
06-01-2026 $15,306.74 $1,313.79 $16,620.53 $437.93 $0.00 $17,058.46 $335,038.28 $0.00 $18,900.00
12-01-2026 $15,364.14 $1,256.39 $16,620.53 $418.80 $0.00 $17,039.33 $319,674.14 $2,100.00 $21,000.00
06-01-2027 $15,421.75 $1,198.78 $16,620.53 $399.59 $0.00 $17,020.12 $304,252.39 $0.00 $21,000.00
12-01-2027 $15,479.58 $1,140.95 $16,620.53 $380.32 $0.00 $17,000.85 $288,772.81 $0.00 $21,000.00
06-01-2028 $15,537.63 $1,082.90 $16,620.53 $360.97 $0.00 $16,981.50 $273,235.18 $0.00 $21,000.00
12-01-2028 $15,595.90 $1,024.63 $16,620.53 $341.54 $0.00 $16,962.07 $257,639.28 $0.00 $21,000.00
06-01-2029 $15,654.38 $966.15 $16,620.53 $322.05 $0.00 $16,942.58 $241,984.90 $0.00 $21,000.00
12-01-2029 $15,713.09 $907 44 $16,620.53 $302.48 $0.00 $16,923.01 $226,271.81 $0.00 $21,000.00
06-01-2030 $15,772.01 $848.52 $16,620.53 $282.84 $0.00 $16,903.37 $210,499.80 $0.00 $21,000.00
12-01-2030 $15,831.16 $789.37 $16,620.53 $263.12 $0.00 $16,883.65 $194,668.64 $0.00 $21,000.00
06-01-2031 $15,890.52 $730.01 $16,620.53 $243.34 $0.00 $16,863.87 $178,778.12 $0.00 $21,000.00
12-01-2031 $15,950.11 $670.42 $16,620.53 $223.47 $0.00 $16,844.00 $162,828.01 $0.00 $21,000.00
06-01-2032 $16,009.92 $610.61 $16,620.53 $203.54 $0.00 $16,824.07 $146,818.09 $0.00 $21,000.00
12-01-2032 $16,069.96 $550.57 $16,620.53 $183.52 $0.00 $16,804.05 $130,748.13 $0.00 $21,000.00
06-01-2033 $16,130.22 $490.31 $16,620.53 $163.44 $0.00 $16,783.97 $114,617.91 $0.00 $21,000.00
12-01-2033 $16,190.71 $429.82 $16,620.53 $143.27 $0.00 $16,763.80 $98,427.20 $0.00 $21,000.00
06-01-2034 $16,251.43 $369.10 $16,620.53 $123.03 $0.00 $16,743.56 $82,175.77 $0.00 $21,000.00
12-01-2034 $16,312.37 $308.16 $16,620.53 $102.72 $0.00 $16,723.25 $65,863.40 $0.00 $21,000.00
06-01-2035 $16,373.54 $246.99 $16,620.53 $82.33 $0.00 $16,702.86 $49,489.86 $0.00 $21,000.00
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Kentucky Infrastructure Authority - Loan Amortization Schedule
Garrison-Quincy-Ky-0-Heights Water District - Loan Number F13-034

