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ASSISTANCE AGREEMENT 

This ;-\ssist:mce ,\greernent made and entered into as of October ! 9_ 200.5 ( th,.: 
''Assistance Agreement") by and between the Kentucky Rural 'Nater Finance Co17xrn1tion, 
Bowling Green , Kentucky. a non-pro!it corporation and instrumentality (,f tht? vnri()us entities ,)f 
the Cornrnonwcalth of Kentucky (the "Issuer") and the Bullock Pen Water District, Crittenden, 
Kentucky (the "Govern!Ttenta! Agency"): 

WITNESSETH 

WHEREAS, the lssuer has established its Public Projects Flexible Tem1 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), 
Se1ies 2001, elated 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 "Indent~re") between 
the Issuer and The Bank of New York Trust Company, N.A. (as successor in interest to Fifth 
Third Bank), as 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 Revenue Bonds (Flexible Tenn 
Program), Series 2005B (the "Series 2005B Bonds") in the aggregate principal amount of 
$4,855,000, pursuant to a Supplemental Trnst Indenture No. 18, dated as of October I, 2005 by 
and between the Issuer and the Trnstee, which Series 2005B Bonds ,vill rank on a pmity with the 
Series 200 l Bonds and the proceeds of which will be used by certain Governmental Agencies to 
acquire, construct and eq L1ip public projects described in various Assistance Agreements by and 
between the Governmental Agencies .rnd the Issuer; and 

WHEREAS, the Governmental Agency, presently owns and operates the waterworks 
system (the "System") of said Governmental Agency; and 

WHEREAS, the Governmental Agency has detem1ined that it is necessary and desirable 
and in the public interest to finance improvements to the System (hereinafter more specificslly 
defined as 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 Issuer has frnmd and determined that the Project will be in fu1thernnce 
of the purposes of the Issuer and the Governmental Agency under the Act: and 

WHEREAS, the Go\'ernmental Agency has designated the Issuer as its instrnmentality 
and agency; and 

WHEREAS. pursuanl to this Assistance Agreement the Governmental Agency will 
proceed with the Project; and 



\,\ HER.EAS, in and by the Prior Bond Legisiation (as heremairer defined), the right ,rnd 
privilege 1vas t·cserved by the Govt.:'.rnrnental Agency under condit ions ancl restrictions set out in 

said Prior Bond Legislation, of issuing additional bonds from time to time, payable from the 
incon1e and revenues of the System and ranking on a parity with the Governmental Agent:y's 
outstandi ng Prior Bonds (as hereinafter de fined) , for the purpo :-;::_ mnong other things. of 
financing the costs of extensions. additions and irnprovernents to the System. and refinancing 
certain outstanding indebtedness, which conditions and restrictions are fr.1und to cutTently exist 
and prevail so as to pennit the issuance of ce1iain proposed additional bonds so as to rank, when 
issued, on a pa1ity 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 $514,000 [the "Obligat ions"] , for the purpose of 
financing the Project, and to reaffinn the conditions and restrictions under which similar bonds 
or obligations may be subsequently issued ranking on a parity therewith; and 

WHEREAS , on this same date the Governmental Agency will enter in to a separate 
Assistance Agreement with the Issuer in order to borrow funds in the amount of $219,000, for 
the purpose of financing a different project (the "Series 2005B Loan"); 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 Lorrn pursuant to the Act and the Indenture to be appEed 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 detern1ined to enter into this 
Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth their 
respecti ve duti es, rights, covenants, and obligations with respect to the construction and 
financing of the Project subject to the repayment of the Loan and the Obligations and the interest 
thereon; 

NOW, THEREFORE, FOR AND IN CONSIDERATlON 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 PARTI ES HERETO MUTUALL't' 
COVENANT AND AGREE, EACH WITH THE OTHER AS FOLLOWS: 

2 



Section I. 
i"c:quir..:s otht:rwisi::: 

Definitions. As used in this Assistance Agreement_ Ltn!ess the C,)flk\t 

'·Acr'' r·eters tn Clwpkr:, 58 and 74 of the Kentucky R1:::vised Statutes. 

"Assi\'hllln' ,-igrecmcn(' refers Lu this Assistance Agreement authorizing the Luan ,rnd the 
Oblig,1tions. 

''Bond Counsel" refers to a nationally recognized fi.1111 of Bond Counsel which firn1 has 
prepared the legal proceedings for the Obligations, has furnished all of the customary services of 
Bond Counsel in this financing and will continue to furnish such services until the Obligations 
are delivered and paid for, including the rendering of the final approving legal opinion with 
regnrd to the legality of the Obligations and the tax exemption of the interest thereon. 

''Bond Legislation of 1978" or "/978 Bond Legislation" refers to the resolution 
authorizing the Series l 978 Bonds, which was adopted by the Governing Body on March 29, 
1978 , 

"Bond Legislation of' 1982" or "1982 Bond Legislation" refers to the reso 1 ution 
authorizing the Series 1982 Bonds, which was adopted by the Governing Body on July 20, 1982. 

"Bondmvner," "0,vner," "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 P1ior Bonds and any additional Parity Bonds. 

"("'p,•··r·zif7ed Pi1bfir dcro11 11/n 1·zt..)~" [Pf·e1·c, tr) ,"'1 1·nrl"'p"'nrl~ .. 1+ Ce•1:1'+~orl Pt,h!;c A''C'"'n••:ln• or ._. · j• ., ,, .,..., ''" ,__ , ._ .,, ...,.. ._, '- '- ..,.,, "'"'-1..'-' VJ..i.'\,..J.-.1. \. 1 .l.J'-'\..1 .1 "'VJ. • '-,JU ll-C l 

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 arnended, and any 
regu lutions issued thereunder. 

"Compliance Group'' refers to the Compliance Group identified and defined m the 
Indenture. 

" Depreciation Fund~' refers to the Bullock Pen Water District Waterworks Revenue Bond 
Depreciation Reserve Fund created in the Prior Bond Legislation and which Depreciation Fund 
\.Vil! continue to be maintained for the benefit of all of the Bonds. 

"Engineer" or "lnd<!pr:ndenr Consuliing Engineer" refers to an Independent Consulting 
Engineer or firm of Engineers of excellent national reputation or of recugnized excellent 
reputation rn Kentucky in the fields ohvatenvurks and se\ver engineering. 
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·'Fwzds" refers tu the Revenue Fund. the Sinking Fune!. the D,:~,reciatwn Fune!. th,; 
Res;:.:r\e Fund, the Operutic,n ;Jnd :V[uintenance Fund and the Governmental Agency Acrnunt. 

··Go,·crning: Boch'' means the Board of Commissioners of the Governmental Agency or 
such other body as shall he the governing body of said Governmental Agency unckr th: lriws of 
~< en lucky at any given tin:\; . 

''G01·c1wnc11tal Agcncr" refers to the Bullock Pen Water District. 

''Gm·cmn11?ntal Agencv Chic/ £\t'cuti1 1e" refers to the Chainnan of the Governmental 
1\gency. 

"Gm·ernmenta! Agency Clerk" refers to the Secretary of the Governmental Agency. 

"Indenture" means the Trust Indenture, dated as of April 4, 200 l, 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. 18, dated October I. 2005 .. by and 
between the [ssuer and the Trustee. 

"Interest Payment Datc1" shall mean the I st day of each month, commencing December l, 
2005 and continuing through and including January I, 2031 or until the Loan has been paid in 
full. 

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

···obligations" refers to the Loan authorized by this Assistance Agreement in the principal 
amount of$514,000. 

·'Operation and il.-laintenancc Fund'' refers to the Bullock Pen Water District Waterworks 
Operation and Maintenance Fund created and confirmed 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 Ptior Bonds, the outstanding 
Obligations and any outstanding Parity Bonds, and does not refer to any bonds that have been 
defeased. 

·'Paritv Bonds" means bonds issued in the fi.Jture, which will, pursuant to the provisions 
of this Assistance Agreement rank on a basis of parity \Nith the Obligations and shall not be 
deemed to include, nor to prohibit the issuance of bonds ranking inferior in sccuritv to the 
Obligations. 

'Permitted !n1 ·e,s tmcnts" refers to investments of funds on deposit in the v:1.rious funds 
created herein and includes: 
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( l) direct obligati(ms of the United States of Am erica ( including ohl igatwns issued or 
held in bool,:.-entry form on the books of the Departrnent of the Treasury of lhe 
United States of America) or obligati ons the timel y payment of tlh.: princip t1 i oi· 
and interest on \\ hich are fully guar~rnteect by the United States of America. 
including in :-; trurnents evidencing an uwnuship 111terest in securities cle.-c; ,:rih<~d :n 
this cLwse ( I ); 

(2) obligations, debentures, notes or other evidences of indebtedness issued or 
guaranteed by any of the following: 

(3) 

(4) 

(5) 

(6) 

Federal Home Loan Bank System, Export-Import Bank of the United States, 
Federal Financing Bank, Federal Land Banks, Government National Mortgage 
Association, Federal Home Loan Mortgage Corporation or Federal Housing 
Administration; 

repurchase agreements (including those of the Trustee or the Bank) fu1ly secured 
by collateral security described in clause (I) or (2) of this definition, which 
collateral (a)is held by the Trnstee or a third party agent during the tern1 of such 
repurchase agreement, (b) is not subject to liens or claims of third parties and ( c) 
has a market value (detennined at least once every fou1ieen days) at least equal to 
the amount so invested; 

ceriificates of deposit ot~ or time deposits in, any bank (including the Trustee or 
the Bank) or savings and loan association (a) the debt obligations of which (or in 
the case of the piincipal bank of a bank holding company, the debt obligations of 
the bank holding company of which) have been rated at least equal to the rating 
assigned to the Bonds by each Rating Agency then rating the Bonds or (b) which 
are folly insured by the Federal Deposit Insurance Corporation or (c) which are 
secured at all times, in the manner and to the extent provided by law, by collatera l 
security ( described in clause (I) or (2) of this definition) of a market value (valued 
at least quarterly) of no less than the amount of mone y so invested; 

shares in any investment company registered under the Federal In vestment 
Governmental Agency Act of 1940 whose shares are registered under the Federal 
Securities Act of 1933 and whose only investments are government securities 
desc1ibed in clause (1) or (2) of this definition and repurchase agreements fully 
secured by government secU1ities described in clause (1) or (2) of this definiti on 
and/or other obligations rated AAA by S&P; 

tax-exempt obligations of anv state of the United States. or political sllbdivision 
~ •-...- ,, • • 

tl1ereof~ \vhicb are rated ,~./ ... or better by St,ll) er 1nutual funds in vested on ly in 

such obligations; 

(7) umts of a taxable or nontaxab le government money-ma rket po11folio composed of 
U.S. Government obligations and repurchase agreements collateralizcd by such 
obligations; 
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corporate notes or bonds wi th one year or less to maturity rated in cme 
highest Rating Categories by S&P: or 

( 10) shares 0Cmutu,1l h_inds . e,1ch ohvhich shall have the fol!mving characteristics : 

(i) The mutual fund shall be an open-end diversified investment company 
registered under the Federal Investment company Act of 1940, as amended: 

(i1) The management corn pony of the investrnent company shall h::ive been 
in operation for at least five (5) years; and 

(iii) All of the securities in the mutual fond shall be in investments in any 
one or more of the investments described in (1) and (3) above. 

"Prior Bond Legislation" refers collectively to the 1978 Bond Legislation, the ! 982 Bond 
Legislation, the Series 200 IC Assistance Agreement, the Series 2002 Assistance Agreement, the 
Series 200 l G Assistance Agreement, the Series 2004D Assistance Agreement, and the Series 
2005B Assistance Agreement. 

"Prior Bonds" refers collectively to the Series 1978 Bonds, the Series 1982 Bonds, the 
Se1ies 2001 C Loan, the Series 2002 Loan, the Series 2001 G Loan, the Series 2004D Loan .. and 
the Series 2005B Loan. 

"Program'' refers to the Issuer's Public Projects Flexible Term Program clesi6rnecl to 
provide financing for tbe expans10n, 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 construction of a water line extension of approximately 
21 .75 miles to serve 173 new customers in Grant County, including new water ltne extensions 
along Chapman road, Lawrenceville Road, Juett Road, Gold Valley Road, Tanglewood Estates, 
Mt. Pisgah Road , Gold Valley Spur, Kinman Road, Kentucky 36, Jonesville Folsom Road .. 
Calendar P'"oacL and Buffalo P .... idge~ \\rith appurtenances, V/ith the proceeds of tl1e ()bligations. 

''Record Date" shall mean with respect to anv Interest Pavment Date, the close of 
business on the l 5th day next preceding such Interest Pa;'ment Date, \;hether or not such day is a 
business cfay. 
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'"Requisinon Ccrti/ical!:.'., means the form attached heret() a::; E,hibi1 B to be utili7ed hy 
ih\': G,1, -::rn11ientai Agency tn obtain ing disbursements (11· tfw Loan frum the Ciuvernrnenul 
:\gtT1C) /~,L>..:uunt a::; the Project progresses. 

·'Rcscne F'unct' refers to the Bulluck Pen Water District Watcr-,vurks Dehl Servic,: 
Rc:--;l~r\ ·c.: Fun tL created in the Prior Bond l.egislai_.i un ar,d \vhich Rt~s~r\ ·1~ Fund v,i!i cont .inu !.."~ to bt~ 
rr1,1intrn11t'.d f()r the benefit Clf·a.ll of the Bonds. 

"Re1·e1wc Fund" refers to the Bullock Pen Water District Water,vorks 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 1978 Bonds" refers to the original authorized Sl,277,000 of Bullock Pen \Nater 
District Waten-vorks Revenue Bonds of 1978, dated December 21, 1978 . 

"Series I 982 Bone/.•;'' refers to the original authorized $ 125,000 of Bullock Pen Water 
District Waterworks Revenue Bonds of 1982, dated August 6, 1982. 

"Series 2001 C Assistance Agreement" refers to the Assistance Agreement between the 
Kentucky Rural Water Finance Corporation and the Governmental Agency, dated May 1, 2002, 
authorizing the loan in the principal amount of $715,000 from the Kentucky Rural Water 
Finance Corporation Public Projects Revenue Bonds (Flexible Term Program), Sedes 200 l C. 

'·Series 2001 C Loan" refers to the loan to the Governmental Agency in the principal 
amount of $715,000 from the Kentucky Rural Water Finance Corporation Public Projects 
Revenue Bonds (Flexible Tenn Program), Series 200 I C. 

'-'Series 2()0 l G ~4ssistnnce 1!gree1nen{' refers to the i\.ssistance t\.greernent bet\.veen the 
Kentucky Rural Water Finance Corporation and the Governmental Agency, dated July 30, 2003, 
authorizing the loan in the p1incipal amount of $460,000 from the Kentucky Rurnl Wnter 
Finc1nce Corporation Publi c Projects Revenue Bonds (Flexible Tenn Program), Se1i_es 2001 G. 

''SCJ'ies 200 I G Loan" refers to the loan to the Governmental Agency in the principal 
amount of $460,000 from the Kentucky Rural Water Finance Coqxlration Public Projects 
Revenue Bonds (Flexible Tem1 Program), Series 2001 G. 

"Series 2002 Assistance Agreement" refers to the Assistance Agreement between the 
Kentucky Rural Water Finance Corporation and the Governmental Agency. elated July 3 I, 2002, 
authorizing the loan in the principal amount of $574,000 from the Kentucky Rural Water 
Finance Corporation Public Projects Refunding Revenue Bonds (Flexible Tenn Program), Series - -
,IVY) 
.:.~V\J_. 

"Series ]()()] Lonn" refers to the Ic,an to the Governmental Agency in the principal 
arnount of S574,000 from the Kentuck y Rural 'vVater Finance Corporation Public Projects 
Refunding Revenue Bonds (Fle,:_ible Tenn Progrmn). Series 2002 . 

7 



2004!) ,lssisrm1cc ref:ts to the Assis tance Agreement bct1veen the 
Kentucky Rural Water Fmance Corpuratiun c1mi the Guvernmental Agency, dated Octob(:r l 9. 
2{.)f)~~ authoriz1.ng the loan ln the princl.pa! anh)unt of ~(000 b~orn the l(entu1_:k\,,- f.{ural \\'at(~;r 

Finance Corporation Public Projects Rcfumlrng and Irnprove1nent Rcvenue Bonds (Flexible 
Term Prograrn). Series 2004D. 

~\Series 2004I) !_Joonn refers to tht· loan to the Governn1entaJ /\gency in the princip~ll 
amount of $98,000 frorn the Kentucky Run:ll \Nater Finance Corporation Publi,..: Projects 
Refunding and Improvement Revenue Bonds (Flexible Tenn Program), Series 2004D. 

'·Series 2005B Assistance Agreement" refers to the Assistance Agreement between the 
I<~entucky R.uraI v\/ater Finance Corporation and the CJo\rernrnental f\genc:y~ dated October 19~ 
2004, authorizing a loan in the principal amount of $290,000 of a total loan of $804,000, dated 
October 19, 2005, to the Bullock Pen 'vVater District from the Kentucky Rural Water Finance 
Corporation Public Projects Revenue Bonds (Flexible Te1111 Program), Series 20058. 

"Series 2005B Loan" refers to $290,000 of a total loan of $804,000, dated October l 9, 
2005, to the Bullock Pen Water District from the Kentucky Rural Water Finance Corporation 
Public Projects Revenue Bonds (Flexible Term Program), Series 2005B. The Series 2005B Loan 
is evidenced by a separate Assistance Agreement of the same date as this Assistance Agreement, 
and will be used to finance the construction of a water line extension of approximately 7 .9 miles 
to serve 152 new customers in Bocme County, including new water line extensions along Buffalo 
Road (Highway 1292), Highvvay 42, Dickerson Road, Crouch Road, Cleeks Lane and Webb 
Road, with appurtenances. 

"Sinking Fund" refers to the Bullock Pen Water District Watenvorks Revenue Bone! 
Sinking Fund created and confirn1ed in the Prior Bond Legislation. 

"Svstem" refers to the Governmental Agency's waterworks syste1n, together with all 
h1ture extensions, additions and improvements to said System. 

"Treasurer" refers to the Treasurer of the Governmental Agency. 

"Trustee" refers to Regions Bank, Nashville, Tennessee. 

"US 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. Reaffinnation of Declaration of ·waterworks System. That all 
proceedings heretofore taken for the establishment of and the supplying of water service in and 
to said Governmental Agency as a \:vaten.vorks system are hereby in all respects ratified and 
confirmed; and so long as any of the Obligations hereinatter authorized or permitted to be issued 
remain outstanding, said System shall be owned, contro!Ied, operated and nrnintained for the 
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s,::curitv and St)urce of payment (1f the Obligations. Sciid System is hereby (kclmed ro constitute 
a publi,: pru1c:ct \\ ithtn the me::rning and app lication of Sections 5tUl ! 0 ro 58 . 1-i-(1. inclusi ve. of 
thr: !(entucky I~C\'iscd Su1tutc:;. 

Section 3. Authorization of Obligations; Place of Payment; Manner of 
E.\tcudon, Tbnt pur:;u:int to the Constitution and la\vs of Kentucky, and panicularly said 
S1-;:,~t1ons 58.01 () to 58.1 :HJ , inclusive of the Kentucky Revised Statutes. the Guvernrnent;i] 
Agency hereby authori zes the hon-owing of $5 14,000 from the Progrnrn, for the purpose of 
providing funds for the Project. The Obligations shall mature on each January 1 beginning 
January 1, 2007 and contlnuing thereafter through and until January l, 2031, in such principal 
amounts, and shall bear interest payable on the Interest Payment Dates, commencing December 
1. 2005 in the maturities and at the interest rntes set fo1ih in Exhibit A attached hereto. 

The principal o( 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 Dates, 
beginning December I. 2005 to the Trnstee for the Program. Such payment shal l 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 fonn 
as provided by the Trustee to the Governmental Agency. The ACH Autho1ization Fonn 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 the first day of each rn onth, from the Sinking Fund, the amounts hereinafter 
specified: 

( 1) An arnount equal to one-sixth ( 1 /6) of the interest becoming due on the 
Obligations on the next succeeding interest clue date, and subject to a credit for 
the amount on deposit in the Sinking Fund transfem:d thereto on the date of issue 
of the Obligations; plus 

(2) An amount equal to one-t\velflh ( 1/1 2) of the principal amount of all Obligations 
maturing on the next succeeding January l. 

Notwithstanding the provisions of paragraph ( 1) above, because the lssuer must make 
payrnents on the Series 2005B Bonds every February I and August 1, and the Governmental 
.Agency must make monthly principal and interest payments on the Interest Payment Date 
totaling the Governmental Agency's pro rata share of the principal and interest payments on the 
Series 2005B Bonds bv each January l and July I , the Governmental Agency's initial eight (8) .. ,. ., . \_. ~ -

1 ~ 200~ to 1\ugust l, 
2006 . 

ln addition, in the event the Issuer is required to \Nithclrm.v moneys from the Prngrarn 
Reserve Fund established pursuant to the Indenture to pay the principal of and interest on the 
Obligations and any other payments clue under this Assistance Agreement on behalf of the 
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Cnvcrnrncntal Agencv ithe -·Reservt: \Vithdrawai"), the Ci(i\ernrnental Agency '>h,i!l pc1 y t11 tli,: 
Tni::.,iee. in each 111und1, pur-; uant t,1 tht'. 1\CH Debit Direct htymcnt i'vkthod 11n ::irnounl equ;ii lll 

:.it k:is1 l ·' l :: (lf tlt,: Rc:;;;:nc \Vithdrnv-:al, plus acc;ued interest lhereun at the rak ,c::qu;ti L,; th•.~' 
highc~-:t rak ol' interest paid by the investments making up the Program Reserve Fund until :,uch 
Reserve \Vithdra \-1.,a l has been replenished. 

