COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
ELECTRONIC APPLICATION OF
MCCREARY COUNTY WATER DISTRICT

FOR AN ADJUSTMENT OF ITS SEWER
RATES PURSUANT TO 807 KAR 5:076

CASE NO. 2021-00300

N N N N

APPLICATION

Pursuant to KRS 278.180, McCreary County Water District (“McCreary District” or
“Applicant”) applies for an adjustment of its rates for sewer service under the procedures set forth
in 807 KAR 5:076. McCreary District proposes rates for sewer service that will be implemented
in three phases and that, upon implementation of the final phase rates, will increase revenues
approximately $211,617 over adjusted test period revenues.

In support of its Application, McCreary District states:

1. The full name and post office address of McCreary District is: McCreary County
Water District, Post Office Box 488, Whitley City, Kentucky 42653. Its e-mail address is
mcwd@mccrearywater.com. Its telephone number is (606) 376-2540.

2. Copies of all orders, pleadings and other communications related to this
Application should be directed to:

Stephen Whitaker
Superintendent
Post Office Box 488
Whitley City, KY 42653

(270) 298-7704
stepwhitaker@gmail.com

3. Applicant’s operations consist of two divisions. One division provides water

service and the other provides sewer service. In its immediate past calendar year of operation, the



gross annual revenue from Applicant’s combined operations did not exceed had $5,000,000. The
reported gross annual revenue from its sewer division for its immediate past calendar year of
operation was $1,402,737.70.

4. Applicant has filed an annual report with the Public Service Commission for the
two previous years.

5. Applicant's records are kept separate from other commonly-owned enterprises.

6. Applicant is a water district organized pursuant to KRS Chapter 74.

7. An electronic copy of this Application (or a hyperlink enabling the receiving party
to access and download an electronic copy of this Application) has been electronically mailed to
Office of Rate Intervention, Office of Attorney General at rateintervention@Kky.gov.

8. Applicant has more than 20 customers and has made arrangements to publish 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 as Exhibit L.

9. Applicant requires a rate adjustment for the reasons set forth in Attachment SR
(“Reasons for Application) which is attached to this Application as Exhibit A.

10.  Applicant proposes to charge the rates that are set forth in Attachment CPR
(“Current and Proposed Rates™) and which is attached to this Application as Exhibit B.

11.  Applicant proposes to use its annual report for the immediate past year as the test
period to determine the reasonableness of its proposed rates. This annual report is for the 12 months
ending December 31, 2020.

12.  Applicant has reason to believe that some of the revenue and expense items set forth

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 Attachment SAO-S (“Statement of Adjusted
Operations”) and Attachment OME (“Sewer Operations and Maintenance Expense”), which are
attached to this application as Exhibits C and D.

13.  When applied to Applicant’s test period operations, as adjusted for known and
measurable changes, the methodology that the Public Service Commission has historically used to
establish rates to test period operations shows that Applicant requires additional revenues of
$634,851 and total revenues from service rates of $1,927,136. The manner in which these amounts
were calculated is set forth in Attachment RR-DC (“Revenue Requirement Calculation”), which
is attached to this application as Exhibit E.

14. In view of an expected increase in revenues related to an industrial customer’s plant
expansion and the completion of its Sanitary Sewer Collection System Expansion Phase | Project!
and wishing to avoid placing an undue hardship upon its customers, a large number of which have
annual incomes at or below the federal poverty threshold, McCreary District proposes to adjust its
rates in three phases to produce additional revenues of $211,617 and total revenues from service
rates of $1,503,902.

15.  As of the date of the filing of this Application, Applicant had 1,165 customers.

16. A billing analysis of Applicant's current and proposed rates is set forth in
Attachment BA-DB (“Billing Analysis™) and is attached as Exhibit F to this Application.

17.  Applicant's depreciation schedule of utility plant in service is attached to this

Application as Exhibit G.

1 Electronic Application of McCreary County Water District for Authorization To Execute An Assistance Agreement
With the Kentucky Infrastructure Authority and for A Certificate Of Public Convenience and Necessity To Construct
the Sanitary Sewer Collection System Expansion Phase 1 Project, Case No. 2020-00399 (Ky. PSC Mar. 24, 2021).
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18.  Applicant has outstanding evidences of indebtedness and has attached a copy of
each evidence of indebtedness at Exhibit H of this Application and a copy of the amortization
schedule for each indebtedness at Exhibit I of this Application.

19.  Applicant is not required to file state and federal tax returns.

20. None of Applicant's total utility plant was recovered through the sale of real estate
lots or other contributions.

21.  Applicant has attached a completed Statement of Disclosure of Related Party
Transactions for each person that 807 KAR 5:076, 84(h) requires to complete such form. These
forms are attached as Exhibit J to this application.

22. A resolution of Applicant’s governing body authorizing the submission of this
application is attached as Exhibit K to the application.

23. By submitting this application, the Applicant consents to the procedures set forth
in 807 KAR 5:076 and waives any right to place its proposed rates into effect earlier than six

months from the date on which the application is accepted by the Public Service Commission for

filing.
Dated: September 24, 2021 Respectfully submitted, 2
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Gerald E. Wuetcher

Stoll Keenon Ogden PLLC

300 West Vine St. Suite 2100
Lexington, Kentucky 40507-1801
Telephone: (859) 231-3017

Fax: (859) 259-3517
gerald.wuetcher@skofirm.com

Counsel for McCreary County Water District



COMMONWEALTH OF KENTUCKY)
) SS
COUNTY OF MCCREARY )

The undersigned, Randy Kidd, being duly sworn, deposes and states that he is the Chairman
of the McCreary County Water District Board of Commissioners; that he has read this Application
and has noted its contents, including attachments; that the same is true of his own knowledge,
except as to matters which are therein stated on information or belief, and as to those mallers, he
believes same to be true; and that he is authorized by the McCreary County Water District Board
of Commissioners to sign and file this application.

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this I e

day of September, 2021,

Randy Kidd
Chairman, Board of Commissioners

McCreary County Water District

Subscribed and sworn to before me by Randy Kidd, Chairman, McCreary County Water

District Board of Commissioners, on this this j’ day of September, 2021.

y A

Notary Public

Notary ID: é dj 5} g\é
My Commission expires: F%j/fd e B




CERTIFICATE OF SERVICE

In accordance with 807 KAR 5:001, Section 8, and the Public Service Commission’s Order
of July 22, 2021 in Case No. 2020-00085, I certify that this document was transmitted to the Public
Service Commission on September 24, 2021 and that there are currently no parties that the Public
Service Commission has excused from participation by electronic means in this proceeding.
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Gerald E. Wuetcher




EXHIBITS TO APPLICATION

Exhibit Description

A Attachment SR — Reasons for Application

B Attachment CPR — Current and Proposed Rates

C Attachment SAO-S — Statement of Adjusted Operations-Sewer Utility

D Attachment OME — Sewer Operations and Maintenance Expenses

E Attachment RR-DC - Revenue Calculation Form — Debt Coverage

F Attachment BA-DB - Billing Analysis

G Depreciation Schedule

H Bond Resolutions/Evidences of Indebtedness
H-1 Assistance Agreement with Kentucky Rural Water Finance Corporation (2012)
H-2 Assistance Agreement with Kentucky Rural Water Finance Corporation (2020)
H-3 Bond Resolution — Rural Development Series 2020 Bonds

H-4 Assistance Agreement with Kentucky Infrastructure Authority (Loan A20-47)
(2021)

I Debt Amortization Schedules
J ARF Form 3 — Statements of Disclosure of Related Party Transactions

K A Resolution of The Board of Commissioners of McCreary County Water
District Authorizing an Application to the Kentucky Public Service
Commission for Authority to Adjust Rates for Water and Sewer Service

L Compliance with Notice Provisions of 807 KAR 5:076
M General Ledger
M-1 General Ledger (2019)
M-2 General Ledger (2020)
N Trial Balances
N-1 Trial Balance (2019)

N-2 Trial Balance (2020)
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Exhibit

S-1

S-2

S-3

S-4

T-1

T-2

EXHIBITS TO APPLICATION

Description
Adjusting Journal Entries (2020)

Employee Job Position Descriptions

Minutes of Board of Commissioners Meeting Approving Employee Hourly
Wage Increase Beginning January 1, 2021 (December 29, 2020)

McCreary County Water District Employee Policies
Materials Re: Commissioner Salaries

Minutes of McCreary County Fiscal Court Meeting of January 9, 2012 in which
Court approved increase in the salaries of members of McCreary County Water
District Board of Commissioners with stipulation to attend training

Minutes of McCreary County Fiscal Court Meeting of November 8, 2018 in
which Court approved increase in the monthly salaries of members of
McCreary County Water District Board of Commissioners to $500 with
stipulation to attend training

Commissioner Compensation (2016-2020)

Evidence of Attendance of McCreary County Water District Commissioners at
Certified Management Training Events During Test Period

Insurance

General Liability Policy

Workers' Compensation and Employers' Liability Insurance Policy

Minutes of Meeting of Board of Commissioners (January 2019 — June 2021)
Minutes (January 2019 — December 2019)

Minutes (January 2020 — December 2020)

Minutes (January 2021 — April 2021)

Documents Embedded in Electronic Version of Application

Page 2 of 3



EXHIBIT A



ARF FORM 1 - ATTACHMENT SR - SEPTEMBER 2011

REASONS FOR APPLICATION
(In the space below list all reasons why the Applicant requires a rate adjustment. Describe any
event or occurrence of significance that may affect the Applicant's present or future financial
condition, including but not limited to excessive water line losses, regulatory changes, major
repairs, planned construction, and increases in wholesale water costs.)

McCreary County Water District submits this application to comply with the Public Service Commission's Order of June
26, 2020 in Case No. 2020-00151, which directed it to file an application for rate adjustment within one year, and with the
Public Service Commission's Order of February 22, 2021 in Case No. 2021-00021, which affirmed the June 26, 2020
Order's directive and clarified that rate applications should be filed for the water district's water and sewer operations.

Sheet 1 of 1



EXHIBIT B



ARF FORM 1 - ATTACHMENT CPR - SEPTEMBER 2011

CURRENT AND PROPOSED RATES

CURRENT RATES

All Users Except Federal Penitentiary - McCreary

First 2,000 Gallons
Next 18,000 Gallons
Over 20,000 Gallons

$ 24.19 Minimum Bill
0.00844 Per Gallon
0.00750 Per Gallon

Federal Penitentiary - McCreary

First 1,300,000 Gallons

Over 1,300,000 Gallons

$ 9,703.00 Minimum Bill
0.00844 Per Gallon

PROPOSED RATES

All Users Except Federal Penitentiary — McCreary

First 2,000 Gallons
Next 18,000 Gallons
Over 20,000 Gallons

First 2,000 Gallons
Next 18,000 Gallons
Over 20,000 Gallons

First 2,000 Gallons
Next 18,000 Gallons
Over 20,000 Gallons

(Phase 1*)

(Phase 2**)

Phase 3***

$  25.51 Minimum Bill
0.00890 Per Gallon
0.00791 Per Gallon

$ 24.19 Minimum Bill
0.00844 Per Gallon
0.00750 Per Gallon

$ 24.19 Minimum Bill
0.00844 Per Gallon
0.00750 Per Gallon

Federal Penitentiary - McCreary

First 1,300,000 Gallons
Over 1,300,000 Gallons

First 1,300,000 Gallons
Over 1,300,000 Gallons

First 1,300,000 Gallons
Over 1,300,000 Gallons

(Phase 1*)

(Phase 2*)

(Phase 3*)

$10,232.73 Minimum Bill
0.00890 Per Gallon

$10,762.71 Minimum Bill
0.00761 Per Gallon

$11,291.95 Minimum Bill
0.00982 Per Gallon

* Phase 1 Rates will take effect upon Public Service Commission approval or six months after filing and

will remain effective for one year.

** Phase 2 Rates to take effect one year after Phase | Rates take effect and will remain in effect for one

year.

*** Phase 3 Rates will take effect two years after Phase 1 rates take effect.



EXHIBIT C



ARF FORM 1 - ATTACHMENT SAO-S - SEPTEMBER 2011

SCHEDULE OF ADJUSTED OPERATIONS - SEWER UTILITY
TYE 12/31/20 20

Test Year Adjustment Ref. Pro Forma
Operating Revenues
Sewage Service Revenues
Flat Rate Revenues 0.00
Measured Revenues 1,307,770.70 -16,143.74 A 1,291,626.96
Revenue from Public Authorities 0.00
Revenue from Other Systems 0.00
Miscellaneous Sewage Revenues 94,967.00 -94,309.23 B 657.77
Total Sewage Service Revenues 1,402,737.70 -110,452.97 1,292,284.73
Other Operating Revenues
Forfeited Discounts 0.00
Miscellaneous Operating Revenues 54,419.75 C 54,419.75
Total Other Operating Revenues 0.00 54,419.75 54,419.75
Total Operating Revenues 1,402,737.70 -56,033.22 1,346,704.48
Operating Expenses
Total Operation and Maintenance Expenses* 1,177,505.73 -9,299.72 D 1,168,206.01
Depreciation Expense 533,310.00 7,852.19 E 541,162.19
Amortization Expense 0.00
Taxes Other Than Income 17,521.46 3,515.77 F 21,037.23
Income Tax Expense 0.00
Total Operating Expenses 1,728,337.19 2,068.24 1,730,405.43
Utility Operating Income -325,599.49 -58,101.46 -383,700.95

* Total Operation and Maintenance Expenses should be calculated using the worksheet titled "Sewer Operations and Maintenance Expenses".



ARF FORM 1 — ATTACHMENT SAO-S-SEPTEMBER 2011

SCHEDULE OF ADJUSTED OPERATIONS — SEWER UTILITY

REFERENCES
Reference Remarks

A Revenues adjusted to reflect the results of the billing analysis.

Revenues ($94,967) misclassified as Miscellaneous Sewerage Revenues and instead should be
classified as Miscellaneous Operating Revenues.

B During the test period, Utility's water operations recorded $4,257.43 of revenue from Bad Debt
Collection. A portion of this amount allocated to sewer operations based upon number of customers
in each division. ($2,257.43 x .1545 = $657.77)

Total Adjustment = $(94,967) + 657.77 = $(94,309.23)
Reclassified Miscellaneous Sewerage Revenues as Miscellaneous Operating Revenues - $94,967.
Removed $75,200 in Sewer Tap Fees and contributions to capital for sewer line extensions.

C
During test period, Utility's water operations recorded payments of $34,452.75 from Fibrotec to cover
testing and other costs related to the Utility’s Industrial User Permit Program for its sewer operations.
These payments are more properly recorded as revenue to the Utility’s sewer operations.

D See Schedule of Sewer Operations and Maintenance Expense
Portion of depreciation expense related to the utility main office building reassigned from water
operations to sewer operations ($1,775.29) from water operations.

Depreciation associated with Items incorrectly classified as expenses instead of capital expenditures:

E Sewer taps - $75,200 - $21,489 = $53,711 - 10 years SL - $5,371.10
Security Camera - $1,158 - 10 years SL - $115.80
Aluma Utility Trailer with Pumping Unit - $5,900 - 10 years SL - $590.00
Total Adjustment = $1,775.29 + $5,371.10 + $115.80 + $590.00 = $7,852.19

F Payroll taxes adjusted to reflect increased wages ($21,342.61 - 17,521.46 = $3,821.15)




ALLOCATION RULES

1. At the end of test period, Utility had a total of 7,403 customers (6,259 water customers;
1,144 sewer customers). For costs allocated on the basis of the number of customers, 84.55
percent (6,259/7,403) are allocated to water operations and 15.45 percent (1,144/7,403) are
allocated to sewer operations.

2. Superintendent’s salary and benefits is located based upon the ratio of each division’s total
wages to total utility wages (excluding the Superintendent).

3. The wages/benefits of all customer service employees and administrative employees are
allocated based upon the number of customers in each division.

4. The allocation of the wages of field employees who served both divisions are based upon
the Superintendent’s estimate.

5. The allocation of wages/benefits of water meter readers is based upon each reader spending
24 hours per month (or 288 hours annually) performing meter reading duties. That time is
divided by the meter reader’s adjusted test period hours to obtain the percentage of his total
workhours devoted to meter reading. This percentage is then multiplied by the ratio of the
division’s number of customers to the total number of customers.

6. The cost of billing and collection services, including the cost to issue bills was allocated
between divisions based upon the ratio of the division’s number of customers to the combined
total number of customers.

7. The cost of general liability insurance is allocated between the water and sewer divisions
based upon the ratio of adjusted test period revenues for the operation to total adjusted test
period revenues for combined operations.

8. The cost of workers compensation insurance is allocated between the water and sewer
divisions based upon the ratio of adjusted payroll of each division to total operations payroll.

9. Commissioners’ salary is allocated between the divisions based upon the ratio of customers
served in the operating division at end of test period to combined operations’ total number of
customers.

10. Expenses related to general legal services not specifically provided to one division are
allocated between divisions based upon the number of customers in each division.

11. Advertising expenses (i.e., required newspaper notices to public) and expenses for public
communication services are allocated between divisions based upon the number of customers
in each division.

12. Electric and water and sewer service to the Utility’s office building, as well as pest control
services to the office building and depreciation on the building, were allocated to each division



based upon the ratio of the division’s number of customers to the combined total number of
customers.



EXHIBIT D



ARF FORM 1 - ATTACHMENT OME-1- SEPTEMBER 2011

SEWER OPERATIONS AND MAINTENANCE EXPENSES
TYE 12/31/20 20

Test Year Adjustment Ref. Pro Forma
Operation Expenses
Supervision and Engineering:
Owner/Manager-Management Fee 0.00 4,264.20 A 4,264.20
Other Expenses 0.00
Labor and Expenses:
Collection System-Labor, Materials and Expenses 47,786.38 -18,226.30 B 29,560.08
Pumping System-Labor, Materials and Expenses 0.00
Treatment System:
Sludge Hauling 0.00
Utility Service- Water Cost 11,148.00 C 11,148.00
Other-Labor,Materials and Expenses 144,980.83 D 144,980.83
Rents 0.00
Fuel/Power Purchased for Pumping and Treatment 140,049.31 140,049.31
Chemicals 124,890.87 124,890.87
Miscellaneous Supplies and Expenses:
Collection System 0.00
Pumping System 0.00
Treatment and Disposal 0.00
Maintenance Expenses
Supervision and Engineering:
Routine Maintenance Service Fee 0.00
Internal Supervision and Engineering 0.00
Maintenance of Structures and Improvements 0.00
Maintenance of Collection Sewer System 0.00
Maintenance of Pumping System 218,358.54 218,358.54
Maintenance of Treatment and Disposal Plant 0.00
Maintenance of Other Plant and Facilities 33,267.83 33,267.83
Customer Accounts Expenses
Supervision 0.00
Meter Reading Expenses and Flat Rate Inspections 1,260.82 E 1,260.82
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Customer Accounts Expenses-Continued

Customer Records and Collection Expenses:
Agency Collection Fee
Internal Labor, Materials and Expenses
Uncollectable Accounts

Miscellaneous Customer Accounts Expenses

Administrative and General Expenses

Administrative and General Salaries
Office Supplies and Other Expenses
Outside Services Employed
Insurance Expenses

Employee Pensions and Benefits
Regulatory Commission Expense
Transportation Expense
Miscellaneous General Expenses
Rents

Maintenance of General Plant

Total Sewer Operation and Maintenance Expenses

Test Year Adjustment

195.10
20,442.76

12,720.00
203,962.33 -159,304.36
65,510.70 -8,836.80
113,232.24 44,020.39
66,947.87 -55,064.61
109,733.66 8,708.10
2,693.41

24,111.81
16,934.19 -5,581.26
1,177,505.73 -9,299.72

Sheet 2 of 2

Ref.

ARF FORM 1 - ATTACHMENT OME-1- SEPTEMBER 2011

Pro Forma

195.10
20,442.76
12,720.00

0.00

44,657.97
56,673.90
157,252.63
11,883.26
118,441.76
2,693.41
24,111.81
11,352.93
0.00

0.00

1,168,206.01




ARF FORM 1 — ATTACHMENT OME-1 SEPTEMBER 2011

SEWER OPERATIONS AND MAINTENANCE EXPENSES
REFERENCES

Reference

Remarks

A

Allocation of adjusted Commissioner Salaries to Sewer Operations based upon percentage of total
combined customers (15.45 percent). (0.1545 x $27,600 = $4,264.20)

Reassigned the wages of Employees No. 21, No. 30 (50%), No. 28 (50%), and No. 33 (50%) from
Administrative and General Salaries to reflect nature of employees’ job duties. All employee wages
are adjusted to reflect current wage rates. All employees received wage increases effective 1/1/2021.
Only wages/salaries of persons employed as of 6/30/2021 considered. Employees are assumed to
receive merit payment of $500, but not special merit payment awarded in test period. All
wages/salaries are allocated in accordance with allocation rules. See Rate Calculations Spreadsheet,
Wage-Benefits Tab.

Adjusted to reflect the removal of $75,000 related to labor and material expenses for sewer
connections and extensions (capital expenditures) performed during the test period.

Sewer Operations paid Water Operations for water consumed at wastewater treatment plant. Usage
was metered. Payments were reported in Office Supplies and Other Expenses (Acct 921). Adjusted
amount also reflects increased cost of water resulting from rate adjustment approved on 2/22/2021
(PSC Case No. 2021-00021). Approximately 1,200,000 gallons provided to treatment plant. Minimum
bill includes 2,000 gallons.

Total Adjustment = ($22.50 x 12 months) + (1,176,000 gallons x $0.00925 per gallon) = $11,148

Reassigned the wages of Employees No. 28 (50%), No. 29, No. 30 (50%), No.31, and No. 33 (50%) from
Administrative and General Salaries to reflect nature of employees’ job duties. All employee wages
are adjusted to reflect current wage rates. All employees received wage increases effective 1/1/2021.
Only wages/salaries of persons employed as of 6/30/2021 considered. Employees are assumed to
receive merit payment of $500, but not special merit payment awarded in test period. All
wages/salaries are allocated in accordance with allocation rules. See Rate Calculations Spreadsheet,
Wage-Benefits Tab.

Reflects allocation of a portion of meter readers’ wages (Employees No. 6 and No. 7) to sewer
operations to reflect benefit received from sewer operations from meter reading and the expense of
reading meters. Allemployee wages are adjusted to reflect current wage rates. Allemployees received
wage increases effective 1/1/2021. Only wages/salaries of persons employed as of 6/30/2021
considered. All wages/salaries are allocated in accordance with allocation rules. See Rate Calculations
Spreadsheet, Wage-Benefits Tab.

Allocation of a portion of Collection Agency Fee expense from water operations. Allocation is in
accordance with allocation rules. For calculation of fee and allocation, see Rate Calculations
Spreadsheet, Adjustment_Contract-MiscExpense Tab




Reference

Remarks

Reflects allocation of portion of customer service personnel (Employees No. 8, No. 9, No. 12, and No.
18) to sewer operations. All employee wages are adjusted to reflect current wage rates. All employees
received wage increases effective 1/1/2021. Employees are assumed to receive merit payment of
$500, but not special merit payment awarded in test period. All wages/salaries are allocated in
accordance with allocation rules. See Rate Calculations Spreadsheet, Wage-Benefits Tab.

A portion of the mailing expense for customer bills ($5,759.40) allocated to sewer operations in
accordance with allocation rules.

Reflects reassignment of wages of non-administrative and general services employees to other areas;
adjustment of Employees No 19, No. 22, and No. 23 (Superintendent) to reflect current wages. Wage
increases effective 1/1/2021. Employees (except Superintendent) are assumed to receive merit
payment of $500, but not special merit payment awarded in test period. All wages/salaries are
allocated in accordance with allocation rules. See Rate Calculations Spreadsheet, Wage-Benefits Tab.

Reduced to reflect reclassification of payments for water service to Water Division.
Total Gallons Used: 1,200,000
Test Period Cost: (12 months x $21.98 per month) + (1,176,000 gals x $0.00729 per gal) = $8,836.80

Adjusted to reflect allocated portion of legal services, pest control and other services for main office,
and communication services. Reflects reassignment of expenses associated with sewage pretreatment
program ($37,452) incorrectly recorded to water operations. See Rate Calculations Spreadsheet,
Adjustment_Contract-MiscExpense.

Employee insurance expenses (health, life, vision and dental) removed and reported in Employee
Pension and Benefits.

Cost of workers compensation insurance allocated between water and sewer operations based upon
the adjusted payroll of each division (76.97 percent — water; 23.03 percent — sewer). Cost of general
liability insurance allocated between operations based upon the adjusted test period revenues of
each operation. Combined operating revenues = $5,501,976. Sewer operating revenues =
$1,316,073. Sewer operating revenues/combined operating revenues =0.2477

Workers Compensation insurance cost to Sewer: 0.2303 x $12,986.64 = $2,990.82
General Liability Insurance cost to Sewer: 0.2477 x $35,943.58 = $8,903.22

Total Adjustment = ($2,990.82 + $8,903.22) - $66,947.87 = $(55,053.82)




Reference

Remarks

Employee Benefits adjusted to reflect current cost of health, dental, and vision insurance, the
allocation of certain employee's benefits to Sewer Division, the PSC limitations on the recovery of
employer-paid health insurance and dental insurance premiums. Retirement payments reflect
increased wages and increase in CERS employer contribution rate from 24.06% to 26.95%. Test period
GASB 68 Expense and OPEB Benefits Expense, which were included in expense level report were
removed. See Rate Calculations Spreadsheet, Wage-Benefits Tab.

Health Insurance (Adjusted/PSC Limits Applied) S 41,033.50
Plus: Dental Insurance (Adjusted/PSC Limits Applied) S 1,042.74
Vision Insurance (Adjusted) S 791.07
Life Insurance (Adjusted) S 362.03
Retirement Contribution to CERS (Adjusted) S 73,098.58
Uniforms S 2,113.85
Total Employee Benefits and Pensions (Adjusted): $118,441.76
Minus: Test-Period Employee and Benefits: $109,733.66
Adjustment $ 8,708.10

Application of the PSC limitations on employer-paid health insurance and dental insurance premiums
does not reflect McCreary County Water District’s agreement with or acceptance of these limitations.
McCreary District reserves the right to contest these limitations in future proceedings.

During test period, assessment for maintenance of PSC based upon combined operations' revenues.
Water operations paid full amount. Adjustment reflects assessment based upon adjusted test period
revenues.

Removed Refund of Sewer Tap Fee ($3,600) as fee was contribution to capital. Removed $5,900
related to purchase of Aluma Utility Trailer with Pumping Unit (capital expenditure). Allocation of
portion of Miscellaneous Expenses and Advertising Expenses originally allocated to Water Operations
(52,082.29). Allocation of portion electric power expense for Main Office Building (51,836.45).
Allocations made in accordance with allocation rules.

Total Adjustment: $2,082.29 + $1,836.45 - (53,600 + $5,900) = ($5,581,26)




ALLOCATION RULES

1. At the end of test period, Utility had a total of 7,403 customers (6,259 water customers;
1,144 sewer customers). For costs allocated on the basis of the number of customers, 84.55
percent (6,259/7,403) are allocated to water operations and 15.45 percent (1,144/7,403) are
allocated to sewer operations.

2. Superintendent’s salary and benefits is located based upon the ratio of each division’s total
wages to total utility wages (excluding the Superintendent).

3. The wages/benefits of all customer service employees and administrative employees are
allocated based upon the number of customers in each division.

4. The allocation of the wages of field employees who served both divisions are based upon
the Superintendent’s estimate.

5. The allocation of wages/benefits of water meter readers is based upon each reader spending
24 hours per month (or 288 hours annually) performing meter reading duties. That time is
divided by the meter reader’s adjusted test period hours to obtain the percentage of his total
workhours devoted to meter reading. This percentage is then multiplied by the ratio of the
division’s number of customers to the total number of customers.

6. The cost of billing and collection services, including the cost to issue bills was allocated
between divisions based upon the ratio of the division’s number of customers to the combined
total number of customers.

7. The cost of general liability insurance is allocated between the water and sewer divisions
based upon the ratio of adjusted test period revenues for the operation to total adjusted test
period revenues for combined operations.

8. The cost of workers compensation insurance is allocated between the water and sewer
divisions based upon the ratio of adjusted payroll of each division to total operations payroll.

9. Commissioners’ salary is allocated between the divisions based upon the ratio of customers
served in the operating division at end of test period to combined operations’ total number of
customers.

10. Expenses related to general legal services not specifically provided to one division are
allocated between divisions based upon the number of customers in each division.

11. Advertising expenses (i.e., required newspaper notices to public) and expenses for public
communication services are allocated between divisions based upon the number of customers
in each division.

12. Electric and water and sewer service to the Utility’s office building, as well as pest control
services to the office building and depreciation on the building, were allocated to each division



based upon the ratio of the division’s number of customers to the combined total number of
customers.



EXHIBIT E



ARF FORM 1 — ATTACHMENT RR-DC

REVENUE REQUIREMENT CALCULATION - DEBT COVERAGE METHOD

Pro forma Operating Expenses $1,730,449
Plus: Average Annual Debt Principal and Interest Payment* 209,984

Debt Coverage Requirement** 41,997
Total Revenue Requirement $1,982,429
Less: Other Operating Revenue 54,420

Non-Operating Revenue 0

Interest Income 830
Revenue Required from Rates $1,927,179
Less: Revenue from Sales at Present Rates $1,292,285
Required Revenue Increase S 634,851
Required Revenue Increase stated as a Percentage of Revenue at Present Rates 49.13

*Average was based upon a 5-year average of debt principal and interest payments for the five years following
the submission of the application for rate adjustment (2022-2026). McCreary County Water District will
complete all interest and principal payments for 2021 prior to completion of the Commission’s review of its
application.

**A debt service coverage of 20 percent is used.



EXHIBIT F



ARF FORM 1 - ATTACHMENT BA-DB- SEPTEMBER 2011

Page 1 of 4
Revenue from Present Rates
Test Period from January 1, 2020 to December 31, 2020
USAGE TABLE
Usage By Rate Increment
All Users Except US Penitentiary McCreary Prison
Bills Gallons 0-2,000 | Next 18,000 | Over 20,000 Total
First 2,000 gallons 5,420 5,215,400 | 5,215,400 5,215,400
Next 18,000 gallons 7,949 | 37,728,900 | 15,898,000 | 21,830,900 37,728,900
Over 20,000 gallons 401 | 29,466,900 802,000 7,218,000 | 21,446,900 | 29,466,900
Totals 13,770 | 72,411,200 | 21,915,400 | 29,048,900 | 21,446,900 | 72,411,200
US Penitentiary McCreary Prison
Bills First 1,300,000 Over 1,300,000 Total
Over 1,300,000 gallons 12 15,600,000 51,666,900 67,266,900
Total 12 15,600,000 51,666,900 67,266,900
REVENUE TABLE
Revenue By Rate Increment
All Users Except US Penitentiary McCreary Prison
Bills Gallons Rates Revenue
First 2,000 gallons 13,770 5,215,400 S 24.19 Minimum Bill 333,096.30
Next 18,000 gallons 37,728,900 0.00844 Per Gallon 245,172.72
Over 20,000 gallons 29,466,900 0.00750 Per Gallon 160,851.75
Total 13,770 72,411,200 739,120.77
US Penitentiary McCreary
Bills Gallons Rates Revenue
First 1,300,000 gallons 12 15,600,000 $9,703.13 Minimum Bill $ 116,437.56
Over 1,300,000 gallons 51,666,900 0.00844 Per Gallon S 436,068.64
Total 70,241,600 $ 552,506.20
Total 13,782 139,678,100 ‘ $ 1,291,626.96




ARF FORM 1 - ATTACHMENT BA-DB- SEPTEMBER 2011

Page 2 of 4
Revenue from Proposed Phase 1 Rates
Test Period from January 1, 2020 to December 31, 2020
USAGE TABLE
Usage By Rate Increment
All Users Except US Penitentiary McCreary Prison
Bills Gallons 0-2,000 | Next 18,000 | Over 20,000 Total
First 2,000 gallons 5,420 5,215,400 | 5,215,400 5,215,400
Next 18,000 gallons 7,949 | 37,728,900 | 15,898,000 | 21,830,900 37,728,900
Over 20,000 gallons 401 | 29,466,900 802,000 7,218,000 | 21,446,900 | 29,466,900
Totals 13,770 | 72,411,200 | 21,915,400 | 29,048,900 | 21,446,900 | 72,411,200
US Penitentiary McCreary Prison
Bills First 1,300,000 Over 1,300,000 Total
Over 1,300,000 gallons 12 15,600,000 51,666,900 67,266,900
Total 12 15,600,000 51,666,900 67,266,900
REVENUE TABLE
Revenue By Rate Increment
All Users Except US Penitentiary McCreary Prison
Bills Gallons Rates Revenue
First 2,000 gallons 13,770 5,215,400 $ 25.51 Minimum Bill 351,276.70
Next 18,000 gallons 37,728,900 0.00890 Per Gallon 258,554.24
Over 20,000 gallons 29,466,900 0.00791 Per Gallon 169,631.04
Total 13,770 72,411,200 779,461.98
US Penitentiary McCreary
Bills Gallons Rates Revenue
First 1,300,000 gallons 12 15,600,000 | $10,232.73 Minimum Bill S 122,792.72
Over 1,300,000 gallons 51,666,900 0.00890 Per Gallon $ 459,869.26
Total 70,241,600 S 582,661.98
Total 13,782 139,678,100 ‘ $ 1,362,123.96




ARF FORM 1 - ATTACHMENT BA-DB- SEPTEMBER 2011

Page 3 of 4
Revenue from Proposed Phase 2 Rates
Test Period from January 1, 2020 to December 31, 2020
USAGE TABLE
Usage By Rate Increment
All Users Except US Penitentiary McCreary Prison
Bills Gallons 0-2,000 | Next 18,000 | Over 20,000 Total
First 2,000 gallons 5,420 5,215,400 | 5,215,400 5,215,400
Next 18,000 gallons 7,949 | 37,728,900 | 15,898,000 | 21,830,900 37,728,900
Over 20,000 gallons 401 | 29,466,900 802,000 7,218,000 | 21,446,900 | 29,466,900
Totals 13,770 | 72,411,200 | 21,915,400 | 29,048,900 | 21,446,900 | 72,411,200
US Penitentiary McCreary Prison
Bills First 1,300,000 Over 1,300,000 Total
Over 1,300,000 gallons 12 15,600,000 51,666,900 67,266,900
Total 12 15,600,000 51,666,900 67,266,900
REVENUE TABLE
Revenue By Rate Increment
All Users Except US Penitentiary McCreary Prison
Bills Gallons Rates Revenue
First 2,000 gallons 13,770 5,215,400 $  26.83 Minimum Bill 369,470.42
Next 18,000 gallons 37,728,900 0.00936 Per Gallon 271,945.58
Over 20,000 gallons 29,466,900 0.00832 Per Gallon 178416.76
Total 13,770 | 72,411,200 819,832.75
US Penitentiary McCreary
Bills Gallons Rates Revenue
First 1,300,000 gallons 12 15,600,000 | $10,762.71 Minimum Bill $ 129,152.54
Over 1,300,000 gallons 51,666,900 0.00936 Per Gallon $ 483,678.33
Total 70,241,600 S 612,839.87
Total 13,782 | 139,678,100 | $ 1,432,672.63




ARF FORM 1 - ATTACHMENT BA-DB- SEPTEMBER 2011

Page 4 of 4
Revenue from Proposed Phase 3 Rates
Test Period from January 1, 2020 to December 31, 2020
USAGE TABLE
Usage By Rate Increment
All Users Except US Penitentiary McCreary Prison
Bills Gallons 0-2,000 | Next 18,000 | Over 20,000 Total
First 2,000 gallons 5,420 5,215,400 | 5,215,400 5,215,400
Next 18,000 gallons 7,949 | 37,728,900 | 15,898,000 | 21,830,900 37,728,900
Over 20,000 gallons 401 | 29,466,900 802,000 7,218,000 | 21,446,900 | 29,466,900
Totals 13,770 | 72,411,200 | 21,915,400 | 29,048,900 | 21,446,900 | 72,411,200
US Penitentiary McCreary Prison
Bills First 1,300,000 Over 1,300,000 Total
Over 1,300,000 gallons 12 15,600,000 51,666,900 67,266,900
Total 12 15,600,000 51,666,900 67,266,900
REVENUE TABLE
Revenue By Rate Increment
All Users Except US Penitentiary McCreary Prison
Bills Gallons Rates Revenue
First 2,000 gallons 13,770 5,215,400 $  28.15 Minimum Bill 387,657.47
Next 18,000 gallons 37,728,900 0.00982 Per Gallon 285,332.01
Over 20,000 gallons 29,466,900 0.00873 Per Gallon 187,199.27
Total 13,770 | 72,411,200 860,188.77
US Penitentiary McCreary
Bills Gallons Rates Revenue
First 1,300,000 gallons 12 15,600,000 | $11,291.92 Minimum Bill $ 116,503.04
Over 1,300,000 gallons 51,666,900 0.00936 Per Gallon $ 507,496.68
Total 70,241,600 S 642,999,72
Total 13,782 139,678,100 ‘ $ 1,503,188.49




EXHIBIT G



MCCREARY CO SEWER WP 311SW

RECAP OF PROPERTY & EQUIPMENT vg
12.31.20 2017 2018 2019 2020
Accumulated Depreciation Accumulated Depreciation Accumulated Depreciation Accumulated Depreciation Accumulated
ACCT Cost Depr Expense Depr Expense Depr Expense Depr Expense Depr
311 BUILDINGS
Utility Plant 09/01/1994 1,155,191.00 S/L 40 644983.075 28879.775 673862.85 28879.775 702742.625 28879.775 731622.4 28879.775 760502.175
Utility Plant Additions 01/01/2000 2,415,002.00 S/L 40 1026375.65 60375.05 1086750.7 60375.05 1147125.75 60375.05 1207500.8 60375.05 1267875.85
Wastewater Treatment Plant 2(cont 23) 06/30/2004 6,526,643.00 S/L 40 2039575.938 163166.075 2202742.013 163166.075 2365908.088 163166.075 2529074.163 163166.075 2692240.238
2006 Utility Plant Additions 06/30/2006 11,894.00 S/L 40 7097.85 297.35 7395.2 297.35 7692.55 297.35 7989.9 297.35 8287.25
10,108,730.00 3718032.513 252718.25 3970750.763 252718.25 4223469.013 252718.25 4476187.263 252718.25 4728905.513
352.1 COLLECTION SEWERS-FORCE
Sewer Transmission Force Main(cont 24) 06/30/2004 771,830.00 S/L 40 241196.875 19295.75 260492.625 19295.75 279788.375 19295.75 299084.125 19295.75 318379.875
Sewage Lift Station(cont 24) 06/30/2004 162,000.00 S/L 40 50625 4050 54675 4050 58725 4050 62775 4050 66825
2005 District Additions 06/30/2005 61,003.00 S/L 40 17538.825 1525.075 19063.9 1525.075 20588.975 1525.075 22114.05 1525.075 23639.125
2006 Marshes Siding Project - Phase | 06/30/2006 494,187.87 S/L 40 129724.3159 12354.69675 142079.0126 12354.69675 154433.7094 12354.69675 166788.4061 12354.69675 179143.1029
2006 Stearns Sewer, EPA 06/30/2006 544,370.00 S/L 40 142897.125 13609.25 156506.375 13609.25 170115.625 13609.25 183724.875 13609.25 197334.125
2006 Pine Knot Sewer Project 06/30/2006 893,400.00 S/L 40 234517.5 22335 256852.5 22335 279187.5 22335 301522.5 22335 323857.5
2006 Marshes Siding Project - Phase !! 06/30/2006 675,562.00 S/L 40 177335.025 16889.05 194224.075 16889.05 211113.125 16889.05 228002.175 16889.05 244891.225
2007 Marshes Siding Project - Phase !! 06/30/2007 5,821.00 S/L 40 1382.4875 145.525 1528.0125 145.525 1673.5375 145.525 1819.0625 145.525 1964.5875
2008 Sterns Sewer Phase Il and IIl 06/30/2008 816,866.00 S/L 40 173584.2 20421.65 194005.85 20421.65 2144275 20421.65 234849.15 20421.65 255270.8
2008 Williamsburg Project 06/30/2008 1,054,000.00 S/L 40 223975 26350 250325 26350 276675 26350 303025 26350 329375
2009 Sterns Wewer Project EPA Funds 02/01/2009 263,397.00 S/L 40 52130.65625 6584.925 58715.58125 6584.925 65300.50625 6584.925 71885.43125 6584.925 78470.35625
2009 Holloway Cemetary Rd. 02/01/2009 380,190.00 S/L 40 75245.9375 9504.75 84750.6875 9504.75 94255.4375 9504.75 103760.1875 9504.75 113264.9375
Williamsburg Street 11/30/2011 379,947.00 S/L 40 48287 9499 57786 9499 67285 9499 76784 9499 86283
Holloway Cemetary Rd 10/30/2011 16,328.00 S/L 40 2108 408 2516 408 2924 408 3332 408 3740
Revelo to Stearns Extension 12/01/2016 666,667.00 S/L 40 1388.889583 1388.889583 2777.779167 1388.889583 4166.66875 1388.889583 5555.558333 1388.889583 6944.447917
7,185,568.87 1571936.837 164361.5613 1736298.398 164361.5613 1900659.959 164361.5613 2065021.521 164361.5613 2229383.082
354 SERVICES/METERS
Services to Customers 01/01/1995 3,201.00 S/L 10 3201 0 3201 0 3201 0 3201 0 3201
Services to Customers 12/01/1997 1,773.00 S/L 10 1773 0 1773 0 1773 0 1773 0 1773
Services to Customers 12/01/2000 36,416.00 S/L 10 36415.6 0 36415.6 0 36415.6 0 36415.6 0 36415.6
Services to Customers 12/28/2001 23,507.00 S/L 10 23507.4 0 23507.4 0 23507.4 0 23507.4 0 23507.4
Services to Customers 12/01/2002 24,902.00 S/L 10 24901.6 0 24901.6 0 24901.6 0 24901.6 0 24901.6
Services to Customers 12/01/2003 112,443.00 S/L 10 112443.4 0 112443.4 0 112443.4 0 112443.4 0 112443.4
Services to Customers 12/01/2004 7,719.00 S/L 10 7718.5 0 7718.5 0 7718.5 0 77185 0 7718.5
2005 District Additions 06/30/2005 12,900.00 S/L 10 12900 0 12900 0 12900 0 12900 0 12900
2006 District Additions 06/30/2006 12,191.00 S/L 10 12191.45 0 12191.45 0 12191.45 0 12191.45 0 12191.45
Services to Customers - Big Creek 06/30/2006 250,000.00 S/L 10 250000 0 250000 0 250000 0 250000 0 250000
2007 District Additions 06/30/2007 4,844.00 S/L 10 4601.2 243 4844.2 0 4844.2 0 4844.2 0 4844.2
2008 District Additions 06/30/2008 9,514.00 S/L 10 8087.2 951.4 9038.6 475 9513.6 0 9513.6 0 9513.6
2009 District Additions 06/30/2009 3,438.00 S/L 10 2578.5 343.8 2922.3 343.8 3266.1 172 3438.1 0 3438.1
2010 District Additions 06/30/2010 16,372.00 S/L 10 10642.2 1637.2 12279.4 1637.2 13916.6 1637.2 15553.8 818.2 16372
Williamsburg Street 11/30/2011 886,544.00 S/L 10 450658 88654 539312 88654 627966 88654 716620 88654 805274
Holloway Cemetary Rd 10/30/2011 38,100.00 S/L 10 19685 3810 23495 3810 27305 3810 31115 3810 34925
2011 District Additions 06/30/2011 2,519.00 S/L 10 1386 252 1638 252 1890 252 2142 252 2394
2012 District Additions 06/30/2012 3,400.00 S/L 10 1530 340 1870 340 2210 340 2550 340 2890
2013 District Additions 06/30/2013 7,861.00 S/L 10 2751.3 786.1 3537.4 786.1 43235 786.1 5109.6 786.1 5895.7
2014 District Additions 06/30/2014 5,928.00 S/L 10 1482 592.8 2074.8 592.8 2667.6 592.8 3260.4 592.8 3853.2
2015 District Additions 06/30/2015 288.00 S/L 10 43.2 28.8 72 28.8 100.8 28.8 129.6 28.8 158.4
2016 District Additions 06/30/2016 1,104.00 S/L 10 55 110.4 165.4 1104 275.8 110.4 386.2 1104 496.6
2017 District Additions 06/30/2017 1,752.00 S/L 10 87.6 87.6 175.2 262.8 175.2 438 175.2 613.2
2018 District Additions 06/30/2018 480.00 S/L 10 24 24 48 72 48 120
2019 District Additions 06/30/2019 2,205.00 S/L 10 110.25 110.25 220.5 330.75
2020 District AdditionsDaughtery&Pig Skin ~ 11/30/2020 20,780.00 S/L 10 207.8 207.8
2020 District Additions 06/30/2020 709.00 S/L 10 35.45 35.45
1,490,890.00 988551.55 97837.1 1086388.65 97229.3 1183617.95 96716.75 1280334.7 96043.8 1376378.5
355 FLOW MEASURNING DEVICES
Sewage Flow Meter(cont 24) 06/30/2004 8,000.00 S/L 10 8000 0 8000 0 8000 0 8000 0 8000
363.1 PUMPING EQUIPMENT
Transformer from Sewer 03/01/2000 161.00 S/L 10 161 0 161 0 161 0 161
Equipment 10/01/2002 548.00 S/L 10 548.2 0 548.2 0 548.2 0 548.2 0 548.2
24 H.P. Pump 10/01/2002 6,934.00 S/L 20 4565.1 346.7 4911.8 346.7 5258.5 346.7 5605.2 346.7 5951.9
Atlas Machine Submersable 10/01/2002 14,795.00 S/L 20 9246.875 739.75 9986.625 739.75 10726.375 739.75 11466.125 739.75 12205.875
2006 Pumping Equip - Electric 10/01/2002 39,515.00 S/L 20 21733.25 1975.75 23709 1975.75 25684.75 1975.75 27660.5 1975.75 29636.25
2009 Bypass Mobile Pump EPA Funds 10/01/2002 36,012.00 S/L 10 27009 3601.2 30610.2 3601.2 34211.4 1801 36012.4 0 36012.4
2009 Sterns Sewer LIft EPA Funds 10/01/2002 82,901.00 S/L 20 31087.875 4145.05 35232.925 4145.05 39377.975 4145.05 43523.025 4145.05 47668.075
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2009 Holloway Cem RD XS 21147011
2009 Holloway Cem Rd