Amortization Table

A . g . - R R&M R&M
Payment Principal Interest Principal & Service Credit Total Principal Ragetve Reaarve
Date Due Due Interest Fee Due Payment Balance Due Total
12-01-2035 $16,434.94 $185.59 $16,620.53 $61.86 $0.00 $16,682.39 $33,054.92 $0.00 $21,000.00
06-01-2036 $16,496.57 $123.96 $16,620.53 $41.32 $0.00 $16,661.85 $16,558.35 $0.00 $21,000.00
12-01-2036 $16,558.35 $62.18 $16,620.53 $20.70 $0.00 $16,641.23 $0.00 $0.00 $21,000.00
Totals: $616,291.47 $48,529.73 $664,821.20 $16,176.53 $0.00 $680,997.73 $21,000.00
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Name Garrison-Quincy-KY-O-Heights Water LOAN NUMBER 91-12
Bond Series Amount of Bond Interest Rate Semi Annual
2010 $798,000.00 2.250% 11/18/2010
January July
PRINCIPAL | INTEREST PrincipaV/ INTEREST BALANCE
Interest Interest
YEAR Payment Due | payment Due | Yearly Total Paid $798,000.00
2012 $12,500.00 $8,977.50 $21,477.50 $8,836.88 $30,314.38 $785,500.00
2013 $13,000.00 $8,836.88 $21,836.88 $8,690.63 $30,527.50 $772,500.00
2014 $13,000.00 $8,690.63 $21,690.63 $8,544.38 $30,235.00 $759,500.00
2015 $13,500.00 $8,544.38 $22,044.38 $8,392.50 $30,436.88|  $746,000.00
2016 $14,000.00 $8,392.50 $22,392.50 $8,235.00 $30,627.50 $732,000.00
2017 $14,000.00 $8,235.00 $22,235.00 $8,077.50 $30,312.50 $718,000.00
2018 $14,500.00 $8,077.50 $22,577.50 $7,914.38 $30,491.88 $703,500.00
2019 $15,000.00 $7,914.38 $22,914.38 $7,745.681,%  $30,660.00 $688,500.00
2020 $15,500.00 $7,745.63 $23,245.63 $7,571.25 $30,816.88 $673,000.00
2021 $16,000.00 $7,571.25 $23,571.25 $7,391.25 $30,962.50 $657,000.00
2022 $16,000.00 $7,391.25 $23,391.25 $7,211.25 $30,602.50 $641,000.00
2023 $16,500.00 $7,211.25 $23,711.25 $7,025.63 $30,736.88 $624,500.00
2024 $17,000.00 $7,025.63 $24,025.63 $6,834.38 $30,860.00 $607,500.00
2025 $17,500.00 $6,834.38 $24,334.38 $6,637.50 $30,971.88 $530,000.00
2026 $18,000.00 $6,637.50 $24,637.50 $6,435.00 $31,072.50 $572,000.00
2027 $18,500.00 $6,435.00 $24,935.00 $6,226.88 $31,161.88 $553,500.00
2028 $19,000.00 $6,226.88 $25,226.88 $6,013.13 $31,240.00 $534,500.00
2029 $19,500.00 $6,013.13 $25,513.13 $5,793.75 $31,306.88 $515,000.00
2030 $20,000.00 $5,793.75 $25,793.75 $5,568.75 $31,362.50 $495,000.00
2031 $20,500.00 $5,568.75 $26,068.75 $5,338.13 $31,406.88 $474,500.00
2032 $21,000.00 $5,338.13 $26,338.13 $5,101.88 $31,440.00 $453,500.00
2033 $21,500.00 $5,101.88 $26,601.88 $4,860.00 $31,461.88 $432,000.00
2034 $22,000.00 $4,860.00 $26,860.00 $4,612.50 $31,472.50 $410,000.00
2035 $22,500.00 $4,612.50 $27,112.50 $4,359.38 $31,471.88 $387,500.00
2036 $23,500.00 $4,359.38 $27,859.38 $4,095.00 $31,954.38 $364,000.00
2037 $24,000.00 $4,095.00 $28,095.00 $3,825.00 $31,920.00 $340,000.00
2038 $24,500.00 $3,825.00 $28,325.00 $3,549.38 $31,874.38 $315,500.00
2039 $25,000.00 $3,549.38 $28,549.38 $3,268.13 $31,817.50 $290,500.00
2040 $26,000.00 $3,268.13 $29,268.13 $2,975.63 $32,243.75 $264,500.00
2041 $26,500.00 $2,975.63 $29,475.63 $2,677.50 $32,153.13 $238,000.00
2042 $27,000.00 $2,677.50 $29,677.50 $2,373.75 $32,051.25 $211,000.00
2043 $28,000.00 $2,373.75 $30,373.75 $2,058.75 $32,432.50 $183,000.00
2044 $28,500.00 $2,058.75 $30,558.75 $1,738.13 $32,296.88  $154,500.00
2045 $29,500.00 $1,738.13 $31,238.13 $1,406.25 $32,644.38 $125,000.00
2046 $30,000.00 $1,406.25 $31,406.25 $1,068.75 $32,475.00 $95,000.00
2047 $31,000.00 $1,068.75 $32,068.75 $720.00 $32,788.75| $64,000.00
2048 $32,000.00 $720.00 $32,720.00 $360.00 $33,080.00 $32,000.00
2049 $32,000.00 $360.00 $32,360.00 $0.00 $32,360.00; $0.00
2050 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Total Semi-Annual Total Semi-Aunnual| Total Bond Prin./Int.
Total Prin. Paid Int. Paid Int. Paid Paid
$798,000.00 $202,511.25 $193,533.75 $1,194,045.00
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APPENDIX A

CURRENT AND PROPOSED MONTHLY RATES

Garrison-Quincy Water District

WATER DIVISION
CURRENT RATE SCHEDULE PROPOSED RATE SCHEDULE
5/8" x 3/4" Meters 5/8" x 3/4" Meters
First 2,000 gallons $ 20.50 Minimum Bill First 2,000 gallons $ 24.29 Minimum Bill
Next 3,000 gallons 8.05 per 1,000 gallons Next 3,000 gallons 9.54 per 1,000 gallons
Next 5,000 gallons 6.73 per 1,000 gallons Next 5,000 gallons 7.98 per 1,000 gallons
Over 10,000 gallons 5.32 per 1,000 gallons Over 10,000 gallons 6.30 per 1,000 gallons
1" Meters 1" Meters
First 10,000 gallons S 78.30 Minimum Bill First 10,000 gallons S 92.81 Minimum Bill
Over 10,000 gallons 5.32 per 1,000 gallons Over 10,000 gallons 6.30 per 1,000 gallons
2" Meters 2" Meters
First 50,000 gallons $291.10 Minimum Bill First 50,000 gallons $344.81 Minimum Bill
Over 50,000 gallons 5.32 per 1,000 gallons Over 50,000 gallons 6.30 per 1,000 gallons
Bulk Water Bulk Water
All purchases S 8.68 per 1,000 gallons All purchases S 10.29 per 1,000 gallons
Wholesale Customers Wholesale Customers
First 1.0mil gallons S 2,000 Minimum Bill First 1.0 mil gallons S 2,000 Minimum Bill
Over 1.0 mil gallons 2.00 per 1,000 gallons Over 1.0 mil gallons 2.00 per 1,000 gallons
Water Loss Reduction Surcharge
S 1.73 per Customer
SEWER DIVISION
CURRENT RATE SCHEDULE PROPOSED RATE SCHEDULE

All Customers All Customers

First 2,000 gallons $ 22.00 Minimum Bill First 2,000 gallons $ 29.70 Minimum Bill
Over 2,000 gallons 11.00 per 1,000 gallons Over 2,000 gallons 14.85 per 1,000 gallons
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