Sei;:tion 4, Redemption. (o) Optioned Rcdcrnptlon Obligations m:1turing on :rnd 
prior to January 1, 2015, shall not be subject to redemption prior to maturity. Subject to the prior 
written approval of the Compliance Group. Obligations rnatu1ing on or after fanuary I, 2016, are 
subject to redemption, in whole or in part, by the Governmental Agency prior to their stated 
1naturi ties, at any time falling on or after January l, 2015 upon payment of the principal amuunt 
ro be redeemed plus accrued interest to the date of reckmption, on the dates, subject tu 
redemption premium stated as a percentage of the principal amount to be redeemed. as follo,v~;: 

Redenrntion Dates (Inclusive) 

January 1, 2016 through December 3 I, 2016 
January 1, 2017 through December 3 1, 201 7 
January l , 2018 and thereafter 

Redemption 
Price 

101 .00% 
100.0Y% 
I 00.00% 

In the event that the Governmental Agency desires to optiorn1lly redeem a portion of its 
Obligations, such redernption shall be in a denomination equal to SS,000 or any integral multiple 
thereof 

(b) Notice o/ Redemption. The Governmental Agency shall g1ve the Issuer and the 
Trustee notice of any redemption by sending at least one such notice by first class United Stutes 
nrnil not !(:SS tha,-1 45 and not more than 90 days prior to the date fixed for redemption. 

All of said Obligations as to whicl1 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 prn vic!ed. \Vil! cease to bear interesi 
on the redemption date. 

Section 5. Obligations Payable Out of Revenues on a Parity vvith Prior Bonds. 
All of the Obligations and Prior Bonds, together \.vith the interest thereon and such additional 
bonds ranking on a parity therewith heretofore issued and outstanding and that may be hereaner 
issued and outstanding from time to time under the conditions and restrictions hereinatler set 
forth, shall be payable out of the Sinking Fund, as heretofore created in the Prior Bond 
Legislation and as hereinafter more specifically orovicled, and shall be a valid claim of the holder 

(.,_ ,. ... .. 
d, c,1• 0 0Vnn l" "" ' ll.nS; '"l;,-, t~•nd ,, . .-,rl ,h,~ +;,, o, l po•·+:~.., o·· '""'."'"' (,rt\,p ;"c"''~''' a···--1 .. ,.,, ,.~·c·,es: C)f t11'te lll\,., 1..,., J l '.,Jl 1_,v u.:,< ll l :S( 1U llll I (t!itl UlL- ll.\.L,\.1 J JLLl\Jll 1 UJllUlltll ,l i.lv l:l Vlll\.,., !JU 1c;\~l~U ... 

System of saicl Governmental Agency pledged to said fund. 

Section 6. Compliance with Parity Coverage Requirements of the Prior Bond 
Legislation. lt is hereby declared that in accordance with the provisions of the Prior Bond 
L.egislation, and prior to the issuance of any of the Obligations hereby authorized, there will be 



procured one! ti led \V ith the Cu\ crnmental Agency Clerk of said GO\ ernrnent,11 Agency ;1ny :md 
al] statcrnents ur cert i tJcc1tiuns fut" the purp 1Jse of having both principal and interest on the Prim 
Boilds and the Obligctlions hc1"t:by authorized payable on a parity fron, the i;1C\)n1,.:: c1nd r,.: 1,2m1cs 

of said System '-'-ith said ,lutsU 11drng Pri\ll" Bonds. 

Floi-'< of Fur\d:;. Ali pruceedings prelimin<1ry t,: crnd in rnnnectiLH, \\. ith 
th e issw:1.11 1_:e of the Prior Bonds, whereby pm vision WClS made frlr the receipt, c11stucl:,. ,rnd 
application of the proceeds of the Prior Bonds; for the operation of said System on a n.:venue
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 Systern shall be collected, segregated. 
accounted fi.)r, and distributed as follows : 

A. Revenue Fund. The Governmental Agency covenants and agrees that it 
will continue to deposit into 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 nnd applied by the Governmental 
Agency only for the purpose and in the manner and order of priorities specified in the Prior Bond 
Legisl2tion, as hereinafter rnodified by this Assistance Agreement, all as pem1itted by the Act. 
and in accordance with previous contractual commitments. 

B. Sinking Fund. lt is hereby recognized that the Governmental Agency is 
obligated upon the issuance of the Obl.igations to provide for the additionai debt service 
requirements of the Obligations. 

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

(I) An amount equal to one-sixth (l/6) of the next succeeding six-month 
interest payment to become due on the Outstanding Bonds, pi us 

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

Notwithstanding the provisions of paragraph ( l) above, because the L,sucr must 
make payments on the Series 20058 Bonds every February I and August I, and the 
r.,,,,::l,1~nn"'I.Ont,i.l bi. UPn, ... ,, ,...,.1l"'t 1"\""'\r:lI/~ '17("'1-, i.l"\l\ 1 t"\·r;n,·1··~a1 '1l'"l./"1 i,-,t' ,:,r~ ::·t Y'\i")(Ft'\4.c&1-,t.- i'\r"\ tha 'nt~,..-o -d 
0l.,v\.,1.1..!.llJ.VlllU.i C\.~\..,HY_Y ll t ._) llLU.l'\. C.. l lJllllll_y' t-J111 \., l:-'(. 1 U.U\.J. lit Vl\,.,._) t-'Ll)lll'-, .llL ~"\ \.Ill lU\., I. ll\,,.l\..-:il 

Payment Date totaling the Governmental Agency's pro rata share of the principal and interest 
payments on the Series 2005B Bonds by each January l and July 1. the Governmental Agenv{s 
initial eight (8) payments on the Obligations will include interest amortized frum October i, 
2005 to August l, 2006. 
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It th;;; Gc1vern111ental Agency· for any reason sh,ili fatl t() make any monthly 
dcposii cl:, i·equi1Tcl. then an amount equal to the deficiency shali he set apart and deposited intl) 
ti1c· Sin:,.ing Fund out c,r' thc firs t available revenues in the ensuing nrnnths. which arnuuni shalt 
be in it1011 to the month ly deposit otherwise required during such succeeding months . 
\Vhet1e,cr there sha lt accumulate in the Sinking Fund amounts in excess of the requirernenh 
during ihc: n,:s.t twel Vt:' rn,; nths for paying the principal of and interest due un the Outst.inding 
Bonds , ,rs s:!me fol! ch.! 1~, such excess may be used for redemption or prepayment of :1ny 
Outstanding Bonds. subject to the terms and conditions set fo1ih therein. prior to matrnity. 

C. Depreciation Fund. Pursuant to the provisions of the Prior Bond 
Legislation, there shall next be transfened from the Revenue Fund a sum sufficient, each month , 
tu rnaintain a balance in said Depreciation Fune! of at least the surr:i required by tbe Prior Berne! 
Legislation, which shc1l! be deposited into the Depreciation Fund. 

f'vfoneys in the Depreciation Fund may be withdrawn and used by the 
Governmental Agency, upon appropriate certification of the Governing Body, in accordance 
with the provisions of the Prior Bond Legislation, for the purpose of paying the cost of unusual 
or extraordinary maintenance, repairs, renewals and replacements not included in the annual 
budget of cuITent 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. 

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 cuJTent expenses of operating and maintaining the System . The balance 
maintained in said Operation and Maintenance Fund shall not be in excess of the an,ount 
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 prov1s1ons 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 encl of each fiscal year, the balance of 
excess funds in the Revenue Fund on such date, to the Depreciation Fund for application in 
accordance ,.vith the terms of this Assistance Agreement or to the Sinking Fund to be applied to 
the nrnximum extent feasible, to the prompt purchase or redemption of Outstanding Bonds. 

Provided, however, notwithstanding anything to the contrary in any Prior Bond 
Legislation~ the Governrnental 1-\gency' shall ·be allo\ved a credit to the extent cf n1one~iS en 
deposit in the Progrurn Reserve Fund for the purpose of meeting any parity requirements in any 
Prior Bond Legislation: subject however, to the limitation that muneys in the Program Reserve 
Fund may only be used to make payments of the Government Agency due under this Assistance 
Agreement, if necess:iry, :rnd: provided further, that the Trustee rnay not seek payment for any 
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n::serve funds held b_\/ tht: Governmental i\ucncv under anv Prior Bond Lel!.is Li tion f<Jr n:1vn 1cn1 ~ l 

uiany mnounls due frum th,: Governmental Agc11cy under this Assistance i\greerncnt. 

Section 8. Disposition of Proceeds of the Obligations; Go-.ernmental Agenc:1 
.\ccount. Upon (i) the e:\ecution of this Assistance Agreement. (ii) tht~ deliverance of thi~ 

to be ac,.:cpted in the Prugrarn. and (1v) upon receipt by- the Gc;\/ernrnental ,:'.\gen~:~v' uf the 
proceeds of the Obl igations, the proceeds shall be app lied as follows: 

(a) Disposition o/ the Proceeds. There shall first be deducted and paid from the 
proceeds of the Obligations the fees and costs innmed by the Governmental Agency and any 
other pertinent expenses incident to the issuance~ sale and delivery of the Obligations and st1ch 
other appropriate expenses as may be approved by the Governrnental 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 f<Jr the 
Project. 

(b) Governmental Agency Account. It is hereby acknowledged that a fund entitled 
"Bullock Pen Water District Governmental Agency Account" (the "Governmental Agency 
Account") has been created and maintained by the Trustee pursuant to the Indenture; and the 
amount on deposit in said Governmental Agency Account shall be applied to the extent 
necessary, to pay the cost of the Project 

Investment income cleiived from investment of the Governmental Agei1cy Account, 
\vhich shall be invested in Pern1itted Investments in accordance with this Assistance Agreement. 
shalL ;1s received, be dep()~jted in the Governrnentn1111-genC)/ f\..ccount. 

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. 

Payment from the Governmental Agency Account for costs in connection with the 
Project shall be made only upon a Requisition Certificate delivered to the Trustee which has 
been approved by the Engineers having charge of supervising the Project, and countersigned by 
the Governmental Agency Chief Executive, said Engineers to ce1iify in each tnstance that the 
Requisition Certificate represer1ts a su111 actually earned by and due to the proposed payee under 
a contract with said Governmental Agency for work perfonned and/or materials furnished in 
connedion 1-vith the ProJect, or represents a sum necessary to be expended for land and/or rights 
of way necessary to be acquired by the Governmental Agency in connection with said Project. 

13 



\in t .\penditme shJll be made from th:: Governmental ,-\Qt:llC\ AccPunl exccot for nroner 
~ '- r '· ;. I 

and aulhoriz.ecl ,:xpenses relating to the Project in accordance \vith the contracts. pians and 
spe,;il1cdt1un:; ap1.m,vcd b:, lhe Covernrncntal ;-\gency. 

,:\(ter cornpleti,;n nftlic PrnjecL as certified by the Engin!:'.crs . any balance~ then rcrn:1ini11g 
t>:1 d~:po::;it in the CJovern1r1ental i\gency At.:count sha!L subject l1_ ; any and all uppii cahl\.? !fga! 
pro,,,-j_sions and 2.pphcf1ble arbitrage r~gu!ations necessary to assure? the exen1ptinn cf int(;re~;t on 
the Obligation~ from Federal income taxation, upon orders of the Go\ erning Body, be 
transfoJTed to the Sinking Fund, to be used for the purposes thereof. 

Section 9. Arbitrage Limitations. (a) The Governmental Agency covenants that 
neither th.e proceeds of the Obligations~ nor '"Non-E.xe1npt P .. evenucs" of the Systern~ as defined 
belcnv, will be invested in investments which will produce 2 net adjusted yield in excess of the 
net interest cost (effective yield) of the Obligations. if such investrnent 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/o r applicable regulations permit same to be invested without causing the Obligations 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 fonds earmarked for or reasonably 
expected to be used for the payment of debt service on the Obligations, in excess of "Exeinpt 
Revenues," which Exempt Revenues are: 

( l) arnounts deposited in the Sinking Fund for the purpose of' paying debt 
service on any Obligations against the System within thirteen ( 13) months from the date 
of deposi t; and 

(2) amounts deposited in the Depreciation Fund or any similar reserve for 
replacements. reasonably expected to be used for extensions, additions, improvements or 
replc.1cen1ents to the System, mid 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). 

(c) IL and to the extent that any Non-Exempt Revenues are on deposit and are 
available for investment by rec.1son of the foregoing. such funds shall be subject to the in vestment 
lirniLttions set out in Subsection (a) above. 

(d) On the basis of infrlmrntion furnished to the Governmental Agency, on kno\vn 
t~1cts~ circurr1stances and reasonable expcc.tations on the date of enactrnent of tbis A.ssistance 
Agreement. the Governmental Agency ccrti ties as folknvs: 

( 1) That it is not expected or contemplated that the proceeds ol the 
Obligations will be used or im ::.~sted in any manner which will L'.mi::;e any o t· the 
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Obl1gations to be treated as '·arbitrage bonds" mthin the meaning of Section l~:i ,it' the 
ode and the appiicabk rcguiations thereunder 

(2) That it is not expected or contemplated that the Governmental Agency will 
make any us1:: of the proceeds of the Obligations \\hich, if such use had be,::n reasonc1hl 
ant1 1,~ipated un th1:: of issuance of the ()bligatiuns, \vouid have caused the ()bligatinns 
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 [48 of the Code; and (ii) all of the 
requirements of the app licable regulations thereunder, to vvhatever extent is necessary tu 
assure tl-int the Obligations \\.'ill not be treated a.s arbitrage bonds. 

(4) That it is anticipated that amounts on deposit in the Sinking Fund \Nill 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 Sinking Fund. 

(5) That amounts accumulated in the Sinking Fund shall not exceed the 
limitations set fo1ih in this Assistance Agreement. 

(6) That it is not reasonably anticipated that amounts accumulated in the 
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 p1incipal and interest on such bonds. 

Prior to or at the time of delivery of the Obligations, the Governmental Agency Chief 
Executive and/or the Governmental Agency Treasurer are authorized to execute the appropriate 
certificdtion \'v'ith reference to the rr1atters referred to above~ setting out all k_r10\vn 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 1vill not 
constitute or be treated as arbitrage bonds. 

Section 10. 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 oriorit"v among the 

.__, ! .. , '--

Obligations, regardless of the fact they may be actually issued and delivered at different times, 
and pru\·ided farther 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, sha!L except as set out 
h~ •. -.:,0 h,, ,,,,J..,:n"e tn >ks ~·-·1r---;".' ". •'>h,. D,-1·'"'~ ·B,,r•rl.- 0r,,1 tl,c, c,1,1;,,0+:nn" 0•' ''""' +~·nn, ,;.~et· t;,,.,, 
1i(,1i:,,111.~ U\.- .::)UU_jl..:.\..t ~I...' Ll.11_., tJ! U1 ll..,V \Ii Lill,,., I l Vl U 1u.:, Cl !U .11~ /l.JiiC,all\..)1.:, ct0 J.lld .. Y .llU1ll Ulll .u Ull\., 

be outstanding: provided the Governmental Agency has in said Prior Bond Legislation reserved 
the right and privilege. and does hereby reserve the 1ight and piivilege, of issuing additional 
bor1ds from time to time payable from the income and revenues of the System rnnking on a parity 
with the Prior Bonds and with the Obligations, but only under the conditions specified in the 
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Pno r Bl)nd Legislari1)J1. 

tssuance ,;f ths.:: Uhliguti\;ns. 

[he Cio1. ernrn entai ,\gency reserves the right to finan ce future c-z tensiuns, :1eldi ti:rns. 
ancl llr irnpro\ t:rnents ll, the System by the issuance of one or more additional sc~rie:-, of b\)nds t,1 
l::~ secured b> ;_1 pu1·ity lic.:n on ;:.1nd ratab ly pay::-1b.le fn) ill, the t\; v~n ut::s of the Sy~;tern pl eciged tn 

the Pr-i1)r Bond s ;incl th (:! Ohii ::'.-,ll:1ons , prroivided: 

(a) The facility or facilities to be constructed from 
pari ty bonds is or are made a part of the System and its or 
additional security for the n.ddi tional parity bonds and the 
Obligations. 

the proceeds of the additional 
their revenues are pledged as 
outstanding Prior Bonds and 

(b ) The Governmental Agency is in compli ance wi th all covent1nts and undertakings 
m connection with all of the bonds then outstanding and paya ble from the revenues o f the 
System or any part thereof 

( c) The annual net revenues ( defined as gross revenues less essential operation and 
maintenance expenses), of the then existing System for the fiscal year preceding the year in 
which such parity bonds are to be issued , adjusted as hereinatter provided, shall be certified by 
an independent Ce1iified Public Accountant to equal at least 120% of the average anmml debt 
service requirements for principal of and interest on the Outstanding Bonds, plus the anticipated 
requirements of any Pari ty Bonds then proposed to be issued . The calcul ation of average ::rn nu2.l 
debt service requirements of principal and interest on the additional Parity Bonds to be issued 
sha!L 1·egardl ess of whether such Parity Bonds are to be serial or tenn bonds, be determined on 
the basis of the principal of and interest on such Pmity Bonds being payable in approxirnatd y 
equal annual in:,tallrnents . 

(d) The "annual net revenues'' referred to above m ay be adjusted for the purpose of 
the foregoing cornputations to re flect: 

( 1) any revision in the sched ule of rates or charges being irnposed ut the time 
of the issuance of any such additional Parity Bonds, and 

(2) any increase in the "anmwl net revenues" to be reali zed, with in 12 months 
of the completion of the Proj ect, from the proposed extensions, additions, and /or 
improvements being financed (in \Vhole or in part) by such additional Parity Bonds: 
provided all such adjustments shall be based upon and included in a ce1ii fication of a 
Certified Public A.ccountant. 

States Department of AgTiculture Rural Development or its successor [the '"RD"l fnr the rssuance 
of future bonds encumbering thc: System while the RD holds any bonds payrible from the 
revenues of the System. 
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The Cm em mental Agency hereby covenants and agrees that in the event anv addition ,1i 
P,.irit> Buil,i:, <ire issued , the Governrnenwi Agency shc1ii: 

( a) Adjust the monthiy arnount to be deposited into the Sinking Fund on the same 
basis as that prescribed in the provisions establishing such Sinking Fund. to reflect the an11u,1l 
debt S•jr\:ice requi.rcrnents of the additional Parity Bonds~ and 

(b) Adjust the minimum annual amount to be deposited monthly into the 
Depreciation Fund on the same basis as that prescribed in the provisions establishing such 
Depreciation Fund, taking into account the future replacement costs uf the facilities to be 
constructed and acquired with the proceeds of such additional Parity Bonds. 

The Goven1rnental Agency reserves the right to issue Parity Bonds to refund or refinance 
any part or all of the Prior Bonds and 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 Ce1iified Public Accountant, as 
defined herein., reciting the opinion based upon necessary investigation that 

(a) 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 l 20% of the average annual debt service 
requirements then scheduled to fall clue 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 

(b) in the alter-native, that the average annual debt service requirements for the Prior 
Bonds, the Obligations, any previously issued Parity Bonds and the proposed Parity Bonds, in 
any year of maturities thereof after the redemption of the Outstanding Bonds 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 Prior Bonds, the Obligations and 
any previously issued Parity Bonds for nny year prior to the issuance of the proposed Parity 
Bonds and the redemption of the Outstanding Bonds to be refunded. 

Section l ! . Rates and Charges for Services of the System. 'vVhile there are any 
Outstanding Bonds. the rates for all services of the System rendered by the Governmental 
Agency to its citizens. corporations, or others requiring the same, shall he 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 
Clff\Q\Tntco nPePCQ'l>'\/ frw [h"' ,-,c,t1re1-nr->nt nF f),,c, 0•1t<:'t'\nrl;nu Bc-prls ·,prl tl1"' '·"' ' 'rL'inu ;17t•-W•'-c't (''1 "11 \,.lL .lJ. \.,-&J..!.\.U l.l....,..,_,..._,...,,.__,(,.i.l) l '-" 1.1,V l ,, •• n .. :.t. ili\,..11..U, \..JJ. I. l.V 1.- .JI.'-- ,l\,.J..lllt:, J J 1\..J._ \. ... t~, 1 \.., 1,,.l\,.,\., L ll~ 1.il. '\.,l \,,.,,.)L _11 u.t 

Outstanding 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 shal I be 
adequate to meet all requirements of the pro\·isions of this Assistance Agreerncnt. Prior to the 
issuance of the Obligations a schedule of rates and charges frn- the services rendered by the 
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System to all users ndequ::ite tn meet al l requirements of this Ass istonce Agreement has hu:? n 
c::stablished and ad.optc:d. 

T Ile Go\·ern n1ental A.gency covenant::; that it \Vil! not reduce the rates and charges for the 
services rendered by the System \Vithout first filing with the Governmental Agency Clt~1·k a 
cc:rtification nt· rn1 [mkpendent Consulting Engineer or a Certified Public Acrnunrunr th <1l the 
"annual net revenues" (defined as gross revenues less essential operation a,1d mainten:mcc 
expenses) of the then existing System frlr the fiscal y,~ar preceding the year in 1,.vhid1 such 
reduction is proposed, as such annual net revenues are adjusted, after taking tnto 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 
p1incipa! and interest on a!! of the then outstanding bonds payable from the revenues cf the 
Systern, calculated in the manner specified in Section l O hereof. 

The Governmental Agency also covenants to cause a rep0t1 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 clue in any fiscal year thereafter for principal of and interest on ::ill 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 Section 
10 hereof; and the Governmental Agency covenants that if and whenever such report so filed 
shall establisb that such coverage of net revenues for such year was less than 12()(% of the 
average annual debt service requirements, the Governmental Agency shall increase the rates by 
an amount sufficient, in the opinion of such Ce1iified Public Accountant, to establish the 
existence of or immediate projection of, such minimum 120% coverage. 

Section 12. All Obligations of this Issue Are Equal. The Obligations authorized and 
penriitted 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 arnong 
the Obligations, the Prior Bonds and any Parity Bonds authorized or pern1itted 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 Obligations. The Governmental 
Agency reserves the right, nt any time, to cause the pledge of the revenues securing the 
outstanding Obligations to be defeasecl and released by paying an amount into an escrow fund 
sufficient, when invested (or sufficient without such investment, as the case may be) in direct 
obligations of or obligations 6,uaranteed by the United States of America, including book entry 
obligations and trust receipts representing an ownership in direct obligations of the United Stat.es 
of' An1erica~ to assure the a•,,.: ailability in such escrovv· fund of an adequate arnount (a) to call for 
redemption and to redeem and retire ali of such outstanding Obligations, both as ti_) principal nnd 
as to interest, on the next or any optional redemption date, including all costs and expenses in 
connection there\vith, ancl 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 un the 
outstanding Obligations as same mature, without redemption in advance of maturity, the 
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determin.atit'm of ,vhether to ckft.'ase under a) 01· (b) or bnth to be rnadc by the Cicnerning Bodv. 
Such Pcnrntted investments shall have sue l maturities as to assure that there \\ ili he suflicienl 
funds for such purp,1::< !t' c;uch ckfe,1:>;.m;~i; is to be accomplished pursu,mt to (cl), the 
Governmental Agency shall take all steps necessary to publish the required thiticc of the 
red,:mntiun of the oul.standrnu C)hiil!:ati ons and the aonlicable red1;:ll1nti \m dak. ( 1nnn th,: n1·(1i)<:r 

, ._, '-' J 1 l t l I 

cirnount of ~;uch 1ff\CSin1cnts being placed in escrnvv and so s(:cured. such revenue pl<:'dge sh:tll he 
:iutonrntic,,lly fully defe,1:-;r:d :md re!e:1sed without 2.ny further action heing necessc:ry. 