363.2 PUMPING EQUIPMENT-DIESEL
Emergency Generator(cont 27)

373 TREATMENT & DISPOSAL

391 OFFICE FURNITURE AND EQUIP
Office Furniture and Equipment
Office Furniture

392 TRANSPORTATION EQUIPMENT

11 Ford F150 4x4

07 Chevrolet 4x4

Ford F-350

20 Dodge Ram 3500 Tradesman

393.2 TOOLS, SHOP & GARAGE EQUIP
Wrench
Tapping Machine

393.3 LABORATORY EQUIPMENT
Equipment
Testing Equipment
Spectro Lab Equipment

393.5 COMMUNICATION EQUIP

393.6 OTHER TANGIBLE PROPERTY
Other General Equipment
Other General Equipment
Security System/Digital/Cameras
Wireless Alarm

TOTAL

ACCUMULATED DEP

TOTAL PROP & EQUIP NET OF DEPR
107 CONSTRUCTION IN PROCESS

TOTAL PROPERTY & EQUIPMENT

10/01/2002
10/01/2002

06/30/2004

07/01/2001
09/01/2003

12/17/2010
07/15/2014
08/12/2015
07/02/2020

07/01/2002
07/01/2003

10/01/1998
08/01/2001
06/30/2007

08/01/2003
02/13/2004
10/19/2012
04/29/2011

58,000.00
7,382.00

246,248.00

47,654.00

1,300.00
4,478.00

5,778.00

19,828.00

7,100.00
19,900.00
66,931.00

113,759.00

533.00
1,390.00

1,923.00
572.00
1,485.00

3,424.00

5,481.00

2,122.00
7,000.00
3,609.00
2,728.00
15,459.00

19,229,490.87

19,229,490.87
8,634,689.26

10,594,801.61

10,594,801.61

S/L
S/L

S/L

S/L
S/L

S/L
S/L
S/L
S/L

S/L
S/L

S/L
S/L
S/L

S/L
S/L
S/L
S/L

20
20

20

10
10

(LRGN NG

10
10

10
10
10

10
10
10
10

21750
2583

118523.3

29783.75

1300
4477.6

5777.6

19827.6
3532.833333
9316.479452

32676.91279

533.4
1390

1923.4

572

1485

3250

5307

1449

21222
7000
1232.8
1547

13169.2

6495131.262

2900
369

14077.45

2382.7

o

1420
3980

5400

o

o

174

342

0

0
360.9
273

1173

538292.0613

24650
2952

132761.75

32166.45

1300
4477.6

5777.6

19827.6
4952.833333
13296.47945

38076.91279

533.4
1390

1923.4
572
1485
3424

5649

21222
7000
1593.7
1820
14342.2

7032135.123
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2900
369

14077.45

2382.7

o

1420
3980

5400

o

cocooo

0

0
360.9
273

633.9

536803.1613

27550
3321

146839.2

34549.15

1300
4477.6

5777.6

19827.6
6372.833333
17276.47945

43476.91279

533.4
1390

1923.4

572

1485

3424

5649

21222
7000
1954.6
2093

14976.1

7568938.285

2900
369

12277.25

2382.7

o

727
2624

3351

o

cocoooo

0

0
360.9
273
633.9

532441.4113

532441.4113

0

532441.4113

0

532441.4113

30450 2900

3690 369
159116.45 10476.25
36931.85 2383
1300 0

4477.6 0
5777.6 0
19827.6 0
7099.833333 0
19900.47945 0
6693.1

46827.91279 6693.1
533.4 0

1390 0

1923.4 0

572 0

1485 0

3424 0

0 0

5649 0

0

21222 0

7000 0

23155 360.9

2366 273

15610 633.9
8101379.696 533309.8613
528210

528210

528210

33350
4059

169592.7

39314.55

1300
4477.6

5777.6

19827.6
7099.833333
19900.47945

6693.1

53521.01279

533.4
1390

1923.4

572

1485

3424

5649

21222
7000
2676.4
2639

16243.9

8634689.257
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ASSISTANCE AGREEMENT
BETWEEN
KENTUCKY RURAL WATER FINANCE CORPORATION
AND
MCCREARY COUNTY WATER DISTRICT
DATED
MAY 30, 2012

IN THE AMOUNT OF $4,800,000

This document was prepared by:

RUBIN & HAYS

Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202

(502 39- 752{;
By[_ ,A?M cW/A\uMCd«(/
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ASSISTANCE AGREEMENT

This Assistance A greement made and entered into as of May 30, 2012 (the "Assistance
Agreement”) by and between the Kentucky Rural Water Finance Corporation, a non-profit
agency and instrumentalityof various political subdivisions of the Commonwealth of Kentucky
duly organized and existingunder the laws of the Commonwealth of Kentucky (the "Issuer") and

the McCreary County Water District, P.O. Box 488, Whitley City, Kentucky 42653 (the
"Governmental Agency"):

WITNESSETH

WHEREAS, the Issuer has established its Public Projects Flexible Term Program (the
"Program") designed to provide financing for the expansion, addition and improvements of
public projects for governmental entities under which the Issuer issued its Kentucky Rural Water
Finance Corporation Multimodal Public Projects Revenue Bonds (Flexible Term Program),
Series 2001, dated April 4,2001, in the aggregate principal amount of $46,000,000 (the "Series
2001 Bonds") pursuant to a Trust Indenture dated as of April 4, 2001 (the "Indenture") between
the Issuer and Regions Bank, Nashville, Tennessee (as successor in interest to Fifth Third Bank
and The Bank of New YorkTrust Company, N.A.), as trustee (the "Trustee"), the net proceeds of
which will be applied for the benefit of such governmental entities by making loans, pursuant to
Assistance Agreements; and

WHEREAS, pursuant to the Indenture, the Issuer has authorized the issuance of the
Kentucky Rural Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible
Term Program), Series 2012D (the "Series 2012D Bonds") in the aggregate principal amount of
$15,975,000, pursuant to aSupplemental Trust Indenture No. 46, dated as of May 30, 2012 by
and between the Issuer andthe Trustee, which Series 2012D Bonds will rank on a parity with the
Series 2001 Bonds and the proceeds of which will be used by certain Governmental Agencies to
acquire, construct and equip public projects described in various Assistance Agreements by and
between the Governmental Agencies and the Issuer; and

WHEREAS, the Governmental Agency has outstanding its (i) McCreary County Water
District Waterworks Revenue Bonds, Series 1993, dated June 21, 1994, in the original principal
amount of $794,000, (ii) McCreary County Water District Waterworks Revenue Bonds, Series
1997, dated February 13, 1998, in the original principal amount of $390,000, (iii) McCreary
County Water District Sewer System Revenue Bonds, Series 1997, dated January 14, 1998, in
the original authorized principal amount of $972,000, (iv) McCreary County Water District
Waterworks Revenue Bonds, Series 2001, dated February 6, 2002, in the original principal
amount of $2,500,000, and(v) McCreary County Water District Sewer System Revenue Bonds,
Series 2002A, dated September 6, 2002, in the original authorized principal amount of $850,000
(collectively, the "Refunded Bonds"), which bonds were issued by the Governmental Agency to

make improvements and extensions to the Governmental Agency's water system (the "System");
and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable
and in the public interest to currently refund the Refunded Bonds, in order to effect substantial



debt service savings (the "Project"), and the Issuer has determined that the Project is a project
within the meaning of the Act and the Indenture, thereby qualifying for financial assistance from
the Issuer; and

WHEREAS, the Governmental Agency has designated the Issuer as its instrumentality
and agency; and

WHEREAS, pursuant to this Assistance Agreement the Governmental Agency will
proceed with the Project; and

WHEREAS, in and by the Prior Bond Legislation (as hereinafter defined), the right and
privilege was reserved by the Governmental Agency under conditions and restrictions set out in
said Prior Bond Legislation, of issuing additional bonds from time to time, payable from the
income and revenues of the System and ranking on a parity with the Governmental Agency's
outstanding Prior Bonds (as hereinafter defined), for the purpose, among other things, of
financing the costs of extensions, additions and improvements to the System and refinancing
certain outstanding indebtedness, which conditions and restrictions are found to currently exist
and prevail so as to permit the issuance of certain proposed additional bonds so as to rank, when
issued, on a parity with the outstanding Prior Bonds; and

WHEREAS, it is deemed necessary and advisable for the best interests of the
Governmental Agency that it enter into this Assistance Agreement with the Issuer in order to
borrow funds (the "Loan") in the amount of $4,800,000 [the "Obligations"], for the purpose of
providing funds for the Project, and to reaffirm the conditions and restrictions under which
similar bonds or obligations may be subsequently issued ranking on a parity therewith; and

WHEREAS, under the provisions of Sections 58.010 through 58.140, inclusive, of the
Kentucky Revised Statutes, and under the provisions of the Prior Bond Legislation, the
Governmental Agency is authorized to enter into this Assistance Agreement and to borrow the
Obligations to provide such funds for the purpose aforesaid; and

WHEREAS, the Issuer is willing to cooperate with the Governmental Agency in making
available the Loan pursuant to the Act and the Indenture to be applied to the Project upon the
conditions hereinafter enumerated and the covenants by the Governmental Agency herein
contained; and

WHEREAS, the Issuer and the Governmental Agency have determined to enter into this
Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth their
respective duties, rights, covenants, and obligations with respect to the financing of the Project
subject to the repayment of the Loan and the Obligations and the interest thereon;

NOW, THEREFORE, FOR AND IN CONSIDERATION OF THE MUTUAL
COVENANTS HEREIN SET FORTH, THE LOAN HEREBY EFFECTED AND OTHER
GOOD AND VALUABLE CONSIDERATION, THE RECEIPT OF WHICH IS HEREBY
ACKNOWLEDGED BY EACH PARTY, THE PARTIES HERETO MUTUALLY
COVENANT AND AGREE, EACH WITH THE OTHER AS FOLLOWS:
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Section 1. Definitions. As used in this Assistance Agreement, unless the context
requires otherwise:

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

"Assistance Agreement" refers to this Assistance Agreement authorizing the Loan and the
Obligations.

"Bond Counsel" refers to Rubin & Hays, Kentucky Home Trust Building, 450 South
Third Street, Louisville, Kentucky 40202, or any other nationally recognized individual or firm
in the field of municipal bond law.

"Bond Legislation of 1991B" or "1991B Bond Legislation" refers to the resolution
authorizing the Series 1991B Bonds.

"Bond Legislation of 1993" or "1993 Bond Legislation" refers to the resolution
authorizing the Series 1993 Bonds.

"Bond Legislation of 1997 Water" or "1997 Water Bond Legislation" refers to the
resolution authorizing the Series 1997 Water Bonds.

"Bond Legislation of 1997 Sewer" or "1997 Sewer Bond Legislation" refers to the
resolution authorizing the Series 1997 Sewer Bonds.

"Bond Legislation of 2001" or "2001 Bond Legislation” refers to the resolution
authorizing the Series 2001 Bonds.

"Bond Legislation of 2002A Sewer" or "2002A Sewer Bond Legislation" refers to the
resolution authorizing the Series 2002A Sewer Bonds.

"Bond Legislation of 2005" or "2005 Bond Legislation" refer to the Resolution
authorizing the Series 2005 Bonds.

"Bond Legislation of 2008 - New Liberty" or "2008 New Liberty Bond Legislation" refer
to the Resolution authorizing the Series 2008 Bonds - New Liberty.

"Bond Legislation of 2008 - Cumberland Falls" or "2008 Cumberland Falls Bond
Legislation" refer to the Resolution authorizing the Series 2008 Bonds - Cumberland Falls.

"Bondowner", "Owner", "Bondholder" means and contemplates, unless the context
otherwise indicates, the registered owner of one or more of the Bonds at the time issued and
outstanding hereunder.

"Bonds" refers to the Obligations, the Prior Bonds and any additional Parity Bonds.



"Certified Public Accountants" refers to an independent Certified Public Accountant or
firm of Certified Public Accountants, duly licensed in Kentucky and knowledgeable about the
affaixs of the System and/or of other Governmental Agency financial matters.

"Code" refers to the United States Internal Revenue Code of 1986, as amended, and any
regulations issued thereunder.

"Compliance Group" refers to the Compliance Group identified and defined in the
Indemnture.

"Current Sinking Fund" refers to the McCreary County Water District Water System
Sinking Fund of 2008, described in Section 402 of the 2008 New Liberty Bond Legislation and
the 2008 Cumberland Falls Bond Legislation.

"Engineer" or "Independent Consulting Engineer" refers to an Independent Consulting
Engineer or firm of Engineers of excellent national reputation or of recognized excellent
reputation in Kentucky in the fields of waterworks and sewer engineering.

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

"Funds" refers to the Revenue Fund, the Prior Sinking Fund, the Current Sinking Fund,
the Operation and Maintenance Fund, and the Governmental Agency Account.

"Governing Body" means the Board of Commissioners of the Governmental Agency or
such other body as shall be the governing body of said Governmental Agency under the laws of
Kentucky at any given time.

"Governmental Agency" refers to the McCreary County Water District, P.O. Box 488,
Whitley City, Kentucky 42653.

"Governmental Agency Chief Executive" refers to the Chairman of the Board of
Commissioners of the Governmental Agency.

"Governmental Agency Clerk" refers to the Secretary of the Governmental Agency.

"Indenture" means the Trust Indenture, dated as of April 4, 2001, as originally executed
or as it may from time to time be supplemented, modified or amended by any supplemental
indenture, including the Supplemental Trust Indenture No. 46, dated May 30, 2012, by and
between the Issuer and the Trustee.

"Interest Payment Date" shall mean the 1* day of each month, commencing July 1, 2012
and continuing through and including January 1, 2041 or until the Loan has been paid in full.

“Issuer" refers to the Kentucky Rural Water Finance Corporation, Bowling Green,
Kentucky.



"KIA" refers to the Kentucky Infrastructure Authority, a body corporate and politic and
an agency of the Commonwealth of Kentucky.

"KIA Loan" refers to the loan to the Governmental Agency from the KIA, dated January
1, 2004, in the principal amount of $1,725,714.

"Obligations" refersto the Loan authorized by this Assistance Agreement in the principal
amount of $4,800,000, maturing January 1, 2041.

"Operation and Maintenance Fund" refers to the McCreary County Water District Water
System Operation and Maintenance Fund described in the Prior Bond Legislation, and which
Fund will continue to be maintained for the benefit of all of the Bonds.

"Outstanding Bonds" refers collectively to all outstanding Prior Bonds, the outstanding
Obligations and any outstanding Parity Bonds, and does not refer to any bonds that have been
defeased.

"Parity Bonds' means bonds issued in the future, which will, pursuant to the provisions
of this Assistance Agreement, rank on a basis of parity with the Obligations and shall not be
deemed to include, nor to prohibit the issuance of, bonds ranking inferior in security to the
Obligations.

"Permittec Investments" refers to the following:

(a) Obligations of the United States and of its agencies and instrumentalities,
including obligations subject to repurchase agreements, if delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian. These
investments may be accomplished through repurchase agreements reached with sources
including but not limited tonational or state banks chartered in the Commonwealth of Kentucky;

(b) Obligations and contracts for future delivery or purchase of obligations backed by
the full faith and credit of the United States or a United States government agency, including but
not limited to:

i. United States Treasury;
il. Ex port-Import Bank of the United States;
iil. Farmers Home Administration;
iv. Government National Mortgage Corporation; and
V. Merchant Marine bonds;
(©) Obligations of any corporation of the United States government, including but not
limited to:
I Federal Home Loan Mortgage Corporation;
il. Federal Farm Credit Banks;
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iii. Bank for Cooperatives;

iv. Federal Intermediate Credit Banks;

v. Federal Land Banks;

vi. Federal Home Loan Banks;

Vil. Federal National Mortgage Association; and

viii.  Tennessee Valley Authority;

(d) Certificates of deposit issued by or other interest-bearing accounts of any bank or
savings and loan institutions which are insured by the Federal Deposit Insurance Corporation or
similar entity or which are collateralized, to the extent uninsured, by any obligations, including
surety bonds, permitted by KRS Section 41.240(4);

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan
imstitution rated on one (1) of the three (3) highest categories by a nationally recognized rating
agency;

() Banker's acceptances for banks rated in one (1) of the three (3) highest categories
by a nationally recognized rating agency;

(g) Commercial paper rated in the highest category by a nationally recognized rating
agency;

(h) Bonds or cettificates of indebtedness of the Commonwealth of Kentucky and of
its agencies and instrume ntalities;

(1) Securities issued by a state or local government, or any instrumentality of agency
thereof, in the United States, and rated in one (1) of the three (3) highest categories by a
nationally recognized rating agency; and

() Shares of mutual funds, each of which shall have the following characteristics:

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

1. The management company of the investment company shall have been in
operation for at least five (5) years; and

iil. All of the securities in the mutual fund shall be eligible investments under

this section.

Investments in the above instruments are subject to the following conditions and
limitations:

(a) The amount of money invested at any time by a local government or political
subdivision in one (1) or more of the categories of investments authorized by subsection (e), (f),
(g), and (i) of this definition shall not exceed twenty percent (20%) of the total amount of money
invested by the local government; and



(b) No local government or political subdivision shall purchase any investment
authorized herein on a margin basis or through the use of any similar leveraging technique.

"Prior Bond Legislation" refers collectively to the 2004A Assistance Agreement and the
2005 Bond Legislation.

"Prior Bonds" refers collectively to Series 2004A Loan, Series 2005 Bonds, and the KIA
Loan.

"Prior Sinking Fund" refers to the McCreary County Water District Water System
Revenue Bond and Interest Sinking Fund, described in Section 401 of the 2008 New Liberty
Bond Legislation and the 2008 Cumberland Falls Bond Legislation.

"Program" refers to the Issuer's Public Projects Flexible Term Program designed to
provide financing for the expansion, addition and improvement of public projects for
governmental entities.

"Program Administrator" refers to the Kentucky Rural Water Association, Inc., Bowling
Green, Kentucky.

"Program Reserve Fund" refers to the Program Reserve Fund created and established
pursuant to Section 4.2 of the Indenture.

"Project”" refers to financing the cost to currently refund the outstanding Refunded
Bonds, with the proceeds of the Obligations.

"Refunded Bonds" refers to the Series 1993 Bonds, Series 1997 Water Bonds, Series
1997 Sewer Bonds, Series 2001 Bonds, and Series 2002A Sewer Bonds.

"Revenute Fund" refers to the McCreary County Water District Water System Revenue
Fund created in the Prior Bond Legislation and which Revenue Fund will continue to be
maintained for the benefit of all of the Bonds.

"Series 1993 Bonds" refers to the outstanding McCreary County Water District Water
System Revenue Bonds, Series of 1993, dated June 21, 1994, in the original authorized principal
amount of $794,000.

"Series 1997 Water Bonds" refers to the outstanding McCreary County Water District
Water System Revenue Bonds, Series of 1997, dated February 13, 1998, in the original
authorized principal amount of $390,000.

"Series 1997 Sewer Bonds" refers to the outstanding McCreary County Water District
Sewer System Revenue Bonds, Series 1997, dated January 14, 1998, in the original authorized
principal amount of $972,000



"Series 2001 Bonds" refers to the outstanding McCreary County Water District Water
System Revenue Bonds, Series of 2001, dated February 6, 2002, in the original authorized
principal amount of $2,500,000.

"Series 2002A Sewer Bonds" refers to the outstanding McCreary County Water District
Sewer System Revenue Bonds, Series 2002A, dated September 6, 2002, in the original
authorized principal amount of $850,000

"Series 2004A Assistance Agreement” or "2004A Assistance Agreement" refers to the
Assistance Agreement between the Kentucky Rural Water Finance Corporation and the
Governmental Agency, dated March 24, 2004, authorizing the loan in the principal amount of
$2,050,000 from the Kentucky Rural Water Finance Corporation Public Projects Refunding
Revenue Bonds (Flexible Term Program), Series 2004A.

"Series 2004A Loan" refers to the loan to the Governmental Agency in the principal
amount of $2,050,000, dated March 24, 2004, from the Kentucky Rural Water Finance
Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program), Series 2004A.

"Series 2005 Bonds" refers to the outstanding McCreary County Water District Water
System Revenue Bonds, Series 2005, dated August 31, 2005, in the original authorized principal
amount of $750,000.

"Series 2008 New Liberty Bonds" refers to the outstanding McCreary County Water
District Water System Revenue Bonds, Series 2008 (New Liberty Project), dated October 29,
2008, in the original authorized principal amount of $325,000.

"Series 2008 Cumberland Falls Bonds" refers to the outstanding McCreary County Water
District Water System Revenue Bonds, Series 2008 (Cumberland Falls Project), dated October
29, 2008, in the original authorized principal amount of $150,000.

“System" refers to the Governmental Agency's water system, together with all future
extensions, additions and improvements to said System.

"Treasurer" refers to the Treasurer of the Governmental Agency.
"Trustee" refers to Regions Bank, Nashville, Tennessee.

"U.S. Obligations" refers to bonds, notes, or Treasury Bills, which are direct obligations
of the United States of America or obligations fully guaranteed by the United States of America,
including book-entry obligations of the United States Treasury-State and Local Government

Series, and Trust Receipts representing an ownership interest in direct obligations of the United
States.

Section 2. Reaffirmation of Declaration of Water System. That all proceedings
heretofore taken for the establishment of and the supplying of water service in and to said
Governmental Agency as a water system are hereby in all respects ratified and confirmed; and so
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long as any of the Obligations hereinafter authorized or permitted to be issued remain
outstanding, said System shall be owned, controlled, operated and maintained for the security
and source of payment of the Obligations. Said System is hereby declared to constitute a public
project within the meaning and application of Sections 58.010 to 58.140, inclusive, of the
Kentucky Revised Statutes.

Section 3. Authorization of Obligations; Place of Payment; Manner of
Execution. That pursuant to the Constitution and laws of Kentucky, and particularly said
Sections 58.010 through 58.140, inclusive, of the Kentucky Revised Statutes, the Governmental
Agenicy hereby authorizes the borrowing of $4,800,000 from the Program, for the purpose of
providing funds for the Project.

Said Obligations shall mature in such principal amounts, and shall bear interest as set
fortha in Exhibit A attached hereto.

The principal of, redemption price, if any, and interest on the Obligations shall be
payable in lawful money of the United States of America on the Interest Payment Date to the
Trustee for the Program. Such payment shall be made by the Governmental Agency from funds
on deposit in the Prior Sinking Fund pursuant to the ACH Debit Direct Payment Method (the
"ACH Debit Direct Payment Method") as described and detailed in the ACH Debit Direct
Payrment Authorization Form (the "ACH Authorization Form") in a form as provided by the
Trustee to the Governmental Agency. The ACH Authorization Form shall be completed, signed
and forwarded to the Trustee prior to the Governmental Agency receiving any of the proceeds of
the Loan.

Pursuant to the ACH Debit Direct Payment Method, there shall be transferred to the
Trustee on or before each Interest Payment Date, from the Prior Sinking Fund, the amounts set
fortta as sinking fund payments on Exhibit A attached hereto.

In addition, in the event the Issuer is required to withdraw moneys from the Program
Reserve Fund established pursuant to the Indenture to pay the principal of and interest on the
Obligations and any other payments due under this Assistance Agreement on behalf of the
Governmental Agency (the "Reserve Withdrawal"), the Governmental Agency shall pay to the
Trustee, each amount set forth as sinking fund payments on Exhibit A attached hereto, pursuant
to the ACH Debit Direct Payment Method an amount equal to at least 1/12 of the Reserve
Withdrawal, plus accrued interest thereon at the rate equal to the highest rate of interest paid by
the anvestments making up the Program Reserve Fund until such Reserve Withdrawal has been
replenished.

Section 4. Redemption.

(a) Optional Redemption. Subject to the prior written approval of the Compliance
Group, the Obligations maturing on or after January 1, 2022 are subject to optional redemption,
in whole or in part, by the Governmental Agency prior to their stated maturity, at any time
falling on or after January 1, 2021 at a redemption price equal to 100% of the principal amount
of thie Obligations called for redemption, plus unpaid interest accrued to the date of redemption.
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In the event that the Governmental Agency desires to optionally redeem a portion of its
Obligations, such redemption shall be in a denomination equal to $5,000 or any integral multiple
thereof.

(b) Notice of Redemption. The Governmental Agency shall give the Issuer and the
Trustee notice of any redemption by sending at least one such notice by first class United States
mail not less than 45 and not more than 90 days prior to the date fixed for redemption.

All of said Obligations as to which the Governmental Agency reserves and exercises the
right of redemption and as to which notice as aforesaid shall have been given, and for the
retirement of which, upon the terms aforesaid, funds are duly provided, will cease to bear interest
on the redemption date.

Section 5. Recognition of Prior Bonds. The Governmental Agency hereby
expressly recognizes and acknowledges that the Governmental Agency 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 set forth in the Prior Bonds and in the Prior
Bond Legislation.

Section 6. Obligations Payable Out of Revenues on a Parity with Prior Bonds.
All of the Obligations and Prior Bonds, together with the interest thereon and such additional
bonds ranking on a parity therewith heretofore issued and outstanding and that may be hereafter
issued and outstanding from time to time under the conditions and restrictions hereinafter set
forth, shall be payable out of the Prior Sinking Fund, as heretofore created in the Prior Bond
Legislation and as hereinafter more specifically provided and shall be a valid claim of the holder
thereof only against said fund and the fixed portion or amount of the income and revenues of the
System of said Governmental Agency pledged to said fund.

Section 7. Compliance with Parity Coverage Requirements of the Prior Bond
Legislation. It is hereby declared that in accordance with the provisions of the Prior Bond
Legislation, and prior to the issuance of any of the Obligations hereby authorized, there will be
procured and filed with the Governmental Agency Clerk of said Governmental Agency any and
all statements or certifications for the purpose of having both principal and interest on the Prior
Bonds and the Obligations hereby authorized payable on a parity from the income and revenues
of said System with said outstanding Prior Bonds.

Section 8. Flow of Funds. All proceedings preliminary to and in connection with
the issuance of the Prior Bonds, whereby provision was made for the receipt, custody, and
application of the proceeds of the Prior Bonds; for the operation of said System on a revenue-
producing basis; for the segregation, allocation, and custody of the revenues derived from the
operation of the System; and for the enforcement and payment of the Prior Bonds; and all other
covenants for the benefit of the bondholders set out in the Prior Bond Legislation, are hereby
ratified and confirmed and shall continue in force and inure to the security and benefit of the
Bonds, the same as if such provisions and proceedings were repeated in full herein; provided,
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further, that, hereafter, the income and revenues of the System shall be collected, segregated,
accounted for, and distributed as follows:

A. Revenue Fund. The Governmental Agency 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 Governmental
Agency only for the purpose and in the manner and order of priorities specified in the Prior Bond
Legislation, as hereinafter modified by this Assistance Agreement, all as permitted by the Act,
and in accordance with previous contractual commitments.

B. Prior Sinking Fund. It is hereby recognized that the Governmental
Agency is obligated upon the issuance of the Obligations to provide for additional debt service
requirements of the Obligations.

There shall be transferred from the Revenue Fund and deposited into the Prior
Sinking Fund on or before the 20th day of each month, for payment of interest on and principal
of the Prior Bonds and the Obligations a sum equal to the total of the following:

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

(2) A sum equal to one-twelfth (1/12) of the principal of any Prior Bonds and
the Obligations maturing on the next succeeding principal payment date.

Said Prior Sinking Fund shall be used solely and only and is hereby pledged for
the purpose of paying the principal of and interest on the Prior Bonds and the Obligations.

C. Current Sinking Fund. After the monthly transfers required in the
preceding paragraphs have been paid from the Revenue Fund, there shall next be transferred
from the Revenue Fund and deposited into the Current Sinking Fund on or before the 20th day of
each month, for payment of interest on and principal of the Series 2008 New Liberty Bonds and
the Series 2008 Cumberland Falls Bonds, a sum equal to the total of the following:

(H An amount equal to one-sixth (1/6) of the next succeeding six-month
interest payment to become due on the Series 2008 New Liberty Bonds
and the Series 2008 Cumberland Falls Bonds then outstanding, plus

(2) A sum equal to one-twelfth (1/12) of the principal of any Series 2008 New
Liberty Bonds and the Series 2008 Cumberland Falls Bonds maturing on
the next succeeding principal payment date.

Said Current Sinking Fund shall be used solely and only and is hereby pledged for
the purpose of paying the principal of and interest on the Series 2008 New Liberty Bonds and the
Series 2008 Cumberland Falls Bonds.
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If the Govemmental Agency 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,
first, the Prior Sinking Fund, then the Current Sinking Fund out of the first available revenues in
the ensuing months, which amount shall be in addition to the monthly deposits otherwise
required during such succeeding months.

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
Governmental Agency's annual budget.

E. 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 Prior Sinking Fund to be applied to the
maximum extent feasible, to the prompt purchase or redemption of Outstanding Bonds.

Provided, however, notwithstanding anything to the contrary in any Prior Bond
Legislation, the Governmental Agency shall be allowed a credit to the extent of moneys on
deposit in the Program Reserve Fund for the purpose of meeting any parity requirements in any
Prior Bond Legislation; subject however, to the limitation that moneys in the Program Reserve
Fund may only be used to make payments of the Government Agency due under this Assistance
Agreement, if necessary, and; provided further, that the Trustee may not seek payment for any
reserve funds held by the Governmental Agency under any Prior Bond Legislation for payment
of any amounts due from the Governmental Agency under this Assistance Agreement.

Section 9. Disposition of Proceeds of the Obligations; Governmental Agency
Account. Upon (i) the execution of this Assistance Agreement, (ii) the delivery of this
Assistance Agreement to the Trustee, (ii1) certification of the Compliance Group that the Loan is
to be accepted in the Program, and (iv) upon receipt by the Governmental Agency of the
proceeds of the Obligations, the proceeds shall be applied as follows:

(a) Disposition of the Proceeds. There shall first be deducted and paid from the
proceeds of the Obligations the fees and costs incurred by the Governmental Agency and any
other pertinent expenses incident to the issuance, sale and delivery of the Obligations and such
other appropriate expenses as may be approved by the Governmental Agency Chief Executive,
including but not limited to the Governmental Agency's pro rata share of the Program's fees and
expenses.

The balance shall be deposited to the Governmental Agency Account to be used for the
Project.
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(b) Governmental Agency Account. It is hereby acknowledged that a fund entitled
"McCreary County Water District Governmental Agency Account” (the "Governmental Agency
Account”) has been created and maintained by the Trustee pursuant to the Indenture; and such
amount on deposit in said Governmental Agency Account shall be transferred to the Rural
Development (the "RD") of the Department of Agriculture of the United States of America, the
holder of the Refunded Bonds, as may be required:

(1) To pay the interest on the Refunded Bonds to and including May 31, 2012;
and

(2) To redeem on May 31, 2012 at a price equal to 100% of principal amount
the Refunded Bonds that as of that date have not been redeemed, retired or otherwise

paid, thereby defeasing the pledge of revenues and the property securing the Refunded
Bonds.

Investment income derived from investment of the Governmental Agency Account,
which shall be invested in Permitted Investments in accordance with this Assistance Agreement,
shall, as received, be deposited in the Governmental Agency Account.

The Trustee shall be obligated to send written notice to the Governmental Agency of the
need for investment directions if and whenever funds in excess of $50,000 shall remain
uninvested for a period of more than five days. In the absence of written direction from the
Governmental Agency with respect to investment of moneys held in the Governmental Agency
Account, the Trustee is hereby directed to invest funds in money market mutual funds of the
Trustee or its affiliates that qualify as Permitted Investments under this Assistance Agreement.

No expenditure shall be made from the Governmental Agency Account except for proper
and authorized expenses relating to the Project as approved by the Governmental Agency.

After completion of the Project, any balance then remaining on deposit in the
Governmental Agency Account shall, subject to any and all applicable legal provisions and
applicable arbitrage re gulations necessary to assure the exemption of interest on the Obligations
from Federal income taxation, upon orders of the Governing Body, be transferred to the Prior
Sinking Fund, to be used for the purposes thereof.

Section 10.  Arbitrage Limitations.

(a) The Governmental Agency covenants that neither the proceeds of the Obligations,
nor "Non-Exempt Revenues" of the System, as defined below, will be invested in investments
which will produce a net adjusted yield in excess of the net interest cost (effective yield) of the
Obligations, if such investment would cause such Obligations to be treated as "arbitrage bonds"
within the meaning of Section 148 of the Internal Revenue Code, as amended, and the applicable
regulations thereunder; provided, however, that such proceeds and/or revenues may be invested
to whatever extent and whenever the Code and/or applicable regulations permit same to be
invested without causing the Obligations to be treated as "arbitrage bonds."
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(b) "Non-Exempt Revenues" within the meaning of the foregoing shall be deemed to
xefer to revenues of the System deposited in any of the funds earmarked for or reasonably
expected to be used for the payment of debt service on the Obligations, in excess of "Exempt
Revenues," which Exempt Revenues are:

(1) amounts deposited in the Prior Sinking Fund for the purpose of paying
debt service on any Obligations against the System within thirteen (13) months from the
date of deposit; and

(2) amounts deposited in a depreciation fund or any similar reserve for
replacements, reasonably expected to be used for extensions, additions, improvements 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).

(©) If, and to the extent that any Non-Exempt Revenues are on deposit and are
available for investment by reason of the foregoing, such funds shall be subject to the investment
limitations set out in Subsection (a) above.

(d) On the basis of information furnished to the Governmental Agency, on known
facts, circumstances and reasonable expectations on the date of enactment of this Assistance
Agreement, the Governmental Agency certifies as follows:

(1) That it is not expected or contemplated that the proceeds of the
Obligations will be used or invested in any manner which will cause any of the
Obligations to be treated as "arbitrage bonds" within the meaning of Section 148 of the
Code and the applicable regulations thereunder.

(2) That it is not expected or contemplated that the Governmental Agency will
make any use of the proceeds of the Obligations, which, if such use had been reasonably
anticipated on the date of issuance of the Obligations, would have caused the Obligations
to be arbitrage bonds.

(3) That it is expected and contemplated that the Governmental Agency will
comply with (i) all of the requirements of Section 148 of the Code; and (ii) all of the
requirements of the applicable regulations thereunder, to whatever extent is necessary to
assure that the Obligations will not be treated as arbitrage bonds.

4) That it is anticipated that amounts on deposit in the Prior Sinking Fund
will be used within 13 months from the date of deposit for the payment of debt service on

the outstanding Obligations and all Prior Bonds payable from said Prior Sinking Fund.

(5) That amounts accumulated in the Prior Sinking Fund shall not exceed the
limitations set forth in this Assistance Agreement.
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6) That it is not reasonably anticipated that amounts accumulated in a
depreciation fund will be used for payment of debt service on any bonds payable from the
revenues of the System, even though such depreciation fund will be so available if
necessary to preventa default in the payment of principal and interest on such bonds.

Prior to or at the time of delivery of the Obligations, the Governmental Agency Chief
Executive and/or the Govemmental Agency Treasurer are authorized to execute the appropriate
certification with reference to the matters referred to above, setting out all known and
contemplated facts concerning such anticipated investment of the proceeds of the Obligations,
including the execution of necessary and/or desirable certifications of the type contemplated by
the Code and applicable regulations, as amended, in order to assure that interest on the
Obligations will be exempt from all federal income taxes and that the Obligations will not
constitute or be treated as arbitrage bonds.

Section 11.  Parity Bonds. The Obligations shall not be entitled to priority one over
the other in the application of the income and revenues of the System, regardless of the time or
times of their issuance, it being the intention that there shall be no priority among the
Obligations, regardless of the fact they may be actually issued and delivered at different times,
and provided further that the lien and security of and for any bonds or obligations hereafter
issued that are payable from the income and revenues of the System, shall, except as set out
herein, be subject to the priority of the Prior Bonds and the Obligations as may from time to time
be outstanding; provided the Governmental Agency has in said Prior Bond Legislation reserved
the right and privilege, and does hereby reserve the right and privilege, of issuing additional
bonds from time to time payable from the income and revenues of the System ranking on a parity
with the Prior Bonds and with the Obligations, but only under the conditions specified in the
Prior Bond Legislation, which conditions are hereinafter repeated, taking into account the
issuance of the Obligations.

The Governmental Agency reserves the right 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 from, the revenues of the System pledged to
the Prior Bonds and the Obligations, provided;

(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 for the
additional Parity Bonds and for the Outstanding Bonds.

(b) The Governmental Agency is in compliance with all covenants and undertakings
in connection with all of the Qutstanding 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 certified 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 Outstanding Bonds payable from the
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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 approximately 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.

(e) Reference is made to the necessity of obtaining the written consent of the United
States Department of A griculture Farmers Home Administration or its successor [the "FHA"] for
the issuance of future bonds encumbering the System while the FHA holds any bonds payable
from the revenues of the System.

(f) The Governmental Agency reserves the right to issue Parity Bonds to refund or
refinance any part or all of the Obligations, provided that prior to the issuance of such Parity
Bonds for that purpose, there shall have been procured and filed with the Governmental Agency
Clerk of the Governmental Agency a statement by a Certified Public Accountant, as defined
herein, reciting the opinion based upon necessary investigation that:

(1) after the issuance of the Parity Bonds, the annual net revenues, as adjusted
and defined above, of the then existing system for the fiscal year preceding the date of
issuance of the Parity Bonds, after taking into account the revised debt service
requirements resulting from the issuance of the Parity Bonds and from the elimination of
the Outstanding Bonds being refunded or refinanced thereby, are equal to not less than
120% of the average annual debt service requirements then scheduled to fall due in any
fiscal year thereafter for principal of and interest on all of the Outstanding Bonds payable
from the revenues of the System, calculated in the manner specified above; or

(2) in the alternative, that the average annual debt service requirements for the
proposed Parity Bonds, in any year of maturities thereof after the redemption of the
Obligations scheduled to be refunded through the issuance of the proposed Parity Bonds,
shall not exceed the average annual debt service requirements applicable to the then
outstanding Obligations for any year prior to the issuance of the proposed Parity Bonds
and the redemption of the Outstanding Bonds to be refunded.
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Section 12. Rates and Charges for Services of the System. While there are any
Outst anding Bonds, the rates for all services of the System rendered by the Governmental
Agen cy to its citizens, corporations, or others requiring the same, shall be reasonable and just,
taking into account and consideration the cost and value of said System, the cost of maintaining
and operating the same, the proper and necessary allowances for depreciation thereof, and the
amownts necessary for the retirement of the Outstanding Bonds and the accruing interest on all
Outst anding Bonds as may be outstanding under the provisions of this Assistance Agreement and
the PPrior Bond Legislation, and there shall be charged such rates and amounts as shall be
adequuate to meet all requirements of the provisions of this Assistance Agreement. Prior to the
issuamce of the Obligations a schedule of rates and charges for the services rendered by the
System to all users adequate to meet all requirements of this Assistance Agreement has been
established and adopted.

The Governmental Agency covenants that it will not reduce the rates and charges for the
servicces rendered by the System without first filing with the Governmental Agency Clerk a
certification of an Independent Consulting Engineer or a Certified Public Accountant that the
annual net revenues (as defined in Section 11 hereof) of the then existing System for the fiscal
year preceding the year in which such reduction is proposed, as such annual net revenues are
adjus ted, after taking into account the projected reduction in annual net revenues anticipated to
resul€ 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 11
hereof.

The Governmental Agency also covenants to cause a report to be filed with the
Goveeming Body within four months after the end of each fiscal year by a Certified Public
Acco untant, setting forth the precise debt service coverage percentage of the average annual debt
service requirements falling due in any fiscal year thereafter for principal of and interest on all of
the tlhen Outstanding Bonds payable from the revenues of the System, produced or provided by
the n et revenues of the System in that fiscal year, calculated in the manner specified in Section
Il hereof; and the Governmental Agency covenants that if and whenever such report so filed
shall establish that such coverage of net revenues for such year was less than 120% of the
averaage annual debt service requirements, the Governmental Agency shall increase the rates by
an ammount sufficient, in the opinion of such Certified Public Accountant, to establish the
existence of or immediate projection of, such minimum 120% coverage.

Section 13.  All Obligations of this Issue Are Equal. The Obligations authorized and
permitted to be issued hereunder, and from time to time outstanding, shall not be entitled to
priordity one over the other in the application of the income and revenues of the System regardless
of thetime or times of their issuance, it being the intention that there shall be no priority among
the Obligations, the Prior Bonds and any Parity Bonds authorized or permitted to be issued under
the provisions of this Assistance Agreement, regardless of the fact that they may be actually
issue dand delivered at different times.

Section 14. Defeasance and/or Refunding of Obligations. The Governmental
Agerxcy reserves the right, at any time, to cause the pledge of the revenues securing the
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outstanding Obligations to be defeased and released by paying an amount into an escrow fund
sufficient, when invested (or sufficient without such investment, as the case may be) in cash
and/or U.S. Obligations, to assure the availability in such escrow fund of an adequate amount (a)
to call for redemption and to redeem and retire all of such outstanding Obligations, both as to
principal and as to interest, on the next or any optional redemption date, including all costs and
expenses in connection therewith, and to pay all principal and interest falling due on the
outstanding Obligations to and on said date, or (b) to pay all principal and interest requirements
on the outstanding Obligations as same mature, without redemption in advance of maturity, the
determination of whether to defease under (a) or (b) or both to be made by the Governing Body.
Such U.S. Obligations shall have such maturities as to assure that there will be sufficient funds
for such purpose. If such defeasance is to be accomplished pursuant to (a), the Governmental
A gency shall take all steps necessary to publish the required notice of the redemption of the
outstanding Obligations and the applicable redemption date. Upon the proper amount of such
investments being placed in escrow and so secured, such revenue pledge shall be automatically
fully defeased and released without any further action being necessary.