Section 14. Contrnctua! Nature of Assistance Agreement. The provisions of this 
Assistance Agreement shall constitute a contract between the Governmental Agency and the 
Issuer; and alter 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 al1 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 te1111s 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 cu1ing, 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 Obligations. 

lts duties as Trustee shall be as follows: 

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

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

(c) To remit, but only to the extent that all required funds are made tivailable to the 
Trustee by the Governmental Agency, semiannual interest payments directly to the Issuer's 
accounts for the Prof,'Tcun: 

(d) To notify the Issuer of any Obligations to be redeemed and to redeem Obligations 
p1ior to their stated maturity upon receiving sufficient funds; and 

(e) To supply the Governmental Agency with a written accounting ev idencing the 
payment of interest on and principal of the Obligations ,vithin thirty (30) clays following each 
respective due date. 

The Trustee shall be entitled to the advice of counsel and shall be protected liJr any· acts 
taken by it in good faith in reliance upon such advice. The Trustee shall not be licible for any 
actions taken in goud faith and belie\ ed by ii tn be within its discretion or the pc\wer conferred 
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unt 1n i i by thi s As ::; istance AgTe,~rncnt. or th e responsibility for the cons,:'quences \>f any c11 ('1·sigh! 

, \ i' ,::!T,ir in JUdgm-:;nt. 

The Trustee moy at anv time resign from its duties sd forth in this As::;istance Agreement 
• •· l_ ._ 

by filing its resignati on with the G0vemmcntul Agency Ckrk and notifying the !ssuer. 
TlH:xccqx,11. the Issuer :,hail notiij th,: Governmental Agency of a successor Truste e: •xhi,~h shai! 
11 e nn incorpor~1 ted bank or trust con1p:.1ny authori zed tc, tr(1nsact busin ~~s in the Ljnited St~,t~s n f 
Arncricri. Not\vithstanding tht: foregoing, in the event of the resignation of the Trustet' .. pruvismn 
shall be made for the orderl y transition of the books, records and accounts relating tu the 
Obligations to the successor Trustee in order that there will be no delinquencies in the payment 
of interest or p1incipal clue on the Obligations. 

Section 16. Provisions in Conflict Repealed. All ordinances, resolutions and orders , 
or parts thereof, in confli ct 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 pai1 thereoC and 'vvhich have not heretofore been issued and delivered, are 
hereby revoked and rescinded, and none of such other bonds shall be issued and deli vered . 

Section 17. Covenant of Governmental Agency to Take All Action Necessary to 
Assure Compliance with the Internal Revenue Code of 1986. fn 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 ou t below), the GovemJTtental Agency 
covenants to and \Nith the Issuer that ( l) 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 
Oblig:itions w ill be used for any purpose which \VOuld cause the interest on the Obligations to 
become subject to federal income taxation, and the Govemrnental Agency will comply with any 
and all requirements as to rebate (and reports with reference thereto) to the United States of 
America of cetiain investment 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) to whatever extent shall be permissible (without jeopardizing such tax 
ex.emption or the security of such o'vvners) 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 t11e System The purchasers of these Obligations are deemed to have relied fulJy 
upon these covenants and undertakings on the part of the Governmental Agency as part of the 
~onsiclerntion for t11e purcl1ase of the Obligations. To the extent that the Goverr1n1ental Agency· 
()btains an opinion of nationally recognized bond counsel to the effect that non-compliance with 
c.tnv of the covernmts contained in this Assistance .Agreement or referred to in this Ass istance 

J ~ 

Agreement ,vould not subject interest on the Obligations to federal income taxes or Kentucky 
i ncorne taxes, the Covcrnmental Agency shall not be requ ired tu comply \Vith such covenant~; or 
l'equirernents. 
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This i\ssi.stance r\greemeill is cnacted in contemplation that Bnnd Cotrnsei \\. ill render Jn 
opin i1in ~ht,, c:\ernrti(,il of princip ,. tl of the Ob ligations from I(entucky ad valllrcm t~1,atiu11 und 
as to exernpt1on of in terest on the Obligations from federal and Kentucky income taxat ion, based 
Oil the :1ssun:ptio11 hy 8,)fld Counsc:i that tht:; (Jovernrnental Agency complies \VIth cu, errn\l.S 

rnack by dtt.: (;(1 vernrn ent,d Agency 1,1. ith respect to compliance with th e prnvisi(inS of the Code. 
~nd ·t) ~lQPd nn thP ~) C:l:.: lll'1'1J""lfi ,) n (\f .~(11nplj ~1'1'1 t"•P ly'J' th<> Go, ,n1~n'lC\tl("11 1\0..:.ri, ... , ., l,\ ' ;tl, I~ ,.-...::.. .-1 l l;r"l~"'c,~t·-· '.1 1' .... ~ .~-.. . .,._~._,. ._..__. , , ,, .. . ..., u . ..,...., ,... ,, , t,,.'- •'- t, , , ......,,.,1,1. t- ' ,. ,. , 1.'-''-' L, \v .,....,.ll.1.Jl'--t \..t i CvlJ.'-·J Vlt J v-.... u1 v JJ'-..,11 .) u ," 

to any required rebat'.: (and repo11s ·with reference thereto) to the United States of America cf 
certain investment earnings on the proceeds of the Obligations. The Governmental Agency has 
been advised that based on the fi.1regoing assumptions of compliance, Bond Counsel is ot the 
opinion that the Obligations are not "arbitrage bonds" within the meaning of Section !48 of the 
Code. 

S1:dion 18. insunmre. (nj Fire and Ev:tendcd Cm'erage. If and to the extent that the 
System includes structures above ground leve l, the Governn1enta] 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(:io) of the 
full insurable value of the damaged facility. 

[n the event of any damage to or destruction of any part of the System t11e Governmental 
Agency shall promptly ammge for the application of the ins1.1rance 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 ,11ise from the Govenm1ental 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 Goven1rnenta! 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 rnaintain~ so long as an.y of the Obligation3 are outstanding~ 'v'ehicular public liobility 
insurance with hmits of not less than S?.00.000 for one person and $1,000,000 for 111ore then one 
person in\·nlved 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 (Jovernmental Agency. 
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Section 19. 

(a) I he failure to pay principal on the Obligations \\h en due and payabk either at 
maturity or hy pr·occedings for rcclernptiuil: 

(1-)) ·rhe t~1ilure to p:.1y [tny inst:1!rrient irf interest on th ,..= ()b!ig~ltit~n~ V/b~~1 the s0.n1c 
shall becomt' due and payable: 

( c) The foilun: of the Governmental Agency kl fulfill any llf its obligations pursuant 
to this Assistance Agreement and to cure ::my such failure within 30 da ys after receipt of \Vritten 
riot1ce of such foi!me; ancUor 

(d) The failure to promptly repair, replace or reconstruct essentinl facilities of the 
System aner any lll c\ior 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 Oblig::itions, may enforce and compel the perfonmmce ot' all duties and obligations 
of the Governmental Agency as set forth herein. Upon the occurrence of an Eve.nt 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 chmge and collect rates sufficient to provide for the payrnent 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 confonnity 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 Defaul t, 
the o'✓vner of any of the Obligations rnay require the Governn1ental f\gency by ~len1and, court 
order, injunction, or othenvise, to raise all applicable rates charged for services of the System 2 

reasonable amount, consistent with the requirements of this Assistance Agreement. 

Seefom 20. Annual Reports. The Governmental Agency hereby agrees to provide or 
cause to be provided to the Issuer and the Compliance Group audited financial st;iternents 
prepared in accordance with generally accepted accounting principles (commencing with the 
fiscal year ended December 3 l, 2005) and such other financial information and/or operating data 
as requested by the lssuer or the Compliance Group. 

The annual financial information and operating data. including audited financial 
statements. will be made avciilable on or before 120 days after the end of each tiscal year 
(December 31 ). 

Sect5on 21. Supplemental Assistance Agreement. The Governrnentcil Agency may. 
but only with the Clrnsent of the Issuer, execute one or more supplernental Assistance 
Agreements as sha!l not be inconsistent with the terms and prnvisions hereof for any one or rnore 
of the following purposes: 



(a) to cure an y ,linbiguity or fonn~li defect (lr orrnssiun in thi s A•;s ist,rnc,:' Agrc,.:menL 

(b) tu suh_;e: . .'t to the.: lien and pkdgc of this ,-\ssistcrncc.: 1\g,·c,.::r11ei1 t :1dditiunai 
r,-.:'.enues. properties. or l:ollatt:ral whi ch 1nay lega ll y he subjected: 

{ c; 111 <.tdd to the: (lhlcittic:n.s. lirn,tatiun.) and rr:.striction.s on the issuance uf hund2:-:. 
nther conditions. lirnitnt ions crnd r,~stric:tinr0 s th 1:rea th:r tc, be observed: 

(d) to add to the covenants and agreements of the Governmental Agency in thi s 
Assi stance Agreement other covenants and agreements thereatter to be incun-ecl b y the 
Go vernmental Agency or to suITender any ri ght or power herein reserved to or confe1Tecl upon 
the Ciovernment:.1! Agency: 

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

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

Section 22. No Remedy Exclusive. No remed y herein conferred upon or reserved to 
the Issuer is intended to be exclusive, and every such remedy will be cumulative and \Vill be in 
additi on to every other remedy given hereunder and every remedy novv or hereafter existi ng at 
law or in equity. No delay or omission to exerci se any right or power accruing up0n any default 
will impair any such right or power and any such right and po,ver may be exercised from time to 
tirne and as often as may be deemed expedient. 

Section 23. ·waivers. In the event that any agreement contained herein should be 
breached by either pmiy and thereafter waived by the other party, such waiver will be lirnited to 
the particular breach so ,,vai vecl and wi ll 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 provis ions hereof and the non
defaulting party employs attorneys or incurs other expenses for the enforcement of performance 
or observance of any ob ligation or agreement on the part of the defaulting party herein contai ned , 
the defoulting party agrees that it will pay on demand therefore to the non-defau lting 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 Assis tance Agreement or any other document evidencing the 
Obligations cease to be such officers before delivery of the Obligations, such signo.tures shall 
nevertheless be va1id for al] purposes the sarne as if such officers had remained in office until 
delivery, as provided by KRS 58 .040 and KRS 6 I .390. 

Section 26. Severability Clause. If any sect ion, paragraph, dause or pro,·is ion of this 
Assistance Agreement shall be held invalid. the invalidity of such section, paragraph, clause or 
pruvi sion shall not affect any of the remaining prnvisions of thi s Assistance Agreement. 



F< \\.[TI\C:SS \}., 'HEREOF. the f(entu ck:, Rur~I Water Finance: Cot·t)nrctti,, 11 ha.s c:wsed 
th 1:~ 1~\s ~11 .;:)tanc c: t\~1\.:(;Ci"l(;t1 t to be.'. _-;igned in i r.s ;-larnc ·by iLs Prcsicl cn L Hi id at.tc.sic.cl b~., l1~ 
S•.::cr=~t~ry -rre~~::ur~~r ~1nd th~: Bu!l uck P~:n \\..,c'"t~r ['i i t~ict h2:~J cn~1s~~d thi~·; lL\ssi:-;t1n.ce .~ grc,~n1i~nt 1:0 
h,: signed in corv1)rate narnr:: ;rnJ by its ottl cc:rs tl1ereunder dul y authorizec! . all as uf the cL.1y am! 
year fir sr al)ove wniten 

Attest : 

Attest : 

II 
l I 

(J 

Secretary IT reas urer 
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KENTUCKY RUR Al. \V;.\TER FI'.\/A0JC' E 
CORPORATlON 

By ______ _ _______ _ 

President 

BULLOCK PEN WATER DTSTRICT 



ISSUER ACKNO\YLEDGi\lE~T 

CO:v1 \lON\VEALTH OF l,~Et--(T'UCK'x' 

coi:;----n y OF HENDERSON 

The foregoing instrumen t was acknowledged before rne this October __ . 2005 by Allon 
VanMeter who is the President of the Kentucky Rural Water Finance Corporation, on behalf of 
sa id Corporation . 

WITNESS my hand this October ______ , 2005 . 

My Corrnnission expires : ________ _ 

Notary Public, in and for said County and State 

COMMONWEALTH OF KENTUCKY 

COUNTY OF ________ _ 

The foregoing instrnment \Vas acknowledged before me this October ______ , 2005 by Ci ary 
Larin:.ore vJho is the Secret:::!ry/Treasurer of the Kent~1cky Rund \Vater Fi:1ance Coq)oration, on 
behalf of said Corporation. 

WITNESS my hand this October ____ , 2005. 

My Commission expires: ________ _ 

Notary Public, in and for sa id County and State 
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The foregoing insm1mem was acknow ledged before me this October I I_, ·2oOSby 
Bobby Burgess and Jtmmie A . King who are the Chainnan and Secretary of the Bullock Pen 
\,V ater District, on behalf of' said District. 

\VTTNESS my hand th is October 17 , 2005. 

l'vly Commission ex.pire:;: __ c. ___ /_-_,_1 ~r"-., _-__ o_..c_7_ 

ct. 
Notary Public, in and for said County and State 
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EXHIBIT A 

Dfbi S;;rvice Schedule 



EXHIBIT B 

REQUEST FOR PA Y\,IENT WiTH RESPECT TO 
KENTUC .h:Y RURAL WATER FINANCE CORPORATION 

(FLEXIBLE TERM PROGRAl\I) 

Request No. ___ _ 

To : Regions Bank 
315 Union Str,~tt 
P.O. Box 198977 
Nashville, Tennessee 372 l 9 
Fax Number: (615) 687-4503 

From: Bullock Pen Water District ("Governmental Agency") 

Contact Person : __________ _ 

Address: ____________ _ 

Ladies and Gentlemen: 

Datc:d -----

The above-identified Governmental Agency has entered into an Assistance Agreernent 
with the Kentucky Rural Water Finance Corporation (the "Issuer") for the acquisiti on 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 Issu er's funding share of these 
expenses is in the amount so denoted in this request totaling S _________ and is set 
fo rth in Exhibit A attached hereto. 

Respectfull y submitted. 

BULLOCK PEN WATER DISTRICT 

·r iu~--------------



Certificate of Consulting Engineers as to 
Payment Request 

lhe undersigned , a duly qu:iliticd and licensed Engin eer hereby cc111t1e::; tkit he ,1r ::;he 
rep resents the Go\ cmm ental Agency submitting thi s request and that all <':'\pens,::\ :-,::prescnkd 111 

thi>; reque,~t ""·e(f: clu !y· inl~urred fi)r the construction of the .; .. Project.)·• and th :: t .su ch expenses ha ,,.-e 
nnt been the suby ,:! of o.ny requ•::st tt')r chsbt!rsement previous ly subm itkc:. 

Engineer/Consul tani 

Finn Nzm1e _ __________ _ _ 

By ________________ _ 

Title ___________ _ _ _ _ _ 



Ernie Fletcher 

LaJuana S. Wiicher, Secretary 
Environmental and Pubiic 
Protection Cabinet 

Christopher L. Lilly 
Commissioner 
Department of Public Protection 

(?:-Jiff:0t~> il? , ~fi . \1
~) 

\~\,, [l:) .. J~) 
~~ 

Cornmo11wealtri of l<entucky 
Public Service Commission 

211 Sower Bivd. 
POBo>:615 

F;ankfort , f<entucky 40602-0615 
Telephone (502) 564-39'1 0 

Fa>: (502) 564-3460 
psc.ky.gov 

Honorable Thomas R. J\ilenaber August 17, 2005 
P,ttorney at Law 
The Horwitz Law Firm , P S.C Attorneys ancl Counselors at Law 
54-1 Buttermilk Pike 
Suite 305 
Crescent Spring, f<Y 4rn17-1689 

RE: Case No, 2005-00231 

We enclose one attested copy of the Commission's Order in the above case. 

B00/jc 

Enclosure 

Sincerely, 

Beth O'Donnell 
Executive Director 

Mark David Goss 

Teresa J. Hill 
Vice Chairman 

Gregory Coker 
Corr1rnissioner 
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se,vics List for Cass 2005-00231 

I im1t_1rn:;l~ Thon10.~· I\ /'( \'...:: itb;.:! 
A tt.n:TIC:> 2.i. l.-Zl\.\ 

Til:: H~)rw~v L~i\\ F!r:1~. P.S C 
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COMtv1OhlVvE,I\L TH OF r(i=J✓ TUCf-(Y 

in the (Jlatt2r of: 

APPLICI\TION OF THE BULLOCK PEN WATER 
DISTRICT FOR A CERTIFICATE OF PUBLIC 
CONVENIENCE ,A.ND NECESSITY TO CASE !\JO . 
COt✓STRUCT AND Flt✓ANCE IMPROVEfv1ENT 2005-0023·1 
PROJECTS AND TO lfv1PLEfv1ENT SURCHAR(3ES ) 
TO ITS EXISTING RATES PURSU,L\NT TO KRS ) 
278.020 A~✓ D 278.300 

INTERlfv1 ORDER 

On June 17, 2005, Bullock Pen \Nater District ("Bullock Pen") applied for a 

Certificate of Public Convenience and Necessity ("CPCN") to construct and finance a 

waterworks project in two phases, Phase 8 and Phase 10. with construction costs in the 

amount of £1,886 ,000 and S926,800, r12spective!y, anci d12bt issuance costs in the 

amount of $19,500 and S 1 '1,428. respectiveiy. Bui lock Pen also applied fo1· approval to 

irnplement su1·charges to its existing rates in order to pay the debt service on the 

indebtedness necessary to finance a portion of the pro_j ect. Phase 8 involves the 

construction and installation of approximately 21.75 miles of 8-inch, 6-inch, and 2-inch 

wateriine, and wiil provide potable water to new cust0rners in Grant County. Phase 'i 0 

involves the const1-uction and instaliation of approximately 7.9 miles of 8-inch waterline, 

and will provide potable water to new customers in Boone County. Bullock Pen states 

the project will have no adverse affect or impact on existing customers. 

Bullock Pen proposes to finance Phase 8 through a Kentucky Infrastructure 

Authority (''Klfa,") Tobacco Grant in the amount of S66,500, a K!A Grant (2005) in the 

amount of $600,000 , a loan in the an-iount of ss·14 ,DOO from the Ker1tucky Rural VVater 



Finan::.:e Corporation ("KR\/VFC'), anci tap-on fees in the arnount of $65,500. Bullock 

Pen propcses to finance F'hase ·10 throu~jl1 a KIA ,31ant in the c1rncunt of S300,000, a 

loan in the amount of $290,000 from the f<R\/VFC , a cor1tribution of $308.933 from the 

Boone County Fiscal Court, and tap-on fees in the amount of $39 ,115. 

Bullock Pen has requested that Con1n1ission approval of the pmposed 

construction and financing be granted as expeditiously as possible so that construction 

may begin in a timely manner. By subsequent Order in this case, the Commission will 

address the proposed surcharge . 

Having reviewed the application and being otherv✓ ise sufficiently advised, the 

Commission finds that: 

1. Bullock Pen is a water district organized pursuant to KRS Chapter 7 4. 

2. Bullock Pen owns and ope1-ates facilities used to distribute water for 

compensation to approxirnately 6,000 customers in Grant, Kenton, Pendleton , Boone , 

and Gallatin counties, f<entucky. 

3. Bullock Pen proposes to construct approxirnately 29.65 miles of 8-inch 1 6-

inch. and 2-inch wateriine in Grant and Boone counties . 

4. The proposed project will provide potable vvater to new customers in Grant 

and Boone counties. 

5 . CMVV, Inc of Richmond , Kentucky prepared the plans and specifications 

for the proposed project. 

6. The Division of Water of the Kentucky Environmental and Pub!ic 

Protection Cabinet has approved the plans and specifications for the proposed project. 

--2- Case No. 2005-00231 



7. Ne utiiity is presently providi11g watsr se1-vice in the area that the propos,2cl 

proJect wii! serve. 

8. The proposed consti-uction will neither create wasteful duplicatic.m of plant 

equipment, property, or faciiities, nor result in uneconornic or wasteful cornpetitio1·1 

between public utilities. 

9. Public convenience and necessity require the construction set forth in 

Bullock Pen's application. 

10. The estimated total cost of the proposed project, including construction 

cost , contingencies, and engineering and inspection fees, is $2,843 000. 

11 . Bullock Pen proposes to finance the prnposed project through a KIA 

Tobacco Grant in the amount of $725,000, other KLL\ Grants in the amounts of $600,000 

and $300,000, tap-on fees in the amounts of S66 ,500 and $39 ,115, loans from the 

KRVVFC in the amounts of $514,000 and S290 ,000, and a contribution from the Boone 

County Fiscal Court in the amount of £308,933. 

12. Bu!!ock Pen's proposed loans from KRVVFC are for a lawful object within 

Builock Pen's corporate purposes, are necessary and appropriate for and consistent 

with Bullock Pen's proper performance of its service to the public and will not impair its 

ability to perform that service, and are reasonably necessary and appropriate for such 

purpose. 

IT !S THEREFORE ORDERED that: 

7. Bullock Pen is granted a CPCN to construct the proposed waterworks 

project as set forth in the pl,:ins and specifications of record herein. 

Case No. 2005-00231 
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2 Bull:Jc:k Pen's application foi- a sui-ch::=irge to its existing rate with respect to 

construed as Cormnission approval of the assessn1ent of the proposed sur-cha:~ge 

:3. Bullock Pen is authorized to enter into the proposed loan agrsements v11ith 

f<RVVFC to borrow $514,000 and S290 ,000 and to repay such loans over a 25-year 

period at interest rates varying from 3.38 percent to 5.05 percent Bullock Pen shall use 

the proceeds from the loan authorized herein only for the purpose of financing the 

proposed project. 

4. Bullock Pen shall obtain approval from the Commission prior to performing 

any additional construction not expressly authorized within this Order. 

5. Any deviation from the construction approved herein shall be undertaken 

only with the prior approval of the Comrnission . 

6. Bullock Pen shall furnish documentation of the total costs of this project, 

including the cost of construction and all other capitalized costs (engineering, legal, 

administrative, etc); within 60 days of the date that construction is substantially 

completed . Construction costs should be classified into appropriate plant accounts in 

accordance with the Uniform System of .Accounts for Water Utilities prescribed by the 

Commission. 

7. Bullock Pen shall require the constrnction to be inspected under the 

general supervision of a professional engineer with a Kentucky regist1~ation in civil or 

mechanicai engineering , to ensure that the construction work is done in accordance 

with the contract dravvings and specifications and in conformance with the best 

practices of the construction trades involved in the project. 

-4- Case t\Jo 2005--002 3 -1 



8. Burlock Pe;7 shall fil e a copy of the "as-built" drawings and a c2i·tifi2d 

stateinent that the co :1 structic~ has been s2t!sf2.cto!·! !~/ cornp!f;ted in acc,:Jrdance vvith the 

contract pi ans and specifi cat ions v11ithin 60 days of the substantial c:omp!etion of the 

constr·ucti on certificated hereir:. 

1·fothing contained herein shal! be deer-ned a warranty or finding of value of 

securities or financing authorized herein on th e part of the Commonwealth of K.sntucky 

or any agency thereof. 

Done at Frankfort , Kentucky, this i 7th day of August, 2005 . 

By the Commission 

Case !'-lo . 2005 --00231 
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KENTIJCKY RURAL WATER FINANCE CDRPORATION FllXIBll TERM FINANCE PROGRAM SERIES 2005 B 

Bonu~ Bullock Pen WO 
O.tcd O.te: 10/ 19/05 

Boovwer Pay:m;;nt Schedule 

To..J Mon!hly 
Payment I I I I Interest 

11 I I Trustee 

I I I I FUical Monlhly Monthly Sinking Fund 
D..tc Princiea.l R,t, Iatt:n::st Fees Tottl Tottl Princieal Int.en:st p, nu 

lo~"' 
10/19/05 B,,i\~,.,~~ 12/5-1/6 
07/01/06 

~'iS;l; o o C 4_090% 
10,J6Z29 150.00 10,611.29 10,611.19 2/&-7/6 '1,.29S29 1 ,295.:?9 

01/01/07 7,000.00 6,217.38 ll,217 Jg· 8/frl/7 58).33 1,29529 1.878.62 
07/01/07 0.00 6,074.23 ZS0.00 6,J24.lJ 19,S41.6I 2/7-717 58JJ3 1,036.lJ 1,619.16 
Ol/01/08 7,000.00 ;._ 1 ~ 1 Ob O 4.090% 6,07◄ .23 13.074.lJ 8/7-1/8 58).)J 1,012.37 1,595.71 
07/0 1/08 0.00 i,.-- 5,9)1.08 ZS0.00 6,181.08 19.255.l! 2/S-7/8 666.67 1.012.37 1,595.71 - ..loo i 01/01/09 8,000.00 :C:(,4., ObO 4.090% 5,931.08 13,931.08 8/8-1/9 666.67 988.51 1.655.18/ 
07/01/09 0.00 5,76H8 150.00 6,01748 19,94856 2/9-7/9 666.67 988.51 -1.655.18 7 ;J..oc .··. 01/01/10 11,000.00 ;)J., o, u t>D 4.090% · 5,767.48 13,767.48 8/9-1/10 666.67 96125 1,627.9 1 
07/01/10 o.oo O t,O 5,60).88 ZS0.00 5,853.88 19,6ZIJ6 2/10-7/ 10 666.67 961.25 1,627.91 > 
01/01/11 8,000.00 ~ s;), 4.090% - 5,603.88 /;,. j) f / / ( 13,603.88 8/10-1/11 666.67 9)).98 1.600.61 

2 0/::, 
01101111 ~ a.co 5.4-10.28 250.00 5,690.28 19,294.16 Z/11-7/11 666.67 933.98 1,600.65 
01/01/12 ~ s,000.00;;..<.1'-I, oOO 4.090% 5,+!0.28 13,+I0.28 8/11· !/12 666.67 906.71 1,573.38> 
07/0!/12 0.00 5,276.68 ZS0.00 5,516.68 18,966.96 Z/12-7/ !Z 750.00 906.71 1,573.38 :;_. ,') ;'. 

01/01/ll 9,000.oo ;i,_,,o;;,ooo 4.090% 5,176.68 . a.276.68 8/12-1/1) 750.00 879.♦5 1,629.41 
07/01/1) 0.00 5,092.63 ZS0.00 5,}42.63 19.619.31 Z/ll-7/13 750.00 879.45 l,6!9.4S 
01/01/14 9,000.00 J..)..6,ooO 4.090% 5,092.6) 14,092.6) 8/13-1114 750.00 8◄ 8.77 1,598.77 
07/01/14 0.00 4,90858 2.50.00 5.15858 19.251.21 2/1+7/14 750.00 8<8.77 1,598.n 
01/01/15 9,()(X).00 i---1 7 Q ()O ◄.090% 4,90858 1 .. . ' 13,90858 8/1+1/15 750.00 818.10 1,568.10 
07/01/15 0.00 4,72◄5) ZS0.00 ◄ ,9745) 18.88).11 2/15-7/15 833.33 818.IO 1,568.10 
01/01/16 10,000.00 d- o, O O 0 4.0'/0% ◄,n45) t:'.. ·3· 14,724.5) 8/15-1/16 833.JJ 787,42 1.620.76 
07/01/ 16 0.00 4,520.0) ZS0.00 ◄,770.0J 19,◄9<56 Z/16-7/16 916.67 787.◄2 1.620.76 
01/01/17 11,000.00 I <)(,, OoO 4.090% ◄ ,520.03 ]d-.13 •./~·7 15,520.0) 8/16-1/17 916.67 753.]◄ 1,670.01 
07/01/17 0.00 4,295.08 250.00 ◄ ,S-15.08 20,065.11 2117-7/17 916.67 75l.l4 1,670.01 
01/01/18 11.000.00 / 't, <:; ,o Q 0 4.090% 4,295.08 1 ,,_ \,,, / Ii? 15,295.08 8/17-1118 916.67 715.85 1,631.11 
07/01/18 0.00 4.070.ll . 250.00 4,320.13 19,61521 2/IS-7/18 916.67 715.85 1.6)2.5 1 
01/01/19 11,COO.OO l f tf, o UO ◄.090% 4,070.13 };;. }".'!:-' ' ~·A 15,070.ll 8/18-1119 916.67 678J6 1.595.02 
07/01/19 0.00 3,845.18 250.00 4,095.18 19.165.Jl 2/19-7/19 916.67 678.36 1,595.02 
01/01/20 11,000.00 l~';,,c,oO ◄.190% - 3,845.18 ' H,8◄5.18 8/19-1-20 916.67 6◄0.86 1,557.5) 
07/01/20 0.00 3,61◄ .7) 250.00 3,864.73 18,709.91 Z/20-7/20 1,000.00 640.86 1,557.53 
01101/21 12,000.00 ! ,; 1, oo D 4.215% 3,614.7) ': ·::,. 15,614.73 8/20-1121 1,000.00 601.◄ 6 1,602 .46 

(v 

07/01/2 1 0.00 J,361.83 150.00 3,611.83 19,21656 Z/21-7/21 1,000.00 602.46 1,602.<6 
01/01/22 12,000.00 J },Cf,oO 0 ◄.290% 3,361.83 :· ,. 15,361.8) 8/21-1/22 1,000.00 560.Jl 1,560.31 
07/01/22 0.00 3,104.43 ZS0.00 3,354.43 18,716.26 Z/22-7/22 1,000.00 560.31 1,560.31 
01/01/23 12,000.00 , ;,.-,1 000 4.340% ),104.43 15,10◄ ,4) 8/22-1/23 1,000.00 517.41 1.517 41 
07/01/23 0.00 2,844.0) 150.00 3,094.03 18,198.46 2/23-7/23 1,166.67 517.◄ l 1.517.◄ l 
01/01/2◄ 1 ◄ ,000.00 J I ~- oo o 4.3 ◄0% 2,8+!.03 16,844.03 8/23-1/24 1,166.67 47◄ .0l 1.640.67 
07/01/2◄ 0.00 2,540.23 150.00 2,790.23 19,634.26 2/2+7/24 1,166.67 ◄ 7◄ .0 1 l.6◄0 .67 
01/01/15 14,000.00 ')'11 0 C0 ◄J90% 2,540.23 16.S◄0.23 8/2+1/25 1,166.67 ◄ 2].37 1.590.04 
07/01/25 0.00 2,231.9) 250.00 2,482.9) 19,023.16 2/15-7/ZS 1,250.00 423.37 1,590.04 
01/01/16 15.000.00 '( U,o.J 0 4.440% 2,232.9) 17,232.93 8/ZS-1/26 1.250.00 372.16 1,622.16 
07/01/26 0.00 1,899.9) 250.00 2,149.93 19,J82.86 2126-7/26 1,250.00 371.16 1.611.16 
01/01/27 15,000.00 G,<'i _ c.::C 0 ◄.◄65% 1,899.93 16,899.9) 8/Z6-l/27 1,250.00 316.66 1,566.66 
07/01/27 0.00 1,565.05 250.00 1,815.05 18,714.98 l/17-7/27 l,JJJJJ ]16.66 1,566.66 
01 / 01/18 16,000.00 5~,.C)oO 4.◄65% 1,565.05 17,565.05 8/27-1/28 I.JJJJ3 260.114 l.59·U8 
07/01/28 0.00 1,207.85 ZS0.00 1,457.85 19,022.90 2/28-7/28 1,416.67 260.84 1,59<.!8 
01/01/29 17,000.00 Z,c.oo Cl 4.490% 1,207.85 18,207.85 8/2&-1/29 1,416.67 201.ll 1,617.98 
07/01/29 0.00 82620 250.00 1,076.20 , 19,284.05 2/29-7/29 1,500.00 20131 1,617.98 
01/01/JO 18,000.00 / 'i!0OO ~.590% 826.20 18,826.20 8/19-1/JO 1,500.00 137.70 1,637.70 
07/01/JO 0.00 Hl, IO ZS0.00 663.10 r.' 19,◄ 89.JO 2/30-7/)0 1,500.00 1)7.70 1,637.70 ' 01/ 01/)1 18,000.00 C 4.590% 413.10 18,◄ 13.10 8/30-2/ll 1,500.00 68.85 1,568.85 
07/01/)! 0.00 250.00 250.00 18,663.10 8/JO-Z/31 0.00 68.85 1,568.85 

Touls 2901000.00 194 899.87 6~00.00 491.399.87 290,000.00 194.899.87 <84 899.87 

Morg;_"L_K eegan Co., Inc. 
bar 19, 2005 
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ASS1STAi\CE AGREE:'tl EST 

BETWEEl\ 

h'.El\TUCKY RuRAL WATER FU\Al\CE COR.POR.\ TlO\ 

Ai'\D 

BULLOCK PEI\' \VATER DlSTRlCT 

DA TED OCTOBER 19, 2005 

IJ\. THE A_\ lOUNT OF $290,000 

This document \Vas prepared by: 

RUBIN & HAYS 
K.entucky Horne Trn st Building 
-1-5 0 South Thtrd Street 
Louisville. Kenn.1ck\ 40202 
(502 ) 56.9-75 25 -
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.-\SSIST.-\\'CE AGRLE\IL\"T 

This .:\sc_c:istance .:\greernent made c1:1cl e:ilen::d imo as of October 19. 2U05 ([he 
··~\ ~~!:::t2nce .o:\gret:!7'.enri,i by and bct\.v::en the }~c·i1tucky .Rurcd \\·a:~r F1nttncr~ c·orpor·a1ion .. 

Bov,!ing Green. Kentucky. a non-profit corpornt:on and ir:stnnnenrnlirv of the:: vanous entities or 
the Commornvealth of Kenrncky (the ' ·lssu<:r''J and the Bullock Pen \\.ater Di~trict, Crinenden, 
Kentucky (the '·Governmental Agency"). 

\\TE\ESSETH 

v\HEREAS. the Issuer has esrnblished its Public Projects Fkxible Term Program (the 
'·Program") designed to provide financing for the expansion, addition and improvements of 
public projects for govermnental entities under which the Issuer issued its Kenrucky Rural Water 
finance Corporation I'vlultimodal Public Projects Revenue Bonds (Flex.ible Term Program), 
Series 2001, dated April 4, 2001, in the aggregate prrncipal amount of $46,000,000 (the "Series 
200 l Bonds") pursuant to a Trust Indenture dated as of April 4, 200 l (the '·Indentllfe") betvveen 
the Issuer and The Bank of New York Trust Company, ?-<.A . (as successor in interest to fifth 
Third Bank), as trnstee, the net proceeds of which will be appiied for the benefit of such 
governmental entities by making loans, pmsuant to Assistance Agreements; and 

vVHERE.AS, pursuant to the Indenture, the Issuer has authorized the issuance of the 
Kentucky Rural Water Finance Corporation Public Projects Revenue Bonds (Flexible Tenn 
Program), Series 2005B (the "Series 20058 Bonds") in the aggregate principal amount of 
$4,855,000, pursuant to a Supplemental Trust Indenture :\o 18, dated as of October 1, 2005 by 
and between the Issuer and the Trustee, which Series 2005B Bonds \vil i rank on a parity \.vith the 
Series 2001 Bonds and the proceeds of which will be used by certain Govemmemal Agencies to 
acquire, constrnct and equip public proJects described in various Assistance Agreements by and 
between the Governmental Agencies and the lssuer; and 

WHERE,~.s, the Governmental Agency, presently owns and operaies the 1,vatenvorks 
system (the ''System") of said Governmental Agency; and 

WHEREAS, the Governmental Agency has determined that it is necessary and desirable 
and in the public interest to finance irnproveir1ents to the System (hereindi:er more specifically 
defined as the "Project"), and the Issuer has determined that the Project is a project within tbe 
meaning of the Act and the Indenture, thereby qualifying for fimnci~i! nssistance frorn the lssuer: 
and 

\VHEREi~S, the .Isst1i:~r has foutH.i nnd deterrnined that the Proiecr \V ilt be in ft.~rthersnce 
of the pw7:ioses of th e Issuer and th:: Governmental i\g,?ncy under the ;,er; and 

WHEREAS. the Goverr1rnental Agency i,as cies1S:rimed the lssuer as ils inst-·,_m1entality 
and agency; arid 

, •. ;11 
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\VHEf(Er\S 1 111 and by· th~ Pri (Jt· Buncl L:::g;~t~:tion {(ls hc :·ein~!.fter dc.f1ned) , th;: t. and 

Pri\·ile 2e vvas reserved bv 1he Goven1rr!cnt2l .,--\~encv under conditions and restrict ions set out in . ,,_. .. ..... , 

5211 d Pri or Bond Legisla1ion; of issuing Z!d(:1r1t.~nal bond., fron1 ti rne tn 1i1T1e, pJ~./able front ch-: 
income and revenues of rhe Syst~rn and ranking or: a pa2·ity \<.·1th the Go,·en-:-..rr1entJ.i .~\gency's 
outstanding Prior Bonds (as hereino.fo:r ckf1ned) , for the purpose, among other things, ot· 
financing lhe cos1s of extensions. additions and improvements to the System, <!i1d refin2ncing 
certain outstanding indebtedness, which condicio:1s and restrictions are found co curremly exist 
and prevail so as to pennit the issuance of certain proposed additional bonds so as to rapJ-,:, \Vhen 

issued, on a panty with the outstandmg Prior Bo"ds: and 

WHERE.AS, it is deemed necessary and advisable for [he best interests of tbe 
Governmenta l Agency that it enter into this .A.ssiswnce Agreemem with the Issuer in order IO 

borrow funds (the '"Loan'") in the amount of S?90,000 [the "Obligations''], for the purpose of 
providing funds for the Project, and to reaffirm the conditions and restrictions under vvhich 
simi lar bonds or obligations may be subsequently issued ran.king on a parity therewith; and 

WHEREAS, on this same date the Governmental Agency will enter in to a separate 
Assistance Agreement with the Issuer in order to borrov-: fonds in the amount of $514,000, for 
the purpose of financ ing a different project (the "Series 2005B Loan"); and 

WHEREAS, under the provisions of Sections 58 010 through 58.140, inclusive, of the 
Kentucky Revised Stah1tes, and under the prnvisions of the Prior Bond Legis lation, the 
Governmental Agency is authorized to enter into this Assistance ;\greemem and to bonow the 
Obligations to provide such funds for the purpose aforesaid; and 

WHEREAS, the lssuer is wi!ling to cooperalc: \\'ith the Govemrnental Agency in making 
available the Loan pursuant to the Act and the Indenture lo be applied to the Project upon the 
conditions berein3fter enumerated and the CO\ enams by the Go\'emmtntal Agcnc:;i; herei.n 
contained; and 

WHEREAS, the lssuer and the Covemrnenta! Agency have determined to enter into th is 
Assistance Agreement pursuant to the terms of the Acl and the lndenrure and to set forth their 
respective duties, rights, covenants, and obligarions with respect to the construction and 
financing of the Project subject to the repayment of the Loan and the Obligations and the interest 
thereon; 

NO\V, THEREFORE, FOR AND IN CONS1DERAT1ON OF THE i'v!UTUA.L 
COVENANTS HEREIN SET FORTH, THE LOA?< HEREBY EFFECTED AND OTHER 
GOOD AND VALUABLE c rn--:SIDE R/\ TlO\, THE RECEIPT OF WHICH 1S HEREBY 
AC I-C'!\JO\VLE DGED BY EACH PART'{_ THE PARTIES HERETO MUTUALLY 
COV E?< Ai'il AND .AGREE, EACH \\Trl-l THE OTHER AS FOLLO\\'S: 



Section I. the cont t:.)( t 

~-_4ssi,>-h·lnce .i.gr2e1nen( · refers tc) thi ~- .f\s sistance ;.:_\grec.n1en~ au~horizing the LcL1n a!:d tt1-.: 
(_)bllgations. 

"Bond C refers to a ly recogn ized firm Bond Counsel which fim1 has 
prepared the leg:2] proceedings for the Oblig:itions. has fomish ed all of tb~ customary ser,:ices of 
Bond Counsel in this fin ancing and will continue to furnish such services until the Oblig,\tions 
are delivered and paid for, including the rendering of the final apprn\ ing legal opinion wi[h 
regard to the legality of the Obligations and the tax exemption of the interest thereon. 

'·Bond Legis!ofion of 1978" or ·'/9 .78 Bond Legislmion'' refers to the resolution 
authorizing the Series 197 8 Bonds, \\hich vvas adopted by the GO\·errnnsr Bodv on March 29, 
1978. 

'·Bond Legis!otion of 1982'' or "/ 982 Bond Legis!o!ion" refers to the resolutioE 
authorizing the Series 1982 Bonds, which vvas adopted by the Governing Body on July 20, 1982. 

"Bondcn1mer," "O,vner," "Bondholder" mean s and conternplates. unless the context 
otherwise indicates, tbe regi stered owner of one or more of the Bonds m the time issued and 
outstanding hereunder. 

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

"Certijzed Public Accountanrs" refers to an independem Cenifieci Public Accoumant or 
finn of Certified Public Accountants, duly licensed in Kentucky and kno\,. ledg1:abie ,1hnnr th? 

affairs of the System and/or of other Gove:rrnnental Agency financial matters. 

"Code" refers to the United States Internal Revenue Code of 19 
regulations issued thereunder. 

as amended, and zmy 

"Cmnp!iance Group" re['ers to the Compliance Group identified and ckftned m the 
Indenture. 

Depreciation Fund· refers to the B ull ock Pen Water Distri ct V, alt'.rworks .R e, enue Bo nd 
· Depreciation Reserve Fund created in the Prinr Bond Legis lation and "' hich Depreciation Ft1nd 
will continue to be maimai ned fo r the benefit of all of Lhe Bonds. 

. "Engint!er" ur ''Jndepende111 Consulting Engin~er'· refers m a!l inderendem Consuiling 
Engme.~r ~r firm of Engineers of e. cell eo1 national reputa ion or of recognized excellent 
reputation in Kentutky in rhe fiel ds of waten-vorks and sewer engineeriug. 
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sL:::'h oll-;:::r bc:-d)-· as sha! I be the: go·•:c'1""'!:ing b,Jd) 
~~en[ucl<y at an}' gi·ven tnne , 

'·GoL:mmenw! AgencT" refers lo the Bullock Pe n \\/ater District. 

the 

··Govermnen1al .{;;e119 Ci1i2l Execurive'· refers w the Ch,1irman uf the Governmental 
Agency. 

·•c:iovernmerliaf Agencv Clerk" refers to the Secret:try of the Go\ e1w11enrnl Agency . 

"Jndenwre" means the Trust Indenture. elated as of April:/ 2001, as originally executed 
or as it may from time to time be supplemented, mod ified or amended by any supp lemental 
indenture, including the Supplemental Trust Indenture No. 18, dated October 1, 2005, by and 
between the Issuer and the Trustee. 

"ln!erest Payment Date" shall mean the I" day of each month, commencing December 1, 
2005 and continuing through and including January l, 203 J or unti! the Loan has been paid in 
full 

''issuer" refers to the Kentucky Rural Wc1ter finance Corporation, Bowling Gr.:en, 
Kentucky. 