Section 15.  Contractual Nature of Assistance Agreement. The provisions of this
Assistance Agreement shall constitute a contract between the Governmental Agency and the
Issuer; and after the issuance of any of such Obligations, no change, variation or alteration of any
kind in the provisions of this Assistance Agreement, nor of the Prior Bond Legislation, shall be
made in any manner except as herein or therein provided until such time as all of the Bonds
authorized thereby and the interest thereon have been paid or provided for in full, or as otherwise
provided herein; provided (a) that the Governing Body may enact legislation for any other
purpose not inconsistent with the terms of this Assistance Agreement, and which shall not impair
the security of the Issuer 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 ordinance
or other proceedings pertaining hereto.

Section 16. Appointment and Duties of Trustee. The Trustee is hereby designated
as the bond registrar and paying agent with respect to the Obligations.

Its duties as Trustee shall be as follows:

(a) To register all of the Obligations in the names of the Issuer;

(b) To cancel and destroy (or remit to the Governmental Agency for destruction, if so
requested by the Governmental Agency) all exchanged, matured, retired and redeemed
Obligations, and to maintain adequate records relevant thereto;

(©) To remit, but only to the extent that all required funds are made available to the
Trustee by the Governmental Agency, semiannual interest payments directly to the Issuer's
accounts for the Program;

(d) To notify the Issuer of any Obligations to be redeemed and to redeem Obligations

pxior to their stated maturity upon receiving sufficient funds; and

18



(e) To supply the Governmental Agency with a written accounting evidencing the
payment of interest on and principal of the Obligations within thirty (30) days following each
respective due date.

The Trustee shall beentitled to the advice of counsel and shall be protected for any acts
taken by it in good faith inreliance upon such advice. The Trustee shall not be liable for any
actions taken in good faith and believed by it to be within its discretion or the power conferred

upon it by this Assistance Agreement, or the responsibility for the consequences of any oversight
or error in judgment.

The Trustee may at any time resign from its duties set forth in this Assistance Agreement
by filing its resignation with the Governmental Agency Clerk and notifying the Issuer.
Thereupon, the Issuer shallnotify the Governmental Agency of a successor Trustee which shall
be an incorporated bank or trust company authorized to transact business in the United States of
America. Notwithstanding the foregoing, in the event of the resignation of the Trustee, provision
shall be made for the orderly transition of the books, records and accounts relating to the
Obligations to the successor Trustee in order that there will be no delinquencies in the payment
of interest or principal due on the Obligations.

Section 17. Provisions in Conflict Repealed. All ordinances, resolutions and orders,
or parts thereof, in conflict herewith are, to the extent of such conflict, hereby repealed; and it is
hereby specifically ordered and provided that any proceedings heretofore taken for the issuance
of other bonds payable or secured in any manner by all or any part of the income and revenues of
the System, or any part thereof, and which have not heretofore been issued and delivered, are
hereby revoked and rescinded, and none of such other bonds shall be issued and delivered.

Section 18. Covenant of Governmental Agency to Take All Action Necessary to
Assure Compliance with the Internal Revenue Code of 1986. In order to assure purchasers of
the Obligations that interest thereon will continue to be exempt from federal and Kentucky
income taxation (subject to certain exceptions set out below), the Governmental Agency
covenants to and with the Issuer that (1) the Governmental Agency will take all actions
necessary to comply with the provisions of the Code, (2) the Governmental Agency will take no
actions which will violate any of the provisions of the Code, or would cause the Obligations to
become "private activity bonds" within the meaning of the Code, (3) none of the proceeds of the
Obligations will be used for any purpose which would cause the interest on the Obligations to
become subject to federal income taxation, and the Governmental Agency will comply with any
and all requirements as to rebate (and reports with reference thereto) to the United States of
Anmerica of certain investrment earnings on the proceeds of the Obligations.

The Governmental Agency reserves the right to amend this Assistance Agreement but
only with the consent of the Issuer (i) to whatever extent shall, in the opinion of Bond Counsel,
be deemed necessary to assure that interest on the Obligations shall be exempt from federal
income taxation, and (ii) towhatever extent shall be permissible (without jeopardizing such tax
exemption or the security of such owners) to eliminate or reduce any restrictions concerning the
investment of the proceeds of these Obligations, or the application of such proceeds or of the
revenues of the System. The purchasers of these Obligations are deemed to have relied fully
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upon these covenants and undertakings on the part of the Governmental Agency as part of the
consideration for the purchase of the Obligations. To the extent that the Governmental Agency
obtains an opinion of nationally recognized bond counsel to the effect that non-compliance with
any of the covenants contained in this Assistance Agreement or referred to in this Assistance
Agreement would not subject interest on the Obligations to federal income taxes or Kentucky
income taxes, the Governmental Agency shall not be required to comply with such covenants or
requirements.

This Assistance Agreement is enacted in contemplation that Bond Counsel will render an
opinion as to exemption of principal of the Obligations from Kentucky ad valorem taxation and
as to exemption of interest on the Obligations from federal and Kentucky income taxation, based
on the assumption by Bond Counsel that the Governmental Agency complies with covenants
made by the Governmental Agency with respect to compliance with the provisions of the Code,
and based on the assumption of compliance by the Governmental Agency with requirements as
to any required rebate (and reports with reference thereto) to the United States of America of
certain investment earnings on the proceeds of the Obligations. The Governmental Agency has
been advised that based on the foregoing assumptions of compliance, Bond Counsel is of the

opinion that the Obligations are not "arbitrage bonds" within the meaning of Section 148 of the
Code.

Section 19. Insurance.

(a) Fire and Extended Coverage. 1If and to the extent that the System includes
structures above ground level, the Governmental Agency shall, upon receipt of the proceeds of
the sale of the Obligations, if such insurance is not already in force, procure fire and extended
coverage insurance on the insurable portion of all of the facilities of the System, of a kind and in
such amounts as would ordinarily be carried by private companies or public bodies engaged in
operating a similar utility.

The foregoing fire and extended coverage insurance shall be maintained so long as any of
the Obligations are outstanding and shall be in amounts sufficient to provide for not less than full
recovery whenever a loss from perils insured against does not exceed eighty percent (80%) of the
full insurable value of the damaged facility.

In the event of any damage to or destruction of any part of the System the Governmental
Agency shall promptly arrange for the application of the insurance proceeds for the repair or
reconstruction of the damaged or destroyed portion thereof.

(b)  Liability Insurance on Facilities. So long as any of the Obligations are
outstanding, the Governmental Agency shall, procure and maintain, public liability insurance
relating to the operation of the facilities of the System, with limits of not less than $200,000 for
one person and $1,000,000 for more than one person involved in one accident, to protect the
Governmental Agency from claims for bodily injury and/or death; and not less than $200,000
from claims for damage to property of others which may arise from the Governmental Agency's
operations of the System and any other facilities constituting a portion of the System.
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(c) Vehicle Liability Insurance. If and to the extent that the Governmental Agency
owns or operates vehicles in the operation of the System, upon receipt of the proceeds of the
Obligations, the Governmental Agency shall, if such insurance is not already in force, procure
and maintain, so long as any of the Obligations are outstanding, vehicular public liability
insurance with limits of notless than $200,000 for one person and $1,000,000 for more than one
person involved in one accident, to protect the Governmental Agency from claims for bodily
injury and/or death, and not less than $200,000 against claims for damage to property of others
which may arise from the operation of such vehicles by the Governmental Agency.

Section 20. Event of Default; Remedies. The following items shall constitute an
"Event of Default" on the part of the Governmental Agency:

(a) The failure to pay principal on the Obligations when due and payable, either at
maturity or by proceedings for redemption;

(b) The failure to pay any installment of interest on the Obligations when the same
shall become due and payable;

(©) The failure of the Governmental Agency to fulfill any of its obligations pursuant
to this Assistance Agreement and to cure any such failure within 30 days after receipt of written
notice of such failure; and/or

(d) The failure to promptly repair, replace or reconstruct essential facilities of the
System after any major damage and/or destruction thereof.

Upon the occurrence of an Event of Default, the Issuer or the Trustee on its behalf, as
owner of the Obligations, may enforce and compel the performance of all duties and obligations
of the Governmental Agency as set forth herein. Upon the occurrence of an Event of Default,
then, upon the filing of suit by the Trustee or the Issuer, any court having jurisdiction of the
action may appoint a receiver to administer the System on behalf of the Governmental Agency,
with power to charge and collect rates sufficient to provide for the payment of the principal of
and interest on the Obligations, and for the payment of operation and maintenance expenses of
the System, and to provide and apply the income and revenues in conformity with this Assistance
Agreement and with the laws of the Commonwealth of Kentucky.

In addition to and apart from the foregoing, upon the occurrence of an Event of Default,
the owner of any of the Obligations may require the Governmental Agency by demand, court
order, injunction, or otherwise, to raise all applicable rates charged for services of the System a
reasonable amount, consistent with the requirements of this Assistance Agreement.

Section 21. Annual Reports. The Governmental Agency hereby agrees to provide or
cause to be provided to the Issuer and the Compliance Group audited financial statements
prepared in accordance with generally accepted accounting principles (commencing with the
fiscal year ended December 3 1, 2011) and such other financial information and/or operating data
as requested by the Issuer or the Compliance Group.
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The annual financial information and operating data, including audited financial
statements, will be made available on or before 120 days after the end of each fiscal year.

Section 22. Supplemental Assistance Agreement. The Governmental Agency may,
but only with the consent of the Issuer, execute one or more supplemental Assistance
Asgreements as shall not be inconsistent with the terms and provisions hereof for any one or more
of the following purposes:

(a) to cure any ambiguity or formal defect or omission in this Assistance Agreement;

(b) to subject to the lien and pledge of this Assistance Agreement additional
revenues, properties, or collateral which may legally be subjected;

(c) to add to the conditions, limitations and restrictions on the issuance of bonds,
o ther conditions, limitations and restrictions thereafter to be observed;

(d) to add to the covenants and agreements of the Governmental Agency in this
Asssistance Agreement, other covenants and agreements thereafter to be incurred by the
Governmental Agency or to surrender any right or power herein reserved to or conferred upon
thhe Governmental Agency;

(e) to effect the issuance of additional Parity Bonds; and/or

(f) to modify the terms and conditions of this Assistance Agreement at the request of
the Issuer in order to assist the Issuer in operating the Program or to maintain any rating the
Issuer may have on its Program obligations.

Section 23. No Remedy Exclusive. No remedy herein conferred upon or reserved to
the Issuer is intended to be exclusive, and every such remedy will be cumulative and will be in
addition to every other remedy given hereunder and every remedy now or hereafter existing at
law or in equity. No delay or omission to exercise any right or power accruing upon any default
will impair any such right or power and any such right and power may be exercised from time to
time and as often as may be deemed expedient.

Section 24. Waivers. In the event that any agreement contained herein should be
brreached by either party and thereafter waived by the other party, such waiver will be limited to
the particular breach so waived and will not be deemed to waive any other breach hereunder.

Section 25. Agreement to Pay Attorneys' Fees and Expenses. In the event that
either party hereto shall become in default under any of the provisions hereof and the non-
defaulting party employs attorneys or incurs other expenses for the enforcement of performance
orobservance of any obligation or agreement on the part of the defaulting party herein contained,
the defaulting party agrees that it will pay on demand therefore to the non-defaulting party the
fees of such attorneys and such other expenses so incurred by the non-defaulting party.
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Section 26.  Signatures of Officers. If any of the officers whose signatures or
facsimile signatures appear on this Assistance Agreement or any other document evidencing the
Obligations cease to be such officers before delivery of the Obligations, such signatures shall
nevertheless be valid for all purposes the same as if such officers had remained in office until
delivery, as provided by KRS 58.040 and KRS 61.390.

Section 27.  Severability Clause. If any section, paragraph, clause or provision of this
Assistance A greement shall be held invalid, the invalidity of such section, paragraph, clause or
provision shall not affect any of the remaining provisions of this Assistance Agreement.

[Signature page follows]
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused
this Assistance Agreement to be signed in its name by its President and attested by its
Secretary/Treasurer and the McCreary County Water District has caused this Assistance
Agreement to be signed in corporate name and by its officer thereunder duly authorized, all as of
the day and year first above written.

KENTUCKY RURAL WATER FINANCE

CORPORATION
By
President
Attest:
By
Secretary/Treasurer
MCCREARY COUNTY WATER
DISTRICT
By
Chatrman
Attest:
By
Secretary
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused
this Assistance Agreement to be signed in its name by its President and attested by its
Secretary/Treasurer and the McCreary County Water District has caused this Assistance
Agreement to be signed in corporate name and by its officer thereunder duly authorized, all as of
the day and year first above written.

KENTUCKY RURAL WATER FINANCE

CORPORATION
By
President
Attest:
By -
/ecretary/Treasurer
MCCREARY COUNTY WATER
DISTRICT
By
Chairman
Attest:
By

Secretary
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused
this Assistance Agreement to be signed in its name by its President and attested by its
Secretary/Treasurer and the McCreary County Water District has caused this Assistance
Agreement to be signed in corporate name and by its officer thereunder duly authorized, all as of
the day and year first above written.

KENTUCKY RURAL WATER FINANCE

CORPORATION
By
President
Acttest:
By  peu
Secretary/Treasurer
MCCREARY COUNTY WATER
DISTRICT
By [ Gon__
Chairman [
Acttest:
8y {7 /4% 7 [y e i~—

Secretary

24



EXHIBIT A

Debt Service Schedule



KRWFC Flexible Term Program Series 2012 D
Sinking Fund Payment Schedule

Bormower: McCreary County Water District
Closing Date:  05/30/12

Total Monthly

Monthly Monthly Monthly Sinking Fund
Principal Interest Admin.Fees Payments
7/12-13 12,857.14 16,111.14 918.10 29,886.38
2/13-7113 10,416.67 13,738.75 785.00 24,940.42
8/13-1/14 10,416.67 13,738.75 785.00 24,940.42
2/14-8/14 10,833.33 13,322.08 764.17 24,919.58
8/14-1/15 10,833.33 13,322.08 764.17 24,919.58
2/15-7/15 11,250.00 12,888.75 742.50 24,881.25
8/15-1/16 11,250.00 12,888.75 742.50 24,881.25
2/16-7)16 11,250.00 12,551.25 720.00 24,521.25
8/16-1/17 11,250.00 12,551.25 720.00 24,521.25
2/17-1117 11,666.67 12,326.25 697.50 24,690.42
8/17-1/18 11,666.67 12,326.25 697.50 24,690.42
2/18-7/18 12,083.33 11,976.25 674.17 24,733.75
8/18-1/19 12,083.33 11,976.25 6874.17 24,733.75
2/19-7/19 12,500.00 11,613.75 650.00 24,763.75
8/19-1-20 12,500.00 11,613.75 650.00 24,763.75
2/20-7/20 12,916.67 11,238.75 625.00 24,780.42
8/20-1/21 12,916.67 11,238.75 625.00 24,780.42
2/21-7/21 13,333.33 10,883.54 599.17 24,816.04
8/21-1/22 13,333.33 10,883.54 599.17 24,816.04
2/22-7122 13,750.00 10,483.54 572.50 24,806.04
8/22-1/23 13,750.00 10,483.54 572.50 24,806.04
2/23-7/23 13,750.00 10,057.29 545.00 24,352.29
8/23-1/24 13,750.00 10,057.29 545.00 24,352.29
2/24-7/24 14,583.33 9,617.29 517.50 24,718.13
8/24-1/25 14,583.33 9,617.29 517.50 24,718.13
2/25-7/25 15,000.00 9,121.46 488.33 24,609.79
8/25-1/26 15,000.00 9,121.46 488.33 24,609.79
2/26-7/26 15,416.67 8,611.46 458.33 24,486.46
8/26-1/27 15,416.67 8,611.46 458.33 24,486.46
2/27-7/27 16,250.00 8,071.88 427.50 24,749.38
8/27-1/28 16,250.00 8,071.88 427.50 24,749.38
2/28-7/28 16,666.67 7,503.13 395.00 24,564.79
8/28-1/29 16,666.67 7,503.13 395.00 24,564.79
2/29-7/29 17,500.00 6,919.79 361.67 24,781.46
8/29-1/30 17,500.00 6,919.79 361.67 24,781.46
2/30-7/30 17,916.67 6,285.42 326.67 24,528.75
B/30-2/31 17,916.67 6,285.42 326.67 24,528.75
2/31-7/31 18,750.00 5,635.94 290.83 24,676.77
8/31-1/32 18,750.00 5,635.94 290.83 24,676.77
2/32-7/32 19,583.33 4,932.81 253.33 24,769.48
8/32-1/33 19,583.33 4,932.81 253.33 24,769.48
2/33-7/33 16,250.00 4,198.44 214.17 20,662.61
8/33-1/34 16,250.00 4,198.44 214.17 20,662.61
2/34-7/34 16,666.67 3,589.06 181.67 20,437.40
8/34-1/35 16,666.67 3,589.06 181.67 20,437.40
2/35-7/35 17,083.33 2,964.06 148.33 20,195.73
8/35-1/36 17,083.33 2,964.06 148.33 20,195.73
2/36-7/36 16,250.00 2,280.73 114.17 18,644.90
8/36-1/37 16,250.00 2,280.73 114.17 18,644.90
2/37-1/37 12,500.00 1,630.73 81.67 14,212.40
8/37-1/38 12,500.00 1,630.73 81.67 14,212.40
2/38-7/38 12,916.67 1,130.73 56.67 14,104.06
8/38-1/39 12,916.67 1,130.73 56.67 14,104.06
2/39-7/39 13,333.33 614.06 30.83 13,978.23
8/39-1/40 13,333.33 614,06 30.83 13,978.23
2/41-7/41 2,083.33 80.73 4.17 2,168.23
8/41-2/41 2,083.33 80.73 4.17 2,168.23

4,800,000.00 2,683,993.06 147,136.67 7,631,129.73
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ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of September 23, 2020 (the
“Assistance Agreement”) by and between the Kentucky Rural Water Finance Corporation, a
non-profit agency and instrumentality of various political subdivisions of the Commonwealth of
Kentucky duly organized and existing under the laws of the Commonwealth of Kentucky (the
“Issuer”) and the McCreary County Water District, 456 North Hwy 27, Whitley City, Kentucky
42653 (the “Governmental Agency”):

WITNESSETH

WHEREAS, the Issuer has established its Public Projects Flexible Term Program (the
“Program”) designed to provide financing for the expansion, addition and improvements of
public projects for governmental entities under which the Issuer issued, in various series, its
Kentucky Rural Water Finance Corporation Multimodal Public Projects Revenue Bonds
(Flexible Term Program) pursuant to a Trust Indenture dated as of April 4, 2001, as
supplemented from time to time (collectively, the “Indenture”) between the Issuer and Regions
Bank, Nashville, Tennessee (as successor in interest to Fifth Third Bank and The Bank of New
York Trust Company, N.A.), as trustee (the “Trustee”), the net proceeds of which will be applied
for the benefit of such governmental entities by making loans, pursuant to assistance agreements;
and

WHEREAS, pursuant to the Indenture, the Issuer has authorized the issuance of the
Kentucky Rural Water Finance Corporation Public Projects Refunding and Improvement
Revenue Bonds (Flexible Term Program), Series 2020E (the “Series 2020E Bonds”) in the
aggregate principal amount of $11,375,000, pursuant to a Supplemental Trust Indenture No. 77,
dated as of September 23, 2020 by and between the Issuer and the Trustee, which Series 2020E
Bonds will rank on a parity with the other outstanding bonds issued under the terms of the
Indenture and the proceeds of which will be used by certain governmental agencies to acquire,
construct and equip public projects described in various Assistance Agreements by and between
the governmental agencies and the Issuer; and

WHEREAS, the Governmental Agency has outstanding its:

) McCreary County Water District Water System Revenue Bonds, Series 2005,
dated August 31, 2005, in the original authorized principal amount of $750,000;

(ii))  McCreary County Water District Sewer System Revenue Bonds, Series 2005,
dated August 31, 2005, in the original authorized principal amount of $290,000;

(iii)) McCreary County Water District Water System Revenue Bonds, Series 2008
(New Liberty Project), dated October 29, 2008, in the original authorized
principal amount of $325,000;

(iv)  McCreary County Water District Water System Revenue Bonds, Series 2008
(Cumberland Falls Project), dated October 29, 2008, in the original authorized
principal amount of $150,000; and

) Loan to the District from the United Cumberland Bank, dated December 28,
2018, in the original principal amount of $495,000



(collectively, the “Refunded Bonds™), which bonds were issued by the Governmental Agency to
make improvements and extensions to the Governmental Agency’s water and sewer system (the
“System”); and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable
and in the public interest to currently refund the Refunded Bonds, in order to effect substantial
debt service savings (the “Refunding Program”), and the Issuer has determined that the
Refunding Program is a project within the meaning of the Act and the Indenture, thereby
qualifying for financial assistance from the Issuer; and

WHEREAS, the Governmental Agency has designated the Issuer as its instrumentality
and agency; and

WHEREAS, pursuant to this Assistance Agreement the Governmental Agency will
proceed with the Refunding Program; and

WHEREAS, in and by the Prior Bond Legislation (as hereinafter defined), the right and
privilege was reserved by the Governmental Agency under conditions and restrictions set out in
said Prior Bond Legislation, of issuing additional bonds from time to time, payable from the
income and revenues of the System and ranking on a parity with the Governmental Agency’s
outstanding Prior Bonds (as hereinafter defined), for the purpose, among other things, of
financing the cost of extensions, additions and improvements to the System and refinancing
certain outstanding indebtedness, which conditions and restrictions are found to currently exist
and prevail so as to permit the issuance of certain proposed additional bonds so as to rank, when
issued, on a parity with the outstanding Prior Bonds; and

WHEREAS, it is deemed necessary and advisable for the best interests of the
Governmental Agency that it enter into this Assistance Agreement with the Issuer in order to
borrow funds (the “Loan”) in the amount of $1,705,000 for the Refunding Program, and to
reaffirm the conditions and restrictions under which similar bonds or obligations may be
subsequently issued ranking on a parity therewith; and

WHEREAS, under the provisions of Sections 58.010 through 58.140, inclusive, of the
Kentucky Revised Statutes, and under the provisions of the Prior Bond Legislation, the
Governmental Agency is authorized to enter into this Assistance Agreement and to borrow the
Loan to provide such funds for the purpose aforesaid; and

WHEREAS, the Issuer is willing to cooperate with the Governmental Agency in making
available the Loan pursuant to the Act and the Indenture to be applied to the Refunding Program
upon the conditions hereinafter enumerated and the covenants by the Governmental Agency
herein contained; and

WHEREAS, the Issuer and the Governmental Agency have determined to enter into this
Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth their



respective duties, rights, covenants, and obligations with respect to the financing of the
Refunding Program subject to the repayment of the Loan and the interest thereon;

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

Section 1, Definitions.

As used in this Assistance Agreement, unless the context requires otherwise:
“Act” refers to Chapters 58 and 74 of the Kentucky Revised Statutes.

“Assistance Agreement” refers to this Assistance Agreement authorizing the Loan and the
obligations hereunder.

“Bond Counsel” refers to Rubin & Hays, Kentucky Home Trust Building, 450 South
Third Street, Louisville, Kentucky 40202, or any other nationally recognized individual or firm
in the field of municipal bond law.

“Bond Legislation of 2005 - Water” or “2005 Water Bond Legislation” refer to the
Resolution authorizing the Series 2005 Water Bonds.

“Bond Legislation of 2005 - Sewer” or “2005 Sewer Bond Legislation” refer to the
Resolution authorizing the Series 2005 Sewer Bonds.

“Bond Legislation of 2008 - New Liberty” or “2008 New Liberty Bond Legislation” refer
to the Resolution authorizing the Bonds of 2008 - New Liberty.

“Bond Legislation of 2008 - Cumberland Fualls” or “2008 Cumberland Falls Bond
Legislation” refer to the Resolution authorizing the Bonds of 2008 - Cumberland Falls.

“Bond Legislation of 2012” or “2012 Bond Legislation” refer to the Resolution
authorizing the Series 2012 Bonds.

“Bond Legislation of 2015” or “2015 Bond Legislation” refer to the Resolution
authorizing the Series 2015 Bonds.

“Bond Legislation of 2020” or “2020 Bond Legislation” refer to the Resolution
authorizing the Series 2020 Bonds.

“Bondowner”, “Owner”, “Bondholder” means and contemplates, unless the context
otherwise indicates, the registered owner of one or more of the Bonds at the time issued and
outstanding hereunder.



“Bonds” refers to the Loan, the Prior Bonds and any additional Parity Bonds.

“Bonds of 2005 - Water” or “Series 2005 Water Bonds” refer to the outstanding
McCreary County Water District Water System Revenue Bonds, Series 2005, dated August 31,
2005, in the original authorized principal amount of $750,000.

“Bonds of 2005 - Sewer” or “Series 2005 Sewer Bonds” refer to the outstanding
McCreary County Water District Sewer System Revenue Bonds, Series 2005, dated August 31,
2005, in the original authorized principal amount of $290,000.

“Bonds of 2008 - New Liberty” or “Series 2008 New Liberty Bonds” refer to the
outstanding McCreary County Water District Water System Revenue Bonds, Series 2008 (New
Liberty Project), dated October 29, 2008, in the original authorized principal amount of
$325,000.

“Bonds of 2008 - Cumberland Falls” or “Series 2008 Cumberland Falls Bonds” refer to
the outstanding McCreary County Water District Water System Revenue Bonds, Series 2008
(Cumberland Falls Project), dated October 29, 2008, in the original authorized principal amount
of $150,000.

“Bonds of 2012” or “Series 2012 Bonds” refer to the outstanding McCreary County
Water District Water System Revenue Bonds, Series 2012, dated February 27, 2013, in the
original authorized principal amount of $1,935,000, consisting of $1,300,000 of Series A Bonds
and $635,000 of Series B Bonds.

“Bonds of 2015” or “Series 2015 Bonds” refer to the outstanding McCreary County
Water District Water and Sewer Revenue Bonds, Series 2015, dated February 5, 2016, in the
original authorized principal amount of $1,158,000.

“Bonds of 2020” or “Series 2020 Bonds” refer to the outstanding McCreary County
Water District Water and Sewer Revenue Bonds, Series 2020 (Stearns/Smithtown Phase 2 Water
Improvements Project), dated May 28, 2020, in the original principal amount of $1,324,000.

“Certified Public Accountants™ refers to an independent Certified Public Accountant or
firm of Certified Public Accountants, duly licensed in Kentucky and knowledgeable about the
affairs of the System and/or of other Governmental Agency financial matters.

“Code” refers to the United States Internal Revenue Code of 1986, as amended, and any
regulations issued thereunder.

“Compliance Group” refers to the Compliance Group identified and defined in the
Indenture.

“Engineer” or “Independent Consulting Engineer” refers to an Independent Consulting
Engineer or firm of Engineers of excellent national reputation or of recognized excellent
reputation in Kentucky in the fields of water and sewer engineering.



“Fiscal Year” refers to the annual accounting period of the Governmental Agency,
beginning on January 1 and ending on December 31 of each year.

“Funds” refers collectively to the Revenue Fund, the Sinking Fund, the Sinking Fund of
2020, the Operation and Maintenance Fund, and the Governmental Agency Account.

“Governing Body” means the Board of Commissioners of the Governmental Agency or
such other body as shall be the governing body of said Governmental Agency under the laws of
Kentucky at any given time.

“Governmental Agency” refers to the McCreary County Water District, 456 North Hwy
27, Whitley City, Kentucky 42653.

“Governmental Agency Chief Executive” refers to the Chairman of the Governing Body.
“Governmental Agency Clerk” refers to the Secretary of the Governmental Agency.

“Indenture” means the Trust Indenture, dated as of April 4, 2001, as originally executed
or as it may from time to time be supplemented, modified or amended by any supplemental
indenture, including the Supplemental Trust Indenture No. 77, dated September 23, 2020, by and
between the Issuer and the Trustee.

“Interest Payment Date” shall mean the 1% day of each month, commencing November 1,
2020 and continuing through and including January 1, 2050 or until the Loan has been paid in
full.

“Issuer” refers to the Kentucky Rural Water Finance Corporation, 1151 Old Porter Pike,
Bowling Green, Kentucky 42103.

“KIA” refers to the Kentucky Infrastructure Authority, an agency and instrumentality of
the Commonwealth of Kentucky.

“KIA Loan” refers to the loan to the Governmental Agency from the Kentucky
Infrastructure Authority, dated January 1, 2004, in the original principal amount of $1,725,714.

“Loan” refers to the loan authorized by this Assistance Agreement from the Issuer to the
Governmental Agency, in the principal amount of $1,705,000, maturing January 1, 2050, to
defray the cost of the Refunding Program.

“Operation and Maintenance Fund” refers to the McCreary County Water District Water
and Sewer Operation and Maintenance Fund created in the Prior Bond Legislation and which
Operation and Maintenance Fund will continue to be maintained for the benefit of the System.

“Outstanding Bonds” refers collectively to all outstanding Prior Bonds, the Loan and any
outstanding Parity Bonds and does not refer to any bonds that have been defeased.



“Parity Bonds” means bonds issued in the future, which will, pursuant to the provisions
of this Assistance Agreement, rank on a basis of parity with the Loan and shall not be deemed to
include, nor to prohibit the issuance of, bonds ranking inferior in security to the Loan.

“Permitted Investments” refers to investments of funds on deposit in the various funds
created herein and includes:

(@) Obligations of the United States and of its agencies and instrumentalities,
including obligations subject to repurchase agreements, if delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian. These
investments may be accomplished through repurchase agreements reached with sources
including but not limited to national or state banks chartered in Kentucky;

(b) Obligations and contracts for future delivery or purchase of obligations backed by
the full faith and credit of the United States or a United States government agency, including but
not limited to:

United States Treasury;

Export-Import Bank of the United States;
Farmers Home Administration;

Government National Mortgage Corporation; and
Merchant Marine bonds;
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(©) Obligations of any corporation of the United States government, including but not
limited to:

Federal Home Loan Mortgage Corporation;
Federal Farm Credit Banks;

Bank for Cooperatives;

Federal Intermediate Credit Banks;

Federal Land Banks;

Federal Home Loan Banks;

Federal National Mortgage Association; and
Tennessee Valley Authority;
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(d) Certificates of deposit issued by or other interest-bearing accounts of any bank or
savings and loan institution having a physical presence in Kentucky which are insured by the
Federal Deposit Insurance Corporation or similar entity or which are collateralized, to the extent
uninsured, by any obligations, including surety bonds, permitted by KRS 41.240(4) ;

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan
institution having a physical presence in Kentucky rated in one (1) of the three (3) highest



categories by a competent rating agency;

® Bankers’ acceptances for banks rated in one (1) of the three (3) highest categories
by a competent rating agency;

(2 Commercial paper rated in the highest category by a competent rating agency;

(h) Bonds or certificates of indebtedness of this state and of its agencies and
instrumentalities;

6] Securities issued by a state or local government, or any instrumentality of agency
thereof, in the United States, and rated in one (1) of the three (3) highest categories by a
competent rating agency;

) Shares of mutual funds and exchange traded funds, each of which shall have the
following characteristics:

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

2. The management company of the investment company shall have been in
operation for at least five (5) years; and

3. All of the securities in the mutual fund shall be eligible investments pursuant to

this section;

(k)  Individual equity securities if the funds being invested are managed by a
professional investment manager regulated by a federal regulatory agency. The individual equity
securities shall be included within the Standard and Poor’s 500 Index, and a single sector shall
not exceed twenty-five percent (25%) of the equity allocation; and

()] Individual high-quality corporate bonds that are managed by a professional
investment manager that:

1. Are issued, assumed, or guaranteed by a solvent institution created and existing
under the laws of the United States;

2. Have a standard maturity of no more than ten (10) years; and

3. Are rated in the three (3) highest rating categories by at least two (2) competent

credit rating agencies.

(m)  Any other lawful investment authorized by the Kentucky Revised Statutes to be
utilized by local governments with a rating equal to or higher than the rating of the Bonds, as
rated by each rating agency then rating the Bonds, including an investment agreement with
investment agreement provider whose obligations have a current rating at least equal to the rating
on the Bonds.



"Prior Bond Legislation" refers collectively to the Series 2004A Assistance Agreement,
2012 Bond Legislation, the 2012D Assistance Agreement, the 2015 Bond Legislation, the 2020
Bond Legislation, and the resolution authorizing the KIA Loan.

"Prior Bonds" refers collectively to the Series 2004A Loan, Series 2012 Bonds, the
Series 2012D Loan, the KIA Loan, the Series 2015 Bonds, and the Series 2020 Bonds.

“Program” refers to the Issuer’s Public Projects Flexible Term Program designed to
provide financing for the expansion, addition and improvement of public projects for
governmental entities.

“Program Administrator” refers to the Kentucky Rural Water Association, Inc., Bowling
Green, Kentucky.

“Program Reserve Fund” refers to the Reserve Fund created and established pursuant to
Section 4.2 of the Indenture.

“Project” refers specifically to the construction of the extensions, additions and
improvements to the System that were financed with proceeds of the Refunded Bonds.

“Refunded Bonds” refers to the outstanding Series 2005 Water Bonds, the Series 2005
Sewer Bonds, the Series 2008 New Liberty Bonds, the Series 2008 Cumberland Falls Bonds, and
the United Cumberland Bank Loan.

“Refunding Program” refers to the current refunding of the Refunded Bonds with the
proceeds of the Loan.

“Revenue Fund” refers to the McCreary County Water District Water and Sewer Revenue
Fund created in the Prior Bond Legislation and which Revenue Fund will continue to be
maintained for the benefit of all of the Bonds.

“Series 20044 Assistance Agreement” refers to the Assistance Agreement between the
Kentucky Rural Water Finance Corporation and the Governmental Agency, dated March 24,
2004, authorizing the Series 2004A Loan.

"Series 20044 Loan" refers to the loan to the Governmental Agency, in the principal
amount of $2,050,000, dated March 24, 2004, from the Kentucky Rural Water Finance
Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program), Series 2004A,
which loan was reamortized on February 27, 2013 to a revised principal amount of $1,415,000.

“Series 2012D Assistance Agreement” refers to the Assistance Agreement between the
Kentucky Rural Water Finance Corporation and the Governmental Agency, dated May 30, 2012,
authorizing the Series 2012D Loan.



“Series 2012D Loan” refers to the loan to the Governmental Agency, in the principal
amount of $4,800,000, dated May 30, 2012, from the Kentucky Rural Water Finance
Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program), Series 2012D.

“Sinking Fund” refers to the McCreary County Water District Water and Sewer Revenue
Bond and Interest Sinking Fund, created in the Prior Bond Legislation and defined as the “Prior
Sinking Fund” and which Sinking Fund will continue to be maintained for the benefit of all of
the Bonds.

“Sinking Fund of 2020” refers to the McCreary County Water District Water and Sewer
Sinking Fund of 2020, created in the Prior Bond Legislation and defined as the “Current Sinking
Fund” and which Sinking Fund of 2020 will continue to be maintained for the benefit of all of
the Bonds.

“System” refers to the Governmental Agency’s water and sewer system, together with all
future extensions, additions and improvements to said System.

“Treasurer” refers to the Treasurer of the Governmental Agency.
“Trustee” refers to Regions Bank, Nashville, Tennessee.

“United Cumberland Bank Loan” refers to the loan from United Cumberland Bank, the
proceeds of which were used to acquire a new office building for the Governmental Agency
located at 456 N HWY 27, in Whitley City, Kentucky.

“U.S. Obligations” refers to bonds, notes, or Treasury Bills, which are direct obligations
of the United States of America or obligations fully guaranteed by the United States of America,
including book-entry obligations of the United States Treasury-State and Local Government
Series, and Trust Receipts representing an ownership interest in direct obligations of the United
States.

Section 2. Reaffirmation of Declaration of Water and Sewer System.

That all proceedings heretofore taken for the establishment of and the supplying of water
service in and to said Governmental Agency as a water and sewer system are hereby in all
respects ratified and confirmed; and so long as the Loan herein authorized or permitted to be
issued remains outstanding, said System shall be owned, controlled, operated and maintained for
the security and source of payment of the Loan. Said System is hereby declared to constitute a
public project within the meaning and application of Sections 58.010 to 58.140, inclusive, of the
Kentucky Revised Statutes.

Section 3. Authorization of Loan; Place of Payment; Manner of Execution.

That pursuant to the Constitution and laws of Kentucky, and particularly the Act, the
Governmental Agency hereby authorizes the borrowing of $1,705,000 from the Program, to
provide funds for the Refunding Program.



The Loan is payable on the Interest Payment Date in such principal and interest amounts
as set forth in Exhibit A attached hereto.

The principal of, redemption price, if any, and interest on the Loan shall be payable in
lawful money of the United States of America on the Interest Payment Date to the Trustee for the
Program. Such payment shall be made by the Governmental Agency from funds on deposit in the
Sinking Fund pursuant to the ACH Debit Direct Payment Method (the “ACH Debit Direct
Payment Method™) as described and detailed in the ACH Debit Direct Payment Authorization
Form (the “ACH Authorization Form”) in a form as provided by the Trustee to the
Governmental Agency. The ACH Authorization Form shall be completed, signed and forwarded
to the Trustee prior to the Governmental Agency receiving any of the proceeds of the Loan.

Pursuant to the ACH Debit Direct Payment Method, there shall be transferred to the
Trustee on or before each Interest Payment Date, from the Sinking Fund, the amounts set forth as
sinking fund payments on Exhibit A attached hereto.

In addition, in the event the Issuer is required to withdraw moneys from the Program
Reserve Fund established pursuant to the Indenture to pay the principal of and interest on the
Loan and any other payments due under this Assistance Agreement on behalf of the
Governmental Agency (the “Reserve Withdrawal”), the Governmental Agency shall pay to the
Trustee, each amount set forth as sinking fund payments on Exhibit A attached hereto, pursuant
to the ACH Debit Direct Payment Method an amount equal to at least 1/12 of the Reserve
Withdrawal, plus accrued interest thereon at the rate equal to the highest rate of interest paid by
the investments making up the Program Reserve Fund until such Reserve Withdrawal has been
replenished.

Section 4. Redemption.

(a) Optional Redemption. Subject to the prior written approval of the Compliance
Group, the Loan payments due on or after January 1, 2030 are subject to optional redemption, in
whole or in part, by the Governmental Agency prior to their stated maturity, at any time falling
on or after January 1, 2029 at a redemption price equal to 100% of the principal amount of the
Loan payments called for redemption, plus unpaid interest accrued to the date of redemption.

In the event that the Governmental Agency desires to optionally redeem a portion of its
Loan payments, such redemption shall be in a denomination equal to $5,000 or any integral
multiple thereof.

(b)  Notice of Redemption. The Governmental Agency shall give the Issuer and the
Trustee notice of any redemption by sending at least one such notice by first class United States
mail not less than 45 and not more than 90 days prior to the date fixed for redemption.

All of said Loan payments as to which the Governmental Agency reserves and exercises
the right of redemption and as to which notice as aforesaid shall have been given, and for the
retirement of which, upon the terms aforesaid, funds are duly provided, will cease to bear interest
on the redemption date.
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Section 5. Loan Payable Out of Gross Revenues on a Parity with Prior Bonds.

The Loan, the Prior Bonds and any additional Parity Bonds that may be issued under the
conditions and restrictions hereinafter set forth, shall be secured by and payable out of the gross
revenues of the System.

Section 6. Compliance with Parity Coverage Requirements of the Prior Bond
Legislation.

It is hereby declared that in accordance with the provisions of the Prior Bond Legislation
and prior to the issuance of the Loan herein authorized, there will be procured and filed with the
Governmental Agency Clerk of said Governmental Agency any and all statements or
certifications for the purpose of having both principal and interest on the Prior Bonds and the
Loan payable on a parity from the income and revenues of said System with said outstanding
Prior Bonds.

Section 7. Flow of Funds.

All proceedings preliminary to and in connection with the issuance of the Prior Bonds,
whereby provision was made for the receipt, custody, and application of the proceeds of the Prior
Bonds; for the operation of said System on a revenue-producing basis; for the segregation,
allocation, and custody of the revenues derived from the operation of the System; and for the
enforcement and payment of the Prior Bonds; and all other covenants for the benefit of the
bondholders set out in the Prior Bond Legislation, are hereby ratified and confirmed and shall
continue in force and inure to the security and benefit of the Bonds, the same as if such
provisions and proceedings were repeated in full herein; provided, further, that, hereafter, the
income and revenues of the System shall be collected, segregated, accounted for, and distributed
as follows:

A. Revenue Fund. The Governmental Agency 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 Governmental
Agency only for the purpose and in the manner and order of priorities specified in the Prior Bond
Legislation, as hereinafter modified by this Assistance Agreement, all as permitted by the Act,
and in accordance with previous contractual commitments.

B. Sinking Fund. There shall be set aside and transferred on or before the
20th day of each month from the Revenue Fund, as a first charge thereon, and deposited in the
Sinking Fund sums sufficient to pay when due the principal and interest requirements on the
Loan and the Prior Bonds. Specifically, there shall be paid into the Sinking Fund on or before the
20th day of each month, on account of the Loan and the Prior Bonds, not less than the following:

(1)  An amount equal to one-sixth (1/6) of the next succeeding six-month
interest payment to become due on the Loan and the Prior Bonds, plus
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(2) A sum equal to one-twelfth (1/12) of the principal due on the Loan and
principal due on any Prior Bonds maturing on the next succeeding
principal payment date.

In the event additional Parity Bonds are issued pursuant to the conditions and
restrictions hereinafter prescribed, the monthly deposits to the Sinking Fund shall be increased to
provide for payment of interest thereon and the principal thereof as the same respectively
become due.

If for any reason there should be a failure to pay into the Sinking Fund the full
amounts above stipulated, then an amount equivalent to such deficiency shall be set apart and
paid into the Sinking Fund from the first available income and revenues of the System, subject to
the aforesaid priorities.

No further payments need to be made into the Sinking Fund if and when the
amount held therein and in any other available fund is at least equal to the amount required to
retire all Loan and the Prior Bonds and Parity Bonds and paying all interest that will accrue
thereon.

B. Sinking Fund of 2020. After the monthly transfers required in the
preceding paragraphs have been paid from the Revenue Fund, there shall next be transferred
monthly from said Revenue Fund and deposited into the Sinking Fund of 2020 on or before the
20th day of each month, for payment of interest on and principal of the Series 2020 Bonds, a sum
equal to the total of the following:

(I)  An amount equal to one-sixth (1/6) of the next succeeding six-month
interest payment to become due on the Series 2020 Bonds, plus

(2) A sum equal to one-twelfth (1/12) of the principal of any Series 2020
Bonds maturing on the next succeeding principal payment date.

The Sinking Fund of 2020 is hereby pledged for the payment of the interest and
the principal of the Series 2020 Bonds, but subject to the vested rights and priorities of the Prior
Bonds.

Pursuant to Section 4.3(b)(iv) of the Indenture, the money and investments in the
Principal and Interest Account (as defined in the Indenture) may be returned to the Governmental
Agency and applied to the final Loan Payment (as defined in the Indenture) for the
Governmental Agency.

C. 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
Governmental Agency’s annual budget.
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D. 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 a depreciation fund for application in
accordance with the terms of this Assistance Agreement or to the Sinking Fund to be applied to
the maximum extent feasible, to the prompt purchase or redemption of Outstanding Bonds.