'•'Obligations" refers to the Loan authorized by this Assistance 



( l I StJ tcs nf _;-\!n cr ica (includ1ng ligations issued o.c 
h~ld i;i b~1 ~l k-e:11ry foil11 ,)n ~hi.:' hoo~-:s (1r rhc [)ep:1rtrnerH ot- ;_~1e Treasu1y of (h,.: 
L'n ited Stat,::s of .:~merica) ob: 1g2tJOI1S rhe :irnely payrn,:n t of th e principai of 
~-:nd 1ntc:rc~i on \,·hi(·h ~L-c fu ii,· gu ~1r::.l ;~~::cd b~;, the L:ni~cd Sta~cs c1 Y .A.n1•-~i-ica~ 
1nc!ud1ng. 1nslrurr1-:nts C\ ill,.:.'nc1t1~ tlfi 0\\ 11c~r:-ih1p in tc.rejt in ~.,.:1..:u f il;t:) J::.~1..:cibc,~I ln 
this i.:lause {. l '}~ 

(?) obligotions, debentures, notes or other nidences of indebtedness issued or 
guar3nteed by any of the r'oik1\1ing 

f edera! Horne Loan B::in.k Sysrem, E,pon -I rnpori Bank of rhe United Stares, 
Federal Financing Bank. Federal Land Banks, Govemrnern :\ationai Moctgage 
Association, Federal Home Loan 'vlongage Corporation or fed eral Housing 
Administration; 

(3) repurchase agreements (including those of the Trustee or the Bar1-k) fu lly secured 
by collateral securiry described in c lause ( 1) or CZ ) of this definirion, v/nich 
collateral (a)is held by the Trustee or a third party agent during the tenn of such 
repurchase agreement, (b) is not subject to liens or claims of third parti es and (c) 
has a market value (determined at least once every founeen clays) at ieast equal to 
the amount so invested; 

(4) certificates of deposit of, or nrne deposits in, any bank (including the Trnstee or 
the Bank.) or savings and loan association (a) the debt obligations of vvhich (or in 
the case of the principal ban.k of a bank holding company, the debt obligations of 
the bank holding company or which) have been rated at least equal to the rating 
assi£med to the Bonds bv each Rm.in.2. A2encv then ratin\Z the Bonds or (b'\1 which - ,,' -- ._, ... ._, 

are fully insured by the federal Deposit insurance Corpora,ion or (c) ,xhich are 
secured at id\ times, in the mann er an d to rh e extent provided by !aw, by co\l,iteral 
security (described in clause (1) or (:2) of thi s ckfin.ition) of a market value (valued 
at least qu arteriy) of no less th;rn the amount of money so irn ested; 

(5) shares in any inveslment cornpan) registered under the Federal .Investment 
(Jovemrnc:ntal Agency Act of 19 ➔ 0 whose shares are registered under the Federa1 
Securities /'.ct of 1933 and whose only JO\ esrrnents are go\'ernment securities 
described in clause (]) or (2) of 1hi s c!efmirion and repurchase agreements fully 
secured by government securiries ciescribed in clause( !) or (2) of this definition 
anc!ior other obligations rated .:\AA by S&P; 

(6) tJx-exempt C;b]igations of any srate of the h1itd Sta tes, or po!ttical subdivision 
thereo f, \vhich are rnte-d A/'\ CY!' bett~1- SS:P or mutual funds invested only rn 
such obl1galions; 

(7) unit s of a u1.\2ble or non ~:-1 \_abi;: gc1,.-(· rnn:cr1t rnuncy-iTLlr~ .. -::·t pur-tf'olic1 c·utnpc,sed of 
lJ.S. Govcrn_rnent obligati•Jns a.nd r,: p1-1rch21 se ~1gt,: en}e:~t:.t~ c1]l!::.te::-~li2ed b\' s·1.! 12h 
obligations; 



e:J) C(:i.rporace nc)tes or bond~:; \\·1th ~:n~e yc~u- or lc-5~ ~(1 r:~-~:~u t~!y rcnc:c-! :ri o:":c- of th,: t·q -c1 

highest R:uing C:1tego~ics by S&P: or 

(JO) shares of mutual funds. each of 1.vhich ~hall have the fo liowing che:racterist ics 

(iJ The mutual fund sh::dl be an open -end diversi f;,:d im estment company 
registered unJer the Federal lm estment rnmpany ."\er of 19-rn . as amended; 

(ii) The management company of ll1e investment cornpany shal l ha 1./e been 
in operation for at k ast five (5) years: and 

(iii) All of the securities in the mutual fond shall be in investments in any 
one or more of the investments described in ( i) and (_3) abo\ e. 

·'Prior Bond Legis/otion" refers collectively to the i 978 Bond Legis lation, the 1982 Bond 
Legislation, the Series 200 1 C Assistance Agreement, the Series 2002 Assistance Agreement, the 
Series 200 l G Assistance Agreement, the Series 2004D Assistance Agreement, and the Series 
2005B Assistance Agreement. 

"Prior Bonds" refers co ll ec tively to the Series \ 978 Bonds, the Series 1982 Bonds, the 
Series 2001C Loan, the Series 2002 Loan, the Series 200 1G Loan, the Series 20040 Loan, and 
the Series 20058 Loan. 

".Progrom" refers to the lssuer·s Pubiic Projects .Flexible: Term Program designed to 
provide financing for the expansion, addilion and 1mprnvernenr. of public projects for 
governmental entities. 

"Program Adrn inistrmor" refers Lo the Kemucky Rura l Water Association, Inc .. Bov1iling 
Green, Kentucky. 

"Program Reserve Fund' refers to the Program Reserve fund created and established 
pursunnl to Section 4.2 of the lndenture. 

"Project" refers to financing the construction of a \.vate r line e:densic1n of approx imately 
7.9 miles to serve 152 new customers in Boone County, including new \\8ter line extensions 
along Buffalo Road (Highway L92) , Highway 42, Dickerson Road, Crouch Road, Cleeks Lane 
and Webb Road, with nppunenances, wi rh the proceeds of rbe ObliuaEi ons. - - ~ 
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··Requisilion (~err~/icorc' .. n-~c;1ns tl-:~ f1_);-iT (ll~~~C~!~ci hc:-~~to 2s Exhibit B to bi.~ U[il1zed h~ .. 
tfl 2 Gc\· 2n7 n1cnLal !~1gc~ cy. 1n c,~-, ~J;r;;r~ g ci: .~bu::>en :enLS of the L. 00.:1 fru1Ti :he Gc,\:erTin1cn tai 
,, t• ·'.', .. ~('~- 2.cc o11nt ~s u1e PnJJC~L nrCJQ:res ses . ,-\ = <;: " - ) • - · • - - ' -

~·J?esr:,.•ri :c· 1~·u;1c{ - rcf-:r~. t(J th-: Eu'.\ (,c~~ Pen \\ :Ji.C i. [)i3\Tl(t \\·e1~cr,,.-\ \·_.tk) Dc~-,l :':~c1·,. .. i(c· 
R;::;SCT\.·e fu nd: created u~ th~- P1~lo1~ .Borld L ;;-;g _;-;~?t;c;.n and\'. h1ch fZc scr\ e Fund \\·ill Cf)ntinue. to l->c 

. , ,. th b~n~f,• •.f •111 ·' ·h. 8 .)!' -1,·· rnc.1inta1ncd ro.r e t:..,1.,..., '" ... t uJ. ,~ ut L.t.:c:. t ,ll."l. 

"Revenu!:! Fund' refers to tl1c: f3uliock Pen \\ ater D:suict \Vater,vorks Revr:m1e Fu nd 
uc:itd ic1 the Prio r Bond Legislati 1.ir1 and v,hich Revenue Fund will co:1tinue lo be maintained 
for the benefit of ali 1Jf th e Bonds. 

"Series J 9 7 8 Bonds" refers to the original authorized S 1 ,2 77,000 of Bu I lock Pen \Vat er 

District \Vaterworks Revenue Bonds c,f 1978, elated December 21 , 1978. 

"Series J 98] Bonds" refers Lo lhe origin2l au thori zed S J:25 ,000 of Bullock Pen Water 
District Waterworks Revenu e Bonds of 1982, dated August 6, 1982. 

"Series 200JC Assistance Agreement" refers to the Assistance Agreement between the 
Kenrucky Rural Water Finance Corporation and the Governmental Agency , dated May 1, 2002, 
authorizing the loan in the principal amount of S715,000 from the Kentucky Rural Water 
Finance Corporation Publi c Projects Revenue Bonds (Flexible Tem1 Program), Series 200 1 C. 

"Series 2001 C Loan .. refers to the loan to the Govemrnentai Agency in the principal 
amount of $715,000 from the Kenruck-y Rurai Water finance Corporation P,1blic Projects 
Revenue Bonds (F lexible T erm Prograrn), Series 200 l C. 

"Series 2001 G Assistonc:e Ag,-eeme11(· refers ,o the Assistance Agree ment betv'.een the 
Kentucky Rura l \\later Finance Corpo ra ti on and the Governrnemal Agency , dated July 30, 2003 , 
authorizing the loan in the principal o.mount of Sc+60,000 _from the Kentucky Rural Water 
Finance Corporation Public Projects R,.::v en ue Bonds (Flexible Tenn Program), Series 2001 G. 

"Series 2001G L oon" refers to the lo2n to the (3ovcnrn1enLal Agency in the principal 
amount of S460,000 from the Kemuckv Rura! Wmer Fir.ance Cornoration Public Projects 
Revenue Bonds (Flexible Tenn Program),. Series 200 l G. ' 

"Series 2002 Assiswnce A2reen1c:m" refers to tl1e Assistance Agreernent bet,veen the 
Kentucky Rural Water Finance Co;orarion and the Go\·ernrnental /\Q.enc~· , dated Ju ly 31. 2002. 
au thorizing the loan in lhe princ/pa! amount of S574 .000 from the 1<:entuckv R-urnl -Water 
Finance Corporation Publi c Project; Refunding Re\cl1Lie Bonds rFle., ib1e Temi P;·ogram), Series 
2002. ~ . ~ 
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··,c:;:::-'Ffe5· :ou-i[) A SSi .. \"h.'i!(',! --l_? ;•c;c·iti,?F!r'' rc:r~;-s IU l;7e' .'"\~si:-;t?. ncc . .\grc·~;T1er1: be t\ \ ~en the 

Kcc;t;_:ch~- Rur2l \\"?ter Fir~ ~:rlL\: c·or-po~-~~:.ion ~~n d l;7:: (j(_)\ :>rnn·:c-n~:il .-:\gc~i";C~,- - l~~CltJ C)ct(_1ber 19~ 
=(){)-l- , ~z·:r~g lI1f l1J;.:u1 .in th~ pr11: cip2.l 2rr:o unI of S~) 3.U(1(1 [ ·orn lhc 1(e:Jtuck·> R .. urai \\ 'acer 

· (,.... -.. ·, •· ·1"' 1 ··· rr-' L. : 1L' l1· ,-. [) r ,-, 1· ~c ts Re f\r,-: d l r,· [' :::~_: 1 :·1, l I r:_,·.:,·_i_\_ .. ) \ ;~ r ..... 1 .i . • .: • • •l L R.c> •. ;., c'.L u r: _;~ 1,)n., ..--1~~ 1 ;-_~ ... i ~-.x.1· h,_, 1, 1:> Fin:1nce _or-~,( .... t'- Ll1.u - , ..i. I., ·'·<'- ~-- . - - .... . I- ..... J ' - u -- - -

. - ; ' )'' J.'1 'Te:-n1 Progran·1 J~ ~,:-r1cs ~1 u . L -

"Series JOO.JD Loan" refers to the loan to the G,.11, en1rnenla l A. gene~ in the principal 
amoun t of S98 ,000 fro rn the Kentucky Rural \Var.er Fimrnce C<)cporn tion Pub lic Proj ects 
Refunding a;id lrnp!·o\·ernrn1 Rnenue Bonds (Fkxible Tem1 Program) , Serie, :.::oo~tD 

'·Series J0()5B Assistonce .'!greerne11r'· refers lO the _..l,_ssiswnce A:;m::crnent be[c\een the 
Kentucky Rural \Vater Finance Corporation and the Ciovernmental Agency, dated October 19, 
2004, authorizing a loan in the princ ipa l amount of S5 l 4.000 of a total loan ot' SS0--1-,000, dated 
October 19, 2005, to the Bullock Pen \Vater District from the Kenrncky Rural Water Finance 
Corporation Public Projects Revenue Bonds (Flexible Tern~ Program), Series 20058. 

''Series 2005B Loon'' refers to S514,000 of a total loan of S804,000, dated October 19, 
2005, to the Bullock Pen Water District from the Kentucky Rural \Yater Finance Corporation 
Public Projects Revenue Borids tflex.ible Term Progr-an,), Series 20058 . The Series 20058 Loan 
is evidenced by a separate Assistance Agreement of the same date as this Assistance Agreement, 
and \Vil! be used to finance the construction of a water lme extension of approximately 21.75 
mil es to serve 173 new customers in (3rant Coun ty, including new 1Nater line extensions along 
Chapman road, Lawrenceville Road, Juett Road, Cio!d Vall ey Road, Tangl,>vood Estates, Mt. 
Pisgah Road, Gold Valley Spur, Kjnman Road, Kentu cky 36, Jonesville Folsom Road, Calendar 
Road, and Buffalo Rjdge, 1,,vith appurtenances. 

"Sinking Fund' refers to the Bul lock Pen \Varn District V, 'atenrnrks Revenue Bond 
Sinking Fund cre;:lted and confo·rned in the Prior Bond Le~islation , 

"Sysrem" refers to th e Governmental Agency's water\\'Orks system, toge ther 'Aith all 
future extensions, additions and impro,·ements w said Syste.m. 

"r " ~ l -- f l < .. , l 1 rensurer rerers tot ·1e l reasurer o t ,e .JO\'anrncnl:1 /\gency . 

"Trustee" refers w Regi(1ns Bank, N::i.shville, Tennessee. 

"U.S. OMigations'· ret'et-s to bonds. notes . or Treas tir\ Bills. r,hich are direct obli:2:ations 
of the United Swtes of Am eri ca or obli\ZaLions fu'ih· 2u :1rante.ed bv ~he Lnited State::; of A;nerica. 
inc ludtng book-entry obli2:ations of the United St;tes Treasu~-State and Local (~o,·emrnent 
Series, and Trn st Receipt s -represc::ntin,z an o,xnershir.i interest in ·direct obl i2at ions of the United 
States. - • -

c, 
0 



rern:, i:1 out~:anc~ing. :-a~~ ~:-·s t~m--~~J-i '. ~~- ,i -,,n::c'.. ~·ci:·,,:-,;;kd. opcrat,:d a:•d ira:1~t:ii11ecl for the 
.,u .... ~·, '.i:7r, ~OtP-cc u : j)d\·1 11en t o!. ul c ,J~ .. 1 1c'. '.) :,.-s i_e1n is (;crcb~1 dccicired L1J cc•t1suru ce 

~e~u~;;'(c ~~;-
1
~1j,~;;·.,id, ;n(/~. '.:~:m:ng c,rd c:r,r< ~,:" 1c:,;c t' :~ c,.:.io rF 58(110 to 58. Jc!(} inclusive . of 

the }( enLUCh)' r<..c\·1y:'.u ..J~~hut ,_0 

Section 3. ...\uthDrinition of Obligati uns: P!Jce of Paym en t: _\J a nner of 
Execution. That pursuant to the Cons1irnrion aild l2ws of Kemucky, and p:irt icularly said 
Sections 58 .0 JO to 58.140, incluSl\e oC the Kentud::, Re' ised Statutes, \he Govermnental 
;\Qency hereby authori zes the borrowing of S2 90.C100 from the Program, for r.h e purpose of 

- 'd' f' d · f'~ · [\.l e P1·0 ; 0 ,~t Th ,, n h\.,,.-, ;"n,· ,- h~ ·1 ·1 r•··i•tl'" o- e:;i--h J ,:,11L1a1-\,' 1 bea1·n·1 1·no prov1 ,1ng 1un :::i ur 1 . ~ .... 'J.• .... ._. , .. ....... ,,---0 .. ~..:: .. 1'.,, l,• .. ' .. ,, J~-' ' i!:!,.. l 1c: 1; cLt. ..:.L _· ✓ .:::_ L1 _ :::::: 
J,,-u~i--).' 1 ...,007 and cu!ll !num2 tnereafter rhruu:2.ri 2.ncl until hnu;,w; 1. 2(;JJ . rn sud1 pnnc1pal 

1,.11 1 l. l , -- ~ '-' ., ' • 

amounts, and shall bear rnterest payab le on th e lnte rest Payrnent Da tes, commencing December 
l, 2005 in th e maturiu es and at d1e interest r2,tes se[ forth in Exhibit A :.Htached hereto. 

The principal of, redemption price , if any, and interes t on the Obligations shall be 
payable in lav,,fiJ l money of the United Statc:s ot' Am erica on the lnteresl Payment Dates. 
beninnino December l. 2005 to the Trusree for the Prrn;:ram. Such pavment shall be made by· the 

~ ~ , ..... ~ 

Governmental Agency fro m funds on depos it in the Sinking Fund pursuant to the ACH Debit 
Direct Payment Method (the ".A.CH Debit Direct Payment t\'lethod"') as described and detailed in 
the ACH Debit Direct Payment Authori za tion Form (the "r'\CH Authorization f 01111") in a fom1 

as provided by the Trustee to th e Governrne;ital Agency. The i~.CH Aurhori zation f 01111 shall be 
completed, signed and forwarded lo the Trustee prior to the Governmental Agency receiving any 
of the proceeds of the Loan. 

Pursuant to the ACH Debit Direct Pa_ mem !ethod there hall be transferred to the 
Trustee on or before the first day of each month, from the mk.ing Fund. the amounts herei nafter 
specified: 

(1) An amount equal to one-si.xth ( 1/6) or the interest becor.,ing due un the 
Obligations on the next succeeding interest due date, and subject to a credit for 
the amount on deposit in the Sillk.ing Fund transferred thereto on t.he date of issue 
of the Obligations; plus 

(2) An amount equal to one-twelfth (l / 1 _) of the principal amount of al l Obligations 
man.iring a n the next succeedirnr January l . 

Notwithstnnding the provisions or parngraph l 1) abow, because the !:suer must ma\..e 
payments on the Series 200 - B Bonds everv Febrnar 1 and , ueust 1 and the Go ernmental 
Age~cy must make monthly principal and intere~c ·payments C::n the Interest Payment Date 
to~~1rng the Govemmemal Agency's pr nna share or the princ ipal and inte rest payments on the 
Senes 2005B Bonds by each January 1 and July 1. tbe Go\'emmemal Agency"s initial eighc ( ) 
i~~:.ents on ihe Obligation will inc lude intere 1 umortiz d from October I. ?.Uf 5 to August I 

R . In ,H.kltt ion, i_n the ever1c the li uer 1s requird tL wiihdr:1v, iT1uik•) fruin the Frog.ram 
eserve FL1nd established pursu::im ro the Indenrun:: tn ,:cl> rhe pnncipal of and interest on the 

9 



Oblig::iiiuns an~ a1?. Oc~lt~ F~'.~~1:~r: ~s ,i:u,: L_'.~'~•.:,ri ''thi ~' :~SSLLance Agrce1rer.l on behalC '~.--· ,,t_-_·) ;.,::.'_.: 

Go\·cn7111 ent::::l ,-\gt:L'-} ( L:;r: l"'-'~~\.-, \-.. ,,-, ,(. .. , . ..L (.: ,\ L:1 ) . ~nt- ern_rnt:: nt2~ .\:t:-r:cy s!-1,dl pc:.~: ~ _ 

T,-ustee~ 1n each n1onth, pursuan ~ tu Ih1.: .~C-}-J :Deb it Direct I 0,,,tethoC an a.rT1.ou nt to 
~; le<1st l 12 of the Reser-..e \\";J,cir:,1.-., ,'.. p'.u, ::,ccnlc'C1 lfl[C:i"c: S[ thc,·c,:1 'l a, [!le: ralc equc1 l to 

1 ·ahu,t 1:1te of ir1terest na.1d b ·v· the: 1n\·esur1ent~ 1nak!.n~ up 1hc Prc12ran1 kc\scr\-·;._: Fu:10 LE:ul such 
;

1:se~~e :~'ithdr2,1,, al ha~ been 1·eplerishcd - ~-

cction 4. Redemption. (a) Opii 11Lil R_d rnpr ion Obligations man.iring on and 
prior to January 1, 2015, hail n01 be subject to redemption pr1 rt marurit)- . ubject to the prior 
written approval of the Compi1anle Group. Oblig:Hions maturing on or after J:muary L, 2016, are 
subject to redempt10n, in ,vhole or in pan. by the Go ve rnmental Agency pnor to their srn ed 
maturities, at any time falling on or after January 1, 20 15 upon payment o[· the principal amount 
to be redeemed plus accrued interest to the date of redemption. on the dates, subject to 
redemption premium stated as a percentage of the principa l amourn to be redeemed as follows: 

Redemption Date (Jntlu ive) 

January 1, 2016 through December 31, 20 I 6 
January 1, 2017 through December 31, 2017 
January l , 2018 and thereafter 

Redemption 
Price 

101 .00% 
100.05% 
100.00% 

In the event that the Governmental Agenc y desires to optionally redeem a portion of its 
Obligations, such redemption shall be in a denomination equal to 55 000 or any integral multiple 
thereof. 

(b) Notice of Redemption. The Governmenta l Agency shall give the 1 suer and the 
Trustee notice of any redemption by sending at least one ~uch notice by flist clas United Stales 
mail not less lhan 45 and not more than 90 day- prior to the date fixed for red::!rnption. 

Al l of said Obligations as lo which the Governmental Ageocv reserves and exercises the 
r,igbt of redemption and as lo which notice as aforesaid shall ha~e 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. Obligation Pa) able Out of Re, cnue on a Parity , ·ith Prior Bonds. 
All of the Obl igations and Prior B nds, 1orrether with 1he interest thereon and such additional 
?onds ranking on a parity then~witb heremf~re issued and outstanding and that may be hereafter 
LSsued and outstanding from time to time under the conditions and restrictions here inafter set 

•\ ~ '* ___ .;,, fo~~ s~all be payable out of the Sinkjng fund. as heretofo re created in the Prior Bond 
/ . .· Legislation and as hereinafter more spec1ftcallv provided, and shall be a va lid claim of the ho lder 

· ' lhereof only against sJid fund and the fixed p(~r1ion or arnoun.t of che Lncome and re\ enue of the 
System f , "d G . 0 s,11 ove1nmenta l Ageric} pledged w said fund. 