Provided, however, notwithstanding anything to the contrary in any Prior Bond
Legislation, the Governmental Agency shall be allowed a credit to the extent of moneys on
deposit in the Program Reserve Fund for the purpose of meeting any parity requirements in any
Prior Bond Legislation; subject however, to the limitation that moneys in the Program Reserve
Fund may only be used to make payments of the Government Agency due under this Assistance
Agreement, if necessary, and; provided further, that the Trustee may not seek payment for any
reserve funds held by the Governmental Agency under any Prior Bond Legislation for payment
of any amounts due from the Governmental Agency under this Assistance Agreement.

Section 8. Disposition of Proceeds of the Loan; Governmental Agency Account.

Upon (i) the execution of this Assistance Agreement, (ii) the delivery of this Assistance
Agreement to the Trustee, (iii) certification of the Compliance Group that the Loan is to be
accepted in the Program, and (iv) upon receipt by the Governmental Agency of the proceeds of
the Loan, the proceeds shall be applied as follows:

(a) Disposition of the Proceeds. There shall first be deducted and paid from the
proceeds of the Loan the fees and costs incurred by the Governmental Agency and any other
pertinent expenses incident to the issuance, sale and delivery of the Loan and such other
appropriate expenses as may be approved by the Governmental Agency Chief Executive,
including but not limited to the Governmental Agency’s pro rata share of the Program’s fees and
expenses.

The balance shall be deposited to the Governmental Agency Account to be used for the
Refunding Program.

(b) Governmental Agency Account. It is hereby acknowledged that a fund entitled
“McCreary County Water District Governmental Agency Account” (the “Governmental Agency
Account”) has been created and maintained by the Trustee pursuant to the Indenture; and such
amount on deposit in said Governmental Agency Account shall be paid as follows:

(1)  to the Rural Development (the “RD”) of the Department of Agriculture of
the United States of America, the holder of the Refunded Bonds, as may be required:

(A) To pay the interest on the Series 2005 Water Bonds, the Series

2005 Sewer Bonds, the Series 2008 New Liberty Bonds, the Series 2008
Cumberland Falls Bonds to and including September 25, 2020; and
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(B)  To redeem on September 25, 2020 at a price equal to 100% of
principal amount the Series 2005 Water Bonds, the Series 2005 Sewer Bonds, the
Series 2008 New Liberty Bonds, the Series 2008 Cumberland Falls Bonds that as
of that date have not been redeemed, retired or otherwise paid, thereby defeasing
the pledge of revenues and the property securing said bonds.

2) to United Cumberland Bank the holder of the United Cumberland Bank
Loan, as may be required:

(A) To pay the interest on the United Cumberland Bank Loan to and
including September 23, 2020; and

(B) To redeem on September 23, 2020 at a price equal to 100% of
principal amount the United Cumberland Bank Loan that as of that date has not
been redeemed, retired or otherwise paid, thereby defeasing the pledge of
revenues and the property securing the United Cumberland Bank Loan.

Investment income derived from investment of the Governmental Agency Account,
which shall be invested in Permitted Investments in accordance with this Assistance Agreement,
shall, as received, be deposited in the Governmental Agency Account.

The Trustee shall be obligated to send written notice to the Governmental Agency of the
need for investment directions if and whenever funds in excess of $50,000 shall remain
uninvested for a period of more than five days. In the absence of written direction from the
Governmental Agency with respect to investment of moneys held in the Governmental Agency
Account, the Trustee is hereby directed to invest funds in money market mutual funds of the
Trustee or its affiliates that qualify as Permitted Investments under this Assistance Agreement.

No expenditure shall be made from the Governmental Agency Account except for proper
and authorized expenses relating to the Refunding Program as approved by the Governmental
Agency.

After completion of the Refunding Program, any balance then remaining on deposit in the
Governmental Agency Account shall, subject to any and all applicable legal provisions and
applicable arbitrage regulations necessary to assure the exemption of interest on the Loan from
Federal income taxation, upon orders of the Governing Body, be transferred to the Sinking Fund,
to be used for the purposes thereof.

Section 9. Arbitrage Limitations.

(a) The Governmental Agency covenants that neither the proceeds of the Loan, nor
“Non-Exempt Revenues” of the System, as defined below, will be invested in investments that
will produce a net adjusted yield in excess of the net interest cost (effective yield) of the Loan, if
such investment would cause such Loan to be treated as “arbitrage bonds” within the meaning of
Section 148 of the Internal Revenue Code, as amended, and the applicable regulations
thereunder; provided, however, that such proceeds and/or revenues may be invested to whatever
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extent and whenever the Code and/or applicable regulations permit same to be invested without
causing the Loan to be treated as “arbitrage bonds.”

(b)  “Non-Exempt Revenues” within the meaning of the foregoing shall be deemed to
refer to revenues of the System deposited in any of the funds earmarked for or reasonably
expected to be used for the payment of debt service on the Loan, in excess of “Exempt
Revenues,” which Exempt Revenues are:

(I)  amounts deposited in the Sinking Fund for the purpose of paying debt
service on the Loan against the System within thirteen (13) months from the date of
deposit; and

2) amounts deposited in a depreciation fund or any similar reserve for
replacements, reasonably expected to be used for extensions, additions, improvements 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).

() If, and to the extent that any Non-Exempt Revenues are on deposit and are
available for investment by reason of the foregoing, such funds shall be subject to the investment
limitations set out in Subsection (a) above.

(d) On the basis of information furnished to the Governmental Agency, on known
facts, circumstances and reasonable expectations on the date of enactment of this Assistance
Agreement, the Governmental Agency certifies as follows:

(1)  That it is not expected or contemplated that the proceeds of the Loan will
be used or invested in any manner which will cause the Loan to be treated as “arbitrage
bonds” within the meaning of Section 148 of the Code and the applicable regulations
thereunder.

(2)  That it is not expected or contemplated that the Governmental Agency will
make any use of the proceeds of the Loan, which, if such use had been reasonably
anticipated on the date of issuance of the Loan, would have caused the Loan to be
arbitrage bonds.

(3)  That it is expected and contemplated that the Governmental Agency will
comply with (i) all of the requirements of Section 148 of the Code; and (ii) all of the
requirements of the applicable regulations thereunder, to whatever extent is necessary to
assure that the Loan will not be treated as arbitrage bonds.

(4)  That it is anticipated that amounts on deposit in the Sinking Fund will be

used within 13 months from the date of deposit for the payment of debt service on the
Loan and all Prior Bonds payable from said Sinking Fund.
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() That amounts accumulated in the Sinking Fund shall not exceed the
limitations set forth in this Assistance Agreement.

(6)  That it is not reasonably anticipated that amounts accumulated in a
depreciation fund will be used for payment of debt service on any bonds payable from the
revenues of the System, even though such depreciation fund will be so available if
necessary to prevent a default in the payment of principal and interest on such bonds.

Prior to or at the time of delivery of the Loan, the Governmental Agency Chief Executive
and/or the Governmental Agency Treasurer are authorized to execute the appropriate
certification with reference to the matters referred to above, setting out all known and
contemplated facts concerning such anticipated investment of the proceeds of the Loan,
including the execution of necessary and/or desirable certifications of the type contemplated by
the Code and applicable regulations, as amended, in order to assure that interest on the Loan will
be exempt from all federal income taxes and that the Loan will not constitute or be treated as
arbitrage bonds.

Section 10.  Parity Bonds.

The lien and security of and for any bonds or obligations hereafter issued that are payable
from the income and revenues of the System, shall, except as set out herein, be subject to the
priority of the Prior Bonds and the Loan as may from time to time be outstanding; provided the
Governmental Agency has in said Prior Bond Legislation reserved the right and privilege, and
does hereby reserve the right and privilege, of issuing additional bonds from time to time payable
from the income and revenues of the System ranking on a parity with the Prior Bonds and with
the Loan, but only under the conditions specified in the Prior Bond Legislation, which conditions
are hereinafter repeated, taking into account the issuance of the Loan.

No other bonds or other obligations shall be issued by the Governmental Agency and
made payable from the revenues of the System unless the pledge of revenues for the same is
expressly made subordinate and inferior to the lien and pledge herein created; provided,
however, the Governmental Agency hereby reserves the right and privilege of issuing additional
bonds, from time to time, payable from the revenues of the System, ranking on a basis of
equality and parity as to security and source of payment with the Loan, and heretofore issued and
outstanding parity bonds, for the following purposes and subject to the following conditions and
restrictions:

(A)  The Governmental Agency shall have the right to add new System facilities and
related auxiliary facilities by the issuance of one or more additional series of bonds to be secured
by a parity lien on and ratably payable from the revenues and any other security pledged to the
Loan, provided in each instance that:

(i) facility or facilities to be built from the proceeds of the additional parity

bonds is or are made a part of the System and its or their revenues are pledged as
additional security for the additional parity bonds and the Outstanding Bonds;
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(i)  the Governmental Agency is in compliance with all covenants and
undertakings in connection with all of its bonds then outstanding and payable from the
income and revenues of the System or any part thereof;

(iii)  the annual net revenues, defined as gross revenues less Current Expenses
of the System for the fiscal year next preceding the issuance of additional parity bonds,
are certified by an independent certified public accountant to have been equal to at least
one and twenty hundredths (1.20) times the average annual requirements for principal
and interest on all bonds then outstanding and payable from the revenues of the System.
The term “Current Expenses,” as used herein, includes all reasonable and necessary costs
of operating, repairing, maintaining and insuring the System, but shall exclude any
allowance for depreciation, payments into a depreciation fund for extensions,
improvements and extraordinary repairs and maintenance, and payments into a sinking
fund and a debt service reserve;

(iv)  the estimated average annual net revenues of the facility or facilities to be
constructed or acquired with the proceeds of such additional bonds (and any other funds
pledged as security), when added to the estimated future average annual net revenues of
the then existing System, shall be at least one and twenty hundredths (1.20) times the
average annual debt service requirements for principal and interest on all outstanding
bonds payable from the revenues of the System and on the additional bonds to be issued.
Future net revenue estimates shall be furnished by a recognized independent Consulting
Engineer and shall be forecast over a period not exceeding ten (10) years from the date of
the additional bonds proposed to be issued. Provided, however, the foregoing conditions
and limitations prescribed in subparagraph (iii) and this subparagraph (iv) may be waived
or modified by the written consent of the holders of at least seventy-five percent (75%) in
principal amount of the Outstanding Bonds and parity bonds.

(B) The Governmental Agency hereby covenants and agrees that in the event
additional series of parity bonds are issued, it shall:

@) adjust the monthly deposits into the Sinking Fund on the same basis as
that prescribed in Section 7 hereof to reflect the annual debt service on the additional
bonds; and

(i)  adjust and increase appropriately the monthly amount to be deposited into
a depreciation fund in accord with controlling resolutions to give recognition to the
facilities and equipment to be constructed or acquired with the proceeds of such
additional bonds.

(C)  The additional parity bonds (sometimes herein referred to as “permitted” to be
issued), the issuance of which is restricted and conditioned by this Section, shall be understood
to mean bonds or obligations payable from the revenues of the System on a basis of equality and
parity with the Loan, and shall not be deemed to include other bonds or obligations, the security
and source of payment of which are subordinate and subject to the priority of the Loan and parity
bonds herein authorized or permitted to be issued. The Governmental Agency expressly reserves
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the right to issue the Loan or other obligations payable from the revenues herein pledged, and not
ranking on a basis of equality and parity with the Loan and parity bonds herein otherwise
referred to, without any proof of previous earnings or net revenues, but only if such bonds or
other obligations are issued to provide for additions or extensions or improvements of the
System, and only if the same are issued in express recognition of the priorities, liens and rights
created and existing for the security, source of payment, and protection of the Loan and parity
bonds herein authorized and permitted to be issued. Provided, however, that nothing in this
Section is intended or shall be construed as a restriction upon the ordinary refunding of the Loan,
and/or of any bonds which may have been issued and are outstanding under any of the provisions
of this Assistance Agreement, if such refunding does not operate to increase, in any year until the
final maturity of the refunding bonds, the aggregate of the principal and interest requirements of
the bonds to remain outstanding and the bonds proposed to be refunded.

Section 11.  Rates and Charges for Services of the System.

While any Bonds are outstanding and unpaid, the rates for all services of the System
rendered by the Governmental Agency to its citizens, corporations, or others requiring the same,
shall be reasonable and just, taking into account and consideration the cost and value of said
System, the cost of maintaining and operating the same, the proper and necessary allowances for
depreciation thereof, and the amounts necessary for the retirement of the Outstanding Bonds and
the accruing interest on all such Bonds as may be outstanding under the provisions of this
Assistance Agreement and the Prior Bond Legislation, and there shall be charged such rates and
amounts as shall be adequate to meet all requirements of the provisions of this Assistance
Agreement. Prior to the issuance of the Loan a schedule of rates and charges for the services
rendered by the System to all users adequate to meet all requirements of this Assistance
Agreement has been established and adopted.

The Governmental Agency covenants that it will not reduce the rates and charges for the
services rendered by the System without first filing with the Governmental Agency Clerk a
certification of an Independent Consulting Engineer or a Certified Public Accountant that the
annual net revenues (defined in the previous Section) 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 Outstanding Bonds,
calculated in the manner specified in the previous Section.

The Governmental Agency also covenants to cause a report to be filed with the
Governing Body within four months after the end of each fiscal year by a Certified Public
Accountant, setting forth the precise debt service coverage percentage of the average annual debt
service requirements falling due in any fiscal year thereafter for principal of and interest on all of
the then Outstanding Bonds payable from the revenues of the System, produced or provided by
the net revenues of the System in that fiscal year, calculated in the manner specified in the
previous Section; and the Governmental Agency covenants that if and whenever such report so
filed shall establish that such coverage of net revenues for such year was less than 120% of the
average annual debt service requirements, the Governmental Agency shall increase the rates by

18



an amount sufficient, in the opinion of such Certified Public Accountant, to establish the
existence of or immediate projection of, such minimum 120% coverage.

Section 12.  All Obligations of this Loan Are Equal.

The obligations authorized and permitted to be issued hereunder, and from time to time
outstanding, shall not be entitled to priority one over the other in the application of the income
and revenues of the System regardless of the time or times of their issuance, it being the intention
that there shall be no priority among the obligations authorized or permitted to be issued under
the provisions of this Assistance Agreement, regardless of the fact that they may be actually
issued and delivered at different times.

Section 13.  Defeasance and/or Refunding of the Loan.

The Governmental Agency reserves the right, at any time, to cause the pledge of the
revenues securing the outstanding Loan to be defeased and released by paying an amount into an
escrow fund sufficient, when invested (or sufficient without such investment, as the case may be)
in cash and/or U.S. Obligations, to assure the availability in such escrow fund of an adequate
amount (a) to call for redemption and to redeem and retire all of such outstanding Loan, both as
to principal and as to interest, on the next or any optional redemption date, including all costs
and expenses in connection therewith, and to pay all principal and interest falling due on the
outstanding Loan to and on said date, or (b) to pay all principal and interest requirements on the
outstanding Loan as same matures, without redemption in advance of maturity, the determination
of whether to defease under (a) or (b) or both to be made by the Governing Body. Such U.S.
Obligations shall have such maturities as to assure that there will be sufficient funds for such
purpose. If such defeasance is to be accomplished pursuant to (a), the Governmental Agency
shall take all steps necessary to publish the required notice of the redemption of the outstanding
Loan and the applicable redemption date. Upon the proper amount of such investments being
placed in escrow and so secured, such revenue pledge shall be automatically fully defeased and
released without any further action being necessary.

Section 14.  Contractual Nature of Assistance Agreement.

The provisions of this Assistance Agreement shall constitute a contract between the
Governmental Agency and the Issuer; and after the issuance of the Loan, no change, variation or
alteration of any kind in the provisions of this Assistance Agreement, nor of the Prior Bond
Legislation, shall be made in any manner except as herein or therein provided until such time as
all of the Bonds authorized thereby and the interest thereon have been paid or provided for in
full, or as otherwise provided herein; provided that the Governing Body may enact legislation for
any other purpose not inconsistent with the terms of this Assistance Agreement, and which shall
not impair the security of the Issuer 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
ordinance or other proceedings pertaining hereto.

Section 15. Appointment and Duties of Trustee.

The Trustee is hereby designated as the bond registrar and paying agent with respect to
the Loan.
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Its duties as Trustee shall be as follows:
(a) To register the Loan in the name of the Issuer;

(b) To cancel and destroy (or remit to the Governmental Agency for destruction, if so
requested by the Governmental Agency) all exchanged, matured, retired and redeemed Loan
obligations, and to maintain adequate records relevant thereto;

(c) To remit, but only to the extent that all required funds are made available to the
Trustee by the Governmental Agency, semiannual interest payments directly to the Issuer’s
accounts for the Program;

(d)  To notify the Issuer of any Loan obligations to be redeemed and to redeem the
Loan prior to its stated maturity upon receiving sufficient funds; and

(e) To supply the Governmental Agency with a written accounting evidencing the
payment of interest on and principal of the Loan within thirty (30) days following each
respective due date.

The Trustee shall be entitled to the advice of counsel and shall be protected for any acts
taken by it in good faith in reliance upon such advice. The Trustee shall not be liable for any
actions taken in good faith and believed by it to be within its discretion or the power conferred
upon it by this Assistance Agreement, or the responsibility for the consequences of any oversight
or error in judgment.

The Trustee may at any time resign from its duties set forth in this Assistance Agreement
by filing its resignation with the Governmental Agency Clerk and notifying the Issuer.
Thereupon, the Issuer shall notify the Governmental Agency of a successor Trustee which shall
be an incorporated bank or trust company authorized to transact business in the United States of
America. Notwithstanding the foregoing, in the event of the resignation of the Trustee, provision
shall be made for the orderly transition of the books, records and accounts relating to the Loan to
the successor Trustee in order that there will be no delinquencies in the payment of interest or
principal due on the Loan.

Section 16.  Provisions in Conflict Repealed.

All ordinances, resolutions and orders, or parts thereof, in conflict herewith are, to the
extent of such conflict, hereby repealed; and it is hereby specifically ordered and provided that
any proceedings heretofore taken for the issuance of other bonds payable or secured in any
manner by all or any part of the income and revenues of the System, or any part thereof, and
which have not heretofore been issued and delivered, are hereby revoked and rescinded, and
none of such other bonds shall be issued and delivered.

Section 17.  Covenant of Governmental Agency to Take All Action Necessary to Assure
Compliance with the Internal Revenue Code of 1986.

In order to assure purchasers of the Loan that interest thereon will continue to be exempt
from federal and Kentucky income taxation (subject to certain exceptions set out below), the
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Governmental Agency covenants to and with the Issuer that (1) the Governmental Agency will
take all actions necessary to comply with the provisions of the Code, (2) the Governmental
Agency will take no actions which will violate any of the provisions of the Code, or would cause
the Loan to become “private activity bonds” within the meaning of the Code, (3) none of the
proceeds of the Loan will be used for any purpose which would cause the interest on the Loan to
become subject to federal income taxation, and the Governmental Agency will comply with any
and all requirements as to rebate (and reports with reference thereto) to the United States of
America of certain investment earnings on the proceeds of the Loan.

The Governmental Agency reserves the right to amend this Assistance Agreement but
only with the consent of the Issuer (i) to whatever extent shall, in the opinion of Bond Counsel,
be deemed necessary to assure that interest on the Loan shall be exempt from federal income
taxation, and (ii) to whatever extent shall be permissible (without jeopardizing such tax
exemption or the security of such owners) to eliminate or reduce any restrictions concerning the
investment of the proceeds of the Loan, or the application of such proceeds or of the revenues of
the System. The purchasers of the Loan are deemed to have relied fully upon these covenants
and undertakings on the part of the Governmental Agency as part of the consideration for the
purchase of the Loan. To the extent that the Governmental Agency obtains an opinion of
nationally recognized bond counsel to the effect that non-compliance with any of the covenants
contained in this Assistance Agreement or referred to in this Assistance Agreement would not
subject interest on the Loan to federal income taxes or Kentucky income taxes, the
Governmental Agency shall not be required to comply with such covenants or requirements.

This Assistance Agreement is executed in contemplation that Bond Counsel will render
an opinion as to exemption of principal of the Loan from Kentucky ad valorem taxation and as to
exemption of interest on the Loan from federal and Kentucky income taxation, based on the
assumption by Bond Counsel that the Governmental Agency complies with covenants made by
the Governmental Agency with respect to compliance with the provisions of the Code, and based
on the assumption of compliance by the Governmental Agency with requirements as to any
required rebate (and reports with reference thereto) to the United States of America of certain
investment earnings on the proceeds of the Loan. The Governmental Agency has been advised
that based on the foregoing assumptions of compliance, Bond Counsel is of the opinion that the
Loan is not an “arbitrage bond” within the meaning of Section 148 of the Code.

Section 18. Insurance.

(a) Fire and Extended Coverage. If and to the extent that the System includes
structures above ground level, the Governmental Agency shall, upon receipt of the proceeds of
the sale of the Loan, if such insurance is not already in force, procure fire and extended coverage
insurance on the insurable portion of all of the facilities of the System, of a kind and in such
amounts as would ordinarily be carried by private companies or public bodies engaged in
operating a similar utility.

The foregoing fire and extended coverage insurance shall be maintained so long as any of
the Loan is outstanding and shall be in amounts sufficient to provide for not less than full
recovery whenever a loss from perils insured against does not exceed eighty percent (80%) of the
full insurable value of the damaged facility.
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In the event of any damage to or destruction of any part of the System the Governmental
Agency shall promptly arrange for the application of the insurance proceeds for the repair or
reconstruction of the damaged or destroyed portion thereof.

(b)  Liability Insurance on Facilities. So long as the Loan is outstanding, the
Governmental Agency shall, procure and maintain, public liability insurance relating to the
operation of the facilities of the System, with limits of not less than $200,000 for one person and
$1,000,000 for more than one person involved in one accident, to protect the Governmental
Agency from claims for bodily injury and/or death; and not less than $200,000 from claims for
damage to property of others which may arise from the Governmental Agency’s operations of
the System and any other facilities constituting a portion of the System.

(c) Vehicle Liability Insurance. If and to the extent that the Governmental Agency
owns or operates vehicles in the operation of the System, upon receipt of the proceeds of the
Loan, the Governmental Agency shall, if such insurance is not already in force, procure and
maintain, so long as the Loan is outstanding, vehicular public liability insurance with limits of
not less than $200,000 for one person and $1,000,000 for more than one person involved in one
accident, to protect the Governmental Agency from claims for bodily injury and/or death, and
not less than $200,000 against claims for damage to property of others which may arise from the
operation of such vehicles by the Governmental Agency.

Section 19. Event of Default; Remedies.

The following items shall constitute an “Event of Default” on the part of the
Governmental Agency:

(a) The failure to pay principal on the Loan when due and payable, either at maturity
or by proceedings for redemption;

(b) The failure to pay any installment of interest on the Loan when the same shall
become due and payable;

(c) The failure of the Governmental Agency to fulfill any of its obligations pursuant
to this Assistance Agreement and to cure any such failure within 30 days after receipt of written
notice of such failure; and/or

(d) The failure to promptly repair, replace or reconstruct essential facilities of the
System after any major damage and/or destruction thereof.

Upon the occurrence of an Event of Default, the Issuer or the Trustee on its behalf, as
owner of the Loan, may enforce and compel the performance of all duties and obligations of the
Governmental Agency as set forth herein. Upon the occurrence of an Event of Default, then,
upon the filing of suit by the Trustee or the Issuer, any court having jurisdiction of the action
may appoint a receiver to administer the System on behalf of the Governmental Agency, with
power to charge and collect rates sufficient to provide for the payment of the principal of and
interest on the Loan, and for the payment of operation and maintenance expenses of the System,
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and to provide and apply the income and revenues in conformity with this Assistance Agreement
and with the laws of the Commonwealth of Kentucky.

In addition to and apart from the foregoing, upon the occurrence of an Event of Default,
the owner of the Loan may require the Governmental Agency by demand, court order,
injunction, or otherwise, to raise all applicable rates charged for services of the System a
reasonable amount, consistent with the requirements of this Assistance Agreement.

Section 20. Annual Reports.

The Governmental Agency hereby agrees to provide or cause to be provided to the Issuer
and the Compliance Group audited financial statements prepared in accordance with generally
accepted accounting principles (commencing with the Fiscal Year ended prior to the Fiscal Year
in which this Agreement is executed) and such other financial information and/or operating data
as requested by the Issuer or the Compliance Group.

The annual financial information and operating data, including audited financial
statements, will be made available on or before 180 days after the end of each Fiscal Year.

Section 21.  Supplemental Assistance Agreement.

The Governmental Agency may, but only with the consent of the Issuer, execute one or
more supplemental Assistance Agreements as shall not be inconsistent with the terms and
provisions hereof for any one or more of the following purposes:

(a) to cure any ambiguity or formal defect or omission in this Assistance Agreement;

(b)  to subject to the lien and pledge of this Assistance Agreement additional
revenues, properties, or collateral which may legally be subjected;

(c) to add to the conditions, limitations and restrictions on the issuance of bonds,
other conditions, limitations and restrictions thereafter to be observed;

(d) to add to the covenants and agreements of the Governmental Agency in this
Assistance Agreement, other covenants and agreements thereafter to be incurred by the
Governmental Agency or to surrender any right or power herein reserved to or conferred upon
the Governmental Agency;

(e) to effect the issuance of additional Parity Bonds; and/or

® to modify the terms and conditions of this Assistance Agreement at the request of
the Issuer in order to assist the Issuer in operating the Program or to maintain any rating the
Issuer may have on its Program obligations.

Section 22. No Remedy Exclusive.

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

Section 23. Waivers.

In the event that any agreement contained herein should be breached by either party and
thereafter waived by the other party, such waiver will be limited to the particular breach so
waived and will not be deemed to waive any other breach hereunder.

Section 24.  Agreement to Pay Attorneys’ Fees and Expenses.

In the event that either party hereto shall become in default under any of the provisions
hereof and the non-defaulting party employs attorneys or incurs other expenses for the
enforcement of performance or observance of any obligation or agreement on the part of the
defaulting party herein contained, the defaulting party agrees that it will pay on demand therefore
to the non-defaulting party the fees of such attorneys and such other expenses so incurred by the
non-defaulting party.

Section 25.  Signatures of Officers.

If any of the officers whose signatures or facsimile signatures appear on this Assistance
Agreement or any other document evidencing the Loan cease to be such officers before delivery
of the Loan, such signatures shall nevertheless be valid for all purposes the same as if such
officers had remained in office until delivery, as provided by KRS 58.040 and KRS 61.390.

Section 26.  Severability Clause.

If any section, paragraph, clause or provision of this Assistance Agreement shall be held
invalid, the invalidity of such section, paragraph, clause or provision shall not affect any of the
remaining provisions of this Assistance Agreement.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused
this Assistance Agreement to be signed in its name by its President and attested by its
Secretary/Treasurer and the McCreary County Water District has caused this Assistance
Agreement to be signed in corporate name and by its officer thereunder duly authorized, all as of
the day and year first above written.

KENTUCKY RURAL WATER FINANCE
CORPORATION

President

By V/QP% //{/LQ/—%

7=

ecretary/Treasurer
MCCREARY COUNTY WATER
DISTRICT
By
Chairman
Attest:
By
Secretary
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused
this Assistance Agreement to be signed in its name by its President and attested by its
Secretary/Treasurer and the McCreary County Water District has caused this Assistance
Agreement to be signed in corporate name and by its officer thereunder duly authorized, all as of
the day and year first above written.

KENTUCKY RURAL WATER FINANCE

CORPORATION
By
President
Attest:
By
Secretary/Treasurer
MCCREARY COUNTY WATER
DISTRICT
* ~7” Chairman
Attest:

By. VY [ dond J e~

Secretary
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EXHIBIT A

Debt Service Schedule



KRWFC Flexible Term Program Series 2020 E

Sinking Fund Payment Schedule

Borrower: McCreary County Water District - refunding
Closing Date: 09/23/20
Total Monthly
Monthly Monthly Sinking Fund

Principal Interest Payments
11/20-1/21 4,408.15 4,408.15
2/21-7/21 2,916.67 3,099.48 6,016.15
8/21-1/22 2,916.67 3,099.48 6,016.15
2/22-7/22 2,916.67 2,975.52 5,892.19
8/22-1/23 2,916.67 2,975.52 5,802.19
2/23-7/23 2,916.67 2,851.56 5,768.23
8/23-1/24 2,916.67 2,851.56 5,768.23
2/24-7/24 2,916.67 2,727.61 5,644.27
8/24-1/25 2,916.67 2,727.61 5,644.27
2/25-7/25 3,333.33 2,603.65 5,936.98
8/25-1/26 3,333.33 2,603.65 5,936.98
2/26-7/26 3,333.33 2,461.98 5,795.31
8/26-1/27 3,333.33 2,461.98 5,795.31
2/27-7/27 3,333.33 2,320.31 5,653.65
8/27-1/28 3,333.33 2,320.31 5,653.65
2/28-7/28 3,750.00 2,178.65 5,928.65
8/28-1/29 3,750.00 2,178.65 5,928.65
2/29-7/29 3,750.00 2,019.27 5,769.27
8/29-1/30 3,750.00 2,019.27 5,769.27
2/30-7/30 3,750.00 1,859.90 5,609.90
8/30-2/31 3,750.00 1,859.90 5,609.90
2/31-7/31 4,166.67 1,738.02 5,904.69
8/31-1/32 4,166.67 1,738.02 5,904.69
2/32-7/32 4,166.67 1,602.61 5,769.27
8/32-1/33 4,166.67 1,602.61 5,769.27
2/33-7/33 4,166.67 1,467.19 5,633.86
8/33-1/34 4,166.67 1,467.19 5,633.86
2/34-7/34 4,166.67 1,373.44 5,540.11
8/34-1/35 4,166.67 1,373.44 5,540.11
2/35-7/35 4,583.33 1,279.69 5,863.02
8/35-1/36 4,583.33 1,279.69 5,863.02
2/36-7/36 4,583.33 1,176.56 5,759.90
8/36-1/37 4,583.33 1,176.56 5,759.90
2/37-7/37 4,583.33 1,073.44 5,656.77
8/37-1/37 4,583.33 1,073.44 5,656.77
2/38-7/38 4,583.33 964.58 5,547.92
8/38-1/39 4,583.33 964.58 5,547.92
2/39-7/39 4,583.33 855.73 5,439.06
8/39-1/40 4,583.33 855.73 5,439.06
2/40-7/40 5,000.00 746.88 5,746.88
8/40-1/41 5,000.00 746.88 5,746.88
2/41-7/41 5,000.00 615.63 5,615.63
8/41-1/42 5,000.00 615.63 5,615.63
2/42-7/42 5,000.00 484,38 5,484.38
8/42-1/43 5,000.00 484,38 5,484.38
2/43-7/43 5,416.67 353.13 5,769.79
8/43-1/44 5,416.67 353.13 5,769.79
2/44-7/44 5,416.67 210.94 5,627.61
8/44-1/45 5,416.67 210.94 5,627.61
2/45-7/45 833.33 68.75 902.08
8/45-1/46 833.33 68.75 902.08
2/46-7/46 833.33 45,83 879.17
8/46-1/47 833.33 45.83 879.17
2/47-7/47 833.33 22,92 856.25
8/47-1/48 833.33 22,92 856.25

2/48-7/48 - - -
1,210,000.00 483,355.88 1,688,947.73
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BOND RESOLUTION

RESOLUTION OF THE McCREARY COUNTY WATER DISTRICT
AUTHORIZING AND PROVIDING FOR THE ISSUANCE AND SALE OF
$1,324,000 PRINCIPAL AMOUNT OF McCREARY COUNTY WATER
DISTRICT WATER AND SEWER REVENUE BONDS, SERIES 2020 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 ISSUED AND OUTSTANDING; PROVIDING
FOR THE COLLECTION, SEGREGATION AND DISTRIBUTION OF THE
REVENUES OF SAID WATER AND SEWER SYSTEM; AND PROVIDING
FOR AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS.

WHEREAS, the water and sewer system (the "System") of the McCreary County 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 hereinafter
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, 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 $1,324,000 (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 Kentucky Engineering Group, PLLC 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 subject to the
priority of the Prior Bonds, and

WHEREAS, the District has filed an Application with the Kentucky Public Service
Commission for the issuance of a Certificate of Public Convenience and Necessity, authorizing the
issuance of the Current Bonds and 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 $940,400, to provide the total cost of such
construction,

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE McCREARY COUNTY WATER DISTRICT AS FOLLOWS:



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

Section 101. Definitions. As used in this Resolution, unless the context requires otherwise:
"Act" refers to Chapters 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 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.

"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, the 2007 Bonds,
and the Parity Bonds.

"Bonds of 2005 - Water" or "Series 2005 Water Bonds" refer to the outstanding McCreary
County Water District Water System Revenue Bonds, Series 2005, dated August 31, 2005, in the
original authorized principal amount of $750,000.

"Bonds of 2005 - Sewer" or "Series 2005 Sewer Bonds" refer to the outstanding McCreary
County Water District Sewer System Revenue Bonds, Series 2005, dated August 31, 2005, in the
original authorized principal amount of $290,000.

"Bonds of 2008 - New Liberty" or "Series 2008 New Liberty Bonds" refer to the outstanding
McCreary County Water District Water System Revenue Bonds, Series 2008 (New Liberty Project),
dated October 29, 2008, in the original authorized principal amount of $325,000.

"Bonds of 2008 - Cumberland Falls" or "Series 2008 Cumberland Falls Bonds" refer to the
outstanding McCreary County Water District Water System Revenue Bonds, Series 2008

(Cumberland Falls Project), dated October 29, 2008, in the original authorized principal amount of
$150,000.

"Bonds of 2012" or "Series 2012 Bonds" refer to the outstanding McCreary County Water
District Water System Revenue Bonds, Series 2012, dated February 27, 2013, in the original
authorized principal amount of $1,935,000, consisting of $1,300,000 of Series A Bonds and
$635,000 of Series B Bonds.



"Bonds of 2015" or "Series 2015 Bonds" refer to the outstanding McCreary County Water
District Water and Sewer Revenue Bonds, Series 2015, dated February 5, 2016, in the original
authorized principal amount of $1,158,000.

"Bond Resolution of 2005 - Water" or "2005 Water Bond Resolution" refer to the Resolution
authorizing the Series 2005 Water Bonds.

"Bond Resolution of 2005 - Sewer" or "2005 Sewer Bond Resolution" refer to the Resolution
authorizing the Series 2005 Sewer Bonds.

"Bond Resolution of 2008 - New Liberty" or "2008 New Liberty Bond Resolution” refer to
the Resolution authorizing the Bonds of 2008 - New Liberty.

"Bond Resolution of 2008 - Cumberland Falls" or "2008 Cumberland Falls Bond
Resolution" refer to the Resolution authorizing the Bonds of 2008 - Cumberland Falls.

"Bond Resolution of 2012" or "2012 Bond Resolution" refer to the Resolution authorizing
the Series 2012 Bonds.

"Bond Resolution of 2015" or "2015 Bond Resolution" refer to the Resolution authorizing
the Series 2015 Bonds.

"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” refers to the McCreary County Water District Water and Sewer
Construction Account, created in Section 301(B) of this Current Bond Resolution.

"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.

"Current Bonds" refers to the $1,324,000 of McCreary County Water District Water and
Sewer Revenue Bonds, Series 2020 (Stearns/Smithtown Phase 2 Water Improvements Project)
authorized by this Resolution, to be dated as of the date of issuance thereof.



“Current Sinking Fund" refers to the McCreary County Water District Water and Sewer
Sinking Fund of 2020, described in Section 402 of this Resolution.

"Debt Reserve Fund" refers to the McCreary County Water District Water and Sewer Debt
Reserve Fund, described in Section 402 of this Resolution.

"Depository Bank" refers to the bank, which shall be a member of the FDIC, which bank is
United Cumberland Bank, Whitley City, Kentucky, or its successor.

"District" refers to the McCreary County Water District.

"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 furnish full time resident inspection of the construction of the Project, and shall be
deemed to refer to Kentucky Engineering Group, PLLC, 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.

A

"FDIC" 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 year.

"Funds" refers to the Construction Account, the Revenue Fund, the Current Sinking Fund,
the Prior Sinking Fund, the Debt Reserve Fund and the Operation and Maintenance Fund.

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

"Grant Proceeds" refers to 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 excellent reputation in the field of water 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 financial institution or governmental agency

approved by the District.

“KIA Loan" refers to the loan to the District from the Kentucky Infrastructure Authority,
dated January 1, 2004, in the original principal amount of $1,725,714.



“KRWFC 2012 Loan" refers to the loan to the District from the Kentucky Rural Water
Finance Corporation, dated May 30, 2012, in the original principal amount of $4,800,000.

“"KRWFC 2013 Loan" refers to the loan to the District from the Kentucky Rural Water
Finance Corporation, dated March 24, 2004, in the original principal amount of $2,050,000, which
loan was reamortized on February 27, 2013 to a revised principal amount of $1,415,000.

"Local Counsel" refers to Tim Lavender, Esq., Whitley City, Kentucky, or any other attorney
or firm of attorneys designated by the District.

"Multiple Advances" refers to the advance of loan funds from the RD 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 Kentucky Revised Statutes, including any renewal or extensions of the Note, issued by the
District evidencing the interim financing for the Project as prescribed in Section 302 of this
Resolution.

"Operation and Maintenance Fund" refers to the McCreary County Water District Water and
Sewer Operation and Maintenance Fund described in Section 401 of this Resolution.

"Outstanding 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 Bonds" 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 so as to rank inferior to the security
and source of payment of the outstanding Bonds.

"Prior Bonds" refers collectively to the Series 2005 Water Bonds, the Series 2005 Sewer
Bonds, the Series 2008 New Liberty Bonds, the Series 2008 Cumberland Falls Bonds, the Series
2012 Bonds, the KIA Loan, the KRWFC 2012 Loan, the KRWFC 2013 Loan and the Series 2015
Bonds.

"Prior Bond Resolution" refers collectively to the 2005 Water Bond Resolution, the 2005
Sewer Bond Resolution, the 2008 New Liberty Bond Resolution, the 2008 Cumberland Falls Bond
Resolution, the 2012 Bond Resolution, the 2015 Bond Resolution and the resolutions authorizing
the KIA Loan, the KRWFC 2012 Loan and the KRWFC 2013 Loan.



"Prior Sinking Fund" refers to the McCreary County Water District Water and Sewer
Revenue Bond and Interest Sinking Fund, described in Section 401 of this 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 United States Department of Agriculture, acting through Rural
Development.

"RD Grant" 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 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 Engineers.

"Revenue Fund" refers to the McCreary County Water District Water and Sewer Revenue
Fund, described in Section 401 of this Resolution.

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

"System" refers to the existing water and sewer 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
States 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.

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 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 under-
taking 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 $2,264,400. 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 $1,324,000 of Current Bonds, based on the following
calculation:

Total cost of Project $2,264,400
Less:

ARC Grant $500,000

RD Grant 440,400

Total Non-Bond Funds: (940.400)
Balance to be financed by Current Bonds $1,324,000

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 $1,324,000 principal
amount of McCreary County Water District Water and Sewer Revenue Bonds, Series 2020.

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 hereinafter
provided; and shall be issued and delivered as prescribed in Section 202 hereof.



Interest on the Current Bonds shall be payable semiannually on April 1 and October 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 April | or October 1, as the case may be. Principal of
the Current Bonds shall be payable on April 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
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 Qut of Gross Revenues. The Current
Bonds and any additional Parity Bonds that may be issued under the conditions and restrictions
hereinafter set forth, shall be payable out of the gross revenues of the System, subject to the priority
of the Prior Bonds.

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 operator
proceeding by authority of any court.




ARTICLE 2. THE BONDS; BOND FORM; PREPAYMENT.

Section 201. Principal Payments. Principal payments due 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. 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 fully
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
registration requirements as to transferability), registered as to principal and interest and payable as
directed by the registered Owner.

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
Current Bond. The Current Bonds shall be executed on behalf 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 until delivery.

Section 204. Provisions as to Prepayment. Except when all of the Current Bonds are held
by the Government, principal maturities falling due prior to April 1, 2029, shall not be subject to
prepayment. Principal maturities falling due on and after April 1, 2029, shall be subject to
prepayment by the District on any date falling on and after April 1, 2028, at par plus accrued
interest, without any prepayment penalty.

So long as the registered owner of the Current Bonds is the United States of America, or any
agency thereof, the entire principal amount of the Current Bonds, or installments in multiples of
$100, may be prepaid at any time in inverse chronological order of the instaliments due.
Prepayments or extra payments on the Current Bonds shall, after payment of interest, be applied to
the installments last to become due hereunder and shall not affect the obligation of the District to
pay the remaining installments in accordance with the Current Bonds.

Notice of such prepayment shall be given by certified mail to 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;
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS.

Section 301. Construction Account; Application of Proceeds of Bonds; Other Transfers
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. 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
$245,500 (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
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 $245,500, the Fidelity Bond shall be increased accordingly as requested
by and with the approval of the RD.

A. Covenants Applicable if RD Purchases Current Bonds. Itisacknowledged
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 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 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. Simultaneously with the delivery of the Current Bonds, there shall immediately
be paid to the Interim Lender (or the RD if Multiple Advances are 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 "McCreary County Water District Water and Sewer Construction
Account" hereby created, which shall be established at the Depository Bank. There shall
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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 financing owed by the District at the time of receipt of Grant Proceeds.

A3) 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 RD as to such expenditures, 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 authorized by the Commission), 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) 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 District's Construction Account records shall be made by RD as
determined by it to be necessary.

“) Transfer of Capitalized Interest to Current Sinking Fund. There
shall be transferred from the Construction Account an amount sufficient to provide for
capitalized interest (initially estimated at $45,000) during the construction of the Project, as
approved by the Engineers and by the RD. Ifand 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 Current Sinking Fund.

) 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 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 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. Invest-
ments 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. 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.

@) Disposition of Balance in Construction 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 and/or 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 Current Sinking Fund, whereupon said Construction Account shall be closed. Such
remaining balance in the Construction Account so transferred to the Current 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 penalty, provided further that
any balance insufficient to prepay at least $100 of the principal payment falling due in any
year on the Bonds will be transferred to the Debt Reserve Fund.

Section 302. Interim Financing Authorization.

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, if
available at reasonable rates and terms.

The borrowing of up to the aggregate sum of $1,324,000 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 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
proceeds of the Note in the Construction 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.

The aggregate of the principal amount of all Notes shall not exceed $1,324,000. 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 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 $1,324,000 shall be the maximum
indebtedness which the District may owe at any one time to the Interim Lender for the purpose of
providing temporary 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 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 extent may be necessary, in payment 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 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 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 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
theretofore. The District further pledges the revenues of the System to the repayment of said interim
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financing, subject to the vested rights and priorities of the pledges securing the Outstanding Bonds.

It is understood that the foregoing constitutes an alternative method of obtaining
interim financing, and does not preclude the authorization 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 obtain a 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.

If the 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 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 (i) 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 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 303. Arbitrage Limitations on Investment of 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
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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 Current 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) McCreary County Water District Water System Revenue Fund

(b) McCreary County Water District Water System Revenue Bond and Interest
Sinking Fund

(c) McCreary County Water District Water System Sinking Fund of 2008

(d) McCreary County Water District Water System Debt Reserve Fund

(e) McCreary County Water District Water System Operation and Maintenance
Fund

There is hereby created the McCreary County Water District Water and Sewer Sinking Fund
of 2020.

All of the Funds shall be maintained with the Depository Bank so long as any Bonds remain
outstanding. The District shall have the right to designate a different Depository Bank at any time.

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; (ii) 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 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 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. Prior Sinking Fund. There shall be transferred from the Revenue Fund and
deposited into the Prior 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:

n A sum equal to one-sixth (1/6) of the next succeeding interest payment to
become due on all Prior Bonds then outstanding, plus
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(2) A sum equal to one-twelfth (1/12) of the principal of all of the Prior Bonds
maturing on the next succeeding principal payment date.

Said Prior Sinking Fund shall be used solely and only and is hereby pledged for the
purpose of paying the principal of and interest on the Prior Bonds.

C. Current Sinking Fund. At or after the time that the Current Bonds have
been delivered, there shall be transferred from the Construction Account into the Current Sinking
Fund an amount sufficient (currently estimated at $45,000) to provide for capitalized interest 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.

After the monthly transfers required in the preceding paragraphs have been paid from
the Revenue Fund, there shall next be transferred monthly from said Revenue Fund and deposited
into the Current Sinking Fund on or before the 20th day of each month, for payment of interest on
and principal of the Current 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 Current Bonds then outstanding, plus

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

The Current Sinking Fund is hereby pledged for the payment of the interest and the
principal of the Current Bonds, but subject to the vested rights and priorities of the Prior Bonds.

D. Debt Reserve Fund. [t 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 $435 each month which
shall be deposited into the Debt Reserve Fund until there is accumulated in such Debt Reserve Fund
the sum of at least $52,200, which amount shall be maintained, and when necessary, restored to said
sum of $52,200, so long as any of the Current Bonds are outstanding and unpaid. These deposits
are in addition to the deposits required by the Prior Bond Resolution.

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 Debt Reserve Fund, there shall be deposited into said Debt Reserve 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 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.
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Moneys in the Debt Reserve 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 extra-
ordinary 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.

E. 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.

F. 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 instaliments to the RD or to the insured
Owners of the Bonds.

G. 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 Debt Reserve 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.

H. Investment and Miscellaneous Provisions. All monies in the Sinking Fund
and the Debt Reserve 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 Debt Reserve 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 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.

Any 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 Outstanding Bonds shall be subject to the
applicable limitations set out in Section 303 hereof.
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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.

Section 403. Current Bonds Subject to the Prior Bonds. The Current Bonds shall be

secured by and payable on a parity from the income and revenues of the System, subject to the
vested rights and priorities of the Prior Bonds.
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ARTICLE 5. COVENANTS OF DISTRICT

Section S01. 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 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 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
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, 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 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 System by a Certified Public
Accountant licensed in Kentucky. No later than ninety (90) days after the close of each Fiscal Year,
copies of such audit reports certified by such Certified 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 reports shall be furnished to the RD and to any Bondowner requesting
same, during the first two (2) years of operation after completion of the Project, and whenever and
so 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 furnished at all other
times to 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 to the extent permitted 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 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 to the RD without request, if the Government is the Owner of any of the
Bonds.

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 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 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 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 (c) to pay operating expenses, the District shall revise the rates and
charges sufficiently to provide the funds so required.

[f 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 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 attorney and may file written
objections to 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 annually before the first day of the Fiscal Year, the annual budget
for the upcoming Fiscal Year 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:

() 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;
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(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 all of the
Outstanding 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 thereby so that the gross income and revenues will be sufficient at
all times (i) to pay the interest on and principal of the Outstanding Bonds as
same become due; (ii) to pay the cost of operating and maintaining 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 water systems under similar 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).

Section 505. Other Covenants Applicable So Long as RD Owns Any Bonds. So long
as the RD shall own any of the Bonds, the District shall comply with such RD regulations,

requirements and requests as shall be made by the RD, including the furnishing 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
insurance carriers acceptable to the RD and compliance with all of the terms and conditions of the
Loan Resolution (RD Form 1780-27) adopted and executed by the District, which is hereby
authorized, approved, ratified and confirmed.

Section 506. Civil Rights and Equal Opportunity. The District covenants and agrees to
comply with all applicable Federal laws and statutes, including but not limited to:

(a) Section 504 of the Rehabilitation Act of 1973. The District acknowledges that under
Section 504 of the Rehabilitation Act of 1973, as amended (29 U.S.C. 794), no handicapped
individual in the United States shall, solely by reason of their handicap, be excluded from
participation in, be denied the benefits of, or be subjected to discrimination under any program or
activity receiving RHS financial assistance.

(b) Civil Rights Act of 1964. The District acknowledges that it is subject to, and its
Facilities must be operated in accordance with, Title VI of the Civil Rights Act of 1964 (42 U.S.C.
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2000d ef seq.) and Subpart E of Part 1901 of said Title VI, particularly as it relates to conducting
and reporting of compliance reviews.

(c) Americans with Disabilities Act (ADA) of 1990. The District acknowledges that the
Americans with Disabilities Act of 1990 (42 U.S.C. 12101 et seq.) [the "ADA Act"] prohibits
discrimination on the basis of disability in employment, state and local government services, public
transportation, public accommodations, facilities, and telecommunications. Title I of the ADA Act
applies to facilities operated by state and local public entities that provide services, programs, and
activities. Title IIl of the ADA Actapplies to facilities owned, leased, or operated by private entities
that accommodate the public.

(d)  Age Discrimination Act of 1975. The District acknowledges that the Age
Discrimination Act of 1975 (42 U.S.C. 6101 ef seq.) provides that no person in the United States
shall, on the basis of age, be excluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity receiving federal financial assistance.

(e) Limited English Proficiency (LEP) under Fxecutive Order 13166. The District
acknowledges that LEP statutes and authorities prohibit exclusion from participation in, denial of
benefits of, and discrimination under Federally-assisted and/or conducted programs on the grounds
of race, color, or national origin. Title VI of the Civil Rights Act of 1964 covers program access for
LEP persons. LEP persons are individuals who do not speak English as their primary language and
who have a limited ability to read, speak, write or understand English. These individuals may be
entitled to language assistance, free of charge. The District agrees to take reasonable steps to ensure
that LEP persons receive the language assistance necessary to have meaningful access to RHS
programs, services and information the District provides. These protections are pursuant to
Executive Order 13166 entitled "Improving Access to Services by Persons with Limited English
Proficiency" and further affirmed in the USDA Departmental Regulation 4330-005 "Prohibition
Against National Origin Discrimination Affecting Persons with Limited English Proficiency in
Programs and Activities Conducted by USDA.

Section 507. Insurance on Motors, Tanks 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 Engineers 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 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 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 earnings or net revenues, provided that the consent of the RD 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
only for the purpose of providing for future extensions, additions and improvements to the System,
and only inexpress recognition of the priorities, 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 a portion of the Outstanding Bonds.

Section 602. Parity Bonds to Complete the Project. The District hereby certifies,
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 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 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 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 issued, 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 water 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
for the additional Parity Bonds and for the Outstanding Bonds.

(b) 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 year in which such Parity
Bonds are to be issued, adjusted as hereinafter provided, shall be certified 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 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 approximately equal annual installments.

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

(N 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.

(e) Compliance with Section 603(a) through (d) shall not be necessary for the
issuance of Parity 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.

Section 604. Covenants to be Complied with at Time of Issuance of Parity Bonds. 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 Debt
Reserve Fund on the same basis as that prescribed in the provisions establishing such Debt
Reserve 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 April | of each year in
which principal falls due and payable as to interest on April I and October 1 of each year
until the final maturity of such Parity Bonds.

Section 605. Prepayment 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 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.

Section 606. Consent of the RD Regarding Future 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 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 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 District 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 to either
(1) redemption of Outstanding Bonds in accordance with the provisions
governing 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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(c) 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

(d) 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 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 due
and payable, either at maturity or by proceedings for redemption.

(b)  The failure to pay any instailment 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.

(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 or
in this Resolution.

(d)  The failure to promptly repair, replace or reconstruct facilities 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 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 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. Upon 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 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 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 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 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 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. 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 Owned by Government
Whenever Feasible; Defeasement Prohibited. So long as the Government is the Owner of 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 sell bonds of the District 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 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
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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 to
make a grant to the District in the amount of $440,400 (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 authorized to execute said RD 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 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
$500,000 (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
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 authorized to execute said ARC Grant Agreement on behalf of the
District. The Chairman and the 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 806. Authorization, 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 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 RD Letter of Conditions (RD
Form 1942-46).

(d) Loan Resolution (RD Form 1780-27).

(e) Agreement for Engineering Services with the Engineers.
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Section 807. Authorization of Condemnation to Acquire Easements and/or 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 water or sewer
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 water lines cannot be located within the
right-of-way of the State and/or County road involved; and/or (2) such water or sewer facilities
cannot be located on a site already owned by the District, Local Counsel is hereby authorized and
directed to file condemnation actions to obtain such necessary rights-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/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 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 Project to pay any judgment award, or compromise, determined by Local Counsel with
the acquiescence of the 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 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
forany 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 it

is determined by Bond Counsel or Local Counsel that the District is required to file any financing
statements 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
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 "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 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 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 is no bid or that all bids are rejected, the District may readvertise the
sale pursuant to this Resolution.

Section 902. Adjustment in 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 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 written authorization
signed by the Purchaser and the Chairman 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) 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 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 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 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 to 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 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-purpose investments" in excess of the amount which said
investments would have earned at a rate equal to the "yield" 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
investments and the remittance thereof to the United States of America on or before the
anniversary of the fifth (S5th) year from the date of the Current Bonds, and once every
five (5) 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
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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, 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. It 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 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 to correct by appropriate proceedings any
required procedure previously taken invalidly.

Section 1004. Effective Immediately Upon Adoption. This Resolution shall take effect
and be effective immediately upon its adoption.

Adopted this July 30, 20%#8.
149

McCREARY COUNTY WATER DISTRICT

(Seal of District)

Attest:

Secyttary
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CERTIFICATION

[, the undersigned, hereby certify that [ am the duly qualified and acting Secretary of the
McCreary County 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 Seal by me as Secretary, at a properly convened meeting of said Board
of Commissioners held on July 30, 2030, as shown by the official records of said District in my
custody and under my control. 4

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 is now in full force and effect.

INTESTIMONY WHEREOF, witness my signature as Secretary and the official Seal of the

District this July 30, 20%0.
14l
&/Cf(ary 73

(Seal of District)
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EXHIBIT A

Schedule of Principal Payments on Bonds

Payment Due Principal Payment Due Principal
April 1 Payment April 1 Payment
2021 $20,000 2041 $32,500
2022 20,500 2042 33,000
2023 21,000 2043 34,000
2024 21,500 2044 34,500
2025 22,000 2045 35,500
2026 22,500 2046 36,500
2027 23,000 2047 37,000
2028 24,000 2048 38,000
2029 24,500 2049 39,000
2030 25,000 2050 40,000
2031 25,500 2051 41,000
2032 26,000 2052 42,000
2033 26,500 2053 43,000
2034 27,500 2054 44,000
2035 28,000 2055 45,000
2036 28,500 2056 46,000
2037 29,500 2057 47,000
2038 30,000 2058 48,000
2039 31,000 2059 49,500
2040 31,500 2060 50,500
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EXHIBIT B
(FORM OF FULLY REGISTERED BOND)

UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY
McCREARY COUNTY WATER DISTRICT
WATER AND SEWER REVENUE BONDS, SERIES 2020
(STEARNS/SMITHTOWN PHASE 2 WATER IMPROVEMENTS PROJECT)

No. R- Interest Rate: % $

KNOW ALL PERSONS BY THESE PRESENTS:

That the McCreary County Water District (the "District"), acting by and through its Board
of Commissioners (the "Commission"), a public body corporate in McCreary County, Kentucky, for
value received, hereby promises to pay to

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

DOLLARS ($ ),

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

Year Principal Year Principal Year Principal

[Here the printer of the Current Bond will print the maturities of the Current Bonds purchased by
the registered Owner]

and in like manner, solely from said fund, to pay interest on the balance of said principal sum from
time to time remaining unpaid, at the Interest Rate specified above, semiannually on the first days
of April and October in each year, beginning with the first April or October after the date of this
Bond, 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.
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This Bond is issued by the District in the principal amount of $1,324,000 under and in full
compliance with the Constitution and Statutes of the Commonwealth of Kentucky, including
Chapters 58 and 74 of the Kentucky Revised Statutes (collectively the "Act"), and pursuant to a duly
adopted Bond Resolution of the District authorizing same (the "Current Bond Resolution"), to which
Current Bond 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 water and
sewer system of the District (said existing water and sewer system, together with said extensions,
additions and improvements, being hereinafter referred to as the "System").

This Bond is payable from and secured by a pledge of the gross revenues to be derived from
the operation of the System, after providing for the requirements of the outstanding (i) McCreary
County Water District Water System Revenue Bonds, Series 2005, dated August 31, 2005 (the
"2005 Water Bonds"); (ii) McCreary County Water District Sewer System Revenue Bonds, Series
2005, dated August 31,2005 (the "2005 Sewer Bonds"); (iii) McCreary County Water District Water
System Revenue Bonds, Series 2008 (New Liberty Project), dated October 29, 2008 (the "2008 New
Liberty Bonds"); (iv) McCreary County Water District Water System Revenue Bonds, Series 2008
(Cumberland Falls Project), dated October 29, 2008 (the "2008 Cumberland Falls Bonds"); (v)
Kentucky Infrastructure Authority Loan (the “KIA Loan™), dated January 1,2004 (the “KIA Loan”);
(vi) Kentucky Rural Water Finance Corporation Flexible Term Loan, dated May 30, 2012 (the
“2012 KRWFC Loan”); (vii) Kentucky Rural Water Finance Corporation Flexible Term Loan, dated
March 24, 2004, said loan being reamortized on February 27, 2013 (the 2013 KRWFC Loan™);
(viii) McCreary County Water District Water System Revenue Bonds, Series 2012, dated February
27,2013 (the "2012 Bonds"); and (ix) McCreary County Water District Water and Sewer Revenue
Bonds, Series 2015, dated February 5, 2016 (the "2015 Bonds")[hereinafter the 2005 Water Bonds,
the 2005 Sewer Bonds, the 2008 New Liberty Bonds, the 2008 Cumberland Falls Bonds, the KIA
Loan, the 2012 KRWFC Loan, the 2012 Bonds, the 2013 KRWFC Loan and the 2015 Bonds shall
be collectively referred to as the "Prior Bonds".

This Bond has been issued in full compliance with the Current Bond Resolution; and this
Bond, and any bonds ranking on a parity therewith that may be issued and outstanding under the
conditions and restrictions of the Current Bond Resolution, are and will continue to be payable from
revenues which shall be set aside in a fund for that purpose and identified as the "McCreary County
Water District Water and Sewer Sinking Fund 0f 2020", described in the Current Bond Resolution.

This Bond does 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 Current Bonds are outstanding, the System will be continuously owned and operated by the
District as a revenue producing public undertaking within the meaning of the aforesaid Act for the
security and source of payment of the Current Bonds, and that the District will fix, and if necessary
adjust, 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 principal of and interest on the

B-2



Current Bonds, and all other bonds ranking on a parity therewith 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.

The District has reserved the right to issue additional bonds ranking on a parity as to security
and source of payment with this Bond in order to complete the Project, and to finance future
extensions, additions and improvements to the System, provided the necessary requirements of the
Current Bond Resolution have been complied with by the District.

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 presentation to the Secretary of the District as the Bond
Registrar, with a written transfer duly acknowledged by the registered owner or its duly authorized
attorney, which transfer shall be noted upon this Bond and upon the registration 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 April 1, 2028, in inverse chronological order of the instaliments due on this Bond, the entire
principal amount of this Bond then remaining unpaid, or such lesser portion thereof, in a multiple
of 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 its 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 of America, or any agency
thereof, the entire principal amount of this Bond, or installments in multiples of $100, may be
prepaid at any time in inverse chronological order of the installments due. Prepayments or extra
payments on this Bond shall, after payment of interest, be applied to the installments last to become
due hereunder and shall not affect the obligation of the District to pay the remaining installments
in accordance with this Bond.

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 registered owner may, at its option, institute all rights and remedies
provided by law or by said Current Bond Resolution.

[t is hereby certified, recited and declared that all acts, conditions and things required to
exist, happen and be performed precedent to and in the issuance of this 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.



IN WITNESS WHEREOF said McCreary County 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

McCREARY COUNTY WATER DISTRICT

By

Chairman
Attest:

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 said Secretary, who shall make
notation of such registration in the registration blank, and this Bond may thereafter be transferred
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to be
made on said book and endorsed hereon.

Date of Name of Signature
Registration Registered Owner of Bond Registrar
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ASSIGNMENT

For value received, this Bond is hereby assigned, without recourse and subject to all of its
terms and conditions, unto , this day of s
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EXHIBIT C
REQUISITION CERTIFICATE

Re: McCreary County Water District Water and Sewer Revenue Bonds, Series 2020, in
the amount of $1,324,000

The undersigned hereby certify as follows:

1. That they are the signatories required for construction and/or administrative draws
pursuant to the Bond Resolution adopted by the McCreary County Water District (the "District").

2. That the named firms and/or persons set forth on Exhibit A attached hereto are now
entitled to the aggregate sum of $ , itemized as set forth in said Exhibit A and as
per approved invoices attached hereto.

3. That upon said amount being lent to said District and/or obtained by said District
from the proceeds of the Current Bonds and/or other sources, the undersigned approve such expen-
diture and the payment of said amounts to said firms and/or persons, either directly or from amounts
deposit in the McCreary County Water District Water System Construction Account.

4. That we hereby certify that we have carefully inspected the work and, as a result of
our inspection and to the best of our knowledge and belief, the amounts shown in this Requisition
Certificate are correct and the work has been performed in accordance with the agreements between
the District and the parties requesting payment.

IN TESTIMONY WHEREOF, witness the signature of the undersigned, this day of

, 20
McCreary County Water District Kentucky Engineering Group, PLLC
By By
Chairman Registered Professional Engineer

State of Kentucky No.

Approved on Approved on

USDA, Rural Development Amount expended heretofore $

By Amount approved herein

Authorized RD Official
Total

Approved on




EXHIBIT A TO REQUISITION CERTIFICATE

Name of Entity/Person Amount
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TRANSCRIPT OF PROCEEDINGS

ASSISTANCE AGREEMENT
BETWEEN THE
KENTUCKY INFRASTRUCTURE AUTHORITY
AND
MCCREARY COUNTY WATER DISTRICT

DATED MARCH 30, 2021
PROJECT NUMBER A20-047

RUBIN & HAYS
Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202



In re:

10.

1.

12.

INDEX TO TRANSCRIPT OF PROCEEDINGS
Assistance Agreement between Kentucky Infrastructure Authority (the “Authority”) and

McCreary County Water District (the “Governmental Agency”), regarding Project Number
A20-047.

Minutes of Kentucky Infrastructure Authority authorizing the Assistance Agreement.
Minutes of Capital Projects and Bond Oversight Committee.

Certification by the Division of Water.

PSC Certificate of Public Convenience and Necessity, entered March 11, 2021.

PSC Order of Correction, entered March 24, 2021.

Commitment Letter of Kentucky Infrastructure Authority.

Resolution of the Governmental Agency authorizing the Assistance Agreement.

Minutes of the Meeting of the Governing Body of the Governmental Agency adopting
Resolution authorizing Assistance Agreement.

Assistance Agreement.
General Closing Certificate of the Governmental Agency.
Opinion of Counsel to the Governmental Agency.

Distribution List.



Kentucky Infrastructure Authority
Minutes of the Full Board — Regular Meeting — June 4, 2020

KENTUCKY INFRASTRUCTURE AUTHORITY
Minutes of the Full Board

Meeting Date/Location: June 4 2020 - 1:00 p.m.
Kentucky Infrastructure Authority
Via Video Conference

Members present:

Mr. Dennis Keene, Commissioner, Department for Local Government

Mr. Winston Miller, proxy for. Holly M. Johnson, Secretary, Finance and Administration Cabinet
Mr. Paul Miller, proxy for Rebecca Goodman, Secretary, Energy and Environment Cabinet

Mr. Claude Christensen, representing Kentucky League of Cities

Mr. Ron Lovan, Representing the Kentucky Section of the American Water Works Association
Mr. Kent Chandler, Executive Director, Public Service Commission

Mr. Bobby Aldridge, proxy for Interim Secretary Larry Hayes, Cabinet for Economic Development
Mr. Russell Rose, representing Kentucky Rural Water Association

Mr. David A. Voegele, representing Kentucky Association of Counties

Mr. Robert A. Amato, representing Kentucky Municipal Utilities Association

Mr. Kurt Stafford, representing the For-Profit Water Companies

DLG Staff:

Mr. Eddie Jacobs, Chief of Staff

Mr. Matthew Stephens, General Counsel
Ms. Kim Wooldridge, Executive Assistant

KIA Staff:

Ms. Edith Halbleib, Executive Director

Ms. Linda Bridwell, Deputy Executive Director

Mr. Jeff Abshire, Fiscal Officer and KIA Treasurer

Ms. Julie Bickers, Regional Compliance Coordinator

Mr. Bryan Bunch, Systems Engineer IT

Mr. Kelly Cunnagin, Executive Staff Assistant

Mr. Dustin Horn, WRIS Geoprocessing Specialist

Ms. Debbie Landrum, Regional Compliance Coordinator
Ms. Meg Link, Administrative Specialist Il and KIA Secretary
Mr. James Nelson, Accountant/Grants

Mr. Don Schierer, WRIS Resource Management Analyst
Ms. Sarah Parsley, Regional Compliance Coordinator
Mr. Tom Schubert, GIS Specialist

Ms. Meili Sun, Financial Analyst

Guests:

Mr. Jory Becker, Division of Water

Mr. Kenny Cornett, Morehead Utility Plant Board

Ms. Bethany Couch, Office of Financial Management

Mr. Kyle Cunningham, Pennyrile Area Development District
Mr. Matt Curtis, Bluegrass Engineering

Mr. Gary Damron, City of Salem

Ms. Jocelyn Gross, Gateway Area Development District
Mr. Jeremy Lewis, Morehead Utility Plant Board
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Kentucky Infrastructure Authority
Minutes of the Full Board — Regular Meeting — June 4, 2020

Mr. Jim McCarty, Cave Run Water Commission

Ms. Holly McGrath-Rosas, Morehead Utility Plant Board
Mr. Alan Robinson, Eclipse Engineers, PLLC

Mr. Larry Tackett, Morehead Utility Plant Board

Mr. Stephen Whitaker, McCreary County Water District
Ms. Sandy Williams, Office of Financial Management
Mr. Larry Workman, Cave Run Water Commission

PROCEEDINGS

Commissioner Dennis Keene, called the meeting of the Kentucky Infrastructure Authority (KIA) Board to
order. He noted that the press notification distribution had been done appropriately and confirmed a
quorum was present. Meg Link, KIA Secretary was asked to call the Roll. Commissioner Keene asked
for those wishing to be recorded as an attendee in the Minutes to please send a chat message with their
information.

. BUSINESS (Board Action Required)

1. APPROVAL OF MINUTES
For: KIA Regular Board Meeting of May 7, 2020

Mr. Kent Chandler noted he abstained from voting on the Northern Kentucky Water
District, (F20-044), project and asked for it to be included as a revision. Mr. Kent
Chandler moved to approve the minutes of the May 7, 2020, regular board meeting,
with the noted revision. Mr. Kurt Stafford seconded, and the motion carried
unanimously.

B. NEW PROJECTS/ACTION ITEMS

1. A RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF A CONDITIONAL
COMMITMENT FOR A FEDERALLY ASSISTED CLEAN WATER REVOLVING FUND A
LOAN (A20-020) FOR AN AMOUNT UP TO $1,363,200 TO THE CITY OF MOREHEAD,
ROWAN COUNTY, KENTUCKY

Mr. Jory Becker, DOW, Ms. Linda Bridwell, and Ms. Holly McGrath-Rosas, representing the
City of Morehead, discussed the City’s request for a Fund A Loan, (A20-020) for an amount
up to $1,353,200 for the Derrickson Lift Station Upgrade project. They are co-funding the loan
with the Kentucky Transportation Cabinet. The project will improve and promote public health
and environmental safety by eliminating SSO events. This project will involve replacing the
existing Derrickson Lift Station and corresponding force main to address sanitary sewer
overflow (SSO) events by constructing a new lift station on the adjacent site. The new lift
station (approximately 700 GPM) will be designed with higher flow pumps and a larger wet
well, designed to current regulations. Due to the expansion and growth in customer base in
the northern part of Rowan County, approximately 14,000 LF of 10-inch force main would be
installed to replace the existing 6-inch force main to increase capacity within this section of
the collection system. A segment of the force main, approximately 9,800 linear feet, will be
realigned from the existing location beginning at the intersection of KY-32 and Litton Road.
The realignment is needed for better operations and efficiency.
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The Morehead Utility Plant Board currently serves 5,581 sewer customers, 3,453 water
customers, and also provides natural gas to customers in Rowan County.

Mr. Kent Chandler asked Ms. Bridwell about the financials. He asked if KIA staff takes into
consideration the non-cash expenses to ensure the appropriate depreciation is included in the
financial statement and the cash snapshot. Ms. Bridwell said staff does review it and it is
included in consideration. Staff simplifies the form for presentation purposes. Morehead has
a strong financial position.

Mr. Claude Christensen moved to approve the Fund A Loan increase, (A20-020), for an
amount up to $1,363,200 with the standard conditions. Mr. Winston Miller seconded
and the motion was unanimously approved.

2. A RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF A CONDITIONAL
COMMITMENT FOR A FEDERALLY ASSISTED CLEAN WATER REVOLVING FUND
LOAN (A20-047) FOR AN AMOUNT UP TO $3,244,500 TO THE MCCREARY COUNTY
WATER DISTRICT, MCCREARY COUNTY, KENTUCKY

Mr. Jory Becker, DOW, and Ms. Meili Sun, KIA, discussed the District’s request for a Fund A
Loan for an amount up to $3,244,500 for the Sanitary Sewer Collection System Expansion —
Phase 1 project. This project will expand the sanitary sewer collection system to serve 305
new customers in the Stearns and Smithtown areas. Many of these underserved customers
either have failing septic systems or discharge directly into the environment.

The collection system expansion will consist of approximately 66,500 linear feet of PVC sewer
line extension of various sizes, 15 manholes, 275 grinder pump stations, and other
appurtenances such as air release valves and flushing connections. The purpose of this
project is to expand the sanitary sewer collection system to spread the cost of services across
more customers while protecting the environment from failing septic tanks and straight pipes.

The District currently serves approximately 1,100 retail customers in McCreary County and
provide wholesale water to the Whitley County Water District and the City of Oneida in
Tennessee. Both McCreary and Whitley County Water Districts are under the Public Service
Commission jurisdiction (“PSC”) and subject to PSC rate regulations. The District had not sold
any water to Oneida in the past 3 years due to the need basis agreement but may resume
sales in 2020 and 2021 to supply water for Oneida’s source water project.

Mr. Kent Chandler asked if someone from the McCreary County Water District could answer
a couple of questions. Mr. Alan Robinson, Eclipse Engineering and Mr. Stephen Whitaker
with the District, said they would be happy to answer any questions. Mr. Chandler asked if
the 2019 financials been completed. Mr. Whitaker noted they have not been finalized and
they have been in contact with the auditors, who expect it to be completed soon. Mr. Chandler
asked about the $3.6 million and anticipated 300 additional customers expected with this
project, was there for possibly additional customers. Mr. Robinson noted the lines are sized
for future customers and potentially could extend the service to 350 or 400 customers should
there be remaining funds. This also allows for meeting the Division of Water's hydraulic
requirements to not oversize the lines.

Mr. Kent Chandler abstained from voting. Mr. Ron Lovan moved to approve the Fund
A Loan (A20-047) for an amount up to $3,244,500 with the standard conditions and the
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following special conditions as required by the PSC: 1) The District shall apply to the
Public Service Commission (PSC), pursuant to KRS 278.300, for debt authorization for
KIA loan A20-047. This debt authorization application should include a forecast
meeting debt service projected through 2025; and 2) Prior to the assistance agreement
being executed, the District must receive a Certificate of Public Convenience and
Necessity, pursuant to KRS 278.020, from the PSC for any portion of the project that
may require it, or provide an opinion from legal counsel or the staff of the PSC, or a
declaratory order from the PSC, that a CPCN is not required for any portion of the
assets to be constructed as part of the loan agreement.. Mr. Russ Rose seconded and
the motion was unanimously approved.

3. A RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING AN AMENDMENT TO THE
CONDITIONAL COMMITMENT FOR A FEDERALLY ASSISTED DRINKING WATER
REVOLVING FUND F LOAN (F17-007) INCREASE FOR AN AMOUNT UP TO $1,005,344
TO THE CITY OF OLIVE HILL, CARTER COUNTY, KENTUCKY

Mr. Jory Becker, DOW, and Ms. Linda Bridwell, KIA, discussed the City of Olive Hill's request
for a Fund F Loan increase, (F17-007) that was originally approved in October 2016 for
$883,00, the requested increase amount is $122,344 for a total loan up to $1,005,344 for the
Olive Hill Downtown Area Waterline Replacement Project. The increase will fund various
unanticipated connection issues that were identified during construction. The project replaced
approximately 5,900 linear feet of failing cast iron water lines in the downtown area of Olive
Hill with new PVC lines. The area covered in this project was determined by water loss studies
to have an estimated 50% loss and is also the oldest part of the system. In addition to the line
replacement, the project replaced several hydrants as well as facilitated the inspection,
rehabilitation, and recommission of the Tick Ridge standpipe water tank. The recommission
of the tank will add 250,000 gallons to the current storage capacity of the City's water system
and stabilized the available volume and pressure for the downtown area.

The City provides approximately 2,200 water customers and 900 sewer customers.
Additionally, they provide electricity, natural gas and sanitation services.

Mr. Kurt Stafford asked Ms. Bridwell about the debt coverage ratio and asked how often staff
reviews that information and how does staff stay up-to-date. Ms. Bridwell stated that one of
the conditions of their loan agreement is yearly audits must be submitted within 180 days.
Staff reviews these audits to ensure they are meeting their debt coverage ratio. If not, we
contact the borrower. Mr. Kent Chandler asked if not submitting their audits within the 180
timeframe a violation of their loan agreement. Ms. Bridwell noted that it was a violation and
that KIA staff is working with Rubin & Hays, KIA’s legal counsel to determine a course of
action. Currently, staff continues to reach out to borrowers about any non-compliance issues.
Borrowers are told no additional funding will be available through KIA unless their current
loans are in good standing with us.

Mr. Claude Christensen moved to approve the Fund F Loan increase (F17-007) of
$122,344 for a total loan amount up to $1,005,344 to the City of Olive Hill with the
standard conditions. Judge David Voegele seconded and the motion was unanimously
approved.
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4. A RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF A CONDITIONAL
COMMITMENT FOR A FEDERALLY ASSISTED DRINKING WATER REVOLVING FUND
LOAN (F20-017) FOR AN AMOUNT UP TO $585,000 TO THE CITY OF SALEM,
LIVINGSTON COUNTY, KENTUCKY

Mr. Jory Becker, DOW, and Ms. Meili Sun, KIA discussed the City’s request for a Fund F Loan
for an amount up to $585,000 for the for the first phase of the Water Main Replacement
Project. This phase will concentrate on the western supply route connecting Salem Municipal
Water System to the Crittenden-Livingston County Water District. The City has been
experiencing water line failures in the area due to corrosion of aging cast iron pipes, which
cause service outages and water losses in the area. The scope of work involves replacement
of 5,500 linear feet of existing lines with 6” PVC lines and addition of 8 valves and 3 hydrants
to the distribution system.

The City purchases 100% of its water supply from the Crittenden-Livingston County
Water District to serve approximately 450 retail customers in the City. The City’'s water
purchase rates are regulated by the Public Service Commission.

Mr. Kent Chandler abstained from voting. Mr. Russ Rose moved to approve the Fund
F Loan (F20-017) in an amount up to $585,000 to the City of Salem with the standard
conditions. Mr. Ron Lovan seconded and the motion was unanimously approved.

5. A RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING ISSUANCE OF A CONDITIONAL
COMMITMENT FOR A FEDERALLY ASSISTED DRINKING WATER REVOLVING FUND
LOAN (F20-021) FOR AN AMOUNT UP TO $1,171,350 TO THE CAVE RUN WATER
COMMISSION, MENIFEE COUNTY, KENTUCKY

Mr. Jory Becker, DOW, and Ms. Linda Bridwell, KIA discussed the Commission’s request for
a Fund F Loan (F20-021) for an amount up to $1,171,350 for the Elevated Water Storage
Tank Construction project. This project will construct a new water tank in order to provide
purchase source water protection and water supply redundancy that is currently lacking in the
system. A new 300,000 gallon elevated storage tank will be constructed on the Menifee and
Morgan County Line to service the City of Frenchburg, City of Jeffersonville, and the Morgan
County Water district. SCADA will be installed at the tank to enable remote reading and level
control from the Water Treatment Plant along with a security fence and approximately 800 LF
of 12" PVC waterline to connect the new tank to the existing transmission line.

With Cave Run Water Commission's current system configuration and operations, Morgan
County Water District's Ezel Water Tank (150,000 gallons) empties in 10-12 hours when Cave
Run stops producing water at the water treatment plant. The Ezel Water Tank has been
emptied two times in the past year because it cannot be filled when the plant isn't producing
water by constructing a new water tank, Cave Run Water Commission will be able to provide
additional storage for the service area and allow the Ezel Water Tank to be filled when the
water treatment plant is shutdown between production. Cave Run Water Commission
provides approximately 40-50% of Morgan County Water District's water; 95-99% of the City
of Frenchburg's water; and 95-99% of the City of Jeffersonville's water. In total,

Cave Run Water Commission indirectly services a population of 18,900 from the Cave Run
Tank and sells an average of 1 million gallons of water to wholesale customers each day.
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Mr. Claude Christensen moved to approve the Fund F Loan (F20-021) for an amount up
to $1,171,350 to the Cave Run Water Commission with the standard conditions. Judge
David Voegele seconded and the motion was unanimously approved.

6. RESOLUTION OF THE KENTUCKY INFRASTRUCTURE AUTHORITY AUTHORIZING
AND APPROVING THE ISSUANCE OF OBLIGATIONS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY TO REIMBURSE CAPITAL EXPENDITURES MADE BY
GOVERNMENTAL AGENCIES PURSUANT TO LOANS MADE BY THE KENTUCKY
INFRASTRUCTURE AUTHORITY TO SUCH GOVERNMENTAL AGENCIES

This is a routine resolution allowing KIA to reimburse expenses that are paid out of the
Authority’s funds with bond proceeds. The projects listed below are covered under this

resolution:
BORROWER FUND AMOUNT UP TO
City of Morehead A20-020 $1,363,200
McCreary County Water District A20-047 $3,244,500
City of Olive Hill (Increase) F17-007 $ 122,344
City of Salem F20-017 $ 585,000
Cave Run Water Commission F20-021 $1,171,350

Mr. Russ Rose moved to approve the reimbursement resolution. Mr. Kent Chandler
seconded and the motion carried unanimously.

7. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING APPROVAL FOR THE FILING OF AN
APPLICATION WITH THE UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
FOR THE FEDERAL FISCAL YEAR 2020 CAPITALIZATION GRANT FOR THE DRINKING
WATER REVOLVING FUND

Mr. Bob Amato moved to approve the filing of the 2020 Capitalization Grant for the
Drinking Water Revolving Fund. Judge David Voegele seconded and the motion carried
unanimously.

8. RESOLUTION AND ORDER OF THE BOARD OF DIRECTORS OF THE KENTUCKY
INFRASTRUCTURE AUTHORITY AUTHORIZING APPROVAL FOR THE FILING OF AN
APPLICATION WITH THE UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
FOR THE FEDERAL FISCAL YEAR 2020 CAPITALIZATION GRANT FOR THE
WASTEWATER REVOLVING FUND

Mr. Russ Rose moved to approve the filing of the 2020 Capitalization Grant for the

Wastewater Revolving Fund. Mr. Bob Amato seconded and the motion carried
unanimously.
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EXECUTIVE DIRECTOR’S REPORT

Executive Director Edith Halbleib discussed the Intended Use Plans — The IUP for the Clean
Water State Revolving Fund and the Drinking Water State Revolving Fund are in the final edit
stages. A public meeting is provisionally scheduled for 2:30 p.m., on June 18, 2020 to be
conducted as an interactive virtual Zoom meeting, with a link posted on the website. The
project lists and proposed principal forgiveness for FY 2021 are ready and the invitations are
loaded into the system, to be emailed at the publishing of the IUPs.

The KIA recommendation in the IUPs reflects the project priorities established last summer.
The plan lowers the interest rates on the lowest tier, those borrowers whose MHI is below
80% of the state average. The middle tier and the standard tier remain the same. The
recommendation reflects a balance between reasonable rates and adverse long term impacts
lower rates to the Fund.

The decision to adjust rates is a function of current market rates, balanced against the long
term effects to the program, in reducing rates. Per the recommendation of the Treasurer,
program demand, the differences in borrowing capacity for smaller and/or lower income
communities were considerations behind the recommendation. The KIA addressed the
smaller and lower income communities by reducing the lower tier by 0.25 points, as well as
general market conditions for construction demand.

KIA has eight projects to take to the CPBOC this month. With the approval of the ones today,
KIA will also have 5 more to present to the CPBOC. CPBOC has moved its meeting back this
month, which allows the KIA to present to CPBOC in the same month as the Board approves
the projects. After projects are approved at CPBOC, they still require an assistance
agreement.

It was also noted, that Jeff Abshire, KIA Treasurer, has given his notice and will be leaving
this month. He has been with the agency for 9 years. There are two other positions available
for financial analysts. If anyone is aware of someone that might be interested the positions
are posted on the Personnel website or let her know.

Mr. Russ Rose noted the presentations and asked if there was any way to note the non-
compliant borrowers and what issues need to be addressed. Mr. Kent Chandler concurred
and noted it would be helpful information to be included in the future. Ms. Halbleib said that
should not be a problem and staff will do so moving forward.

ANNOUNCEMENTS/NOTIFICATIONS
e Next scheduled KIA board meeting:
Thursday, July 9, 2020, 1:00 p.m.

There being no further business, Judge David Voegele moved to adjourn. Mr. Kent
Chandler seconded and the motion carried unanimously. The June 4, 2020 meeting
of the Board of the Kentucky Infrastructure Authority was adjourned.

Submitted by:
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CAPITAL PROJECTS AND BOND OVERSIGHT COMMITTEE
Minutes
June 25, 2020

Call to Order and Roll Call

The Capital Projects and Bond Oversight Committee meeting was held on
Thursday, June 25, 2020, at 12:00 PM, via videoconference. Representative Walker
Thomas, Chair, called the meeting to order, and the secretary called the roll.

Present were:

Members: Representative Walker Thomas, Co-Chair; Senator Rick Girdler, Co-
Chair; Senators Christian McDaniel and Robby Mills; and Representatives Phillip Pratt,
Steven Rudy, and Maria Sorolis.

Guests: Janice Tomes, Deputy State Budget Director; Brigadier General (Retired)
Benjamin Adams, Executive Director, Office of Management and Administration,
Department of Military Affairs; Edith Halbleib, Executive Director, Kentucky
Infrastructure Authority; Linda Bridwell, Deputy Executive Director, Kentucky
Infrastructure Authority; Katie Smith, Commissioner, Department for Financial Services,
Cabinet for Economic Development; and Sandy Williams, Deputy Executive Director,
Office of Financial Management.

LRC Staff: Katherine Halloran, Committee Staff Administrator; Julia Wang,
Legislative Analyst; and Jenny Wells Lathrem, Committee Assistant.

Approval of Minutes
Representative Rudy moved to approve the May 19, 2020 meeting minutes.
Representative Pratt seconded the motion, and the committee approved without objection.

Information Items

Pursuant to KRS 45.760(5), the University of Louisville reported a $598,400 mass
spectrometer purchase from federal National Institute of Health Shared Instrument Grant
funds.

Pursuant to KRS 45.812(1), the Covington Independent and Walton-Verona school
districts, which did not need an additional tax levy to pay debt service, reported an
estimated $3.75 million, for three elementary school roof replacements, and $380,000, for
high school athletic improvements, respective upcoming debt issuances.



Pursuant to KRS 45A.860(3), the Auditor of Public Accounts provided reports
certifying procedural statutory compliance for five selection committees.

Report from the University of Kentucky

Ms. Baker reported three funding source revisions without aggregate appropriation
increases. The first two were for projects from the Improve Center for Applied Energy
Research restricted funds project authorization. UK opted to utilize a U.S. Department of
Defense (DoD) federal grant rather than restricted funds for its $1.5 million, 2,000 square
foot Mineral Process Building Expansion; climate controlled space for raw materials to
develop high performing concrete [replacing heavy precast rebar-laden components] for
DOD and U.S. Army Corps of Engineers military applications. UK will use a U.S.
Department of Energy federal grant rather than restricted funds for its $2.5 million, 5,000
square foot Carbon Fiber Development Facility; a pilot-scale process plant producing high-
value carbon products from coal at the largest scale in the United States, in partnership
with the Oak Ridge National Laboratory. The high-value carbon products will replace
traditional metals used in aerospace and automotive applications. Representative Thomas
praised UK for initiating development of the largest scale high-value carbon fiber facility
in the United States.

The third funding source revision was from the Acquire Land restricted funds
project authorization. UK will use a [USDA National Institute of Food and Agriculture]
federal capacity grant available to land-grant institutions rather than restricted funds for its
$2 million purchase of 287.54 acres in Caldwell County adjacent to its Research and
Education Center. UK has leased the land, which has the two soil types and is within eighty
miles of eighty percent of the acreage for Kentucky grains, since 2016 for agricultural
research. Representative Thomas encouraged members to visit the Research and Education
Center.

Ms. Baker submitted one lease renewal and one new lease. Representative Pratt
moved to roll the leases into one roll call vote, seconded by Representative Sorolis, and
approved without objection. The UK HealthCare Information Technology lease renewal,
authorized in House Bill 352, was for 25,903 square feet of space at 245 Fountain Court,
costing $595,769 annually. The new lease, 4,907 square feet of space in Edgewood close
to the St. Elizabeth Medical Center costing $112,135 annually, will provide additional
space for the UK/Northern Kentucky University/St. Elizabeth Healthcare medical
education program.

Representative Rudy moved to approve the leases, seconded by Representative
Pratt, and unanimously approved by roll call vote.

Report from the Finance and Administration Cabinet

Committee meeting materials may be accessed online at https://apps.legislature.ky.gov/CommitteeDocuments/13
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Ms. Tomes submitted six new Department of Military Affairs projects at four
facilities. Representative Rudy moved to roll the projects into one roll call vote, seconded
by Representative Pratt, and approved without objection.

The first was the $1.946 million Barbourville Readiness Center Latrine Upgrade
project; using $1,459,500 in federal funds, $449,000 in state investment income, and
$37,500 in bond funds. Interior upgrades include new female latrine/shower and lactation
room, existing male latrine/shower, boiler system replacement to more energy efficient
HVAC system, windows to antiterrorism/force protection standards, and new
organizational clothing individual equipment storage.

The second was the $1.965 million Richmond Readiness Center Interior
Modernization project; using $1,473,750 in federal funds, $460,000 in state investment
income, and $31,250 in bond funds. Interior upgrades include existing female and male
latrines/showers, new lactation room, windows to antiterrorism/force protection standards,
kitchen facilities, drill hall, new organizational clothing individual equipment storage, and
new HVAC direct digital controls for energy efficiency.

The third was the $1,745,495 Boone National Guard Center Auditorium project;
using $1,309,121 in federal funds, $423,100 in state agency restricted funds, and $13,274
In state investment income. The 5,500 — 6,000 square foot multi-use auditorium seating
style facility, designed for multi-tiered seating with work tables that include data and
electric, will accommodate staff briefings, soldier/employee training classes, general
presentations/ceremonies, and stage performances by the Kentucky National Guard.