Section 6. Comp1,·anr" ,,·1·•11 p . C P . ,. '-- n . n d L . ~ l ar1ry t.1,rr~gt> .d:~qt.nrrn1 ~ntJ c. t.. i. i'iVr .uvn 
egislatinn. It is ber,-b::, declar"d lha1 · B d - ... m a-..cord:.mc~ with the pro,·1~ion_ of the Prior on 
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P.n~Jr tt) Lhe 1:::, su~n1 i~'C o:· 2.11:. iJ!- lh;:'. (Jh Lg aLic1ns [·:c 2:ud1.:Jrizf-~cL there \v ill be Legisht1on. . -
rr\)CUTed an a fllc:d \.\"itf: the (jCr\."C rilJTiCT:i. ? l ;-\gt: l! C) C'lc: rk \) r s~:ici ( j (.\\ -~:~1.~n -.:11::-d .-\gency an y :Jnd 
~d1 5u_tten1cnts or ccr·tificar.ions for Ll:c purp\J :-ie of h;:,.:ving b\·)Lh pr in\.~· ~·1nd 1:-:.terest on the Prior 
B\yr·:d; and the Ot-.lig~~t101~ herc"b:· cut l-h)~!zcd 11 :.::: :--~~tdc t:r:-: 2 }'2:-!!~- f!·,-·~:.; ~~-: e i~:c ,_) :·r:.e :::~~d r::'-;tnu -::s 

- .. ,- __ , ----, 1 ·- rt,-,:,; ,-, J l!r~·t 1-1i~.11.,,• pri ·y:-· 1)- , . - L· oi s<.1id .:-::iy~ L•::11: -J-i,.i: ::-:...,l,._. t ._,L--:1..-. 11 ..... •-•=: . .• c,t c,1.., 11li.J . 

Section 7. FIO\Y of funds. All proceed ings preiim.inai-y to and in con__nenion v, ith 
the issuance of [he Prior Boncls, wi1ereby pro\ is ion 'Aas rnack for the receipt , custody, and 
wptication of the proceeds of the Prior Bonds: f,Jr lhe opera tion of s:s.1d Systtrn ,:in a revenue
p:·oducing basis; for cbe segregation .. a11ucation. and custody the reven ues derived from the 
orerntion of the System; and for the enfoi·ccrr:ern and payment of the Prior Bonds: and all other 
covenarm for [he benefit of the bondholcle,s set out in the Prioc Bond Legi slation, ace 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 ivere repeated in fuil herein; pn)\ided, 
further, tha t, hereafter, the income and revenues of th,~ S y·s tern shall be co I leer.eel, segreg ate d, 
accounted for, 2nd distributed as follo ws 

A. Revenue Fund. The Governmental Agency covenants and agrees that it 
will continue to deposit into 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 speci fied in the Prior Bond 
Legislation, as hereinafter modified by this Assistance Ag:-eemem, a\l as permitted by the /.\ct, 
and in accordance with previous contractual cornmitments. 

B. Sinking Fund. lt is hereby recognized then the Go\en1mentai Agency 1s 
obligated upon tbe issuance of the Ob ligations to provide for the ad di tional debt service 
requirements of the Obligations, 

There shall be transferred from lhe Revenue fund and cieposiled into the Sin.king 
Fund on or before the 20rh day of each month, for payment of interest on ~md principal uf the 
Outstanding Bonds, incl uding the Obli gations , a sum equal to the Lot:c\l of the folk,.,\ ing: 

( 1) An amount equal to one-sixth (U6) of the next 
,. 

succeee11ng six-month 
interest payment to become due on the Outstanding Bonds, plus 

(2) A surn equal to one -t\\•Cl flh ( 1 /12) o f th e principal of any Outstanding 
Bonds maturing on Lhe n,~xr Sciccecdin.g principal pa\·rnent date. 

l l 



lf 1he Go vemmentil.l .-\g-·ncy ·,) r an , recison shall fail to make an}' monthly 
deposit as required. then an amot tnl equ.!I t0 the ckfic;en ·y .:hall be set apart and dep:nted inm 
the Sinking Fu1:d out of the first a, ailabk: re, enue~ 1t1 the ensuing momh~. \,\ hich amount shu.11 
be in addition to the monthly deposit othJ,,1se required dwmg such ·ucceedi.ng month . 
Whene\·er Lhere shal l accumulate -in the Sml-.ing Fund nmourns in excess of rhe requi.rernents 
during the next rwelve months for paying_ the principal of and interesr due on the Outstanding 
Bonds, as same fall due, such exce s may be used for redemption or prepayment of an_ 
Outstanding Bonds, subject to lhe tenns and condi tion se1 forth therein , prior to maturity. 

C. Depreciation Fund. Pursuant to the pro-..,isions of the Prior Bond 
Legislation, there shall next be transferred from the Re,·enue Fund a sum sufficient, eacb month, 
to mot.ntain a bal ance in said Depreciation Fund of at least the sum required by lhe Prior Bond 
Legislation, which shall be deposited into the Depreciarion Fllnd. 

Moneys in the Depreciation fund may be wilhdrnv:n and used by the 
Governmental Agency upon appropriate certLficalion of the Governing Body, in accordru:1ce 
with the provisions of the Prior Bond Legislation, for the purpose of paying the cost of unusual 
or extraordinary maintenance repaiis, renewals and replacements not included in the annual 
budget of current expenses and/or of paying the cost 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 tbe purpose of making payments 
of principal and inre.rest on the Bonds if the amount on deposit in the Smking Fund is nor 
sufficient to make such payments. 

D. Operation and 1 'laintenance fund. TI1ere shall nex't be transferred 
monthly from the Revenue Fund and depo ited imo said Opera tion and Maintenance Fund, sums 
sufficient to meet the cun-ent expenses of operating and maintaining the System. The balance 
mnint::iined in said Ope-ration and Maintenance Fund shall not be in €),,-.;65 of the amount 
required to cover anticipated System expendirures for a two-month period pursuant to the 
Governmental Agency's annual budget. 

E. Surplus unds. Subject ro the prov1s1ons for the disposition of the 
income and revenues of the System as set forth hereinabo\e, which provisions are cumulat ive, 
and after paying or providing for the payment of deb1 service on any subordinate obligations, 
,there shall be transferred within si.xry days after the end of each fiscal year, the balance of 
exce~s funds in the Re\'enue Fund on such date, to tbe Deprec iation Fund for application in 
accordance with the term of this Assi tance Agreement or 1c, the Sin.king Fund to be applied to 
the maximum extent feasible to the prornp l purchase redemption of Ou1~randing Bonds. 

. ~rovided, ho'Ae,·er, notwithstanding an)1hing Lei the cnntrary in any Prior Bond 
Lcgisl_:H:on, the Governmental Agel1C) sh:.ill be allO\\ ed a credit to the ex:tenc o[ moneys on 
de?osit m the Program Reserve Fund for the purpose of meeting any p~ity requirements in any 
Prior Bond Legi lation: subject howe\'er. to the limil:ition thar monev:; in the Program Reser\'e 
Fund ma, o~ly be used t· , make _pa)·rnent of the Go\ errunent ,\gency Jue under this Assistanc.;e 

. Agreemen t, if necessary, and; pro 'lded funher tha r the Tru ·tee r1 :l) not seek payment for any 

!2 



/\ssistJnce 
to be acceptc:d in the Program. and rece1p1 the 
proceeds of the l be applied as fol 

the 

Lcf2is1Jtion 

Co, c'rn mcntai 

that Lh:: Lo,m 1s 
_!\genc:v of t.he 

and paid from the 
-~ .... ::.,:>c-L:: c1 f 1·h """' Ob L.z_ at] ons the fees 2.nd costs ln curred tl' ::_., \·crnrnenL2l 1\.gencv and an_...,,. p1 Ul...,G•....- ..J.-.i L..:..t\.. ~ 1-.. _ • 

other pertinent expenses incident to the issuance. sale and delivery the Obligations and such 
other appropriate expenses as may be 2pproved by the Governmental Agency Chief E.,;ecutive, 
including but not limited to the Governmental Agency's pro mm share of the Program's fees and 

expenses. 

The balarrce shall be deposited to the Go\'ernmental Agency Account to be used for the 
Project. 

(b) Governmental Agency Acco11nl. 1l is hereby acknowledged that a fun d entitled 
" Bullock Pen Water District Governmental Agency Account" (the ''Governmental Agency 
Account") has. been created and mainta ined by the Trustee pursuanr to the Indenture; and the 
amount on deposit in said Governmental Agency Account shall be app lied to the e tent 
necessary, to pay I.be cost of the Project. 

lnvesnnent income deri\·ed from investment of the Governmental Agency Account, 
which shal l be inves1ed in Pennjt1ed tmestment in accordance with this Assistance Agreement, 
shall, as received, be deposited io Lbe Go\em,mental Agency Account. 

The Trustee shall be obl igated 10 send written notice to the Governmental Agency of the 
need for investment directions if and whenever fund s in excess of $50,000 shall remain 
uninvested for a period of more than fi\'e days. In the absence of ,vritten direction from the 
Governmental Agency v,.:ith respect to investment of moneys he ld in the GO\ emmentaJ Agency 
Account, the Trustee is hereby directed to invest funds in mo rrey market mumal funds of the 
Tmstee or its affi liaLes chat qualify as Pem1itted ln\'estments under this Assistance Agreement. 

. Payment from the: Govemrncm:1I Agency Account for costs in connection with the 
ProJect shall be made only upon a Requisition Certificate deh\·ered to the Trustee which has 
been approved by the Engineers having charg~ of supervising the Project , and countersigned by 
!lie Go emmenta! Agency Chief Execulive, said Engineers to certify in each instance th at the 
Requ isit ion Certificate represent a sum acruelly earned by and due to the proposed payee under 
a comr~ct ,,;itb said Gon."mmental . gene~ for \\. rk perfom1ed and or materials furnished in 
connectu:in wirh the Project. or represents a um n-e1..:essary to be e,pend.:d for l:l.11d and/or nghrs 
of way necessary robe acquir .. d b) the Go\'Lmmen tal AgcnC) i connes:tiDn \\·ith said Project. 
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\o ·cure sha.il be rrade t'n:-:rri the (fiJ ;1_rn:-:nL1_l .~\gene::, .c\ccOLE7 1 exL·cpr. 

~1ur\1()tizcd e\.peri~:f.'.S rel t' ;~I it: :,~'C<i ;·,_~,·1~ c :~• '-.\ >~:~ t}:e contracts. 
PJJper 

and 

on dcp(isir. 1n the (JO"t"ern_111 1~ntal . .:.\cl'ounL sh~l!L ·e(~~ Ln ur~y· and all applicable legal 
provisions and applicable arbitrage regul?tions tlece~sary· t,") assure the of interest on 
the Obligations frorn Federal income upon ord,:rs ut· lhe Governing be' 
transferred to the Sinki ng Fund, to bi:: usc:cl for the purpo~;e:; thereof 

Sect ion 9. Arbi trage Li mit ati ons. (a) The Ci(:,1,ernrnental Agency covi:nants that 
neither 1he proceeds of the Obligations, nor '·Non--Exernpc Re1,enues" of the System, as defined 
bdow, will be invested in investments \'-hich will produce a net ::1djusted yield in excess of the 
net interest cost (effective yie ld) of the Obligalions, if such investment would cause SlJCh 

Ob ligations to be treated as ·'arbitrage bonds" \vithin the rneCt.rung of Section 148 of the Internal 
Revenue Code, as amended, and the applicabie regubtions thereunder; provided, however, that 
such proceeds and/or revenues may be invested to whatever extent :rnd whenever the Code 
and/or applicab le regulations pennit s,1me to be invested wirhour causing the Ob ligations to be 
treated as "arbi trage bonds." 

(b) "Non-Exempt Revenues'' \Vi thin the meaning of the fo regoing shall be deemed to 
refer to revenues of the System deposited in any ot' the funds earmarked for or reasonably 
expected to be used for the payrnem of debt service on the Oblig:1tions, in excess of ' 'Exempt 
Revenues," which Exempt Revenues are: 

(1) z11no unts ciepos.ited in the Sinking Fund for the purpose of paying debt 
service on any Ob li gations against che System µ,. ithin thineen ( 13) months from the elate 
of deposit; and 

(2) amoums depo,;ilec! in the Depreciation Fund or any si.rnilar reserve for 
replacements, reasonably e:,;pect;::d to be used for extensions, additions, improvements or 
replacernents to the Systern , and not reasonably expect,,ci to be used to pay debt serv ice 
(even if pledged to be used to pay debt service in Lhe evt:nl of the unexpected inadequacy 
of other funds pledged for tha t purpose). 

(c) lf, and to the extent that any Nern-Exempt Revenues are on deposit and are 
a_va ilable for investmen t by reason of 1he foregoing, such funds sh::dl be subject to the in'.·estment 
li mi tations set Ollt in Subsec tion (a) ubove. 

(d) On the basis of inforrn2 tion furnished to rhe CoverT1.m,::nta l A2enc\·. on kno\111 
facts, circumstances and reasonable expectations on the cLne of enactrnent c;r this Ass istance 
Agreement. the Go\1r::rrn11•'·1·L,l :\o~r1(·,,· c·•,-,,-,-i1'·te- a··· t·c-1!!01,·,'.· , · ... l • .• 1 .~.:;'---· .. ,_,\.. ~, .. ::, . . ,.· ··~·· 

( i) That ir 1s net expe,;·ted c,r ,:oLli!n~pL::lc'.d c\n[ rh,:: pruc,:eds of the 
Obligations 1,vill be used or inve~tt'::l in :.rt;\ n:,'J\ner 11, hich \\iii ,:aLhe any of the 

1 J. 



ted cJn the d2t-~ 

(3) That it is expc·c t,:d and conkrn~,lated that the Governrnr:ntal :\gc:ncy ,viii 
comply with (i~ all of cl:e reqc1:r~:,·1ents of Sectior, 1~13 of' the Cock: and (ii) all of the 
requjrernents ot the appllcabl::~ regu\attons thc:rcu::.d(:r, to \\·hatever e:< tcn 1. is necess:..1ry tc 
issure that the Obligations will not be treated as arbitrage bonds. 

(4) That it is amicipated chat amounts on deposit in the Sinking fund will be 
used within lJ monlbs from the date of deposit for the payment of debt service on the 
outstanding Obligations and all Prior Bond parable from said Sinking Fund. 

(5) That amoum_ accumulated in the Sink ing Fund shal l not exceed the 
1 imitations set forth in this Assist,mce A.greernent. 

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

Prior to or at the time of delivery of the Obligation , the Government~ Agency Chief 
Executjve and/or the Governmental Agency Treasurer .:ire au thorized toe ·ecute the appropriate 
·certification with reference to the matters referred t0 above, setting out aU k.nown and 
c<mlemplc1ted facts concerning such anticipated i.nvestmenl of lbe proceeds of the Obligations, 

. including the execution of nece:sary and/or desirable certifications of the type contemplated by 
the Code and applicable regulations, as amended, m order to assure that interest on tbe 
Obligations wil l be exempt from all federal jncome rnxes and that the Obl igations will not 
constirute or be treated as arbitrage bonds. 

Section JO. Parity Bonds. The Obligotions shall noc be entitled to priority one over 
the other in the applicauon of che income and reveirnes of the Syslem, regardles of me time or 
tiru~s of their isst1ance, it bein g the Lntention that there shal I be no ~rioriry among the 
Obligations, regard less of th e fact they ma_ be actually issued and de livered at different times , 
~d provided further that the lien and _ei.:w·ity of and for any bonds or obligations hereafter 

_ 1J511 :d that are _payable from the income and revenues of the System, shall , except as set our 
lierem be subject to the priority or the Prior Bonds and the Obligations as may rrom time to time 
be outst:rnding; provided the Go\·emmc:ntal Aeenq has in sa id Prior Bond Lt:s! i·lation reserved te right and_ privile_ge, and doe hereby rese;\e the righ! and pri\ikge, of i;sumg additional 

~nds froin ttme to rime poyabk from the tnc mw and re\. .'. nues of the System rnnking on ~ parity 
With the Prior Bonds and with tht Oblig;.11io11.5, bm on ly under the condincn5 specified i.n the 



, .. 
c or1Cl~IU:":S 1mo :lccount the 

TI·1e CJ~_")\·~r11!~-:entcl ,!.\gency re sc.1r·-:c 5 the r'.g!1t l(l fi r:J.!:ce !\!PJT:~ c'(_t:~rS !()ns. c1dd iti\J!1S. 
anci.- or in1pn),:ernent:-; tv_rbe S_yst;..~n~ b~, .. 

1
[~: t L:::;u~~~icc _c.C ('t-:.~_ c!:· :r;.~'~·:-.:: :.:..l--:~it._::.:·_:~::~l __ s~:!:?:: c_,~~. L:~'~-:C~ tc.1 

.b s~,-11 ,?d h1,· 2 panrv lien on and , JL:1t1h· n;,,;ahk t,·,,rT'. . me r,~ , c1 1u,:s o! t.!'!e '.y,~t,.:rr. p kd2ed to e '-•'- . ~ ... -' I • r _t- ~- • .._ 

the Prior Bonds and the Obligations, pro ,; ided; 

(a) The fac ility or fac ili ties lO be corJsrructed from t!~e proceecis of the additional 
· bur·itJ .. ,c; or are made a .oan of the S\_·s~ern and its or their r;:>··:enues a;·e Dr' !edged as panty .1::, ·- . ' -

additional securny for the additional panry hon,.!5 and lh e (JlEslanding Prio r Bonds :md 

Obligations 

(b) The Govemrn,~ntal Agency is in compliance \\ ilh all covendnls and undertakings 
in connection with all of the bonds then oursianding and [)Jyable from the re,;enues of the 
System or any part thereof. 

(c) The annual ner revenue. (detineJ as gross revenue le~s essencio.l operation and 
maintenance expenses). of th e then existing Sysie:m for lhe fiscal year preceding the year in 
which such parity bonds are to be i sued, adjusted as hereinafter provided, shall be certified by 
an independent Certified Pub(jc Accountant to equal ar least 120% of rbe average annual debt 
service requirements for principal of and interest on the Outstanding Bonds plus the anticipated 
requirements of any Parity Bonds then proposed tO be issued. The calculation of average annual 
debt service requirements of principal and interest on the addicional Parity Bonds to be issued 
shall, regardless of whether such Parity Bonds are to be erial or term bonds, be determined on 
the basis of the principal of and imeresr on ucb Pari~ Bond being payable in approximately 
equal annual in rnllment . 

(d) The "annual net revenues·' referred to abO\·e may be adjusiet.! for 'the purpose of 
the foregoing computati ns to rellect: 

(1) any revision in the schedu le of rales or charges being impo ed at the time 
of the issuance of any such additi onal Parity Bonds, and 

(2) any increase in the '·annual net re,·enues·· to be realized, \v ilhin 12 months 
of the completion of the Project. from the proposed extensions, additions, and/or 
improvements being financed ( i11 \\ ho le or in part) by such addi ti.anal Parity Bonds; 
provided all such adjustments shall be bnsed upon and included in a certification of a 
Certifie.d Public Accountant. 

(e) Reference is made to the necessitY ot obtai ninQ the written con ·ent of Lhe Unjted 
Slates Deparunent of Agriculrure Rural Develop~ent or it. su~-:essor lthc .. RD'') for the i:;::;:.:::1nce 
of future bonds encumbering the System \\ h:k the RD hold: any bonds pay ah le from the 
revenues of the System. 
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1·h:: Gov::rnrnenral -\~ tt:c) h_=_,,;- ::by CC\- .:-~ t1,.~rt.s ;.::r:d ~~~ t-tes th2r .in r;1~ e·-:enL 2:1y add1uonal 
PJrit y Bor:c::; ~-:tc· i~.s1.,1 c~: ~i·1c G u\·c;-r-1.i11c 1:L1l :\g~n;:y s!~]!l: 

(b) Adjus, the minimum annual amount ,() be deposi ted monthly into the 
Deprecintion Fund on th e Sc~me l:,asi5 as tl,:,i p,escribc:d in the pro\isions establishing such 
Depreci:ition fund. taking in to a,:count i.h::_ fut·ure rep icice1nent costs of the: facilities to be 
constructed and c1cquired with the proc,~ed:, ot such add1r;ona l Pam::,· Bonds. 

The Govemrnent'.ll Ag,:ncy reserve, the rig.ht w iss ue Parit} Bonds w refl1nd m refinance 
anv part or all of the Prior Bonds and the: Ob!:gat ions, pro \ ideJ that prior to the issuance of such 
Pa~ity Bonds for that purpose, there shall hove been procured an cl fi led vvith the Govemme11t2.l 
Agency Clerk of the Govern.mental .Agency a swteme:1t by a Certified Public .Accountant, as 
defined herein, reciting the opinion based up<•n n€:'cessary im·es tigation that: 

(a) after the issuance of the Parity Bonds ., the annua l net revenues, as adjusted and 
defined above of the then existing system for the fis ·al year precedrng the date of issuance of the 
Parity Bonds, after taking inco 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 lc-s than 1 ]0~o of Ihe average annual debt service 
requirements then scheduled to fal l due in an) fiscal year thereaner for principal of and interest 
on all of the Outstanding Bonds payable from the revenues of the System. calculated in the 
manner specified abo e; or 

(b) in the alterna tive, that the average annual debt service reqtJirements for the Prior 
Bonds, the Obligations, any pre\-1ouslv 1s~ued Panty Bands and the propo~ed P3.riry Bonds, .ir. 
any year of maturit ies I.hereof afLer tbe redempuon of the Oul landing Bonds scheduled to be 
refunded through the issuance of the propo ed Pari ty Bonds, shall not exceed the average annual 
debt service requirements applicable to the then outstanding Pnor Bonds, the Obligation and 

' any previously issued Famy B nds for an} yea.r prior Lo the is uance of 1.he proposed Parity 
Bonds and the redemption of th Outstand ing Bonds ro be refunded. 

Section 11. Rac es and Charge for Sen ices of the Sy tern. \ hile there are any 
Outstanding Bonds, the rates for all sen ic~ of the S s1em rendered by t:1 e Governmental 
Ag~nc~ to its citizens corporations, or others req uiring the same, shall be rea onable and just , 
talcing into account and consideration the cost and va lue of said Svstem. the cost of maintainine 

· and operating the same, the proper and necessarv all wan ·e fo( depre ·iation lhereo ·, and th; 
· amounts _necessary for the retirement of the Outs-tanding Bonds and the accruing interes t on all 

Ohutstand mg Bonds as mny be Oltt5tandin_ under the provision f Lhis A si tance Ab:reernenr and 
l p· B ~ -

e nor ond Legislation, and th~re shall be charn.ed _uch ra s and amounts ns shall be 
~dequate Lo meet all requi rements of the proYis1on \.)f this Assiswnce AQ.reement. Prior lo the 
issuance of the OblJgarions schedule f rates and harg" for lhe se; ice~ rer.d",ed by the 
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The G ·er.unent3l Agency CO\enants thJt It" ill n.ul rc:dua the a,e - ~lnLi ~h2rges flJr che 
services rendered by the: Sy5iem wi hou! fir t filing \\ ilh the Go, c!l1nk·ntal Agency ( lerK a 
certification of an independent Consulting Engineer or a Cenified Public: .-\ccountant that the 
·'annual net revenues"' tdefined as grn ·s re, enues less essential operauon and mamtenance 
expenses) of the then existing System for the fisca l year precedmg the year m which such 
reduction is proposed, as _uch annu I net re\ enues are adjusted. after tak.rng into a count the 
projected reduction in annual net re\'enue anticipated to result from an) such proposed rate 
decrease, are equal tO not less 1han 110~,,, of Lhe average annual debt ervi ·e requirements fo r 
principal and tnterest on all of the then outstanding bonds payable from the revenues of the 
System, calculated in the manner specifi ed in Section 10 bereof, 

The Governmental Agency also covenants to cause a report to be filed \vilh the 
Governing Body within four months afLer t..he end of each fiscal year by a Certi f'ied Public 
Accountant, setting forth the precise debt service coverage percemage of the average annual debt 
service requirements fa lling due in any fiscal year thereafter for principal of and interest on all of 
the then Outstanding Bonds payable from the revenue of the System, produced or provided by 
the net revenues of the System in that fiscal year, calculated in the manner specified in Section 
10 hereof; and the Governmental Agency covenants that if and whenever such report so filed 
shall establish that such coverage of net re ·enues for such year was less than 120% of the 
average annual debt service requiremems, the Governmental Agency shall increase the rates by 
an amount sufficient, in the opinion of su h Certified Public Accountant, to esLablish Lhe 
existence of or immediate projection of, such minimum 120% coverage. 

Section 12. AH Obljgations of this Issue Are Equal. The Obligations authortzed and 
peonitted to be issued hereunder, and from time to t1 me 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 i suance, it being Lhe interuion that there shall be no priority among 
.• the Obliga tions, the Prior Bonds and any Parity Bonds authorized or pem1itted to be issued under 

the provisions of this Assistance Agreement, regardless of the fact that chey may be acrually 
· issued and delivered at different times. 

Section 13. Defeasance and /o r Refunding of Oblioations. The Go emmental 
~- · _. . · • Agency reserves the right, at any time, to cause the pledgi;.' ~f the revenues ecuring the 
~ .. : 1...:J'-.~•··outsta_nding Obligations to be defeased and released by paying an amount ir,t an escrow fund 
· ; t, · su~6cient, when in ested (or _uffic ient v.. itliout such imesunenl. a:. the casi;.' mav be in direc t 

·s,bl!gat~ons of or obligacions guaranteed by the United , tates of America, including book entry 
oollgauons and trust receipt represen1in !! an owne rship in direct obligations of the ln ited States 

, • _-of Arner_ica, to assure the availabi lity in -such escrow fund of an adequate amount (a) to call for 
redempt ion and to redeem and retire all or such 0utstanding Obligation , both as LO principal and 

_ as to m~erest, on the nex t or any optional redemption date, including. all cost - and e:penses in 
~:i~ect_mn lherewirh, and to pa) all prirn:ipal and in ere. t falling due on the outstandin~ 

0 t ~fm~~ns to a~d ?n said date. or l h) to pa) all principal and int;:-rest req\!ir~me:w; on the 
us an mg Obligauons as sami: mature, \\ ithout r~dc:rnption in nd, an .e ot me.ruri~, the 
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Section J ➔ • ContrJctuu! ~aturt" of As-;istance Agreement. Tl1<:: provi sions o~ this 

A,,c:sr"nc·~ Aareemem shall cons lir.uu: ::; CClntrnc t benveen the Ciovemrnema! A2encv and the ::,_,J ~LI V :;; - ,_.. .,. 

l ·•"tl•'r· ,ind after rhe issuance of anv of such Obii nti ons . no chan2:e. '.ari::ition or 2ltecmion of anv ,'.).) .vl, ,_ - · # .._. • ,.____. .,. 

kind in the provisions of th.i s Assisla.nce ,;_gree rn,:nt, nor of the Pri,Jr Bond Legi slation, sball be 
rnade in any manner except as herein or rherein pru\ idecl umil such rime 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 GoYerning Body may enact iegislmion for any other 
puriJose not inconsistent \'vith the terrns of thi s Assisurnce Agreement, and'-' hich shall not impair 
the security of the Issuer andior for the pLLr_pose of curing any ambiguity, or of curing, correcting 
or supplementing any defective or inconsistent pnn is ions contatned 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 ageut with respecL to the Obligations 

lts duties as Trnstee shall be as follows: 

(a) To register all of the Obligations in the nc"mes the Issuer : 

(b) To cancel and destro} (_or remit lO the GovemmentaJ Agency for destruction, if so 
requested b_ the Governmental Agenc::-,) all e.\.Changed , marured, retired and redeemed 
Obligations, and to maintain adequate records re levant thereto· 

(c) To remit, but on ly to the extent that all re.quired funds are made available to the 
Tmstee by the Governmental Agency, semiannual interest payments directly to the Issuer's 
accounts for the Program; 

. (d) To notify the Jssuer of any Obligations robe redeemed and to redeem Ob ligations 
_ _!)nor to their staled maturity upon receiving suffi cient funds; and 

· (e) To uppl y the Go, emmenta l A2en ·v with a v\.Tltten a cot1ntin2: e\'i dencing tbe 
payme~t of interest on and principal of the Obligations \\ ithin thirty (30) day~ following ~each 
respective due date. 

1 k T~e :rnstee halJ he entiti d lO 1hc" ad ice ')f c0unsel and ~ha ll be protec Led for any ac ts 
a ~n by il m good a1th in relit m·e upon -:uL:h aJ, ice. The Tru tee sball not b.e liable for any 
actions taken in good faith and belic,·ed by ii w be wi h1n iL di (:fetinn nr th ~ power c nferr~d 
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The Trustee may nr any ume re~!gn fr0?r. irs du~ie~ s~t forth il thl:- .-, . i~tari,.':' _ --:.~.::w.:i., 
by filing Its re 1gnation \\it~ the Go,ernmema! Agency Clerk ::ind not1fymg th; Lsuer. 
Thereupon. the .l -uer shall not1 y the Go\.emrnental .A.gene) o n sui:.:cc:ssor Truste I,\ hich shall 
be an incorporated bank or trust company nuthorized 10 1ransact bu me s in the Uni ted Sca tes of 
America. No1v.-ithstanding the foregoing. in the event of the resignation of the Tru:tee , provision 
shall be made for the orderiy tran_irion of he books, record and accounts relming to the 
Obligations ro Lb sticces or Tru::,tee in on..ler tbm there will be 110 d-:linquencies in the pa}"mem 
of interest or principal due on the Obltgati ns. 

Section 16. Pro\'isions in Connict Repealed. Al l ordinaoces, resolutions and orders, 
or parts thereof, in conflict herewith are, to the extent of such conllict, hereby repealed: and it is 
hereby specifically ordered and provided that any proceedings heretofore tahen for the issuance 
of other bonds payable or secured in any manner by nil or any part of the income and revenues of 
the System, or any part Lhereof, and which have not heretofore been I sued and delive red, are 
hereby revoked and rescinded and none of such other bonds shall be issued and deltvered. 

Section 17. Covenant of Governmental Agency to Take All Action 'ece ary to 
Assure Compliance with the Jnternal Revenue Code of 1986. In order to assure purchasers of 
the Obligations that interest thereon will con inue to be exempt from federal and Kenrucky 
income taxation (subject to cenain e, ceptions set oul belO\v), the Go, em.mental Agency 
covenants to and with the Issuer t11at (l) 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 vio late any of the pro, isions of the Code, or would cause the Ob li gations to 
become "private activity bonds" within the meaning of the Code, (3) none of rhe proceeds of the 
Obligntjons will be used for any purpose \.Vhich \,\·ou!d cause the interest OD the Obligacions to 
become subject to federal income taxation , and the Govemmemal Agency will comply with any 
and all requirements as to rebate (and repons with reference 1hereto) to the United Stales of 

: America of certain inve tment earnings on the proceeds of the Obligations. 

The Governmental Agency re erves the right to amend this Assistance Agreement but 
only with the consen1 of the Issuer (i) to whatever extent shall, in Ll,e opinion of Bond Counsel, 

· ?e deemed necessary to assure that interest on the Obligations shall be e empt from federa l 
. income taxation, and (ii) to whatever extent shall be pcm1issible l ,, ithout jeopardizing such tax 

• · ~xemption or the security of such owners) to eliminate or reduce any restrictions concerning the 
mvesunenl of the proceeds of these Obligations, or the application of such proceeds or of the 

,-_ r~v:nues of the System. The purchasers of these Obligations are deemed to have relied fully 
up?n_ thes~ covenants and unde11akings on che pan of the Governmental Agency as pan of th e 
consideration for the purchase of the Oblim1tio11S. To the extent that th Go,~mmeni.al t\~erc<:>v 
obtains an opini on of nationally recognized b nd counsel to the effect that non-complianc; with 
any of the covenants contained in this . :;sis:ance Af,'Tcemem or referred Lo in thi. "· istance 
~greement would not subje l intere=,t on the Obli!:!ation to fedewl income rnxc:s or Kentuckv 
inco:ne laxes. the GoverP.mental A£encv sh:.d l not be required to comr,lv ,\ ith such co ' i;'TI!'!.!l~- •:}-:: 
requirements. - · 
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This.-\ si::t;mce Agreement i:, c:nacteJ L11: mkmpL!tl1•11 ih..1 BvnJ C.:1 1in:::"'I ~-ill render an 
. • n as toe. empti11n or pnncipal of the< bligat1o □s from Kenr-uck~ rtd \alorem taxation and ~t:01~xernption orintcr~:,t on the O !igat·ons frorr. ".o.dwc!.I and Kerruck:- incn_rrie rnxation. bn ed 

· b1. Bo□d CoL1n·e l rt-.,c ·!1e G · \'"'rnffiM"'nl \ ••"'n •' ,'r• p1 P< ,. ., h "' '"""'"'"' t, Qil the 35SU□1p!J00 • .:, d'-' l J L1 ,._ '--"' . '--'- ''-.' '-- _ , ., ,,v_ "•·~ -- • -••-:..... _ 

de by the Governmental Agency\\ ith reo;;pect tn c-ompl1ante wi;h the pro\ 1s1ons of rhe Code, 
in~ based on tbe assumption of compliance by the Goven1J11encal Agcnc)- with requirements as 
an any required rebate (and repons \\1th referen e thereto) LO Lhe ·nited States of America of 
:~rtain investment earnings on the proceed& of the Clb l1gation_ The Govemmenta l Agency has 
been advised that based on the foregorng. u.:sumpt1on. of compliance. Bond Counsel is of Lhe 
opinion that the Obligations ::ire not .. arbitrage bonds" within Lht! meaning of Section 148 of the 

Code. 

Srction 18. Insurance. (a) Fire and Extended Coierage. If and to the extent that the 
.Sy~tem includes structures above ground !e,·el, the Go\ emmental Agency shall, upon receipt of 
the_proceeds of the sale of the Obllgations Lf sucb in·urance 1s not already in force, procure fire 
and extended coverage insurance on the in urable portion of all of the faci lities of the System, of 

. ·' a kind and in such amou nts as would ordinarily be c.mied b1 private companies or pub! ic bodie · 
·:__· : rigaged in operating a similar uti lity. 

. , . The foregoing fire and extended coverage insurance shall be maintained so long as any of 
, ,· • ·-.oie Obligations are outstanding and shal l l:,e in amounts sufficient to provide for not less than full 

.:.. i · ·• •· recovery whenever a loss from perils in ured against does not exceed eighty percen (80%) of the 
. • .. '1:' · ·. full insurable value of the damaged facility. ,_. . ;,. ., 
, i;~,r .. $ ~~ ., 't · ·> · 

•• '•1 .. -~ 

ln the evern of any damage to or destruction of any ]Xlrl uf the Syskrn the GO\·e1TLrnental 
Agency shall promptly arrange for rhe app lication of lhe insurance proceeds for the repair or 
,~7construction of the damaged or destroyed ponion thereof. 
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Sec-ti on J 9. Eunt or Default; Re-mtdic . The following items hall c,:i n~titute an 
•·£veni of Default'' l1n 1he pan of che Govemrr.entcl Agency: 

la) The fai lure tu pa~ principal 1.m th~ r lbl:g:illons \\ hen dl,e :!r:l~ f J:,:ibk. enhcr at 
maruricy or by proceeding for redemption. 

(b) The fa il ure w pay any in tallment of int.::rest on the Obltgad ·1115 when the same 
shat! become due and payable; 

(c) The failure of the Go-.erw,;emal . gi::n1,;~ · 10 fulfill any of ir- obligations pursuant 
to this Assistance Agreement and to cure any such Cai lure within 30 day!:. afta receipt of wrinen 
notice of such failure· and/or 

(d) The failure to promptly repair. replace or reconstruct e:,;sential facilitic:> of the 
System after any major damage and/or destruction thereof'. 

Upon the occurrence of an Event of Default. the ls uer or the Trustee on irs behalf, as 
owner of the Obligations may enforce and compe l the performance o all duties and obligations 
of the Governmental Agency as set forth herein. Upon the occurrence of an Event of Default, 
then, upon rhe filing of suit by the Trustee or the Issuer, any court having jurisdiction of the 
action may appoint a receiver to administer the Syslem on behalf of the Governmental Agency, 
with power to charge and col lect rates sufficient to provide for the paymc;ot of the principal of 
and interest on the Obligations, and for the payment of operation and mainrenar1ce expenses of 
the System, and to provide and app ly the income and revenues in conformity wirh this Assistance 
Agreement and with the laws of the Commonweallh of Kenrucky. 

In addition to and apart from the foregoing, upon the occurrence of an Event of Default, 
, • , the owner of any of the Obl igations may require the Governmental Agency by demand, court 

: \_ ... '• •••• u order, injunction, or otherwise. to raise nll app licab le rates charged for ervices of tbe ystem n 
!.~ :_; • .., ,reasonable amount, consistent with the requLrements of mis Assistance Agreement. 
i ·' I! •:} -~ 

Section 20. Annual Reports. The Go,·ernmental Agency hereby agrees to provide or 
' · cause to be provided lo the Issuer and the Compliance Group audited Gna11cial stalements 
. prepared in accordunce with generally accepted accounting principles l commencing with the 

, fiscal year ended December 3 l, 2005) and such ther financial information and'or operating data 
as requested by the Issuer or the Compliam:e Group. 

• · The annual 
1,tements, will be 
-~cember 31). "'~ ,.._ 

-~ 

financial infonnalion and op rating data, includ ing audited financial 
made availab le on or befoie 120 days afi:er the end f each fiscal year 

.. , .. _ ..... 
Section 21. Sur 1pl"mer1tal · t A Th G l A "' ~ s~1s :rnce ,"\gre ment. e ,owrnmenta · gency may. 

~ut only ,,ith the consent of the 1-suc:>r, execute one or more supplernem:il Assistance 
::· • greements ~s shall not be inconststent ,,·1th the tc:nns and pm, isi ns hereof for any one or m Te 
. ·. • ~ of the following purposes: 

- .. ... -- •r--

22 



{c) r1
~ cidd to the condition~~- ! irni;:at i(.' :-':S and r'.,:;.str1ctlon.:S un 1.h:: . ("' . 1 

l'.o5U '.lllCc· Oi bone,:;, 
other condi1.}uns. !i1n1tations snd restrictions t.hcre~1ft,::r to be obser\:ed; 

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

(0 to modify the tenns and cond1 tions of this Assistance Agreement at the request of 
the rssuer in order t assist the Issuer m opera ing the Program or to muintain any rating the 
Issuer may have on its Program obligations. 

ection 22. No Rem edy Exclusive. Ne r medy herein conferred upon or reserved to 
the Issuer is tntended to be exclusive and every such remedy wi ll be cumulative and wil l be in 
addition to every other remedy given hereunder and every remedy now or hereafter existing at 
(aw or in equity. No de lay or omission toe ercise any right or power ac.:ruing 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. ln the event that any agreement contained herein shou ld be 
breached by either party and thereafter waived by the oth r party, uch \ aiver will be limited Lo 

the particular breach so waived and will not be deemed to wai,·e any other breach hereunder. 

Section 2-L gr ement to Pay Attorneys Fees and xpenses. 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 incur other expenses for the enforcement of performance 

,n or observance of any obligation or agreement on the part of the defaulting parry herein contained, 
the defaulting parry agree. that it will pay on demand therefore to the non-defaulting party the 
fees of such attorney and such other expenses so in urred by the non-defaulting party . 

.,·~ - · Section 25. ."ignatures of Officers. lf any of the ofliL:ers whose signatures or 
facsimile signatures appear on thi A. sistanl_;e Aereement or any Olher document evidencing the 

·, ~ ;: Obligation cease to be such officers before deliver✓ cf the Obliirntions, ~uch signatures shall 
. -t' ,_nev_ertheless be \'al.id for al l purposes the ame as if such officert had remained in office until 
. _ ·.--.~· .<lehvery, as provided by KRS 58.040 and KRS 61.390 

~-:1.~r~';'! 

.· ·: .: ~ . Section 26. SeHrabiJity Clau c Ir any section, p,Lragnph, clause ir prmision of lhi s 
"'f;./ · .. r.·Assist~nce Agreement shall be held in,nlid. the in, alidity of such section, paragraph. t:lause or 

iDlia~i 'i:·. prnvision shall not affect any of lhe remaining prm·isi0n .. of this As istance Agreernent. 
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1 .5 .-\ssist2.ncc Agreement to be sig:-:eci tn it::; n:i;n,::: by its Prc:sidcm 3 r1d attested b> its 
~~r-,,.,'.:Jt-,rv.1Trcasu rer Z:Jij t}·1c Bu ll(ich. Pc.:r: \\ ,:.tc· :· Di~r1·il:t has C<~used this .--\.ssi::u:1nce _.; 2Teec1r:nt t\..) ...;C. 1 ..., 1 ........ . -

be -signed in corporate n:1rne anLl it:; ,_,f'fici: r~ lhe:·c:undc:r duh 2:uthonz-:d. c.!l ,!S of rhc: clay and 
C: ·,-. 1 -.••o\l'ntf°;i,n year 11rsr cu ,_,·, -- · .. ._ .•. 

Secretaryffreasurer 

K.£:,; TT_iCKY RGR.-\L \\'.-\. TER FI ~_;:"-;CE 
CORPORA TIO~ 

B;1 _____________ ___ _ 

President 

BULLOCK PEN WATER DISTRICT 

By--,,,/2~~-/ -r---. .,,,..........L_·--,r--~---
/ Chairrnat:J 



Secretary IT reasurer 

Secretary 

K.El',;TC:CK Y RURAL W:\ TER FJ:"-J .!l.,.NCE 
CORPOR.ATlON 

By {L __ :zclm::= 
President 

BULLOCK PEN WATER DISTRICT 

By ______________ _ 

Ch::iirma.n 



., 

IN \V1Ti\ESS WHE R.EO F, [he Ken:::xky Rura l \\ akr Ftn'.lncc Corporation has ca us ed 
this Assistance Agree rn7nt _to be signed_ in i~s name> bv l i.S Pr::s ident and attested by lE 
~ ·--rei,, ... \ . .:1·r·':"> Gsurer and t;1e Bull ock Pe.ti \v uL~-;r lJt:;trict l1as cL:'..,is.::d th13 -\ssis~an c~-: /.\~re::!'"T: -: :1t ~1_J 
....... el. ui_•,' ..... _ •-r .. ~ ... . , r ~' , . . ..,, ., ·~.- t) f'f-i ,-.c-=> 1·· ;h·).-.:,;:qq- ,•'.::., r·1111~-, 11 h-'t ,,_· --,,.-. ,..J ,-, ii.;: '-' 1 F .-1•1 ;,'' ,..j be s1gncG Ul UJL 1!lold,e n.tme a 11u le.) ~•" '-- .S , ... c ,_,_,,. ,.1---r '-•~ l; ,L,t.. \ .. 1lL •. U, d. Jl a., 01 tn. ,.,c.y 8!1u 

year first above vvntten . 

Secrctar1 

KENTUCKY RURAL WATER FINANCE 
CORPORA T10l'~ 

By -------------------
President 

BULLOCK Pa; WATER DISTRlCT 

B_v --------- ----------
Chairman 



. ' ISSCER ACK !'\O\VLEDC.\IENT 

rne this October _:2c.J_. 2005 by Allan 
. .,.. ,f. ~'-'>r° ,~ ·hn 1' -~ r'!7P Pr'-'c:. : 11P'}f ')c 

\ 1 an1 v .1 e L c 1- \', 1 i 1,.,, :i ~i."" ,. ,._ . ..., 1 , .... ~ ._ L ... -- 1 cm behalf of 
said Corporation. 

\VITNESS my hand this Cktober __ Z:__]_, 20U5. 

My Com.mission expires: /o~ .l / ~ () c. 

Notary Public, in and for said County and State 

COM1v10N\i\!E,A..LTH OF KENTUCKY 

COUNTY OF _______ _ 

The foregoing instrument was ackn owledged before me this October ________ , 2005 by Gary 
Larimore who is the SecretaryfTreasurer of the Kentuck.1: Rural Water Finance c:orporation, on 
behalf of said Corporation. 

WJTNESS my band this October _ _ . 2005. 

My Commission expires: 

Notary Public, in 3.nd for said Coun1~> a.nd State 

2.5 



ISSl'E R AC:K:\0\\LEDG\JL'\T 

COUNTY OF HE:\DERSON 

The forego ing in sm.1ment was "ckno\vledged before roe th.is October __ , 2005 by Allan 
yanMeter who is the President of the Kentucky Rum! \Vater Finance Corporation, on behalf of 

said Corporation . ., 

WITNESS my band tlfr, October ·---' 2005 . 

My Commission expires: 

NWEAL TH Of KENTUCKY 

y OF vVM1~~ 

Nor.ary ?uh.lie, in and for said County and State 

' ;; ...... 
· ': The foregoing instrument \\8S aclno 1Aledged before me this 0:'.tober .Z.._l, 2005 by Gary 
~ who is the Secretary/Treasurer of the Kentucky Rural V/ater Finance Corporatiol1, on 

o:~said Corporation. 

·-:WiTNESS my hand this October Z,"7 , 2005. 
. .. ---

: .Y Commission expires: ·, ' \ \' D G 

1':otary Publ ic, in and for said County and State 

:25 



GO\LR\"\fEST.-\L AGE\ C\ - ACh.~O""\\LEDG\JL\""f 

The foregoing instrum-::m \s·as ack.nowiedgc:d b,.:.fore me this October / 1 2005b\ 
Bobby ~ur~ess and Jir!~m!_e __ '\ ~~~:~ho a;-e the Chairman and Secretztry of rhe Bullock Pe; 
\.Vater D1stnct, on beha!t 01 :,a,c u1:,t,l-L. 