The next three projects were for the Wendell H. Ford Regional Training Center
(WHFRTC). The first was the $1,785,550 WHFRTC 1103 Law and Order Military Police
Readiness Center/Provost/Welcome Center project; using 75 percent federal funds and 25
percent state agency restricted funds. This facility will have administrative office space,
female and male latrines, lactation area, weapons vault, organizational clothing individual
equipment storage, and visitor control center space for all military and civilian visitors to
check-in and receive room assignments or be directed to training areas. WHFRTC has over
100,000 military and civilian annual visitors and serves as a training site for the Kentucky
National Guard, state and local police and fire departments, as well as other states’ National
Guard and Emergency Services personnel. This facility is critical for the control and vetting
of all WHFRTC visitors.

The second was the 6,000 square foot, solely federally funded $1.650 million
WHFRTC Fire Station Addition; multiuse storage, billeting, and office space, necessary
due to fleet modernization and increase in WHFRTC firefighters and apparatus.

The last was the solely federally funded $1.375 million WHFRTC Multipurpose
Athletic Field project; providing access and a location for formal ceremonies, athletic
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events, and collective physical fitness activities, including Army Physical Fitness
Test/Army Combat Fitness Test training.

Brigadier General (Retired) Benjamin Adams reintroduced himself, stating it was
good to be working with this committee as well as the Veterans, Military Affairs, and
Public Protection committee. Representative Thomas said he appreciated his service.

Representative Pratt moved to approve the new projects, seconded by
Representative Sorolis, and approved by unanimous roll call vote.

Report from the Office of Financial Management

Kentucky Infrastructure Authority

Ms. Bridwell submitted seven Clean Water State Revolving Fund (Fund A) Program
loans. Representative Rudy moved to roll the loans into one roll call vote, seconded by
Senator Mills, and approved without objection.

The Adair County Water District requested a $2,104,870 Fund A loan for its
Downtown Sewer System Improvements — Phase 1 project; 12,865 linear feet of 8-inch
gravity sewer and service laterals. For 4,000 gallons, effective since February 2015, the
monthly sewer rate is $25.80 and the district has a proposed 39 percent sewer rate increase
pending Public Service Commission approval. The term is 30 years at a 0.50 interest rate.

The City of Morehead, Rowan County, requested a $1,363,200 Fund A loan for its
$1,963,200 Derrickson Lift Station Upgrade project; replacement of the lift station and
adjacent force sewer main. The Transportation Cabinet is funding the remaining project
costs. For 4,000 gallons, effective since August 1, 2018, the monthly inside city sewer rate
is $29.76. The term is 20 years at a 1.50 percent interest rate.

The City of Kuttawa, Lyon County, requested a $453,236 Fund A loan increase to
its previously approved $1,264,200 Fund A loan for a $1,717,436 total Fund A loan
amount. The Lift Station and Force Main Replacement project will replace the existing
Magnolia and Kuttawa lift stations and adjacent force sewer main. For 4,000 gallons,
effective since February 1, 2019, the monthly sewer rate is $30.00. The term is 20 years at
a 1.50 percent interest rate.

The City of Maysville, Mason County, requested an $850,000 Fund A loan for its
Wall Street Combined Sewer Elimination project; separating combined sewer lines to
adjacent storm sewer lines. For 4,000 gallons, the monthly sewer rate has been $31.60 since
July 1, 2013; however, the city added an annual CPI clause to its water and sewer ordinance
this year, increasing the monthly sewer rate by 2.30 percent to $32.32 this July. The term
Is 20 years at a 0.50 percent interest rate.

Committee meeting materials may be accessed online at https://apps.legislature.ky.gov/CommitteeDocuments/13
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The City of South Shore, Greenup County, requested a $1,035,000 Fund A loan, of
which KIA will apply $517,500 in principal forgiveness, for its South Shore: Upgrade
Forest Heights Collection Lines project; 4,300 linear feet of sewer lines and laterals. For
4,000 gallons, effective since May of this year, the monthly inside city sewer rate is $48.00.
The term is 30 years at a 0.50 percent interest rate.

The McCreary County Water District requested a $3,244,500 Fund A loan, of which
KIA will apply $450,000 in principal forgiveness, for its $3,644,500 MCWD - Sanitary
Sewer Collection System Expansion - Phase 1 project; providing sewer service to 305
unserved homes. MCWD obtained a Rural Development loan to finance the remaining
project costs. For 4,000 gallons, effective since August 29, 2019, the monthly sewer rate is
$41.07. The term is 30 years at a 0.50 percent interest rate.

The Hart County Industrial Authority requested an $853,442 Fund A loan for its
$2,353,442 Progress Park Industrial Park Pretreatment Expansion project, pretreatment
facility upgrades. An Appalachian Regional Commission grant and a Community
Development Block Grant funded the remaining project costs. The term is 20 years at a
0.50 percent interest rate.

Representative Rudy moved to approve the Fund A loans, contingent upon
necessary PSC approvals, seconded by Senator Mills, and approved by unanimous roll call
vote.

The Crittenden-Livingston County Water District, Livingston County, requested a
$300,000 Governmental Agencies (Fund C) Program loan for its AMR Meter Replacement
project; replacement of approximately 1,400 meters with radio read meters. For 4,000
gallons, effective since May 23 of this year, the monthly water rate is $61.37. The term is
20 years at a 2.75 percent interest rate.

Senator Mills moved to approve the Fund C loan, contingent upon necessary PSC
approvals, seconded by Representative Pratt, and approved by unanimous roll call vote.

Ms. Bridwell submitted five Drinking Water State Revolving Fund (Fund F)
Program loans. Senator Mills moved to roll the loans into one roll call vote, seconded by
Representative Rudy, and approved without objection.

The City of Olive Hill, Carter County, requested a $122,344 Fund F loan increase
to its previously approved $883,000 Fund F loan for a total $1,005,344 Fund F loan
amount. The $1,248,344 Olive Hill: Replace Downtown Area Waterline Replacement
project replaced 5,900 linear feet of cast iron waterlines. An ARC grant funded the
remaining project costs. For 4,000 gallons, effective since January 1, 2019, the inside and
outside city monthly water rates are $27.43 and $43.14. The term is 30 years at a 0.25
percent interest rate.

Committee meeting materials may be accessed online at https://apps.legislature.ky.gov/CommitteeDocuments/13
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The Adair County Water District requested a $1,342,530 Fund F loan, of which KIA
will apply $671,265 in principal forgiveness, for its CAUD - Water Main Replacement
project; 7,400 linear feet of 8-inch water lines (replacing asbestos-cement) plus 5,250 linear
feet of 6-inch water lines, renovation of the City Industrial Tank, and demolition of two
other tanks. For 4,000 gallons, effective since February 2012, the monthly water rate is
$33.90 and the district has a 21 percent water rate increase pending PSC approval. The
term is 30 years at a 0.50 percent interest rate.

The City of Salem, Livingston County, requested a $585,000 Fund F loan, of which
KIA will apply $292,500 in principal forgiveness, for its Salem - Water Main Replacement
project; 5,500 linear feet of water lines on its western supply route connecting to the
Crittenden-Livingston County Water District. For 4,000 gallons, effective since March 27
of this year, the monthly water rate is $36.48. The term is 30 years at 0.50 percent interest
rate.

The Cave Run Water Commission, Menifee County, requested a $1,171,350 Fund
F loan for its Cave Run Water Commission Elevated Water Storage Tank Construction
project; a 300,000 gallon elevated storage tank serving the Cities of Frenchburg and
Jeffersonville as well as the Morgan County Water District. The commission is a wholesale
water provider only. The term is 20 years at a 1.50 percent interest rate.

The Northern Kentucky Water District, Kenton County, requested an $8 million
Fund F loan for its $10.05 million Taylor Mill Treatment Plant Emergency Generator/Fort
Thomas Treatment Plant Phase 2 Basin Improvements project. NKWD is funding the
remaining project costs. For 4,000 gallons, effective since March 26 of this year, the
monthly water rate is $38.78. The term is 20 years at a 1.50 percent interest rate.

Senator Mills moved to approve the Fund F loans, contingent upon necessary PSC
approvals, seconded by Representative Rudy, and approved by unanimous roll call vote.

Cabinet for Economic Development

Ms. Smith submitted two Economic Development Fund (EDF) grants for the
Cabinet for Economic Development (CED). Senator Mills moved to roll the grants into
one roll call vote, seconded by Representative Pratt, and approved without objection. Both
EDF grants were for projects among the eight recommended by an independent site
consultant to receive Kentucky Product Development Initiative program funds for
industrial site upgrades, administered in conjunction with the Kentucky Association for
Economic Development. Disbursements of grant funds will occur on a reimbursement
basis to local governments after CED reviews the required supporting documentation.

The first grant was $175,000 to Henderson County for the benefit of the City of
Henderson, to finance the approximately 4,400 foot municipal gas line extension to the
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property site located along the Highway 425 bypass. The city and Henderson County
Economic Development have committed $75,000 and $100,000 respectively for the match.

The second grant was $198,189 to the County of Marion for the benefit of the
Marion County Industrial Foundation, to finance an access road to the 250 acre business
and industrial park in Lebanon. MCIF has committed funding equal to the grant for the
match.

Senator Mills moved to approve the grants, seconded by Senator McDaniel, and
approved by unanimous roll call vote.

Previous Debt Issue

Ms. Williams reported the $66.71 million State Property and Buildings Commission
(SPBC) Revenue Refunding Bonds, Project No. 122, Series C, which refunded $68 million
of SPBC Project No. 98 debt for $1.7 million in net present value savings. The issue priced
last October and closed May of this year. The forward delivery structure was used as it
generated more savings than a taxable advance refunding.

School District Debt Issue with School Facilities Construction Commission
Debt Service Participation

Ms. Williams submitted an anticipated $6.73 million Breckinridge County School
District debt issue with SFCC debt service participation. The district did not need an
additional tax levy to pay debt service and the proceeds will be used for high school
renovations.

Representative Rudy moved to approve the school district debt issue with SFCC
debt service participation, seconded by Senator Mills, and approved by unanimous roll call
vote.

Adjournment

Representative Thomas announced upcoming meeting dates and times: July 22,
2020, 12:00 p.m.; and August 19, 2020, 3:00 p.m.

Senator McDaniel referenced a utility’s increases in administrative expenses and
rates, stating that administrative expenses at all levels of government need to be closely
monitored. Representative Thomas said he appreciated Senator McDaniel’s comments.

With there being no further business the meeting adjourned at 1:49 p.m.
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ANDY BESHEAR
GOVERNOR

SECRETARY

ENERGY AND ENVIRONMENT CABINET

DEPARTMENT FOR ENVIRONMENTAL PROTECTION

COMMISSIONER

300 SOWER BOULEVARD
FRANKFORT, KENTUCKY 40601

January 22, 2021

Sandy Williams, Deputy Executive Director
Kentucky Infrastructure Authority

100 Airport Road, 3 Floor

Frankfort, Kentucky 40601

Re:

Dear Mrs. Williams:

A20-047 — McCreary County Water District
McCreary Co WWTP--3089

Activity ID: FGL20200007

Assistance Agreement

The Division of Water (DOW) hereby certifies that the McCreary County Water District has satisfied the
following Clean Water State Revolving Fund general conditions for the MCWD Sanitary Sewer Collection System
Expansion - Phase 1 project as specified in the Conditional Commitment Letter dated June 25, 2020.

1. An environmental review was completed and approved by DOW on October 19, 2020.
Plans and specifications, including a completed SRF checklist, were approved by the DOW on October

20, 2020.

3. Plans and specifications indicated that American Iron and Steel components were included in the

project as approved on October 23, 2020.

4. All easements and/or land purchases were completed as demonstrated by the provisions of a Clear Site
Certificate to the DOW on December 22, 2020.

5. This project did not have a “Green Reserve” component.

6. Bids were opened on December 9, 2020 and the ATA package was approved on January 21, 2021

If you have any questions or require additional information, please contact William Averell, Project

Manager, at (502) 782-6882.

PM/JB: wa

c: Randy Kidd, Chairman
McCreary County Water District

Sincerely,
E-Signed b
q.

For:
Paul Miller, P.E.
Director, Division of Water

Ketuckiy™

KentuckyUnbridledSpirit.com

An Equal Opportunity Employer M/F/D

REBECCA W. GOODMAN

ANTHONY R. HATTON



Stephen Whitaker, Manager/Superintendent
McCreary County Water District

Alan Robinson, P. E.
Eclipse Engineering, PLLC

Judy Hachey, Community Development Specialist
Lake Cumberland ADD



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF MCCREARY
COUNTY WATER DISTRICT FOR
AUTHORIZATION TO EXECUTE AN
ASSISTANCE AGREEMENT WITH THE
KENTUCKY INFRASTRUCTURE AUTHORITY
AND FOR A CERTIFICATE OF PUBLIC
CONVENIENCE AND NECESSITY TO
CONSTRUCT THE SANITARY SEWER
COLLECTION SYSTEM EXPANSION PHASE
1 PROJECT

CASE NO.
2020-00399

N N N N N S N S S N

ORDER

On January 16, 2021, McCreary County Water District (McCreary District) filed an
electronic application, pursuant to KRS 278.020 and KRS 278.300, for the issuance of a
Certificate of Public Convenience and Necessity (CPCN) to construct extensions to its
sewer collection system and for approval of its plan to finance the proposed project.
McCreary District proposes to finance the project by requesting to borrow $3,224,500
from the Kentucky Infrastructure Authority (KIA). McCreary District responded to one
round of discovery. No party has sought intervention in this matter. McCreary District
has not requested a hearing. The record for this case is complete, and the matter stands
ready for a decision.

McCreary District, a water district organized under KRS Chapter 74, provides retail

water service to approximately 6,148" water customers in McCreary County, Kentucky.?

" Annual Report of McCreary County Water District for the Year Ended December 31, 2019 at 49.

2[d. at 12.



McCreary District also provides sewer collection service to approximately 1,142
customers in McCreary County, Kentucky.3

McCreary District is requesting a CPCN to extend its existing sewer system from
Stearns, Kentucky, northwest along Kentucky Highway 92 to the Smithtown area of
McCreary County, through the installation of 28,750 linear feet of 1.5-inch high density
polyethylene force main; 28,286 linear feet of 2-inch polyvinyl chloride (PVC) force main;
7,185 linear feet of 3-inch PVC force main; 10,399 linear feet of 4-inch PVC force main;
17,300 linear feet of 4-inch PVC gravity sewer main; and 240 grinder pump stations.*
McCreary District states that construction of the proposed facilities will provide a more
reliable, sustainable sewer system for the southern industrial and residential section of
McCreary County.®> McCreary District also avers the construction will serve to protect the
local environment and improve public health conditions through the elimination of straight
pipes and deteriorating septic systems, as well as provide the infrastructural foundation
for later expansions of the collections system and increase the economic viability of the
sewer operations by the addition of approximately 305 customers.®

The total capital cost of the proposed project is approximately $3,224,500.7
McCreary District states that it will finance the proposed project with a $3,224,500 loan

from KIA. The proposed KIA loan will mature over a 30-year term, at an interest rate of

3 Annual Report of McCreary County Water District for Sewer Operations for the Year Ended
December 31, 2019 at 36.

4 Application at 3—4.
5/d. at 4.
61/d.

7 Application, Exhibit 11 (Final Engineering Report).
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0.5 percent per annum commencing with the first draw of funds.?2 KIA will forgive
approximately $450,000 of the principal amount of the loan upon release all of the
contractor liens and upon the final disbursement of the assistance funds.®

In Case No. 2020-00151,'° the Commission ordered McCreary District to file an
application for a general rate adjustment pursuant to 807 KAR 5:001, Section 16, or an
application for an alternative rate adjustment pursuant to 807 KAR 5:076 by June 25,
2021, to ensure its revenue is sufficient to support adequate and reliable service.'" In its
response to Commission Staff’s First Request for Information, Iltem 3, McCreary District
provided an Excel spreadsheet that provided the debt service coverage using the
coverage method most commonly accepted by the Commission for the calendar years
2017 through 2019 for its sewer operations, which revealed a negative debt service for
all three years regardless of the inclusion of depreciation.'?> McCreary District additionally
stated in its response that compliance with the debt resolutions for its lenders regarding
the debt service is based upon the combined performance of both McCreary District's
water and sewer divisions.’® The Commission is concerned that while McCreary District

may be in compliance with the debt requirements of its lenders, cross subsidization of

81d. at7.

91d.

0 Case No. 2020-00151, Electronic Application of the McCreary County Water District to Issue
Securities in the Approximate Principal Amount of $1,702,000 for the Purpose of Refunding Certain
Outstanding Obligations of the District and Refinancing of a Short Term Obligation Pursuant to the
Provisions of KRS 278.300 and 807 KAR 5:001 (Ky. PSC June 26, 2020).

" Id. at 6.

2 McCreary District's Response to Commission Staff’s First Request for Information (filed Feb. 19,
2021), Item 3.

3 /d.
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rates may be occurring between its sewer and water operating divisions. Pursuant to the
Order entered in Case No. 2020-00151, the Commission finds that McCreary District
should still file an application for a general rate adjustment which includes financial data
for both the sewer and water division pursuant to KRS 278.190 and 807 KAR 5:001,
Section 16, or an application for an alternative rate adjustment pursuant to 807 KAR 5:076
by June 25, 2021.

Having reviewed the evidence of record and being otherwise sufficiently advised,

the Commission finds that:

1. The proposed construction will not result in wasteful duplication of existing
facilities.
2. The proposed construction does not conflict with any existing certificates or

services of any other utility operating in the area.

3. Public convenience and necessity require the proposed construction, which
will allow McCreary District to provide reliable and adequate sewer collection service to
its customers.

4. Kentucky Department of Water has approved the plans and specifications
for this proposed project.

5. The proposed loan with KIA is necessary, is appropriate for, and consistent
with the proper performance of McCreary District’s service to the public and will not impair
McCreary District’s ability to perform that service, and is reasonably necessary and
appropriate for such purpose.

6. The project will be funded by a KIA Loan of $3,224,500.

-4- Case No. 2020-00399



7. McCreary District should be authorized to utilize $3,224,500 of the
Assistance Agreement on the project approved herein.

8. McCreary District’s application does not include a proposal to adjust rates.

IT IS THEREFORE ORDERED that:

1. McCreary District is granted a CPCN to construct the proposed project as
set forth in the application.

2. McCreary District’s proposed plan for obtaining financing is approved.

3. McCreary District shall obtain approval from the Commission prior to
performing any additional construction not expressly approved by this Order.

4. McCreary District shall require construction to be inspected under general
supervision of a licensed professional engineer with a Kentucky registration in civil or
mechanical engineering to ensure that the construction work is done in accordance with
the contract drawings and specifications and in conformance with best practices of the
construction trades involved in the project.

5. McCreary District is authorized to enter the proposed Assistance
Agreement with KIA and, under the terms of the Assistance Agreement, to borrow an
amount not to exceed $3,224,500 to be repaid over 30 years from the date of the last
draw of funds at the rate of 0.5 percent per annum commencing with the first draw of
funds.

6. The proceeds of the KIA Loan shall be used only for the purposes specified
in McCreary District’s application.

7. McCreary District shall file with the Commission documentation of the total

cost of the project within 60 days of the date that construction authorized under this CPCN

-5- Case No. 2020-00399



is substantially completed. Construction costs shall be classified into appropriate plant
accounts in accordance with the Uniform System of Accounts for water utilities prescribed
by the Commission.

8. McCreary District shall file a copy of the “as-built” drawings and a certified
statement that the construction has been satisfactorily completed in accordance with the
contract plans and specifications within 60 days of the substantial completion of the
construction authorized under this CPCN.

9. Any documents filed in the future pursuant to ordering paragraphs 3, 7, and
8 shall reference this case number and shall be retained in the post-case correspondence
file.

10. The Executive Director is delegated authority to grant reasonable
extensions of time for filing any documents required by this Order upon McCreary
District’'s showing of good cause for such extension.

11.  This case is closed and removed from the Commission’s docket.

Nothing contained herein shall be deemed a warranty or finding of value of
securities or financing authorized herein on the part of the Commonwealth of Kentucky,

or any agency thereof.
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By the Commission
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF MCCREARY )

COUNTY WATER DISTRICT FOR )

AUTHORIZATION TO EXECUTE AN )

ASSISTANCE AGREEMENT WITH THE )

KENTUCKY INFRASTRUCTURE AUTHORITY ) CASE NO.

AND FOR A CERTIFICATE OF PUBLIC ) 2020-00399

CONVENIENCE AND NECESSITY TO )

CONSTRUCT THE SANITARY SEWER )

COLLECTION SYSTEM EXPANSION PHASE 1 )

PROJECT )

ORDER

On March 11, 2021, the Commission issued an Order approving McCreary County
Water District’'s (McCreary District) application to execute an Assistance Agreement with
the Kentucky Infrastructure Authority (KIA) to fund a construction project for which a
Certificate of Public Convenience and Necessity was also granted. The amount
authorized in the Order was not to exceed $3,224,500. On March 18, 2021, McCreary
District filed a motion requesting the Commission amend its Order of March 11, 2021, to
restate the amount of the authorized loan from the KIA to $3,244,500. In support of the
motion, McCreary District stated that the actual proposed loan amount of $3,244,500
appeared in several places throughout the application, and the erroneous amount of
$3,224,500 approved in the Commission’s Order appeared on the first page of McCreary
District’s application.

Finding that the March 11, 2021 Order should be amended, the Commission

HEREBY ORDERS that:



1. This case is reopened for the limited purpose of addressing McCreary
District’'s March 18, 2021 motion.

2. McCreary District’'s March 18, 2021 motion is granted.

3. The Order of March 11, 2021, is amended to authorize McCreary District to
enter the proposed Assistance Agreement with KIA for an amount not to exceed
$3,244,500.

4, All other provisions of the Commission’s March 11, 2021 Order that are not
in conflict with the terms of this Order shall remain in effect.

5. This case is now closed and removed from the Commission’s docket.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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June 25, 2020

The Honorable Randy Kidd, Chairman
McCreary County Water District

PO Box 488

Whitley City, KY 42653

KENTUCKY INFRASTRUCTURE AUTHORITY
FEDERALLY ASSISTED WASTEWATER REVOLVING LOAN FUND
CONDITIONAL COMMITMENT LETTER (A20-047)

Dear Chairman Kidd:

The Kentucky Infrastructure Authority (“the Authority”) commends your efforts to improve
public service facilities in your community. On June 4, 2020, the Authority approved your
loan for the Sanitary Sewer Collection System Expansion - Phase 1 project subject to the
conditions stated in Attachment A to this letter. The total cost of the project shall not
exceed $3,644,500, without prior authorization of the Authority, of which the Authority
loan shall provide $3,244,500 of the funding. Other anticipated funding for the project is
reflected in Attachment B. The final loan amount will be equal to the Authority’s portion
of estimated project cost applied to the actual project cost. Attachment B incorporated
herein by reference fully describes the project.

An Assistance Agreement will be executed between the Authority and the McCreary
County Water District upon satisfactory performance of the conditions set forth in
Attachment A. You must meet the conditions set forth in Attachment A and enter into an
Assistance Agreement by June 25, 2021 (twelve months from the date of this letter). A
one-time extension of up to six months may be granted for applicants that experience
extenuating circumstances. Funds will be available for disbursement only after execution
of the Assistance Agreement.



Chairman Kidd
June 25, 2020
Page 2

Please inform the Authority of any changes in your financing plan as soon as possible.
We wish you every success for this project which will benefit both your community and

the Commonwealth as a whole.

Sincerely,

(")L/JU',L f }%Jmﬁgﬁ :

Linda Bridwell, PE
Deputy Executive Director
Kentucky Infrastructure Authority

Attachments

cc:  Judy Hachey, LCADD
Eclipse Engineers, PLLC, Alan Ray Robinson

Please sign and return a copy of this letter indicating your acceptance of this commitment
and its terms along with the completed “Transparency Act Reporting Information
Form”. Complete the attached “Authorization for Electronic Deposit of Vendor Payment
Form” and the “ACH Debit Authorization Form” and return to the US Bank address at
the bottom of each form. Also included are the “Legal Counsel Certification Letter”
sample and the “Statement of Approval of Projections of Revenue and Expenses” for you
to complete at the appropriate time.

We have attached an SRF loan checklist to use as a guide.

% / / 740

7 £~ Accepted ’ Date




Chairman Kidd
June 25, 2020
Attachment A

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

1.

10.

The Authority project loan shall not exceed $3,244,500 without prior
authorization.

Principal forgiveness of 50% of the assistance amount, not to exceed
$450,000 will be credited to the loan balance upon release of liens on all
contracts and disbursement of the final draw request by KIA to the borrower.

The loan shall bear interest at the rate of 0.50% per annum commencing
with the first draw of funds.

Interest shall be payable on the unforgiven amount of actual funds received.
The first payment shall be due on June 1, or December 1, immediately
succeeding the date of the initial draw of funds, provided that if such June
1, or December 1, shall be less than three months since the date of the
initial draw of funds, then the first interest payment date shall be the June
1, or December 1, which is at least six months from the date of the initial
draw of funds. Interest payments will be due each six months thereafter
until the loan is repaid. KIA requires the use of Automated Clearing House
(ACH) debits for payment of all balances due on the loan. This will ensure
that payments are credited timely to your account without the risk of
incurring late payment fees. If the due date falls on a weekend or holiday
your account will be debited on the next business day. Please complete and
return the attached authorization to U.S. Bank for processing.

Full principal payments will commence on the appropriate June 1, or
December 1, within twelve months from initiation of operation. Full
payments will be due each six months thereafter until the loan is repaid.

The loan shall be repaid over a period not to exceed 30 years from the date
of initiation of operation for the project.

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

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

The Authority loan funds must be expended within six months of the official
date of initiation of operation.

Fund “A” loan funds may be considered to be federal funds. If more than
$750,000 of federal funds is disbursed during any one (borrower) fiscal
year, the borrower is required to have a single or program-specific audit
conducted for that year in accordance with 2 CFR 200 Uniform



Chairman Kidd
June 25, 2020
Attachment A

11.

12.

13.

Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

The Authority requires that an annual financial audit be provided for the life
of the loan.

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

The borrower must maintain a 1.1 debt coverage ratio throughout the life of
the KIA loan. All borrowers are subject to at least an annual financial review
for compliance.

The following is a list of the standard conditions to be satisfied prior to execution of the
Assistance Agreement or incorporated in the Assistance Agreement. Any required
documentation must be submitted to the party designated.

1.

The Authority to Award (bid) package must be submitted to the Division of
Water for approval within 14 days of bid opening.

The Assistance Agreement must be executed within six (6) months from bid
opening.

Documentation of final funding commitments from all parties other than the
Authority as reflected in the credit analysis shall be provided prior to
preparation of the Assistance Agreement and disbursement of the loan
monies. Rejections of any anticipated project funding shall be immediately
reported and may cause this loan to be subject to further consideration.

The loan must undergo review by the Capital Projects and Bond Oversight
Committee of the Kentucky Legislature prior to the State's execution of the
Assistance Agreement. The committee meets monthly on the third
Tuesday. Any special conditions listed in Attachment B must be satisfied
before the project is presented before the Committee.

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

The Borrower must complete and forward the attached “Authorization for
Electronic Deposit of Vendor Payment” form to US Bank.

The Borrower must provide documentation of Eclearinghouse Endorsement
and Eclearinghouse Comments.
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10.

11.

12.

13.

14.

15.

16.

17.

Prior to the project bid, an environmental review shall be conducted by the
Division of Water for all construction projects receiving State Revolving
Fund (“SRF”) money.

Technical plans and specifications and a complete SRF specifications
checklist shall be approved by the Division of Water prior to project bid.

All easements or purchases of land shall be completed prior to
commencement of construction. Clear Site Certification of all land or
easement acquisitions shall be provided to the Division of Water. DOW
representatives shall be notified for attendance of the pre-construction
conference.

Project changes or additions deviating from the original scope of work
described in the Project Profile may require a new or amended
environmental review and change order review before they can be included
in the SRF loan project.

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

Implement the Kentucky Uniform System of Accounting (KUSo0A), or an
alternative approved by the Authority and assure that rates and charges for
services are based upon the cost of providing such service.

The Borrower shall comply with all Davis Bacon related monitoring and
reporting and require all contractors to pay wages pursuant to applicable
prevailing wage rates for all work relating to the subject Project.

The project shall comply with the reporting requirements of the
Transparency Act, and shall complete the attached Transparency Act
Reporting Information Form and provide to the Authority no later than 30
days after the KIA Board approval date of your loan.

This project does not qualify for Green Project Reserve (GPR) funding.

Based on the final “as-bid” project budget, the Borrower must provide
satisfactory proof, based on then existing conditions, that the revenue
projections in the attached descriptions are still obtainable and that the
projections of operating expenses have not materially changed. The “as
bid” project budget shall be reviewed and approved by the consulting
engineer.
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18. The project shall comply with American Iron and Steel requirements of The
Consolidated Appropriations Act of 2014 (H.R. 3547), which became
effective January 17, 2014, unless engineering plans and specifications
were approved by the Division of Water prior to the effective date.

19. Pursuant to the Water Resources Reform and Development Act (WRRDA)
of 2014, all CWSRF loan recipients must certify that they have a Fiscal
Sustainability Plan for projects that involve the repair, replacement, or
expansion of treatment works. Additionally, borrowers must also certify that
they have studied and evaluated the cost and effectiveness of the
processes, materials, techniques, and technologies for the funded project
and that they have selected, to the maximum extent practicable, a project
that maximizes the potential for efficient water and energy conservation,
taking into consideration capital cost, operation and maintenance, and
replacement cost.

Any special conditions stated in Attachment B must be resolved.



RESOLUTION

A RESOLUTION APPROVING AND AUTHORIZING AN ASSISTANCE
AGREEMENT BETWEEN THE MCCREARY COUNTY WATER DISTRICT
AND THE KENTUCKY INFRASTRUCTURE AUTHORITY TO PROVIDE UP
TO $3,244,500 OF LOAN FUNDS FOR PROJECT NUMBER A20-047.

WHEREAS, the Board of Commissioners (“Govemning Authority”) of the McCreary
County Water District (“Governmental Agency™) has previously determined that it is in the public
interest to acquire and construct certain facilities and improvements (the “Project”) to the

Governmental Agency’s sewer system (the “System”);

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

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

NOW, THEREFORE, IT IS RESOLVED by the McCreary County Water District, as
follows:

SECTION 1. That the Governing Authority hereby approves and authorizes the
Assistance Agreement between the Governmental Agency and the Authority regarding Project
Number A20-047 substantially in the form on file with the Governmental Agency to provide the
necessary financing to the Governmental Agency for the Project.

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

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

ADOPTED on March 30, 2021.
GOVERNMENTAL AGENCY:
MCCREARY COUNTY WATER
DISTRICT
By:
Chairman
ATTEST:
By: N peer

Secrg f Governmental Agency



CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the
McCreary County Water District; that the foregoing is a full, true and correct copy of a Resolution
adopted by the governing authority of the McCreary County Water District at a meeting duly held
on March 30, 2021 that said official action appears as a matter of public record in the official
records or journal of the governing authority; that said meeting was held in accordance with all
applicable requirements of Kentucky law, including KRS 61.810, 61.815, 61.820 and 61.823; that
a quorum was present at said meeting; that said official action has not been modified, amended,
revoked or repealed and is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature this March 30, 2021.

Secrefary of Governmental Agency




MCCREARY COUNTY WATER DISTRICT
P.0. BOX 488
WHITLEY CITY, KY. 42653
(606) 376-2540

MARCH 30, 2021

RANDY KIDD CALLED THE MEETING TO ORDER WITH THE FOLLOWING BOARD
MEMBERS PRESENT:

COMMISSIONER COY TAYLOR PRESENT
COMMISSIONER RAYMOND TAYLOR PRESENT
COMMISSIONER MAYNARD NEW PRESENT
COMMISSIONER RANDY KIDD PRESENT
COMMISSIONER DOUG SEXTON PRESENT

COY TAYLOR MADE THE MOTION TO APPROVE THE FEBRUARY 23, 2021 MINUTES.
SECONDED BY RAYMOND TAYLOR.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER MAYNARD NEW YEA
COMMISSIONER RANDY KIDD YEA
COMMISSIONER DOUG SEXTON YEA

COY TAYLOR MADE THE MOTION TO APPROVE THE SPECIAL MEETING MARCH 17,
2021 MINUTES. SECONDED BY RAYMOND TAYLOR.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER  MAYNARD NEW YEA
COMMISSIONER RANDY KIDD YEA
COMMISSIONER DOUG SEXTON YEA

POLLING OF BOARD APPROVAL.
(PURCHASE OF DODGE TRUCK).

SUPT. WHITAKER OPENED THE MEETING SAYING THERE WAS A POLLING OF THE

BOARD ON FEBRUARY 26, 2021 AND THE VOTE WAS TO PURCHASE A 2007 DODGE
TRUCK IN THE AMOUNT OF $18,000.

COY TAYLOR MADE THE MOTION OF A RESOLUTION TO APPROVE THE FEBRUARY
26, 2021 POLLING TO PURCHASE A 2007 DODGE TRUCK IN THE AMOUNT OF $18,000.
SECONDED BY DOUG SEXTON. (PRO-TUNC-NUC).



COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA

COMMISSIONER MAYNARD NEW YEA

COMMISSIONER RANDY KIDD YEA

COMMISSIONER DOUG SEXTON YEA
SEWER PUMP STATIONS.

SUPT. WHITAKER SAID THE DISTRICT HAS HAD THREE MAIN SEWER PUMP STATIONS
TO GO DOWN THIS PAST MONTH. HE SAID HE NEEDS BOARD APPROVAL TO
RENOVATE AND PURCHASE THESE LIFT STATIONS.THERE WERE SMELL
COMPLAINTS YEARS AGO AT THE COUNTRY STORE PUMP STATION SO THE
DISTRICT INSTALLED CARBON FILTERS IN THE VENTS WHICH AFTER MANY YEARS
OF GAS BUILD UP CAUSED THE STATION TO ROT COMPLETELY OUT. WHITAKER SAID
EVERYTHING WILL HAVE TO BE COMPLETELY TAKEN OUT AND EVERYTHING PUT
BACK IN IT. THE QUOTE FOR THE BARNES 40 HP, 6" MEGA LUG FLANGE, 6"X10
DUCTILE IRON PIPE, 6” 90’S, 6"X4 SPOOL PIECES AND 6” FULL FACE FLANGE PACK IS
$19,950. HE SAID THIS IS A BIG JOB AND INTENDS TO REQUEST FOR

REIMBURSEMENT FOR MATERIALS THROUGH THE SANITARY SEWER EXPANSION
PROJECT.

RAYMOND TAYLOR MADE THE MOTION OF A RESOLUTION TO AUTHORIZE SUPT.
WHITAKER TO PROCEED WITH THE PURCHASE OF THE BARNES SEWER PUMP
STATION FOR $19,950. SECONDED BY COY TAYLOR.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER  MAYNARD NEW YEA
COMMISSIONER  RANDY KIDD YEA
COMMISSIONER DOUG SEXTON YEA

SUPT. WHITAKER SAID THE SECOND ONE IS THE STEARNS CAR WASH PUMP
STATION. THIS STATION NEEDS A NEW PUMP AND A CONTROL PANEL BECAUSE IT
WAS VANDALIZED. HE SAID HE IS ALSO GOING TO INCLUDE THIS PUMP STATION FOR
REIMBURSEMENT THROUGH THE SANITARY SEWER IMPROVEMENTS PROJECT.

RAYMOND TAYLOR MADE THE MOTION OF A RESOLUTION TO AUTHORIZE SUPT.
WHITAKER TO MOVE FORWARD WITH THE PURCHASE OF A NEW PUMP STATION AND
A CONTROL PANEL FOR THE STEARNS CAR WASH SEWER PUMP STATION.
SECONDED BY DOUG SEXTON.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER MAYNARD NEW YEA
COMMISSIONER RANDY KIDD YEA

COMMISSIONER DOUG SEXTON YEA



SUPT. WHITAKER SAID THE THIRD IS THE BILL DAVIS SEWER PUMP STATION ON LICK
CREEK RD. THE QUOTE FOR IT IS APPROXIMATELY $10,000. A TREE FELL DURING
THE ICE STORM DAMAGING THE STATION PANEL. HE SAID THIS STATION HAS BEEN
IN NEED OF RENOVATION FOR A WHILE.

RAYMOND TAYLOR MADE THE MOTION OF A RESOLUTION TO AUTHORIZE SUPT.
WHITAKERS TO MOVE FORWARD WITH THE PURCHASE OF A PANEL AND
RENOVATIONS FOR THE BILL DAVIS SEWER PUMP STATION. SECONDED BY COY
TAYLOR.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER  MAYNARD NEW YEA
COMMISSIONER RANDY KIDD YEA
COMMISSIONER DOUG SEXTON YEA

SANITARY SEWER COLLECTION
SYSTEM PROJECT.

SUPT. WHITAKER SAID THE BOARD WILL NEED TO DO A RESOLUTION TODAY
APPROVING AND AUTHORIZING AN ASSISTANCE AGREEMENT WITH KIA FOR THE
SANITARY SEWER COLLECTION SYSTEM PROJECT.

COY TAYLOR MADE THE MOTION OF A RESOLUTION APPROVING AND AUTHORIZING
AN ASSISTANCE AGREEMENT WITH KIA TO PROVIDE UP TO $3,244,500 OF LOAN
FUNDS FOR PROJECT NUMBER A20-047. SECONDED BY RAYMOND TAYLOR.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER MAYNARD NEW YEA
COMMISSIONER RANDY KIDD YEA
COMMISSIONER DOUG SEXTON YEA

PSC ORDER NO. 2021-00021.

SUPT. WHITAKER SAID WE ARE IN RECEIPT OF PSC'S CASE NO. 2021-00021
CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY TO CONSTRUCT A SYSTEM
IMPROVEMENTS PROJECT AND AN ORDER APPROVING A CHANGE IN RATES AND
AUTHORIZING THE ISSUANCE OF SECURITIES PURSUIT TO KRS 278.023 FOR THE
MARSH CREEK WATERLINE UPGRADE PROJECT. HE SAID IN THERE PSC STATES
THAT MCWD HAS ENGAGED IN POLICY BY WHICH “MCCREARY COUNTY HAS
MANAGED TO AVOID COMMISSION REVIEW OF ITS FINANCIAL RECORDS AND
OPERATIONAL STRUCTURE FOR MORE THAN 40 YEARS”. HE SAID THERE HAS BEEN
NO EFFORT TO AVOID THE COMMISSION’S REVIEW OF THE DISTRICTS OPERATIONS
OR FINANCES. SINCE 1988 WHEN THE GENERAL ASSEMBLY ENACTMENT OF KRS
278.023 THE DISTRICT HAS USED THE PROCEDURES IN THAT STATUTE TO ADJUST
ITS GENERAL RATES. THIS PROCEDURE IS THE QUICKEST AND LEAST COSTLY
MEANS TO GET THE APPROVAL FOR PROJECTS, FINANCING AND RATES TO FUND
THOSE PROJECTS. AFTER FURTHER DISCUSSION AND IN AGREEMENT WITH



GERALD WUETCHER, SUPT. WHITAKER SAID HE WILL PREPARE A RESPONSE
ADDRESSED TO THE BOARD FOR NEXT MONTH MEETING.

PIPE DISCUSSION.

SUPT. WHITAKER SAID THERE WILL BE A MEETING TODAY TO DISCUSS THE FAULTY
PIPE IN THE STEARNS TO SMITHTOWN WATERLINE REPLACEMENT PROJECT.

COY TAYLOR MADE THE MOTION TO GO INTO EXECUTIVE SESSION. SECONDED BY
MAYNARD NEW.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER MAYNARD NEW YEA
COMMISSIONER RANDY KIDD YEA
COMMISSIONER DOUG SEXTON YEA

COY TAYLOR MADE THE MOTION OF A RESOLUTION TO COME OUT OF EXECUTIVE
SESSION. SECONDED BY MAYNARD NEW.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER MAYNARD NEW YEA
COMMISSIONER RANDY KIDD YEA
COMMISSIONER DOUG SEXTON YEA

DOUG SEXTON MADE THE MOTION OF A RESOLUTION TO AUTHORIZE SUPT.
WHITAKER TO CONDUCT NEGOTIATIONS IN ACCORDANCE WITH THE PLAN HE
PROPOSED TO THE BOARD. SECONDED BY RAYMOND TAYLOR.

COMMISSIONER COY TAYLOR YEA

COMMISSIONER RAYMOND TAYLOR YEA

COMMISSIONER MAYNARD NEW YEA

COMMISSIONER RANDY KIDD YEA

COMMISSIONER DOUG SEXTON YEA
PROJECT DISCUSSION.

KY ENGINEERING GROUP.

RYAN CARR NOW ADDRESSES THE BOARD SAYING THE STEARNS TO SMITHTOWN
WATERLINE REPLACEMENT PROJECT BASE CONTRACT IS PRETTY MUCH
COMPLETE. THE WASTEWATER PLANT IS COMPLETE. SUPT. WHITAKER SAID THE
PUMP STATION MATERIALS HAVE BEEN ORDERED, THE FOOTERS HAVE BEEN DUG
AND POURED. THE BLOCK LAYERS ARE WAITING ON GOOD WEATHER. CARR SAID
WITH CONTINGENCY FUNDS THE CONTRACTOR WILL BE MAKING METER
CONNECTIONS IN THE MARSHES SIDING AND PINE KNOT AREA.



ECLIPSE ENGINEERING.

ALLAN ROBINSON NOW ADDRESS’S THE BOARD SAYING MARSH CREEK WATERLINE
UPGRADE PROJECT HAS BEEN AWARDED TO ROSES EXCAVATING. THE PROJECT
HAS STARTED. THE SANITARY SEWER COLLECTION PROJECT WAS AWARDED TO
FLOWLINE. THE EDA PROJECT PHASE I IS AT THE DOW. PHASE Il SHOULD BE WITHIN
A COUPLE WEEKS. THEY ARE WORKING ON THE PLANS FOR THE WATER TANK
RENOVATION PROJECT. ROBINSON SAID THERE IS A PUBLIC MEETING SCHEDULED
TODAY AT 1:00 P.M. FOR THE CATRON NEEDLE WATER LINE EXTENSION PROJECT.

LEGAL.

GERALD WUETCHER SAID THE LEGISLATORS HAVE OVERRULED THE GOVERNOR'’S
VETO CONCERNING WATER DISTRICT AND WATER ASSOCIATIONS DOING CUTOFFS.
THEY NOW CAN DO CUTOFFS AND CHARGE LATE PAYMENTS IF THEY ALREADY DO
SO.

WITH NO FURTHER BUSINESS, COY TAYLOR MADE THE MOTION OF A RESOLUTION
TO ADJOURN. SECONDED BY MAYNARD NEW.

COMMISSIONER COY TAYLOR YEA
COMMISSIONER RAYMOND TAYLOR YEA
COMMISSIONER MAYNARD NEW YEA
COMMISSIONER  RANDY KIDD YEA
COMMISSIONER DOUG SEXTON YEA

RANDY KIDD, CHAIRMAN



KENTUCKY INFRASTRUCTURE AUTHORITY

ASSISTANCE AGREEMENT

FEDERALLY ASSISTED WASTEWATER REVOLVING LOAN FUND PROGRAM
FUND A

PROJECT NUMBER: A20-047
GOVERNMENTAL AGENCY (Borrower): McCreary County Water District

GOVERNMENTAL AGENCY’S ADDRESS: 456 NHWY 27
Whitley City, Kentucky 42653

DATE OF ASSISTANCE AGREEMENT: March 30, 2021

CFDANO.: 66.458



ASSISTANCE AGREEMENT

TABLE OF CONTENTS
Page

ARTICLE I DEFINITIONS .....ooitivteiiieeiteirieseeeesessteesestssesstseeseeeseasessesssessessssesssssesssssssssssssssnns 2
ARTICLE II REPRESENTATIONS AND WARRANTIES ...eov it eeeeeeeeeeeteeeeeeeeeeeese s eemeeees s 5
Section 2.1.  Representations and Warranties of Authority.........ceececeveeeeiieeereireeeeneeeeceeesreeeenen 5
Section2.2.  Representations and Warranties of the Governmental Agency. ............coccurvrunnee... 5
ARTICLE III AUTHORITY’S AGREEMENT TO MAKE LOAN; TERMS .....ccooveeeeeerrrannnn. 7
Section 3.1.  Determination of Eligibility.......ccoceeuirieriremriniireiircririeeneseeiseeeeeeeeeeeseesesaneeseeeesenna 7
Section 3.2.  Principal Amount of Loan Established; Loan Payments; Disbursement of Funds. 7
Section 3.3.  Governmental Agency’s Right to Prepay Loan. ..........cccoeueveueeereireeeenseereeesnnene 8
Section 3.4.  SUbOrdination OF LOAN. ....cueeverveeeeeeeeeeeee et eeseeeeeeeeeeeeseessseesssesessessessessesssesssseens 8
ARTICLE IV CONDITIONS PRECEDENT TO DISBURSEMENT REQUISITION FOR

FUNDS ottt ettt s et e eetese st e stssee e e e anesnesseassseassnseaseeanesseseesssennns 8
Section 4.1.  Covenants of Governmental Agency and Conditions of Loan. .......c..cc.cveeeereunenn.n. 8
Section4.2.  Additional Conditions to Disbursement Required Under the Federal Agreement.

............................................................................................................................... 12
Section 4.3.  Disbursements of Loan Funds; Requisition for Funds. ............ccccervevvririrnerenceene. 13
ARTICLE V CERTAIN COVENANTS OF THE GOVERNMENTAL AGENCY;

PAYMENTS TO BE MADE BY GOVERNMENTAL AGENCY TO THE

AUTHORITY ceevtitecetecteienieecrecenessstssessseststsstssesstsste st sesseseessesssssnessesssessessssesses 14
Section 5.1.  Imposition of SErvice Charges. .........ccovveeureinrsrnieerseeniensssissessessessssssessesesesesenas 14
Section 5.2.  Governmental Agency’s Obligation to Repay Loan.............curerereeeurireiresenccnn. 15
Section 5.3, Covenant to Adjust Service Charges. .........oeceeeeeeruereiereeererreeeerceveesesseseesenes 15
Section 5.4.  Adequacy of Service CRAIES. ......cceueeieeeeerieeeeeirircssrerieseststeieseeeeeesreeesessseesesenes 15
Section 5.5.  Covenant to Establish Maintenance and Replacement Reserve. ...........counee...... 15
Section 5.6.  Reports; INSPECLION. ...c.cuveueucerueeeiriesieeessiets ettt ese e tese s ss e s ne 16
Section 5.7.  Segregation of FUNAS. .......c.ecoveeuirieieieieieeetceete et esee e sesesre s ecenennen 16
Section 5.8.  Mandatory SEWer CONNECLION.........cccevruieereeererererereneteteee et ssseeeeeeneseroneenensane 16
Section 5.9.  Additional COVENANES............eeeeerveeveeeereterereeeeeseeereesesssssssssssesessessesessesssreseasesseses 16
ARTICLE VI OTHER COVENANTS OF THE GOVERNMENTAL AGENCY .....ooeuvue... 17
Section 6.1.  FUIThEr ASSUIAMNCE. ..u.eviieeeiiireeiessiectee et eeeeeeeeeeeeseeseeesensessesesesesssesssssesseessesessnseaes 17
Section 6.2.  COMPIEtion OF PrOJECT. ....c.c.cceerereuerinreretecececeeestesseeceissessesssssseessssenseeseeesasseessean 17
Section 6.3.  Establishment of Completion Date. ...........ouceverieririeieeeiieninseseseeeeeseeseesesseesenas 17
Section 6.4.  Commitment t0 OPErate...........ceeerreereerereeierereiesereseseteeenscsesseresesesesssesessssssnsnes 17
Section 6.5.  CONtiNUE t0 OPEIALE. ......ooveveuieeeeeerriieseeceececee e ressaessseeesstseesestsssseseesssessssesssssnes 17
Section 6.6,  TaX COVENAMNE. ..c.ceuieeiereeireersieeeeeeeeeseseeeeesesssersesssssseseesessssssssssssasessessesesssensssnsssss 17
Section 6.7.  Accounts and REPOILS. .....c...cceeereereuicveiieereinieereneeceeeietcssseee e eet e ssseenssssesseenes 18
Section 6.8.  Audit REQUITEMENLS. .......cuevivereereeirieriiicieereseess et seeesteeesesee s eesesesesesssasassnsssen 18
Section 6.9.  General Compliance With All DULIES. ......c.cccoeiererereriiceicereeesie e s see e 18
Section 6.10. System Not to Be Disposed Of. ........ccccccercueeerecrirnnneeceesesesseseessecseseeeesesenen 18



Section 6.11. Further Covenants under the Federal Agreement. ...........cccceueereeviemrccenereceenenen 19
Section 6.12. Continuing Disclosure Obligation. ...........ccceviverresnineensieeeriererenesessseressrssnnne 20

ARTICLE VII MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION... 20

SectioniZ.l. ; [MaintainiSystem .l o5 srrb L i n LU B B 20
Section 7.2.  Additions and IMProvements. .........ocvvueererererereresesnrsessseesessseessssssesssssessssesnens 20
Section 7.3. Compliance with State and Federal Standards...............cooeeveviiinuecrcnierecereeernens 21
Section 7.4, ACCESS t0 RECOTAS. ....cvuerueuiierreeintiteteieneeie ettt sees e ssaess et sesssne st ssseessessenseenns 21
Section 7.5.  Covenant to InSure - Casualty.........c.cceeeverrereeerreiireniieiiee e recesesseneeesesesesens 21
Section 7.6.  Authority as Named INSUred. ........cccccoovevevivnnieiinenieeireieeee e evseeeeeeesrceseeseene 21
Section 7.7. Covenant to Insure - Liability. ......ccccoveerrecinecerteeeeieeiceece vt 21
Section 7.8.  Covenant Regarding Worker’s Compensation. ............ccceeeverueverrererererereresnseenennn. 21
Section 7.9.  Application of Casualty Insurance Proceeds. .........cccevurenveeicrveeereeeecererennnne. 22
Section 7.10. Eminent DOMAIN. .........ccoereivieerireniinerininieeerninesesesssesinnssisesssessessssssrsssssesssssesenees 22
Section 7.11. Flood INSUTANCE.......cccvruemiirinricciniirtniretstse sttt tsae e b e ettt cssenene 22
ARTICLE VIII EVENTS OF DEFAULT AND REMEDIES ........coccooeveeemeereeniererereeisneneens 23
Section 8.1.  Events of Default Defined. ..........ccooeveveniieiieeeieieeeeceee e 23
Section 8.2. Remedies on Default..........ccccninenreiiirnnnncccneneee et aesens 23
Section 8.3.  Appointment 0f RECEIVEL. ........cccorvurirrriniirrrencenee et 24
Section 8.4. No Remedy EXCIUSIVE......c.c.covevirminrenenriininininsreneeeene e sessessssassesesens 24
Section 8.5. Consent to Powers of Authority Under AcCt. ...........coveeeivieiereeeeeeereeeeeeseeeeeene 24
Section 8.6.  WAIVELS. ....cuciriiriiiiciriet sttt sttt ren s b as b st s s tans 24
Section 8.7.  Agreement to Pay Attorneys’ Fees and EXpenses. .........cccoeeveeveiemeccerccsinnenns 24
ARTICLE IX MISCELLANEOUS PROVISIONS......cooviiininrtrirteesiree et ssenenes 25
Section 9.1.  Approval not to be Unreasonably Withheld. ..........ccocveeveirieiiiiiccreeee 25
Section 9.2, APPIOVAL .....cocouiiiiiiiiictiet ettt s et 25
Section 9.3, Effective Date. ..o ssss st esenns 25
Section 9.4.  Binding Effect. ......cccccriiininiireneeee ettt ess e 25
Section 9.5, SeVErability. .....oceviviieeriirititice ettt ettt et neaes 25
Section 9.6.  ASSIZNADILILY. ....veoemieeeeece et s 25
Section 9.7.  Execution in COUNTEIPAITS......c..eeerireriererereerererseeserestessesereissessesaesessesesssssnsssenness 26
Section 9.8.  Applicable Law. ..ccuruecoceirriiireccee ettt ene 26
Section 9.9,  CAPLIONS. .c.iiiiimiiiertreeeerteerte et e s re e et s s s e as s ebeses e s sbe et ene b s e b st s s aens 26
EXHIBIT A - PROJECT SPECIFICS .......occciireenreentnennisicessiesssess s sessessenssssssessssssssssessssnes A-1
EXHIBIT B - REQUISITION FORM .......ocutirrneererenenenenentssisssisssissessecnssesessssessssessssssones B-1
EXHIBIT C - SCHEDULE OF SERVICE CHARGES ........cvioieienreeeererereeesensseneseenas C-1
EXHIBIT D - FORM OF RESOLUTION.......ccccceiitiiienirnistenereessessrereesesaesenesresessssesssrssssesees D-1
EXHIBIT E - LEGAL OPINION ......cocoriieieeetreneercnsenenceeresasnsssseesessassessssessssssesssssssassssseses E-1
EXHIBIT F - LOAN TERM SCHEDULE .......cocouiiitierieniieeetrinineeeesene s ese e sessesessasssassnssssene F-1

ii



ASSISTANCE AGREEMENT

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

WITNESSETH

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

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

WHEREAS, the Program is funded in part pursuant to the Capitalization Grant Operating
Agreement between the Authority and the U.S. Environmental Protection Agency dated as of
March 1, 1990 (the “Federal Agreement”), under which the Authority is responsible for providing
certain “match funding” described in the Federal Agreement; and

WHEREAS, the Authority has issued, and will issue from time to time, its revenue bonds
pursuant to a General Trust Indenture dated as of September 1, 1989 (the “Indenture”) between
the Authority and U.S. Bank National Association, as successor in interest to National City Bank
(f/k/a First Kentucky Trust Company) (the “Trustee”) in order to provide the “match funding” for
the Program; and

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

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

WHEREAS, the Authority is willing to cooperate with the Governmental Agency in
making available the Loan pursuant to the Act and the Indenture to be applied to the Project upon
the conditions hereinafter enumerated and the covenants by the Governmental Agency herein
contained to levy, collect, and enforce and remit adequate Service Charges, as hereinafter defined,



for the services provided by the Governmental Agency’s System, as hereinafter defined, and to
apply the necessary portion of said Service Charges to the repayment of the Loan and the interest
thereon, as hereinafter specifically provided; and

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

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

ARTICLEI
DEFINITIONS

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

“dct” shall mean Chapter 224A of the Kentucky Revised Statutes, as amended.

“Administrative Fee” means the charge of the Authority for the servicing of the Loan,
which is the annual percentage charged against the unpaid principal balance of the Loan as
identified in the Loan Term Schedule.

“Amortization Commencement Date” means the date set forth on the Loan Term Schedule
when the first payment of principal of and interest on the Loan is due under the Schedule of
Payments.

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

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

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



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

“Cabinet” means the Energy and Environment Cabinet of the Commonwealth.

“Code” shall mean the Internal Revenue Code of 1986, as amended, and shall include the
Regulations of the United States Department of the Treasury promulgated thereunder.

“Commonwealth” shall mean the Commonwealth of Kentucky.
“Construction” shall mean construction as defined in the Act.

“Debt Obligations” shall mean those outstanding obligations of the Governmental Agency
identified in the Project Specifics outstanding as of the date of this Assistance Agreement or issued
in the future in accordance with the terms hereof, payable from the income and revenues of the
System.

“Default Rate” means the rate of interest identified in the Loan Term Schedule to accrue
on the amount of the Loan that is in default under this Assistance Agreement.

“Effective Date” means the date set forth on the cover page of this Assistance Agreement.

“Engineers” means the firm of consulting engineers employed by the Governmental
Agency in connection with the Project identified in the Project Specifics.

“Federal Act” shall mean the Water Quality Act of 1987, 33 U.S.C. 1251 et. seq.

“Federal Agreement” means Capitalization Grant Operating Agreement between the
Authority and the U.S. Environmental Protection Agency dated as of March 1, 1990, under which
the Authority is responsible for providing certain “match funding”.

“Governmental Agency” shall mean any agency or unit of government within the
Commonwealth, now having or hereafter granted the authority and power to finance, acquire,
construct, and operate a Project, including specifically but not by way of limitation, incorporated
cities, counties, sanitation districts, water districts, public authorities, sewer construction districts,
metropolitan sewer districts, sanitation taxing districts, and any other agencies, commissions,
districts, or authorities (either acting alone, or in combination with one another pursuant to any
regional or area compact, or multi-municipal agreement), now or hereafter established pursuant to
the laws of the Commonwealth having and possessing such described powers; and for the purposes
of this Assistance Agreement shall mean the Governmental Agency identified on the front cover
of this Assistance Agreement and in the Project Specifics.

“Indenture” shall mean the General Trust Indenture dated as of March 1, 1989 between the
Authority and the Trustee, as amended and supplemented from time to time.

“Interagency Agreement” means the Interagency Agreement dated as of March 1, 1990
between the Authority and the Cabinet.



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

“Loan Payment Date” shall mean the dates principal of and/or interest on the Loan are due
as set forth in the Loan Term Schedule.

“Loan Rate” means the rate per annum of interest identified in the Loan Term Schedule.

“Loan Term Schedule” shall mean the payment information and terms of the Loan
identified and set forth in Exhibit F attached hereto and includes any amendments or supplements
thereto.

“Person” shall mean any individual, firm, partnership, association, limited liability
company, corporation or Governmental Agency.

“Program” shall mean the program authorized by KRS 224A.111 and the Indenture as the
“federally assisted wastewater revolving fund” for financing Projects through Loans by the
Authority to Governmental Agencies and shall not be deemed to mean or include any other
programs of the Authority.

“Project” shall mean, when used generally, Treatment Works, and when used in specific
reference to the Governmental Agency, the Project described in the Project Specifics.

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

“Requisition for Funds” means the form attached hereto as Exhibit B to be utilized by the
Governmental Agency in obtaining disbursements of the Loan from the Authority as construction
of the Project progresses.

“Resolution” means the resolution or ordinance of the Governmental Agency in the form
of the resolution attached hereto as Exhibit D authorizing the execution of this Assistance
Agreement.

“Schedule of Payments” means the debt service schedule of the Loan as set forth in the
Loan Term Schedule.

“Schedule 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, which
Schedule of Service Charges shall be in full force and effect to the satisfaction of the Authority
prior to the disbursement of any portion of the Loan hereunder.

“Service Charges” shall mean any monthly, quarterly, semi-annual, or annual charges,
surcharges or improvement benefit assessments to be imposed by a Governmental Agency, or by
the Authority, in respect of the System which Service Charges arise by reason of the existence of,
and requirement of, any Assistance Agreement; and for the purposes of this Assistance Agreement
said Service Charge shall be no less than those set forth in the Schedule of Service Charges.



“System” shall mean the utility system owned and operated by the Governmental Agency
of which the Project shall become a part.

“Treatment Works” has the same meaning as set forth in the Act.
“Trustee” shall mean U.S. Bank National Association, and its successors or assigns.

ARTICLE 11
REPRESENTATIONS AND WARRANTIES

Section 2.1. _ Representations and Warranties of Authority.

The Authority represents and warrants for the benefit of the Governmental Agency as
follows:

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

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

(C)  To the knowledge of the Authority, there is no litigation or proceeding pending or
threatened against the Authority or any other person affecting the right of the Authority to execute
or deliver this Assistance Agreement or to comply with its obligations under this Assistance
Agreement. Neither the execution and delivery of this Assistance Agreement by the Authority, nor
compliance by the Authority with its obligations under this Assistance Agreement, require the
approval of any regulatory body or any other entity, and any such approval has not been obtained.

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

Section 2.2.  Representations and Warranties of the Governmental Agency.

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

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



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

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

(D)  Tothe knowledge of the Governmental Agency, there is no controversy or litigation
of any nature pending or threatened in any court or before any board, tribunal or administrative
body to challenge in any manner the authority of the Governmental Agency or its governing body
to make payments under this Assistance Agreement or to construct the Project; or to challenge in
any manner the authority of the Governmental Agency or its governing body to take any of the
actions that have been taken in the authorization or delivery of this Assistance Agreement or the
construction of the Project; or in any way contesting or affecting the validity of this Assistance
Agreement, or in any way questioning any proceedings taken with respect to the authorization or
delivery by the Governmental Agency of this Assistance Agreement, or the application of the
proceeds thereof or the pledge or application of any monies or security provided therefor; or in
any way questioning the due existence or powers of the Governmental Agency, or otherwise
wherein an unfavorable decision would have an adverse impact on the transactions authorized in
connection with this Assistance Agreement.

(E)  The authorization and delivery of this Assistance Agreement and the consummation
of the transactions contemplated hereby will not constitute an event of default or violation or
breach, or an event which, with the giving of notice or the passage of time or both, would constitute
an event of default or violation or breach under any contract, agreement, instrument, indenture,
lease, judicial or administrative order, decree, rule or regulation or other document or law affecting
the Governmental Agency or its governing body.

(F)  Pursuant to the Resolution of the governing body, the Governmental Agency has
approved and authorized the execution and delivery of this Assistance Agreement. Such
Resolution was duly enacted or adopted at a duly called meeting held in accordance with the law
of the governing body of the Governmental Agency at which a quorum was present and acting
throughout; is in full force and effect; and has not been superseded, altered, amended or repealed
as of the date hereof.

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

(H) The Governmental Agency has all licenses, permits and other governmental
approvals (including but not limited to all required approvals of the Kentucky Public Service
Commission) required to own, occupy, operate and maintain the System and the Project, to charge
and collect the Service Charges, and to enter into this Assistance Agreement. The Governmental



Agency is not in violation of and has not received any notice of an alleged violation of any zoning
or land use laws applicable to the Project and has full right, power and authority to perform the
acts and things as provided for in this Assistance Agreement.

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

¢)] The Governmental Agency is in full compliance with all federal and state labor and
procurement laws in connection with the planning, design, acquisition and construction of the
Project.

ARTICLE III
AUTHORITY’S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1. __Determination of Eligibility.

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

Section 3.2.  Principal Amount of L.oan Established; Loan Payments: Disbursement of
Funds.

The principal amount of the Loan shall be the Loan Amount as identified in the Loan Term
Schedule, subject to such adjustments as may be set forth in any amendment or supplement to said
Loan Term Schedule. Principal payments shall be made in the amounts and on the Loan Payment
Dates established by the Schedule of Payments, which Schedule of Payments shall provide for
approximately level debt service payments over the repayment term set forth in the Schedule of
Payments, commencing on the Amortization Commencement Date.

The outstanding principal balance of the Loan shall bear interest, payable on the Loan
Payment Dates, at the Loan Rate identified in the Loan Term Schedule. Beginning on the
Amortization Commencement Date, principal and interest on the Loan shall be payable in the
amounts and on the Loan Payment Dates set forth in the Schedule of Payments; provided that,
should an Event of Default occur, such Loan payments, in such amounts as determined in the sole
discretion of the Authority, shall be made on the first day of each month during the continuation
of such Event of Default.

Subject to the terms of Section IV hereof, the Authority may advance the proceeds of the
Loan as Construction of the Project progresses upon the submission by the Governmental Agency
of a Requisition for Funds in substantially the same form as Exhibit B hereto. Each disbursement
under a Requisition for Funds representing a portion of the principal amount of the Loan shall bear
interest at the Loan Rate from the date of the disbursement. The Governmental Agency shall pay
interest on the unpaid balance of disbursements at the Loan Rate payable on each Loan Payment
Date prior to the Amortization Commencement Date.



Interest on the Loan shall be calculated on the actual number of days and an assumed 360-
day year.

Payments of principal and interest on the Loan shall be payable in lawful money of the
United States of America at the principal office of the Authority or the Trustee, as designated by
the Authority. If so requested by the Authority, Loan payments hereunder shall be made by the
Governmental Agency pursuant to the ACH Debit Direct Payment Method (the “ACH Debit Direct
Payment Method”) as described and detailed in the ACH Debit Direct Payment Authorization
Form (the “ACH Authorization Form”) as provided by the Authority or the Trustee to the
Governmental Agency, which ACH Authorization Form shall be completed, signed and forwarded
to the Authority or the Trustee prior to the Governmental Agency receiving any disbursement of
the proceeds of the Loan.

Section 3.3. Governmental Agency’s Right to Prepay Loan.

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

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

Section 3.4.  Subordination of Loan.

The Authority hereby agrees that, subject to compliance by the Governmental Agency with
the covenants and conditions set forth in this Assistance Agreement, the source of payment for the
Loan shall be inferior and subordinate to the security interest and source of payment for the Debt
Obligations of the Governmental Agency payable from the revenues of the System outstanding at
the time this Assistance Agreement is executed as identified in the Project Specifics and all such
Debt Obligations that may hereafter be issued on a parity with the Debt Obligations identified in
the Project Specifics; provided, however, the Authority shall receive notice of any additional
financings in accordance with Section 5.6(C) hereof.

ARTICLE IV
CONDITIONS PRECEDENT TO DISBURSEMENT
REQUISITION FOR FUNDS

Section 4.1.  Covenants of Governmental Agency and Conditions of Loan.

By the execution of this Assistance Agreement, the Governmental Agency agrees that prior
to any requests for the disbursement of all or a portion of the Loan made hereunder, the
Governmental Agency shall supply the Authority and the Cabinet appropriate documentation,
satisfactory to the Authority indicating the following:



(A)  That the Authority and the Cabinet and any appropriate regulatory agency of the
Commonwealth as may be designated by the Authority or the Cabinet, and their respective duly
authorized agents, shall have the right at all reasonable times, subject to prior notice to the
Governmental Agency, to enter upon the Project and its site during construction of the Project and
to examine and inspect same, and the Governmental Agency will assure that the contractor or
contractors will provide facilities for such access and inspection.

(B)  All real estate and interest in real estate and all personal property constituting the
Project and the Project sites heretofore or hereafter acquired shall at all times be and remain the
property of the Governmental Agency and constitute a part of the System.

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

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

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

(F)  Unless construction of the Project has already been initiated as of the Effective
Date, pursuant to due compliance with Kentucky law and applicable regulations, the Project will
not be advertised or placed on the market for construction bidding by the Governmental Agency
until the final plans, designs and specifications therefor have been approved by such state and
federal agencies and authorities as may be legally required, and until written notification of such
approvals has been received by the Governmental Agency and furnished to the Cabinet.

(G)  The construction contract or contracts shall require the contractor to comply with
all provisions of federal and Kentucky law legally applicable to such work, and any amendments
or modifications thereto, together with all other applicable provisions of law, to cause appropriate
provisions to be inserted in subcontracts to insure compliance therewith by all subcontractors
subject thereto, and to be responsible for the submission of any statements required of
subcontractors thereunder.

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



) 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 conference to include representatives of the Authority, the Governmental Agency, the Cabinet
and any other participating federal or state agency, the Engineers, and all construction contractors.
Such conference shall be held in accordance with guidelines established by the Authority and the
Cabinet. A written brief of said conference summarizing the construction schedule, fund
requirements schedule, payment authorizations, responsible parties for approval of all facets of the
construction work and payment therefor, and other pertinent matters shall be prepared and
distributed to each party involved, and all construction contractors and Engineers. Provided,
however, that in the event construction shall have been initiated as of the date of this Assistance
Agreement, this provision may be waived.

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

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

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

(M)  The Governmental Agency will proceed expeditiously with and complete the
Project in accordance with the approved surveys, plans, specifications, and designs or amendments
thereto, prepared by the Engineers for the Governmental Agency and approved by state and federal
agencies.

(N)  If requested, the Governmental Agency will erect at the Project sites, signs
satisfactory to the Authority and the United States Environmental Protection Agency noting the
participation of the Authority and the U.S. Government in the financing of the Project.

(O)  Except as otherwise provided in this Assistance Agreement, the Governmental
Agency shall have the sole and exclusive charge of all details of the Construction.

(P)  The Governmental Agency shall keep complete and accurate records of the costs
of acquiring the Project sites and the costs of Construction. The Governmental Agency shall permit
the duly authorized representatives of the Authority, the Cabinet and any Kentucky or federal
agencies to inspect all books, documents, papers and records relating to the Project at any and all
reasonable times for the purpose of audit and examination. The Governmental Agency shall submit
to the Authority and the Cabinet such documents and information as such may reasonably require
in connection with the administration of any federal or state assistance.

(Q) The Governmental Agency shall require that each construction contractor or
contractors furnish a performance and a payment bond in an amount at least equal to one hundred
percent (100%) of the contract price or the portion of the Project covered by the particular contract
as security for the faithful performance of such contract.
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(R)  The Governmental Agency shall require that each of its contractors and all
subcontractors maintain during the life of the construction contract, worker’s compensation
insurance, public liability insurance, property damage insurance and vehicle liability insurance in
amounts and on terms satisfactory to the Authority. Until the Project is completed and accepted by
the Governmental Agency, the contractor shall maintain builders risk insurance (fire and extended
coverage) on a one hundred percent (100%) basis (completed value form) on the insurable portion
of the Project, such insurance to be made payable to the order of the Authority, the Governmental
Agency, the prime contractor, and all subcontractors, as their interests may appear.

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

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

(U)  The Governmental Agency shall require all laborers and mechanics employed by
contractors and subcontractors on the Project shall be paid wages at rates not less than prevailing
on projects of a character similar in the locality as determined by the Secretary of Labor in
accordance with subchapter IV of Chapter 31 of title 40, United States Code.

(V)  The Governmental Agency shall comply with all federal requirements applicable
to the Loan (including those imposed by P.L. 113-76, Consolidated Appropriations Act, 2015 (the
“2015 Appropriations Act”) and related Program policy guidelines) which the Governmental
Agency understands includes, among other requirements, that all of the iron and steel products
used in the Project are to be produced in the United States (the “American Iron and Steel
Requirement”) unless (i) the Governmental Agency has requested and obtained a waiver from the
United States Environmental Protection Agency pertaining to the Project or (ii) the Authority has
otherwise advised the Governmental Agency in writing that the American Iron and Steel
Requirement is not applicable to the Project.

(W)  The Governmental Agency shall comply with all record keeping and reporting
requirements under the Federal Act, including any reports required by a Federal agency or the
Authority such as performance indicators of program deliverables, information on costs and
Project progress. The Governmental Agency understands that (i) each contract and subcontract
related to the Project is subject to audit by appropriate federal and state entities and (ii) failure to
comply with the Federal Act and this Agreement may be a default hereunder that results in a
repayment of the Loan in advance of the maturity and/or other remedial actions.
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Notwithstanding anything in this Assistance Agreement to the contrary, if the
Governmental Agency fails to comply, at any time, with the provisions of Section 4.1(V) or
Section 4.1(W) hereof, the Authority may, at its sole discretion, withhold the disbursements of any
proceeds of the Loan to the Governmental Agency or its designee.

Section 4.2.  Additional Conditions to Disbursement Required Under the Federal
Agreement.

The Governmental Agency, in order to comply with the terms and conditions of the Federal
Agreement, further covenants and further agrees to additional conditions to disbursement, as
follows:

(A)  That the Project shall be completed no later than the Amortization Commencement
Date.

(B)  Notwithstanding any other agreements contained herein regarding the maintenance
of books and records, that it shall maintain Project accounts in accordance with generally accepted
governmental accounting standards, as required by Section 603(d) of the Federal Act. The
Governmental Agency shall retain such records for no less than three (3) years following the final
payment by the Governmental Agency under this Assistance Agreement or if any portion of the
Project is disposed of, until at least three (3) years after such disposition; provided that if any
litigation, claim, appeal or audit is commenced prior to the end of such period such records shall
be maintained until the completion of such action or until three (3) years after such
commencement, whichever is later.

(C)  That it has not and will not apply any other federal funding to the Project in a
manner that would cause it to receive “double benefits” as described in Section 603 of the Water
Quality Act of 1987.

(D)  That all real property or property rights required for the completion of the Project
shall be obtained, by easement, purchase or other means acceptable to the Authority, prior to
commencement of construction and that the relocation of any Person resulting therefrom be in
accordance with 49 CFR 24 for Uniform Relocation Assistance and Real Property Acquisition Act
of 1970.

(E)  Thatall Project contractors shall be required to retain Project records for the periods
established for the retention of the Governmental Agency’s records in Section 4.2(B) hereof.

(F)  That no more than fifty percent (50%) of the proceeds of the Loan shall be disbursed
before the Cabinet has approved the final plan for operation for the Project.

(G)  That no more than ninety percent (90%) of the proceeds of the Loan shall be
disbursed until the Cabinet has approved the draft operations and maintenance manual.

(H)  That final disbursement will not be remitted before the Cabinet has approved a final
operations and maintenance manual.
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() That, as required by 40 CFR 352218, all engineering services regarding
construction and regarding the first year of operation of the Project shall be provided for, including
the following:

(1)  The operation of the Project and the revision of the operations and
maintenance manual as necessary to accommodate actual operating experience;

(2)  The training of operating personnel, including preparation of curricula and
training material for operating personnel; and

3) Advice as to whether the Project is meeting the Project performance
standards (including three 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.

(K)  That within one year after operation is initiated, it shall certify to the Cabinet and
the Authority that the Project is capable of meeting the Project performance standards.

(L)  That it shall provide that qualified inspectors are present at the construction site. A
summary of such inspector’s qualifications and experience shall be submitted to the Cabinet and
the Authority.

(M)  That it shall notify the Authority and the Cabinet of the completion date of the
Project.

(N)  That it agrees to the terms and conditions of its application for assistance and the
Authority’s commitment to provide assistance, the terms of which are incorporated herein by
reference.

(0O)  That all measures required to minimize water pollution to affected waters shall be
employed in the construction of the Project including compliance with Section 404 of PL 92-500,
as amended, it being understood that approval of the Project does not constitute sanction or
approval of any changes or deviations from established water quality standards, criteria
implementation dates, or dates established by enforcement proceedings.

(P)  That it shall enact a sewer use ordinance complying with the requirements set forth
in the Federal Agreement and the Interagency Agreement.

Section 4.3.  Disbursements of Loan Funds: Requisition for Funds.

The Governmental Agency shall submit to the Authority (or the Trustee acting on behalf
of the Authority, if so designated) and the Cabinet a Requisition for funds prior to the fifth (5th)
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 extent requested by the Authority, the following
documentation:
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(A) A full and complete accounting of the costs of the Project to be obligated by
contract or otherwise during the month in question, or already obligated and not included in any
previous accounting.

(B) A full and complete accounting of any costs of the Project paid by the
Governmental Agency from its own funds with the approval of the Authority and not included in
any previous accounting for which it seeks reimbursement.

(C) A full and complete accounting of any costs of the Project paid or requisitioned
under any other financing, loan, bond, grant or similar agreement or paid from its own funds for
which it does not seek reimbursement and which have not been identified in any previous
requisition form.

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

Upon the Authority’s receipt of the Requisition for Funds and such additional
documentation as it may require, and subject to certification by the Cabinet, the Authority may
direct the Trustee to remit the amount requested to the Governmental Agency as a draw upon the
Loan. If directed by the Authority, the Governmental Agency shall establish, with the Trustee, an
electric fund transfer system, which may be an ACH Payment Method.

The Authority may disburse proceeds of the Loan directly to the Governmental Agency.
The Governmental Agency, if so directed by the Authority, shall establish itself as a vendor under
the eMars system of the Commonwealth of Kentucky.

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

Section 5.1. _Imposition of Service Charges.

The Governmental Agency hereby irrevocably covenants and agrees to comply with all of
the terms, conditions and requirements of this Assistance Agreement, pursuant to which the Loan
is to be made by the Authority to the Governmental Agency as specified herein and in the Act and
the Indenture. The Governmental Agency hereby further irrevocably covenants and agrees that it
already has, or will, to the extent necessary, immediately impose Service Charges upon all persons,
firms and entities to whom or which services are provided by the System; such Service Charges to
be no less than as set forth in Exhibit C annexed hereto. If so required, the Service Charges shall
be in addition to all other rates, rentals and service charges of a similar nature of the Governmental
Agency now or hereafter authorized by law, and now or hereafter being levied and collected by
the Governmental Agency and shall be levied and collected solely for the purpose of repaying the
Loan.
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Section 5.2. Governmental Agency’s Obligation to Repay Loan.

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

Section 5.3.  Covenant to Adjust Service Charges.

In the event, for any reason, the Schedule of Service Charges shall prove to be insufficient
to (i) provide for the required coverage of all debt service payments on obligations payable from
the revenues of the System as set forth in Section 5.4 hereof, (ii) provide for the operation of the
System as required under this Assistance Agreement, and (iii) make the required deposits to the
Maintenance and Replacement Reserve; the Governmental Agency hereby covenants and agrees
that it will, upon notice by the Authority, to the full extent authorized by law, both federal and
Kentucky, immediately adjust and increase such Schedule of Service Charges or immediately
commence proceedings for a rate adjustment and increase with all applicable regulatory authorities
so as to provide funds sufficient to pay the debt service requirements set forth in the Schedule of
Payments and the Authority’s Administrative Fee, to provide for the operation of the System as
required under this Assistance Agreement, and to make required deposits to the Maintenance and
Replacement Reserve.

Section 5.4.  Adequacy of Service Charges.

The Service Charges herein covenanted to be imposed by the Governmental Agency shall
be fixed at such rate or rates (and it is represented that the Schedule set forth in Exhibit C hereto
so qualifies) as shall be at least adequate to provide revenues equal to the sum of (i) 110% of the
debt service coming due during each fiscal year on this Loan and all other obligations secured and
payable from the revenues of the System, in each case computed as of the beginning of such fiscal
year (except to the extent the Governmental Agency has by binding ordinance or resolution
committed reserves to the payment of such debt service), (ii) the amounts required to provide for
the operation of the System during each fiscal year as required under this Assistance Agreement,
and (iii) the amounts to be deposited hereunder to the Maintenance and Replacement Reserve in
each fiscal year.

The Service Charges imposed by the Governmental Agency shall be paid by the users of
the System, both existing and new users, and accordingly the Project. The Governmental Agency
shall deliver to the Authority, on or before each Loan Payment Date, a report of all collections and
any delinquencies.

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

The Governmental Agency shall establish a special account identified as a “Maintenance
and Replacement Reserve”. The Governmental Agency shall deposit into the Maintenance and
Replacement Reserve an amount equal to the amount set forth in the Project Specifics at the times
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set forth in the Project Specifics. Funds in the Maintenance and Replacement Reserve may be used
for extraordinary maintenance expenses related to the System or for the unbudgeted costs of
replacing worn or obsolete portions of the System, subject to approval of Authority.

Section 5.6. Reports: Inspection.

The Governmental Agency hereby irrevocably covenants and agrees with the Authority:

(A)  That it will permit authorized agents of the Authority to inspect all records,
accounts and data of the System at all reasonable times.

(B)  That it will collect, account for and promptly remit to the Authority those specific
revenues, funds, income and proceeds derived from the revenues of the System incident to this
Assistance Agreement.

(C)  That it will notify the Authority in writing of its intention to issue bonds or notes
payable from the revenues of the System not less than thirty (30) days prior to the sale of said
obligations.

Section 5.7.  Segregation of Funds.

The Governmental Agency shall at all times account for the income and revenues of the
System and distinguish same from all other revenues, moneys and funds of the Governmental
Agency, if any.

Section 5.8. Mandatory Sewer Connection.

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

Section 5.9. Additional Covenants.

(A)  Unless otherwise agreed to by the Authority, all Loan proceeds shall be expended
by the Governmental Agency no later than six (6) months after the initiation of operation of the
Project.
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ARTICLE VI
OTHER COVENANTS OF THE GOVERNMENTAL AGENCY

Section 6.1.  Further Assurance.

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

Section 6.2. Completion of Project.

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

Section 6.3.  Establishment of Completion Date.

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

Section 6.4.  Commitment to Operate.

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

Section 6.5. _Continue to Operate.

The Governmental Agency hereby covenants and agrees to continuously operate and
maintain the Project and the System in accordance with applicable provisions of federal and
Kentucky law and to maintain adequate records relating to said operation; said records to be made
available to the Authority upon its request at all reasonable times.

Section 6.6. Tax Covenant.

In the event the Authority issues Bonds which are intended to be excludable from gross
income for federal income tax purposes to provide the funds for the Loan, the Governmental
Agency shall at all times do and perform all acts and things permitted by law and necessary or
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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 Agency shall not permit (i) the
proceeds of the Loan to be used directly or indirectly in any trade or business, (ii) its payments
hereunder to be secured directly or indirectly by property to be used in a trade or business, (iii) any
management agreement for the operation of the System, or (iv) any federal guarantee of its
obligations hereunder without the prior written consent of the Authority. The Governmental
Agency will not acquire or pledge any obligations which would cause the Bonds to be “arbitrage
bonds” within the meaning of the Code.

Section 6.7. _Accounts and Reports.

The Governmental Agency shall at all times keep, or cause to be kept, proper books of
record and account in accordance with the “Uniform System of Accounts” established by the
Commonwealth, in which complete and accurate entries shall be made of all its transactions
relating to the System and which shall at all reasonable times be subject to the inspection of the
Authority.

Section 6.8. Audit Requirements.

Within one hundred eighty (180) days after the end of each fiscal year of the Governmental
Agency, the Governmental Agency shall provide to the Authority, itemized financial statements
of income and expense and a balance sheet in reasonable detail, including disclosure of the
Maintenance and Replacement Reserve, certified as accurate by a firm of independent certified
public accountants or the Auditor of Public Accounts of the Commonwealth. All financial
information must be satisfactory to the Authority as to form and content and be prepared in
accordance with generally accepted accounting principles on a basis consistent with prior practice
unless specifically noted thereon. With such financial statements, the Governmental Agency shall
furnish to the Authority a certificate stating that, to the best knowledge of the authorized
representative signing such certificate, no default under this Assistance Agreement exists on the
date of such certificate, or if any such default shall then exist, describing such default with
specificity. All recipients and subrecipients expending $750,000 or more in a year in Federal
awards must have a single or program-specific audit conducted for that year in accordance with 2
CFR Part 200.

Section 6.9.  General Compliance With All Duties.

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

Section 6.10. System Not to Be Disposed Of.

The Governmental Agency covenants and agrees that, until satisfaction in full of its
obligations hereunder, it will not, without the prior written consent of the Authority, which consent
shall not be unreasonably withheld, sell, mortgage, or in any manner dispose of, or surrender
control or otherwise dispose of any of the facilities of the System or any part thereof (except that
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the Governmental Agency may retire obsolete and worn out facilities, and sell same, if
appropriate).

Section 6.11. Further Covenants under the Federal Agreement.

The Governmental Agency shall comply with all further requirements or conditions which
may arise from time to time in order to assure compliance with the Federal Act, and with the
agreements of the Authority set forth in the Federal Agreement, including but not limited to the
following:

(A)  The Governmental Agency shall provide all information requested of it by the
Authority or the Cabinet so that (i) the Grants Information Control System, referred to in the
Federal Agreement, can be maintained, (ii) the accounting and auditing procedures required by
Sections 603 and 606 of the Federal Act can be maintained and (iii) the Authority can furnish the
information required of it under the Federal Agreement.

(B)  Qualified operating personnel, properly certified by the Cabinet, shall be retained
by the Governmental Agency to operate the System during the entire term of this Assistance
Agreement. An approved plan of operating and an operations and maintenance manual for the
System shall be provided by the Governmental Agency to the Cabinet and the Authority. The
System shall be operated and maintained in an efficient and effective manner.

(C)  Allresidents in the service area of the System must be offered the same opportunity
to become users of the System regardless of race, religion, color, national origin, sex, disability or
level of income.

(D)  The Governmental Agency shall comply with provisions contained in the following
federal regulations, orders, acts and circulars and the following statutes and regulations of the
Commonwealth:

(1)  Federal;

(a) 49 CFR, Part 24, Implementing the Uniform Relocation Assistance and
Real Properties Acquisition Policies Act of 1970;

(b) 40 CFR 35.3140 (And Appendix A to Subpart K) — NEPA-Like State
Environmental Review Process;

() 40 CFR, Part 15, Administration of Clean Water Act with respect to grants
and loans;

(d 40 CFR, Part 7, 8, and 12, Nondiscrimination and Equal Employment
Opportunity Act;

(e) 40 CFR, Part 29, Intergovernmental Review;

® 40 CFR, Part 32, Debarment and Suspension;

(® Executive Order 11246, as amended, 11625 and 12138;

) Title VI of the Civil Rights Act of 1964, as amended;

@) Age Discrimination Act;

()] Rehabilitation Act of 1973; and

(k) Contract work Hours and Safety Standards Act; and
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2) State:

() KRS 224,

(b) KRS 224A.111 Federally Assisted Wastewater Revolving Fund;
(c) KRS Chapter 337, Labor Laws; and

(d) 401 KAR Chapter 5.

Section 6.12. Continuing Disclosure Obligation.

The Governmental Agency covenants and agrees that notwithstanding any other provision
of this Assistance Agreement to the contrary, upon written notice from the Authority that the
Schedule of Payments provides ten percent (10%) or more of the debt service requirements on an
issue of the Authority’s Bonds and that compliance by the Governmental Agency with the
requirements of Securities and Exchange Commission Rule 15¢2-12, as amended (the “SEC
Rule”) is required in connection with the Authority’s Bonds, the Governmental Agency shall
provide to the Authority such information as may be required by the SEC Rule, within the time
periods set out in such notice by the Authority, to enable the Authority to establish to the
satisfaction of prospective purchasers of the Authority’s Bonds that the requirements of the SEC
Rule will be satisfied in connection with the issuance of the Authority’s Bonds. The Governmental
Agency further understands and agrees that the Authority shall act as the Governmental Agency’s
disclosure agent for purposes of compliance with the SEC Rule and that upon a failure by the
Governmental Agency to provide the information required to be provided under the SEC Rule
within the time frame specified in such notice, the Authority and/or the beneficial owners and
holders of the Authority’s Bonds shall be specifically granted the right of enforcing the provisions
of this Section 6.12 by an action in mandamus, for specific performance, or similar remedy to
compel performance.

ARTICLE VII
MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION

Section 7.1. Maintain System.

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

Section 7.2. _Additions and Improvements.

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

Section 7.3. _Compliance with State and Federal Standards.

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

Section 7.4. _ Access to Records.

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

Section 7.5._Covenant to Insure - Casualty.

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

Section 7.6. _ Authority as Named Insured.

For so long as any amounts are due and payable under this Assistance Agreement, any
insurance policy issued pursuant to Section 7.5 hereof; shall be so written or endorsed as to make
losses, if any, payable to the Governmental Agency and the Authority, as their interests may
appear.

Section 7.7. _Covenant to Insure - Liability.

The Governmental Agency agrees that it will carry public liability insurance with reference
to the System with one or more reputable insurance companies duly qualified to do business in the
Commonwealth, insuring against such risks (including but not limited to personal injury, death
and property damage) and in such amounts as are set forth in the Project Specifics, and naming the
Authority as an additional insured.

Section 7.8. Covenant Regarding Worker’s Compensation.

Throughout the entire term of this Assistance Agreement, the Governmental Agency shall
maintain worker’s compensation coverage, or cause the same to be maintained.
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Section 7.9.  Application of Casualty Insurance Proceeds.

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

Section 7.10. Eminent Domain.

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

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

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

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

Section 7.11. Flood Insurance.

For so long as any amounts are due and payable under this Assistance Agreement, all
structures located in flood prone areas shall be covered by flood insurance carried by the
Governmental Agency for an amount equal to the replacement cost excluding the cost of land and
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any uninsurable improvements, or for the maximum limit available under the National Flood
Insurance Act of 1968, as amended, whichever is less.

ARTICLE VIII
EVENTS OF DEFAULT AND REMEDIES

Section 8.1. Events of Default Defined.

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

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

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

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

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

Section 8.2. Remedies on Default.

Whenever any Event of Default referred to in Section 8.1 has occurred and is continuing
(other than an event of default arising under Section 6.12 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 the principal of and interest on the Loan, and all other payments due
hereunder, to be immediately due and payable.

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

23



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

(D)  Submit a formal referral to the appropriate federal agency, as required by the
Federal Agreement.

The sole remedies for an Event of Default under this Assistance Agreement arising by
virtue of the failure of the Governmental Agency to comply with the provisions of Section 6.12
hereof shall be those remedies specifically set forth in Section 6.12 hereof.

Section 8.3.  Appointment of Receiver.

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

Section 8.4. No Remedy Exclusive.

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

Section 8.5.  Consent to Powers of Authority Under Act.

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

Section 8.6.  Waivers.

In the event that any agreement contained herein should be breached by either party and
thereafter waived by the other party, such waiver will be limited to the particular breach so waived
and will not be deemed to waive any other breach hereunder.

Section 8.7. _ Agreement to Pay Attorneys’ Fees and Expenses.

In the event that either party hereto defaults under any of the provisions hereof and the non-
defaulting party employs attorneys or incurs other expenses for the enforcement of performance

24



or observance of any obligation or agreement on the part of the defaulting party herein contained,
the defaulting party agrees that it will pay on demand therefor to the non-defaulting party the fees
of such attorneys and such other expenses so incurred by the non-defaulting party.

ARTICLE IX
MISCELLANEOUS PROVISIONS

Section 9.1.  Approval not to be Unreasonably Withheld.

Any approval of the Authority required by this Assistance Agreement shall not be
unreasonably withheld and shall be deemed to have been given on the thirtieth (3 0th) day following
the submission of any matter requiring approval to the Authority, unless disapproved in writing
prior to such thirtieth (30th) day. Any provision of this Assistance Agreement requiring the
approval of the Authority or the satisfaction or the evidence of satisfaction of the Authority shall
be interpreted as requiring action by an authorized officer of the Authority granting, authorizing
or expressing such approval or satisfaction, as the case may be, unless such provision expressly
provides otherwise.

Section 9.2.  Approval.

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

Section 9.3.  Effective Date.

This Assistance Agreement shall become effective on the Effective Date and shall continue
in full force and effect until the date the obligations of the Governmental Agency pursuant to the
provisions of this Assistance Agreement have been fully satisfied.

Section 9.4. Binding Effect.

This Assistance Agreement shall be binding upon and shall inure to the benefit of the
parties hereto, and to any person, officer, board, department, agency, municipal corporation, or
body politic and corporate succeeding by operation of law to the powers and duties of either of the
parties hereto. This Assistance Agreement shall not be revocable by either of the parties, without
the written consent of the other party.

Section 9.5. _Severability.

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

Section 9.6. _Assignability.

The rights of the Authority under this Assistance Agreement shall be assignable by the
Authority without the consent of the Governmental Agency, but none of the rights, duties or
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obligations of the Governmental Agency under this Assistance Agreement shall be assignable by
the Governmental Agency without the prior written consent of the Authority.

Section 9.7.  Execution in Counterparts.

This Assistance Agreement may be simultaneously executed in several counterparts, each
of which will be an original and all of which will constitute but one and the same instrument.

Section 9.8.  Applicable Law.

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

Section 9.9.  Captions.

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

[Signature Page Follows]
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IN WITNESS WHEREOQF, the parties hereto have caused this Assistance Agreement to be
executed by their respective duly authorized officers as of the Effective Date.

KENTUCKY INFRASTRUCTURE
AUTHORITY
— b 17
By: s Z/W
Chairman
ATTEST:
arer - Link
BYZ MargareF. Link (Apr 15,2021 11:19 EDT)
Secretary of KIA
GOVERNMENTAL AGENCY:
MCCREARY COUNTY WATER
DISTRICT
By: %
/" AChairman
ATTEST:
By: ,{J e’
Secre of Governmental Agency
APPROVED: EXAMINED:

olly Johnson
B}’I Holly Johnson (Apr 16, 2021 10:08 EDT)

Secretary/Finance and Administration
Cabinet of the Commonwealth of Kentucky Kentucky Infrastructure Authority

APPROVED AS TO FORM AND
LEGALITY:

By: Patrick McGee (Apr 16,2021 08:07 EDT)

Approved, Finance and
Administration Cabinet
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EXHIBIT A
MCCREARY COUNTY WATER DISTRICT
PROJECT SPECIFICS

A20-047
GOVERNMENTAL AGENCY:
Name: McCreary County Water District
PO Box 488

Whitley City, KY 42653

Contact Randy Kidd
Person: Chairman

SYSTEM: Wastewater

PROJECT:

This project will expand the sanitary sewer collection system to serve 305 new customers in the Stearns and
Smithtown areas. Many of these new customers either have failing septic systems or discharge directly into the
environment.

The collection system expansion will consist of approximately 66,500 linear feet of PVC sewer line extension of
various sizes, 15 manholes, 275 grinder pump stations, and other appurtenances such as air release valves and
flushing connections.

PROJECT BUDGET:
Amount
Administrative Expenses $ 80,000
Legal Expenses 8,920
Land, Easements 10,000
Engineering Fees - Design 182,767
Engineering Fees - Construction 45,692
Engineering Fees - Inspection 125,821
Construction 3,091,300
Contingency 100,000
Total ' $ 3,644,500
FUNDING SOURCES:
Amount %
Fund A Loan $ 3,244,500 89%
RD Loan 400,000 11%
Total $ 3,644,500 100%
KIA DEBT SERVICE:
Construction Loan $ 3,244,500
Less: Principal Forgiveness 450,000
Amortized Loan Amount $ 2,794,500
Interest Rate 0.50%
Loan Term (Years) 30
Estimated Annual Debt Service $ 100,427
Administrative Fee (0.20%) 5,589
Total Estimated Annual Debt Service $ 106,016



AMORTIZATION SCHEDULE OF PAYMENTS: June 1 and December 1

Interest payments will commence within six months from first draw of funds (estimated 12/01/21).

Full principal and interest payments will commence within one year of initiation of operation (estimated 12/01 122). All
interest and principal repayments shall be made by Automated Clearing House "ACH" transfers.

Principal forgiveness of 50% of the assistance amount, not to exceed $450,000 will be credited to the loan balance
upon release of liens on all contracts and disbursement of the final draw request by KIA to the borrower.

REPLACEMENT AND MAINTENANCE RESERVE ACCOUNT: $ 8,100 ANNUAL AMOUNT
$ 162,000 TOTAL AMOUNT

The annual maintenance replacement cost is 5% ($162,000) of the final amount borrowed prior to principal
forgiveness to be funded annually ($8,100) each December 1 over 20 years and maintained for the life of the loan.

ADMINISTRATIVE FEE: 0.20%
DEFAULT RATE: 8.00%
DEBT OBLIGATIONS CURRENTLY OUTSTANDING:

Outstanding Maturity

United Cumberland Loan $ 495,000 2020
BB&T Loan 797,355 2028
RD Series 2013D 955,000 2052
RD Series 2013A 590,500 2030
RD Series 2005A 630,000 2045
RD Series 2008A 285,800 2048
RD Series 2008A 131,900 2048
RD Series 2012D 2,700,000 2040
RD Series 2012D1 1,213,000 2052
RD Series 2015 1,142,000 2055
KIA Loan F04-03 580,057 2026
RD Series 2005A - Sewer 243,000 2045
RD Series 2012D - Sewer 1,345,000 2040
RD Loan - Marsh Creek Project i.a.0. $722,000 TBD
RD Loan - Parkers Lake Projecti.a.o. $819,750 TBD
RD Loan - This Project i.a.0. $400,000 TBD
Total $ 11,108,612

LIABILITY INSURANCE COVERAGE: 4
‘jg /%% a —&Q

Death or Personal Injury (per person)
Death or Personal Injury (per occurrence)
Property Damage on System




CERTIFICATE OF INSURANCE

DATE
111712020

PRODUCER

KENTUCKY LEAGUE OF CITIES INSURANCE SERVICES
100 E. VINE STREET, SUITE 800
LEXINGTON, KY 40507-3700

THIS CERTIFICATE IS ISSUED AS A MATTER OF
INFORMATION ONLY AND CONVEYS NO RIGHTS UPON
THE CERTIFICATE HOLDER. THIS CERTIFICATE DOES NOT
AMEND, EXTEND, OR ALTER THE COVERAGE AFFORDED
BY THE POLICIES BELOW.

PHONE:(859)-977-3700
COMPANIES AFFORDING COVERAGE

INSURED COMPANY KENTUCKY LEAGUE OF CITIES INSURANCE
McCrealzl County Water District A SERVICES
PO Box 488
Whitley City, KY 42653 COMPANY

B
LATTN: Kathy. Troxell
COVERAGES

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED NOTWITHSTANDING ANY REQUIREMENT, TERM, OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS, AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

co POLICY POLICY POLICY
LTR TYPE OF INSURANCE NUMBER EFFECTIVE | EXPIRATION LIMITS
DATE DATE
GENERAL LIABILITY IGENERAL AGGREGATE
._COM“gLEZS:QLM‘i%"éERAL L(';‘gé'—('};’ PRODUCTS-COMP/OP AGG
GWNER'S & CONTRACTOR'S PROT PERSONAL & ADV INJURY
__PUBLIC OFFICIALS EACH OCCURRENGE
____LAWENFORCEMENT FIRE DAMAGE (Any one fire)
MED EXP (Any one person)
AUTOMOBILE LIABILITY COMBINED SINGLE LIMIT
__:LNIT g&gn A BODILY INJURY (Per person)
:_SCHEDULED AUTOS BODILY INJURY (Per accdnt)
HIRED AUTOS
| NON-OWNED AUTOS PROPERTY DAMAGE
CRIME LIABILITY LIMIT
____FORGERY OR ALTERATION DEDUCTIBLE
___THEFT, DISAPPEARANCE AND DESTRUGTION LIMIT INSIDE PREMISES
DEDUCTIBLE
LIMIT OUTSIDE PREMISES
DEDUCTIBLE
___PUBLIC EMPLOYEE DISHONESTY LIMIT
DEDUCTIBLE
____MONEY ORDERS & COUNTERFEIT PAPER CURRENCY LIMIT
COVERAGE DEDUCTIBLE
A |WORKERS' COMPENSATION AND STATUTORY LIMITS
EMPLOYERS' LIABILITY EACH ACCIDENT $ 4,000,000
THE PROPRIETOR/ W5762-2020-19885 | 7/1/2020 7/M1/2021  |DISEASE/POLICY LIMIT $ 4,000,000
PARTNERSEXECUTIVE ~ —ncluded,
OFFICERS ARE: —_— DISEASE-EACH EMPLOYEE $ 4,000,000

Evidence of worker's compensation coverage is given.

DESCRIPTION OF OPERATIONS/LOCATIONS/VEHICLES/SPECIAL ITEMS

CERTIEIGATEHOLDER

McCreary County Water District
P O Box 488
Whitley City, KY 42653

MAIL 10

GAN SN

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
'THE EXPIRATION DATE THEREOF, THE ISSUING COMPANY WILL ENDEAVOR TO
DAYS WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED
TO THE LEFT, BUT FAILURE TQ MAIL SUCH NOTICE SHALL IMPOSE NO
OBLIGATION OR LIABILITY OF ANY KIND UPON THE COMPANY, ITS AGENTS,
OR REPRESENTATIVES.

NI —

AUTHORIZED REPRESENTATIVE

AN




CERTIFICATE OF INSURANCE

DATE
1117/2020

PRODUCER

KENTUCKY LEAGUE OF CITIES INSURANCE SERVICES

100 E. VINE STREET, SUITE 800
LEXINGTON, KY 40507-3700

PHONE:(859)-977-3700

THIS CERTIFICATE IS ISSUED AS A MATTER OF
INFORMATION ONLY AND CONVEYS NO RIGHTS UPON
THE CERTIFICATE HOLDER. THIS CERTIFICATE DOES NOT
AMEND, EXTEND, OR ALTER THE COVERAGE AFFORDED
BY THE POLICIES BELOW.

COMPANIES AFFORDING COVERAGE

COMPANY  KENTUCKY L EAGUE OF CITIES INSURANCE

INSURED
McCrea?l County Water District A SERVICES
PO Box 488
Whitley City, KY 42653 COMPANY
B
| ATTN:Kathy. Troxell
COVERAGES

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANGE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED NOTWITHSTANDING ANY REQUIREMENT, TERM, OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS, AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

POLICY POLICY

I?T(I)R TYPE OF INSURANCE ;l?l\:l-lB‘l;E\F; EFFECTIVE | EXPIRATION LIMITS
DATE DATE
A |[GENERAL LIABILITY IGENERAL AGGREGATE NONE
__X_COMMERCIAL GENERAL LIABILITY PRODUCTS-COMP/OP AGG NONE
S CLAME LS P BUeU PERSONAL & ADV INJURY INCLUDED
——2{?;”{?;§.§ﬁ“ﬂ§”°7°"s FROT Lerez 202019042 | 101/2020 10/1/2021 25 EH OCCURRENGE $ 2,000,000
L AW ENFORCEMENT FIRE DAMAGE {Any ane fire) $ 100,000
MED EXP (Any one persan) $ 5,000
A [AUTOMOBILE LIABILITY COMBINED SINGLE LIMIT $ 2,000,000
L:m'é\m%gn AUTOS BODILY INJURY (Per persan)
 SCHEDULED AUTOS Ls762-2020-19842 | 10/1/2020 10/1/2021 |BODILY INJURY (Per accdnt)
HIRED AUTOS
"~ NON-OWNED AUTOS PROPERTY DAMAGE
CRIME LIABILITY LIMIT
___FORGERY OR ALTERATION DEDUCTIBLE
___THEFT, DISAPPEARANCE AND DESTRUCTION LIMIT INSIDE PREMISES
DEDUCTIBLE
LIMIT OUTSIDE PREMISES
DEDUCTIBLE
____PUBLIC EMPLOYEE DISHONESTY LIMIT
DEDUCTIBLE
____MONEY ORDERS & COUNTERFEIT PAPER CURRENCY LIMIT
COVERAGE DEDUCTIBLE
WORKERS' COMPENSATION AND STATUTORY LIMITS
EMPLOYERS' LIABILITY EACH ACCIDENT
THE PROPRIETOR/ DISEASE/POLICY LIMIT
PARTNERS/EXECUTIVE ~g;é?:::d DISEASE-EACH EMPLOYEE
OFFICERS ARE: - :
A |PHYSICAL DAMAGE L5762-2020-19942 10/1/2020 10/1/2021
A [PUBLIC OFFICIALS 15762-2020-19842 10/1/2020 10/1/2021 LIMIT 2,000,000

DESCRIPTION OF OPERATIONS/LOCATIONS/VEHICLES/SPECIAL ITEMS
Evidence of liability coverage is given.

McCreary County Water District
P O Box 488
Whitley City, KY 42653

B )

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, THE ISSUING COMPANY WILL ENDEAVOR TO
IMAIL 10 DAYS WRITTEN NOTICE TO THE CERTIFICATE HOLDER NAMED
TO THE LEFT, BUT FAILURE TO MAIL SUCH NOTICE SHALL IMPOSE NO
OBLIGATION OR LIABILITY OF ANY KIND UPON THE COMPANY, ITS AGENTS,
OR REPRESENTATIVES.

AUTHORIZED REPRESENTATIVE

Suggm Tt




“DATE (MM/DD/YYYYY: 11117/2020

THIS IS EVIDENCE THAT THE INSURANCE AS IDENTIFIED BELOW HAS BEEN ISSUED, IS IN FORCE, AND CONVEYS ALL THE RIGHTS AND
PRIVILEGES AFFORDED UNDER THE POLICY

PRODUCER COMPANY

KENTUCKY LEAGUE OF CITIES KENTUCKY LEAGUE OF CITIES INSURANCE SERVICES

100 E. VINE ST SUITE 800
LEXINGTON, KY 40507-3700
(859) 977-3700

CODE: | suscope:

AGENCY LOAN NUMBER: POLICY NUMBER:

CUSTOMER ID#: P5762-2020-19943
INSURED: McCreary County Water District EFFECTIVE DATE: EXPIRATION DATE:
PO Box 488 10/1/2020 10/1/2021

Whitley City, KY 42653

CONTINUED UNTIL l:]

TERMINATED |F CHECKED
THIS REPLACES PRIOR EVIDENCE DATED

‘PROPERTY INFORMA,TIQN B Rt 7R e AR AT ¢ BN R g o o e A e
LOCATION/DESCRIPTION
BUILDINGS, CONTENTS, AND SCHEDULED PROPERTY OF THE McCreary County Water District LISTED WITH THE COMPANY

i&?\;EnﬁA_GbEJHE’QRMATION — ———— v_:_ﬁ_;_ = — = .,__.-,..__—j-: — ‘_,_.._'.; o e T e _‘LLM_ITS-T e 1
COVERAGES/PERILS/FORMS AMOUNT OF INSURANCE ~ DEDUCTIBLE*

SUBJECT TO POLICY SUBLIMITS, CONDITIONS, AND EXCLUSIONS, DIRECT LOSS REPLACEMENT
COST AND TIME ELEMENT ON PROPERTY DECLARED TO THE COMPANY AS HAVING TOTAL

VALUES OF:
$27,086,860 $1,000

*FLOOD DEDUCTIBLE (ZONES B, C, & X ONLY) = $25,000 PER OCCURRENCE
*EARTHQUAKE DEDUCTIBLE = $25,000 OR 2% OF TIV'S FOR EACH DAMAGED LOCATION PER

OCCURRENCE
IREMARKS (Including Special Conditions). . - S
Evidence of property insurance coverage is given.

T}

== S ——— =TT - T TR T

[ CANGELUATION il s
THIS POLICY IS SUBJECT TO THE PREMIUMS, FORMS, AND RULES IN EFFECT FOR EACH POLICY PERIOD. SHOULD THE POLICY BE

TERMINATED, THE COMPANY WILL GIVE THE ADDITIONAL INTEREST IDENTIFIED BELOW _30__ DAYS WRITTEN NOTICE, AND WILL SEND
NOTIFICATION OF ANY CHANGES TO THE POLICY THAT WOULD AFFECT THAT INTEREST, INACCORDANCE WITH THE POLICY PROVISIONS OR)

AS REQUIRED BY LAW.

ADDITIONABINTERES i . oy s mo o B oL e e Gy ol BOE GRS L D e A o | L e g e s g
NAME AND ADDRESS MORTGAGEE ADDITIONAL INSURED
McCreary County Water District LOSS PAYEE
P O Box 488 LOAN #

Whitley City, KY 42653
AUTHORIZED REPRESENTATIVE




EXHIBIT B
REQUEST FOR PAYMENT AND PROJECT STATUS REPORT

Borrower:
WX/SX Number: KIA Loan #
Draw Number Date:

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

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

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

Funds Requested:
Project Budget and Expenses

Line Expenses This Expenses to
Item  Cost Request Date Project Budget  Balance

1 Administrative

2 Legal

3 Land, Appraisals, Easements

4 Relocation Expense

5 Planning

6 Engineering Fees — Design

7 Engineering Fees - Construction

8 Engineering Fees — Inspection

9 Construction

10 Equipment

11 Contingency

12 Other

TOTAL

If expenses to date exceed project budget a revised budget must be submitted to and approved by the Authority
before funds will be released.

Project Funding
Expenses This Expenses to
Funding Agency Request Date Project Budget Balance
1
2
3
4
5
6
7
8
9
10
11
12
TOTAL
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We certify that the expenses in this draw request were incurred pursuant to local procurement policies which
conform to KRS 45A.

Borrower Signature:

Project Administrator:
Draw #
STATUS REPORT:
PROJECT IS: On schedule

Ahead of schedule

Behind schedule

If ahead or behind, please explain

PROJECT EXPENSES THIS DRAW REQUEST
(Include Invoices for Expenses Listed Below)
Line Item Draw # Vender Amount




CERTIFICATE OF CONSULTING ENGINEERS AS TO
PAYMENT REQUEST

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

Engineer/Architect

Firm Name
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EXHIBIT C

SCHEDULE OF SERVICE CHARGES

(See Attached)
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AREA McCreary County, Kentucky

PSC KY NO. 1
10* Revised SHEET NO. 1
McCreary County Water District CANCELLING PSC KY NO. 1
9 Revised SHEETNO. __1
RATES AND CHARGES

Monthly Water Rates
Residential & Non-Residential Meter

First 2,000 gallons $22.50 Minimum Bill )

Over 2,000 gallons $0.00925 per gallon M

Federal Correctional Facility

First 1,950,000 gallons $14,215.50 Minimum Bill

Over 1,950,000 gallons $0.00729 per gallon (T)
D)
D)
D)

Monthly rates for special service through a multi-unit master meter agreement:

The monthly charge for customers who have requested service through a master meter for multi-
unit service shall be the greater of (a) the number of housing units multiplied by the minimum
water charge per unit (based on the district’s standard service meter minimum charge), or (b) the
amount billed for average unit use (determined by dividing the total usage by the number of
housing units) multiplied by the total number of housing units in the multi-unit facility.

DATE OF ISSUE LFebruary 24,2021 PUBLIC SERVIGE COMMISSION
pureEsrecm:___ s e S
ISSUED BY s/Randy Kidd ; / g { ;7
SIGNATURE OF OFFICER .
TITLE Chairman % :
BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE E[FECTIVE
2/22/2021

COMMISSION IN CASE NO. 2021-00021 DATED February 22. 2021 PURSUANT TO 807 KAR 5:011 SECTION 9 (1)




McCreary County Water District

McCreary County., Kentucky

PSC KY NO. 1
10" Revised SHEET NO. 1A

CANCELLING PSC KY NO, 1

9 Revised SHEET NO. 1A
RATES AND CHARGES
D)
Cumberland Falls State Park
First 600,000 gallons $4,374.00 Minimum Bill @
All Over 600,000 gallons $0.00729 per gallon @
Whitley County Water District $0.00729 per gallon ()
Oneida, Tennessee $0.00729 per gallon O
Fibrotex USA $0.00729 per gallon ™)
Pine Knot Job Center $0.00729 per gallon ™)
McCreary County Housing Authority $0.00729 per gallon MN)
KENTUCKY
DATE OF ISSUE Feb: 24,2021
L £ e PUBLIC SERVICE COMMISSION
Linda C. Bridwell
DATE EFFECTIVE, M%gﬁ;urgé%,é%l Executive Director
ISSUED BY /s/Randy Kidd g i ) y
SIGNATURE OF OFFICER «
TITLE Chairman C ;h—’d‘/ :
EFFECTIVE
BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE 2122/2021
COMMISSION IN CASE NO. 2021-00021 DATED February 22, 2021 PURSUANT TO 807 KAR 5:011 SECTION 8 (1)




McCreary County Water District

AREA McCreary County, Kentucky
PSC KY NO. 1

Original SHEET NO. 1B

CANCELLING PSC KY NO.

SHEET NO.
RATES AND CHARGES
Water Connection Fee
5/8-inch x 3/4-inch Meter $800.00 (T)
All Larger Size Meters Actual Cost (D)
KENTUCKY
DATE OF ISSUE February 24, 2021
VONTH | DATE [ ZEAR PUBLIC SERVICE COMMISSION
Linda C. Bridwell
DATE EFFECTIVE February 22, 2021 ; .
MONTH / DATE / YEAR Executive Director
ISSUED BY /s/Randy Kidd : / g i ' ; 7
SIGNATURE OF OFFICER N :
TITLE Chairman :
EFFECTIVE
BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE 2/22/2021
COMMISSION IN CASE NO. 2021-00021 DATED February 22. 2021 PURSUANT TO 807 KAR 5:011 SECTION 8 (1)




EXHIBIT D
RESOLUTION

A RESOLUTION APPROVING AND AUTHORIZING AN ASSISTANCE
AGREEMENT BETWEEN THE MCCREARY COUNTY WATER DISTRICT
AND THE KENTUCKY INFRASTRUCTURE AUTHORITY TO PROVIDE UP
TO $3,244,500 OF LOAN FUNDS FOR PROJECT NUMBER A20-047.

WHEREAS, the Board of Commissioners (“Governing Authority”) of the McCreary
County Water District (“Governmental Agency”) has previously determined that it is in the public
interest to acquire and construct certain facilities and improvements (the “Project”) to the
Governmental Agency’s sewer system (the “System™);

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

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

NOW, THEREFORE, IT IS RESOLVED by the McCreary County Water District, as
follows:

SECTION 1. That the Governing Authority hereby approves and authorizes the
Assistance Agreement between the Governmental Agency and the Authority regarding Project
Number A20-047 substantially in the form on file with the Governmental Agency to provide the
necessary financing to the Governmental Agency for the Project.

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

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

ADOPTED on March 30, 2021.

GOVERNMENTAL AGENCY:
MCCREARY COUNTY WATER
DISTRICT
By:
Chairman
ATTEST:
By:

Secretary of Governmental Agency
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CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the
McCreary County Water District; that the foregoing is a full, true and correct copy of a Resolution
adopted by the governing authority of the McCreary County Water District at a meeting duly held
on March 30, 2021 that said official action appears as a matter of public record in the official
records or journal of the governing authority; that said meeting was held in accordance with all
applicable requirements of Kentucky law, including KRS 61.810, 61.815, 61.820 and 61.823; that
a quorum was present at said meeting; that said official action has not been modified, amended,
revoked or repealed and is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature this March 30, 2021.

Secretary of Governmental Agency



EXHIBIT E
OPINION OF COUNSEL
[Letterhead of Counsel to Governmental Agency]
March 30, 2021

Kentucky Infrastructure Authority
100 Airport Road, Third Floor
Frankfort, Kentucky 40601

Re:  Assistance Agreement by and between Kentucky Infrastructure Authority and the
McCreary County Water District, regarding Project Number: A20-047.

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to the practice of law in the
Commonwealth of Kentucky and is legal counsel to the McCreary County Water District (the
“Governmental Agency”). I am familiar with the organization and existence of the Governmental
Agency and the laws of the Commonwealth applicable thereto. Additionally, I am familiar with
the wastewater treatment works 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.

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

Based upon my review [ am of the opinion that:

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

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

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



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

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

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

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

8) To the best of my knowledge, the Governmental Agency has fully complied with
all federal and state labor and procurement laws in connection with the acquisition and
construction of the Project.

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

Very truly yours,



EXHIBIT F

LOAN TERM SCHEDULE
Principal Amount of Loan: $3,244,500
Loan Interest Rate: 0.50%
Default Interest Rate: 8.00%
Authority’s Administrative Fee: 0.20%
Loan Payment Dates: Each June 1 and December 1
Amortization Commencement Date: December 1, 2022
Schedule of Payments: see attached

The Loan has been awarded principal forgiveness in the amount of approximately 50% of
the Principal Amount of the Loan, not to exceed $450,000, which will be credited to the Loan
balance upon release of liens on all contracts and disbursement of the final draw request by KIA
to the Borrower.

It is understood and agreed by the parties to this Assistance Agreement that this Term Loan
Schedule (Exhibit F) is an integral part of the Assistance Agreement between the Governmental
Agency and the Authority. This Term Loan Schedule may be amended, supplemented or modified
by the mutual agreement of the Governmental Agency and the Authority provided that such
amendment, supplement or modification shall be in writing and executed by the respective duly
authorized officers of the Governmental Agency and the Authority. Upon the execution and
delivery of any amended, supplemented or modified Term Loan Schedule, the Assistance
Agreement and the Term Loan Schedule shall be, and be deemed to be, amended, supplemented
and modified in accordance therewith, and the respective rights, duties and obligations under the
Assistance Agreement of the Governmental Agency and the Authority shall thereafter be
determined, exercised and enforced under the Assistance Agreement subject in all respects to such
amendments, supplements and modifications.

F-1



230 | abed

00°000°291$ 00°0% L20°€2.'vE8% v2'960'15% 00°0% £.°288% LG'EL2'06$ %060  28'902'2$ 69°900'81$ EV/1L0EL
00°000°29L$ 000% 9/°62.'288% ELvpL LGS 00°0% 29°0e6% LG'€12'05$ %0650  $5922'C$ 16'988'Lv$ £v/10/90
00°000'29L$ 00°0% €2'919'0€6% 68'161°L5$ 00°0$ 8€'8.6$ LG'€L2'0S$ %050  96°S¥¥'ZS GG'L9L'LpS cviLoreL
00°000°291$ 00°0$ 82'¥8€'8.6% ¥S'6E2'1G$ 00°0% €0°920'L$ LS'eLZ'05% %050 80°595'2$ €V'8Y9'LbS 2¥/10/90
00°000°29L$ 00°001'8% 14°2€0'920'L$ £0°282°15% 000$ 95°€L0'L$ 1G°€L2'06% %0S°0 L6'EBY'ZS 09'625'Lv$ p/L0/2)
00°006'€SL$ 00°0$ 1€°296'€20'L$ 8V ¥EE' LGS 00°0$ 16'0ZL'L$ 1S°€1L2'08% %050 £p'208'2$ 80°LLY'LYS L¥/10/90
00°006'€SL$ 00°00L'8% 6€°€/6'0ZL°'L$ 82°18€'L5$ 00°0% 22°891'1$ LGEL2'08S %0S°0 £9°026'2% 8262 LS ov/LoreL
00°008'S+1$ 00°0% €2°992'891'1L$ 56'82%'L5% 00'0$ wgie'Ls 15°€L2'0s% %0S°0 09°8€0'e$ L6 VL LYS 0¥/10/90
00°008'G¥L$ 00°00L'8$ vLIvE'SLZ' LS 10'9L1' LGS 00°0% 05292'L$ 16°'€12'06% %0S°0 G2'95L'e$ 92°150'Lv$ 6¢/10/2)
00°00L'LELS 00°0% 0b'86%'292'L$ G6°22S'L6S 00°0% ¥7'60€'LS 16'€12'05% %0680  09'clZ'es L6'6€6'9¥$ 6€/10/90
00'00L'LELS 00°001'8$ LE'8EY'60E" LS L2°69G'LG$ 00°0% 92'95¢'L$ 1G'€L2'05% %060  G9°06€'tH 98°228'or$ 8€/10/2L
00009'62L$ 00°0$ L1°192'95¢'L$ 8'919'L5% 00°0% L6°207'LS LG'ELZ'06$ %050 2y’ L0S'es 60°90.2'9b$ 8€/L0/30
00'009'62L$ 00°00L'8% 92°'L96'20¢'L$ £0°€99'15% 00°0$ 95°6YY'LS 1S'€LZ'06$ %050 68°€29'c$ 29'685'9p$ 28110721
00°005'L2ZL$ 00°0% 88'955'6¥4' LS ¥S'60L° LSS 00°0$% €0'96¥'1$ LG€1L2'05$ %050 80°0pL'e$ EV'ELY'OYS LE/10/90
00°005'L2LS 00°001'8% LE'0£0'064'L$ 06'652'15% 00'0$ 6ECHS'LS LSELZ'06S %05°0 16°G58'€$ V¥ 15E'0r$ 9€/10/21L
00°00¥'ELLS 000% G8'/BE'ZKS LS ¥1°208°'15% 00°0% £€9'885°'L$ Lg'ele’'0s$ %0S°0 18°1L6'e$ ¥6° L2 ors 9€/10/90
00°00v'ELLS 00°001'8$ 61°629'885°L$ 12°'8v8°'15$ 00°0$ 9L°¥E9°'L$ LG'€L2'05$ %050 68'980'v$ 29'921'9v$ Ge/Lo/eL
00°00€'50L$ 000 LP'9GL'vEQ' LS 82'v68'L5$ 00°0% 22°089'L$ LG'€L2'05% %050 26°L0Z'v$ 65°L1L0'0V$ G€/10/90
00°00€'S0L$ 00°00L'8% 00'892'089'L$ L1°0v6'LS$ 00°0% 99'92.'L$ 1G'€L2'05% %050  99'9lE'v$ G8'968'Gv$ vE/LOZL
00°002'26% 00°0% G8'%99'92.'L$ 96'G86'L5$ 00°0% SY'eLLLS LS'EL2 0SS %050  ZLIEP'vS 6€'28L'Sv$ PE/L0/90
00°002'.6% 00°00L'8% T Lv'eLl' LS £9'1E0'25% 00°0$ [A%:1%: 4K 1S'€L2'06% %050 62°5v5'v$ 22'899'Gy$ €e/LoreL
00°001'68% 00°0% 9¥'GLL'818'LS 81°220'25% 00°0% 29'€98'L$ 1G'€L2'05% %050 L1°659'v$ VE¥GS'SH$ €€/10/90
00°00L'68% 00°00}'8% 08'699'¢98'L$ 29¢el'ess 00'0% L1'606'L$ LG€L2'08% %050 8L°2LL'v$ CL0vY'GHS ce/arelL
00°000'18$ 00°0% €5°0L1'606°LS §6°291'25% 00°0$ Py pS6°'Ls LS'ELE'0SS %05°0 60°988'7$ ey L2e'shs CE/L0/30
00°000'L8$ 00°00L'8$ G6'LEV'YGE'LS 91°€12'25% 00°0$ 59'666°L$ LS'EL2'0S$ %050 £1°666'v$ 8e'r1Le'Svs LE/LOICL
00°006'2.$ 00'0% €€°¢59'666'L$ 92°'852'26% 00°0% SL¥10'2s 1S°€L2'05% %050 88°LLL'GS €9'L0L'G¥S LE/10/90
00°006'2L$ 00°00L'8% 96°€5.'v¥0'cS G2'e0e'25s 00°0% .°680'2$ 1G°€LZ'05$ %050 9e°+22's$ GL'686'PPS ogrio/2lL
00°008'v9% 00°0% LL'EYL'680'2$ €1L'8ve'25% 00°0$ [A R 244 LG'€L2'08% %050 §6'9€e'sS 96°9/8'vv$ 0€/L0/90
00°008'v9$ 00°001'8$ 20'029'vEL'eS 06°26€'25% 00°0$ 6£°6LL'2S 1GeL2'05$ %0S°0  9y'8vy's$ S0'S9L'vv$ 62/10/21
00°00.'95$ 00°0% 2L'68E'6.1'2S GG°/e¥'25$ 00°0$ vo'vee'es LG'ELC'06$ %0S°0  01L°095'G$ LY’ €59'vi$ 62/10/90
00°00£'95% 00°001'8% €5°8€0'v2C'eS 60°28%'25$ 00°0% 85'892'2$ LSEL2'06$ %050 SP°129'GS 90°2vS v 82/10/21
00°009'8¥$ 000% 69°085'892'2$ 26'925'25% 00°0$ L0'ELE'ZS LG'€L2'05% %0S0  £5°28.L'6G$ 86°0EY'vr$ 8¢/10/90
00°009'8v$ 00°001'8% L5°LI0'ELE'S ¥8°0.5'25$ 00°0$ ££°25€'2$ L5'€1L2'05$ %0S°0 EE'E68'GS 8L°02e'vv$ 22/10/21
00°005'0v$ 000% GL'Lee'LSe'eS 50'519'26% 00°0% ¥5°L0V'2S LG'ELZ'05$ %0S0  G8'€00'9% 99'602 % 12/10/90
00°00S'0v$ 00°00L'8% W LpS'LoY'2S G1°659'26$ 00°0$ Y9°Svy'zs 15'€12'05% %050 0L'PLL'OS LP'660'v$ 9z/L021
00°00%'2e$ 000% 29°0v9'G'2S Y1'E0L'25% 00°0$ €£9'68+'2$ 1G°€12'05% %050 80'¥22'9% EV'686'cr$ 9¢/10/90
00°00t°2€$ 00°00L'8$ G2'0£9'684'2% 20°LyL'2S% 00°0% 1G°€e5'2$ LGeLe'06% %05°0 L1°€€E'9% ¥.'6.8'chS ge/LoreL
00°00€'ve$ 00°0% 66°605'€€S'2S 62°06.'25$ 000% 82°2.5'2$ LS'€12'05% %050 0z'erv'os LE'0LL'EPS §2/1.0/90
00°00€'¥2$ 00001'8% 0e°082'225'28 SP'vER'2SS 00°0% ¥6°029'2$ 1G'€L2'05% %0G6'0  G£'255'9% 91'199°Ep$ ve/LorL
00'002'9L$ 00'0$ 9" L6'029'2$ 00'8/8'25$ 00°0$ 6v'¥99'2$ LG'€Le'0s$ %050 €2°199'0% 82°255'evs ¥2/10/80
00°00Z'9L% 00°00}'8% v.'e6¥'v99'2$ G¥°126'25% 00°0% ¥6°20L'28 1§'€12'05% %0S°0 ¥8°69.'9% LOEPP'ErS €e/1o/eL
00°00L'8% 00°0$ MWLE6'20L'2% BL¥96'25% 000 12'152'c$ LGELZ'06$ %050 81°8/8'9% €E'SEE'erS £2/10/90
00°001'8% 00°001L'8% vL'ele'LsL'es L0°800'€5$ 00°0% 0Sv6.L'2$ L5°€le'05$ %050 G2'986'9% 9Z°222'evs ce/ioreL
00°00S'v6.'2$
IR aAlesay aouejeg Juawled ang 094 Jsalaju) 9 ey ang ang ajeqg
1ejoL N9 Jedjound 1ejop Hpain Bupinieg ledioupd jselajuy Jsasauy Jediouiid juswied
uonendfed |2 4 1S°€hZ 0S$

Isalajul %0s°0 LORILSIA YILVM ALNNOD ANVINIOW

00°00S'V6.'Z $ junowy Juswheday Ly0-02Vi# NVO1

(00°000"05%) $ ssauaalbiod jedjound 3INAIHOS INTWAVIN AILVLIDILNY

00°005'vP¥Z'c $ junowy ueon jeuibuo ALRMOHLNY IHNLONYLSVHANI AMONLNIN




2 0 g abedq

1202/92/E0_Uo YY) Aq pajeaid

00°000°Z91L$ cLvel‘ool'es 00°0$ cL'y2e’L88 09°018°ZLOES 09°04£'812$ 00'00S'v6.L°2¢ S|ejol
00°000'291$ 000$ 000% 09'€92'06$ 000% 60°06% lg'ele'oss %0G°0 15°geL$ 00°880'06$ 26/10/90
00°000'29L$ 00°0% 00°'880'06% 95°€LE'05S 000% G0'00L% 1G°EL2'05% %050  €£1°052$ 8E'€96'6V$ LG/L0r2)
00°000'29L$ 000% 8€°LS0'00LS 0¥'€9€°05$ 000% 68°671$ L5'ELE'05% %0S'0  ELPLES 8.'8€8'6¥$ 16/10/90
00°000'291$ 000% 91°068'6¥L$ LLELP'0GS 00°0$ 09'661% L5°€12'058 %05°0 10°66¥5 0S'vLL'6v$ 0s/10/2L
00°000'291$ 00°0$ 99'709'661$ LL'29v'05$ 00°0% 0z'6¥2$ LG'ELT'05S %0S'0  66'229% Z5°06S'6v$ 0S/10/90
00°000'29}5 000$ 81°G61'6v2$ L1'Z15'088 00°0$ 99'862% LG€L2'05% %050  99'9v.% 68°991'6v% 6¥/10/C1
00°000°29L$ 00°0$ £0'299'862% 25°195'05$ 00°0% LO'8vES 15 €le'oss %05°0 10°0.8% 0SeEvE'6YS 6¥/10/90
00°000'294$ 000$ £5°500°8VES #2°019'05$ 000$ £2°L6€$ LG'€1Z'05% %050  90°€66% Gv'022'6v$ 8v/1L0/2)
00°000'29i$ 000% 86'6¢¢'L6ES £8'659'06% 00°0$ [43%°la ¢ LG°elz'0ss %050 18°GLL'LS 0.4°260'6¥$ 8v/10/90
00°000'2Z9L3 00°0$ 89°€2E'9tv$ 18'802'05% 00°0% 0e'56v$ LG€L2'0SS %050  G2'8EZL$ 92'5.6'8¥$ L¥/10/Z)
00°000'294$ 00°0% ¥6'862'G6v$ 99'252'06$ 00°0$ GLyvss LS'EL2'0S$ %0S'0  BE09E'LS £1°€58'8V$ L¥/1.0/190
00°000°294$ 000$ 20251 'ppSS 6€£'908'06% 000% 88°265% 15°€Le'0s8 %050 leesy'Ls 0ELEL'BYS or/Lo/eh
00°000291$ 000$ L£°€88'265$ 00°558'05% 00°0$ 61798 15°€12'05% %050 ELE09'LS 8.°609'8¥$ 9%/1.0/90
00°000'29L$ 000$ GL'E6Y' L9 6t°£06'06$ 000$ 86'689% 15°€12'05$ %050  S6'v2L'L$ 95°'887'8v$ Sv/L0cL
00'000'29L$ 00°0$ 14°186'680% 98°156'05% 000$ SE'8ELS LS€le 0SS %0S'0  /8'S¥8°'L$ ¥9'29e'8v$ S¥/10/90
00°000'294$ 000$ SE'6VE'BELS L1°000'15$ 00°0$ 09'98.8 LS'ELZ'05$ %050  6¥°996°'L$ [AVWATA: 14 yIL021
00°000'29t$ 000$ L£°96G6'08.8 £2'840'15$ 00°0$ zLpess 1G°€12°'05$ %050 18-980'2$ 02°9Z1'8¥$ ¥/10/90
IAIBSY BAIOSIY aduejeg juswAied ang 994 jsasau| g ajey ang ang ajeq

L0l ney jediouig rejoL 3pai Buiinieg redjoupid 1saloju| jsasa| jediauud juawAed




GENERAL CLOSING CERTIFICATE OF
MCCREARY COUNTY WATER DISTRICT

Re:  Assistance Agreement between the Kentucky Infrastructure Authority (“KIA”) and
McCreary County Water District (the “Governmental Agency”) regarding Project
Number: A20-047.

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

1. No event of default exists, or with the passage of time will exist, under the
Assistance Agreement and the representations and warranties set forth in the Assistance
Agreement are true and correct as of the date hereof.

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

accordance with law.

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

thereby.

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

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

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



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

7. The authorization 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 default or violation or breach, under any contract, agreement, instrument,
indenture, lease, judicial or administrative order, decree, rule or regulation or other document or
law affecting the Governmental Agency or its governing body.

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

61.805 to 61.850.

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

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

WITNESS our hands this March 30, 2021.

GOVERNMENTAL AGENCY:
MCCREARY COUNTY WATER
DISTRICT

By:

Chairman
ATTEST:

By: )@M// L Lr—"
ecret f Governmental Agency




GERALD WUETCHER

DIRECT DIAL: (859) 231-3017
DirecT Fax: (859) 259-3517
gerald.wuetcher@skofirm.com

e 300 WEST VINE STREET
SUITE 2100
STOLL LEXINGTON, KY 40507-1801
Main: (859) 231-3000

KEENON (859)

Fax: (859) 253-1093

OGDEN

PLLC

March 30, 2021

Kentucky Infrastructure Authority
100 Airport Road, Third Floor
Frankfort, Kentucky 40601

Re:  Assistance Agreement by and between Kentucky Infrastructure Authority and the
McCreary County Water District, regarding Project Number: A20-047.

Ladies and Gentlemen:

Stoll Keenon Ogden PLLC, by and through the undersigned, who is a member and is an
attorney at law duly admitted to the practice of law in the Commonwealth of Kentucky, is legal
counsel to the McCreary County Water District (the “Governmental Agency”). We are familiar
with the organization and existence of the Governmental Agency and the laws of the
Commonwealth applicable thereto. Additionally, we are familiar with the wastewater treatment
works 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.

We have reviewed the form of Assistance Agreement by and between the Authority and
the Governmental Agency, the legislation of the governing authority authorizing the execution and
delivery of said Assistance Agreement and the plans, designs and specifications prepared by the
engineers for the Governmental Agency with respect to the Project.

Based upon our review, we are of the opinion that:

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

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



Kentucky Infrastructure Authority
March 30, 2021

Page 2

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

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

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