\-VITNESS my hand this Octob::r J 7 , 2005. 

My Commi ssion expires: 

Notary Public, in and for said County and State 
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RESOLUTION 

RESOLUTION OF THE BULLOCK PE:N WATER 
DISTRICT APPROVL~G A_ND AUTHORIZING AN 
ASSISTANCE AGREEiVIENT WITH THE KENTUCI(y· 
RURAL WATER FINANCE CORPORATION FOR THJ!~ 
PURPOSE OF Fit-{ANCif-{G A CONSTRUCTION PROJECT 
OF THE DISTRICT 

"\-YHEREAS, the Board of Commissioners ("Governing Authority") of the Bullock Pen 
Water District (the "Districta) has previously determined that it is in the public interest to make 
improvements and extensions to the District's waterworks system (the "System"); 

\iVHEREAS, the District desires the Kentucky· Rurai Water Finance Corporation (the 
"Corporation") to act as its agency and instrumentality for the purpose of providing monies to 
finance the cost of said improvements and extensions consisting of the constrnction of a \Nater 
line extension of approximately 7. 9 miles to serve 152 new customers in Boone Cmrnty, 
including new water line extensions along Buffalo Road (Highway 1292), Highway 42, 
Dickerson Road, Crouch Road, Cleeks Lane and Webb Road, with appurtenances (the "Project") 
and has made an application to the Corporatiou therefore; 

WHEREAS, in order to obtain such monies, the District 1s required to enter into an 
Assistance Agreement with the Corporation; and 

NO\V, THEREFORE, BE IT RESDLVED by the Governing Authority of the Bullock 
Pen Water District, as fol1ow-s: 

1. Authorization of Assistance Agrei:ment and the ObHgations Thereunder. For 
the purpose of paying the costs, not otherwise provided, of the financing of the Project, the 
District hereby authorizes and approves the issuance of its obligations pursuant to the Assistance 
Agreement in the aggregate principal amount of $290,000 (subject to adjustment minus ten 
percent ( l 0%)) [the "Obligations"], which amount as adjusted shall be the maximum amount of 
such Obligations to be outstanding at any one time under the Assistance Agreement, issued as 
fully registered Obligations, in said maturities and terms as more folly provided f(Jf in the 
Assistance Agreement. The Obligations shail bear interest at such rates and shall be payable in 
such amounts and at such times as specified in the Assistance Agreement, aH as agreed upon by 
the District and th1.:: Corporation 

2. Approval and Authorization of E:xerution of Assistance Agreement. The 
~ ~~1· "1,..._""',.~e A.o··~e '.'.:::,.,.., . .,. b« ..... .,....rl !-.C'.';,• ... .... .,~Cl1' t'r:~ D:.,+-1--'+ '"'""'G1 ..i.l .-.::, Co-ora·· ,.-....~ ;-r'I .. 1"' - ... ~ -,...., .C,-,.--h .. :,.::,_':, (j.i;'..., · _ ,:,1 C ffivl H Y aHu uc;L vv-.,..., 1 __ ,c. l:Jd ''-'' dH til-., , i}) Lh.,n (LI u,e rcspecuvc l.vi rn 
attached to th.is Resolution, is hereby approved, subject to such minor changes, changes of dates, 
. . . . b ri ' , r · . ' I , 1 . I 1nsert1ons or omJss1ons as rnay :e appro·ve~-~ oy tt:.e ._,ha1rn1~lrl, s:..1c.n appr0v2. .. to oe conc_usrve .. y 
evidenced by the execution of said Assistance Agreement, in order to effectuate the purposes of 
' . R ' . d 1 r11 • I P,:."" C 1 o· . . t 1 1 . 1 tn1s esomt10n; an tne \....na1rrnan., or any otner o~ucer m tne · 1stnct, 1s nereoy autnonzec to 

execllte and ac!mowledge same for 2nd on behalf of the District; and the Secretary is authorized 



to attest same and to affix thereto the corporme seal of the District The Assistance Agreernent ts 
hereby ordered to be filed in the office of the Secretary witll this Resoh.;tion in the official 
recc, rds of the .District 

3. Disbursement oJ P:roeeed.s of Obligations. The District's officers, employees 
and agents are authorized to carry out the procech.ffes specified in the Assistance Agreement for 
the financing of the Project and for the payment from time to time of the costs and related 
e;-,penses associa::{':d therevvith. 

4. Revenues of the Projeet. The revenues of the System are determined to be 
sufflcient to pay the principal of and interest on the Obligations, as the same become due and 
payable; and said revenues, pursuant to the terms of t.he Assistance Agreement, are hereby 
pledged to secure ail such payments, and in addition, for such other purposes as are more fuily 
specified in the Assistance Agreement. 

5. Chairman and Other Distr1ci: OffidaJ5 to Tak? Any Othtr Ne·ci::;~mry Action. 
Pursuant to the Constitution and Laws of the Commonweaith of Kentucky, the Chairman, the 
Treasurer, the Secretary and all other appropriate officials of the District are hereby authorized 
;:in,1 011'1·e~·'-,1 ·t(·• .C':1le ::in·· ,1''1.J ~1·· ~D·-':c-Lio-" 17--,-,---,-,,-_, Lr, cl-a. __ : __ ~,--••·--,,~ 1 0£' L'--~ :~~,-~:-i~o ,--,£' th--
~u -J. . \.,t-t:.,.J. v l. ·. '"'"";..1y -LU ~ .! ~} _l)i1 _,,.,(.'.!.L., ·.U~ ~ 1t;;;-;...,;;::):::ia.l .J l'l..1 0Ut0-1!J. {'!.j-1}'! U v -0 .. -.l. , ! tllt;. l~::,1,.JQ.L=i.'..,v \...71 lV 

Obligations from the Kentucky Public Service Commission and to take any and all further action 
and to execute and deliver all other documents as may be r,easonably necessary to effect the 
issuance and delivery oft.he Obligations and the Assistance Agreement. 

6. SeverntiHty Claus.:::, If any section, paragraph, clause or provis1on of this 
Resolution shall be ruled by any court of competent jurisdiction to be invalid, the invalidity of 
such section, paragraph, clause or provision shall not affect ,my of the remaining provisions 
hereof 

7, C~pti.-om d' ('.bus,&s, The captions of thi0 Resolution are for convenience only 
and are not to be construed as part of this Resolution nor as defining or limiting in any way the 
scope or intent of the provisions hereof 

8, Prnvis~~m, !B O:mfi5d R~pe:2lrrl. All resciutions and orders. or parts thereof, in 
conflict \V1th the provisions of this Resolution are, to ihe extent of such conflict, hereby repealed . 

9. Eff?ctive Dtdtf of R€S1)h,tiGn, This Resolution shall tak~ effect from and after its 
adoption and approval. 
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8 UL.LOCK P E~i \V.0
\. TER DlSTRl CT 

Attest: 

a /I r . /; 
B 1.1141 /-// I~ · 

/ I •• ~, $' -l / - -- · ecrewry / . ,,, 

CERTIFICATE 

i, the undersigned, hereby certify that 1 a.rn the duly qualified and acting Secn:;tary of the 
B 11 I p "l}T v· . , ' . . . ~ ·11 d r• - I • u _oc:s: • en vv ater 1stnct; tnat tne toregomg 1s a rn -, true an- correct copy or a Keso1ut10n 
adopted by the Governing A.uthority of the Bullock Pen Water Di.strict at a meeting duly held on 
August 2, 2005; 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 lmv, including LR.S 61.810, 61.815, 61.8'.20 and 61.823; 
that a quorum was present at said meeting; that said official acti@ has not been rnoclifiecl, 
amended, revoked or repealed and is now in full force and effect. 

IN TESTL\ION''{ \VHEREOF, ,vitness my signahire this August 2, 2005. 



CERTIYJCATE OF OFFICERS OF 
BULLOCK PEN \YATER DISTRICT 

Loan in the amount ~:290,000, dated October i 9, 2005, to the Bullock Pen 
Water Distnct from the Kentucky Rural \Nater Fim:mce Corporation Public 
Projects Revenue Bonds (Flexible Tenn Program), Series :2005B . 

The undersigned officials of the Bullock Pen Water District (the "Borrower") under the 
Assistance Agreement identified above (the "Agreement") between the Borroi.:ver and the 
Kentucky Rural Water Finance Corporation ("KRvVFC"), do hereby certi.fy as follows: 

l . That they are the duly elected or appointed, qualified and acting incumbents of 
their respective offices of the Borrower, as set forth after their signahires hereto, and as such are 
familiar with the books, records and affairs of the Borrower. 

2. That the Borrower is a body poli tic and corporate, validly organized, existing and 
in good standing under and by virtue of the laws of the Com:rnonwealth of Kentucky with all 
requisite power and authority to operate a waterworks system (the "System") and to carry on its 
business as now being conducted. 

3. That included in the transcript of which this Certificate fo1ms a part is a true, 
correct and complete copy of the Resolution duly adopted by the Governing Body of the 
Borrower on August 2, 2005 (the "Official Action"), authorizing the appropriate officials of the 
Bon-ower to execute the Agreement. The Official Action was duly adopted in ac~ordance with 
all applicable laws. 

4. The representations and i,.vaITanties of the Borrower made in the Agreement are 
true and correct in all material respects on and as of the date hereof as if made on and as of the 
date hereof; the Official Action has not been amended or supplemented and is in full force and 
effect; and the Agreement has been entered i.nto and is in full force and effect. 

5. That the below-named persons were on the date or dates of the execution of the 
Agreement and are on the date of this Certificate the duly elected or appointed and qualified 
incumbents of the respective offices of the Borrovver set fotih opposite their names and that the 
signatures set fo1ih opposite their names are their genuine signatures: 

Title Si2:nature 

c::hai [Tll JYl 

,·7 
./ I 

/
·j ,,. 
;-· - ( 

I ' 



6. Th,.:: Agreerno::nt bus been duly authorized, execu ted ::mcl cL'livt'r;;.'d by th•~ Bure<w1er 
and constitutes a legal, va!icl and binding obligation of the Bom.l\ver. enforceabls again st the 
BorTO\vc'r rn acc1xdance with its terms. 

7. Tbe BotTower is not in default under or in vio lation of (i) any prnvisilms of 

'
·.1ppJ 1.·c;,,)-,,lp 1·n,,, : (1·1· \ tj·,"' C, (Jr.C<l-"ill""11. o· , .. (;;;\ ·1 11v1""cl 0w,tu,· 0 mr-.1-•~a (JO 11· 0 ,,, acr•·00 ·t11e~ 1. c·onh·•1ct ~ _ ,., ... 1 ~- ll...l. .Y ' J l. lV L kcJ.V'- Vt I.,., J. llJ./ '-l J .11 l\,.,UI. l.\.,' .11\._J .l.6 b.....,, .....,_u, .::;,lV'-., ' lll; . lL,l (.. . , 

deed, lease, loan agreement. note, bond, order, judgment. decree or other instrnment or 
restriction of any kind or character to which it is a party or by which it or its properties are or 
ma_v be bound, or to which it or any of its assets is subject, which default wou ld have a material 
adverse effect on the condition, fornncial or otherwise, of the BoITower or on the ability of the 
BolTower to perform its obligations under the Agreement. Neither the execution and delivery of 
the Agreement nor compliance by the Borro wer with the tenns, conditions and provisions of the 
Agreement will conflict wi th or result in a breach o t~ or constitute a default under, any of the 
foregoing. 

8. Since the date of the financial information provided to KRWFC, there have not 
been any material adverse changes in the business, properties, condition (financial or otherwise) 
or results of operations of the Borrower, whether or not arising from transactions in the ordinary 
course of business , and since such date, except in the ordinary course of business, the Borrower 
has not entered into any transaction or incuned any liability material to the financial position of 
the Borrower. 

9. There is no claim, action, suit, proceeding, inquiry or investigation, at law or in 
equity, before or by any court, governmental agency, or public board or body, pending or, to the 
best of our knowledge, threatened against or affecting the Bon-ovv er wherein an unfavorable 
decision, ruling or finding would materially adversely affect the business, properties, condition 
(financial or otherwise) or the results of operations of the Bon-ower or the ability of the Borrovver 
to perform its obligations under the Agreement. 

10. All authorizat;ons, consents and ,1pprovals of. noti ces to, regis trations or filings 
with, or other actions in respect of or by, any governmental body, agency or other instrumentality 
or court required in connection vv ith the execution, delivery and perfonnance by the Bon-ower of 
t l70 A.m·•eo,170.~+ h nHO l,oc,.n u-1,,1 ,, O'b '";~orl n;v·en n·•tnl.• ct' (,,~.ri ''C't': "'~ tl-,cwcoP h,:,·,,.c, he '·"~ ~.-,,. ,; rL~,-1 

_L...,_, , .:::,.1 Vi l\.,!lL 11(.1 Y 'I..• UVV l Ul} Ld.111\.,U, C,1 , l Jl Clh .. \,., , J C:.lllU \.., liJl\... 0 l.J.U..,1-... 1 llCl V 1,_. U 1...,ll _i-.Jl VY l\...L VU 

t '<Rvvrc") 0 I . / Cl.. . . 

11 . Any certificate signed by any otticial of the Borrower and delivered to KRW FC 
i,vi Ii be deemed to be a rep resentation by the Borrower to K.R WFC as to the statements mncle 
therein. 
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BULLOCl< PEN \.\. ATER DlSTRICT 

Attest : 



St:PPLE,\1.Et\TAL TA.X CERTIFIC.c',TE 

Re Loan in the amount of $290,00CJ. clakd October 19. 2005. to the Bulluck Pen 
'v\" ater District from the Kentucky Rural \Vat er Finance Co rporation Public 
Projt,cts Revenue Bonds (Flexible Tem1 Program), Series 20058. 

TH1S SUPPLEMENTAL TAX CERTrF1CATE (the "Suppiernentai Tax Cet1ificDte '·) is 
made and entered into as of October I 9, 2005 by and between the Kentucky Rural Water Finance 
Corpo ration C-'KR\VFC") and the Bullock Pen Water District (the "Bomlwer"): 

WITNESS ETH: 

WHEREAS, the Borrower has agreed, i.n an Assistance Agreement dated the date hereof 
(the "Agreement") to borrovl' $290,000 (the "Loan") pursuant to a Program administered by 
K.RWFC and funded with a portion of the proceeds of the $4,855,000 Kentucky Rural Water 
Finance Corp\)ration Public Projects Revenue Bonds (Flexible Tem1 Program), Series 2005B 
which were issued on October l, 2005 (the "Bonds") by KRWFC pursuant to and secured by a 
Trust Indenture, dated as of Aprj] 4, 2001 between the Issuer and The Bank of New York Trnst 
Company, N.A. (as successor in interest to Fifth Third BarJ::), as supplemented by a 
Supplemental Trust indenture No. 18, dated October l, 2005, between the lssuer and Regions 
Bank Nashville, Tennessee (collectively the "Indenture''), and to use the proceeds of the Loan to 
finance the cost of the construction of a \,Vater line extension of approximately 7.9 miles to serve 
152 new customers in Boone County, including new water line extensions along Buffalo Road 
(Highway 1292), Higlrway 42, Dickerson Road, Crouch Road, Cleeks Lane and Webb Road, 
with appmienances (the "Project") for the Borrower's waterworks system (the "System"); and 

\VHEREAS, it is necessary for the parties hereto to enter into this Supplemental Tax 
Ce1i:ificate to ensure that interest paid on the Bonds and on the Loan shall all be and shall all 
remain excluclable from gross income for Federal income purposes, pursuant to the Internal 
Revenue Code of 1986, as amended (the "Code'') and is not and vvill not becorne a specific item 
of tax preference under Section 57(a)(5)(C) of the Code for the federal alternative·minirnurn tax 
and to comply with the requiremen ts of KR WFC's Tax Certificate (the "Tax Certificate") dated 
as of /\.pri1 4, 2001 issued \vith respect to the Bcnd.s. 

NOW, THEREFORE, the pa11ies hereto agree ,mcl bind thernselves ns follows 

ART[CLE I 
DEFINITIONS 

St!criun IO! . Dtfnftions [n addition to words and krn1s detint:d e]s,::wl1<:::rc: in this 
Supple!Tienu.l Tax. Ce1iificati-::, the Code and Regulations (each rrs herein defined). the Arbitrage 
c·crti t]cate (JS hcr;;inH-fte.r defined)~ the Indenture and the .A.greerr1cnt the folto\.ving capita li zed 
1,\.ords and terms used in th.is Supplemental Ta.x Certificate shall have the fol!o1,ving meanings. 
unless som.e other meaning is plainly intend ed: 



··_-li·hii: ·u,gc Bunt! ,. tnc~u;~ ~tn_y nb!ig~ttiun uf H G()vetTUT1 enlal Entit v th~tt i:; t1-:_;~1_tt;~d ;,.1::: {!l'. 

arb itrage bo nd undc:;T Sect ions I 03 (b)( 2) and l 4~ of ths:.: Code . 

·.-lr·hin·ugc Ct'rli/iwrc· .. me;.rns the Tax Certificate uncler Sections I 03(b)(2) aml 14~ ,)l. 
the [ntc::maJ Revenue Code of 1986, as arncnd ed. for the Boncls given by KR \VFC. in clud ing 
,~ertiticaticns gi ven \.vith respect thereto by the Ftnancial Advisor, the UnderwTiter and KR \VFC. 
and for the Loan given by the Bommer 

"Capita! E,penditure ·· means any expense that is properly depreciable or arnoiiizable 0t· 

is otherwise treated as a capital expenditure under the Code. and for the purposes of determining 
eligi b le Reimbursernent Allocations, including Costs of Issuance . 

"Closing Date. , n;_eans the date of this Supplemental Tax Certificate. 

"Cost of issuance" means any expenditure incuned in connection with the issu::mce of 
the Loan or the Borrower's share of such expenditures relating to the Bonds, incl uding sucr1 costs 
as underwriters' spread, rating agency fees, appraisal costs, attorn eys ' and accounfants ' fees and 
printing costs, but excluding Quali fied Guarantee Fees or expendih1res incrnTecl in connection 
with the constni.ction of the Project. 

''Disposition Proceeds" means the amounts, including property, received from the sale. 
exchange or other disposition of the Project. 

"Federal(v-Guaranteed" means having the payment of either the principal of or interest 
on any portion of the Loan or any loan made wi th the Proceeds of any portion of the Loan 
guaranteed, in whole or in part, directly or indirec tly, by the United States, or acq uiring any 
Investment Property that is, directly or indirectly federally-insured, except as otherwise 
permitted by Section !49(b) of the Code. 

''Goven,mental Entity " means any State and any political subdivision and agency of any 
State. 

11 Gross Proceecls" 1neans Sale Proceeds and P~ep10tcerr1ent Proceeds~ deterrnined pursuant. 
to Treo.s. Regs .§ 1. 148- ! (b) :rnd - l {c). n! i until spent. 

"Investment Proceeds' means an y arnounts actuaiiy or constructi vely earned or received 
from investing the Proceeds in Investment Property. 

"fnresrmenr Propertv ,; means any security (as defined m Section 165(g)(2)(A) m (B) of 
th,':: Cock), obligation (including ~my Tax-Ex.empt Bcmd). annuity contrn,..:t or other invi:;stn1en i

prc,pr:;rty·. 

"1\'ou-G01 ·cmmcn1o! £nun· .. means anv pe1·son or entity. other than ;J Go\ ernrn~'nt:.!I 
Ent:tt v 



·p/cd,{ed Fund·· rn<:i..ins ,m:, anwun1 pkclg,~d. d1rcctl) or· indtr<.;'d!y, tu pct) principul 1_,; or 
rnkrest un th,~ Loan and whid1 pr·ov ides re~1sono.bk assuranct:.' of such amounts being p:iid c\\:n ii 
the' Born)\.\cr e.xpetienc,:s rtnaticial difficulti es, including amounts sub_recc tc: a neg:1tive pledge. 

'Privote loan" means any lo,m, directly or indirectly, of any of th,::; Pn>ceeds 1..., f clil 

ob!.tgnt1on of a Go,...-e1111-r1enta.! Entit_:l to any i'Ion-Goverrunental Entity. 

Pril'Clte Use·· means the use of any Proceeds of the Loan or any r·acilities financed w.i.th 
such Proceeds by Privak lisers. 

'Piivore User tT1e:1n s:; c• ny l'•ion-Governrnental Entity, other than a rrnturn! person not 
engaged in a trade or business. 

"Rebatq Amount'' means the an1ount determined by KRV/FC pursuant to the Ta\ 
Certificate. 

'Rebare Payments .. means any payment of the Rebate Amount made to the United Suites 
Treasury. 

"R edemption Date" means the date on which the last of the principal of and interest on 
the Loan has been paid, \v[1ether upon maturity, redemption or acceleration thereo f. 

"Reirnbursement Allocation' means a 1,vritten allocation of the Proceeds of the 
Agreement intended to reimburse the BoJTower for Capital Expenditures for the Project tha.t were 
paid prior to the Closing Date, provided that any such allocation is made no later than eighteen 
( i 8) months after the later of the date the Capi t.al Expenditure was paid or the date the Project 
was placed in service, but in no event later than three (3) years after the payment date. Any 
written allocation macle within thirty (30) days after the Closing Date shall be treated as if made 
on the Closing Date. 

;,Rcimbursernem Resolution·· means a declaratiun ot inknt by the Bo1Tovver tu finance. 
by issuing debt, Capital Expenditures. For this purpose, the issuance of debt to finance speci fie 
faci ·lities shall cor1stitute s P ... ein1bursernent P ... esolution, the date of adoption of vv·hiCb s}1all be no 
12.ter than the Closing Date of sucb debt. 

'·Replacement Proceeds, . means amounts replaced by Proceeds of the Loan. inc!ll<_iing 
any sinking fund, Pledged Fund, restricted gifts (not including qualified endowment funds, 
pursuant to Treas . Reg. § 1. I 48-6(d)(3)(iii)(C)) or reserve or rep lacement fund, or other fund s 
that would be available. directiy or indirectly to pay clebt si~rvice on the Loan. within the 
ineaning: 0 f Tn::,1.s. Reg. ~ l . l 4S -- l ( c). 

·· L' ' 1 '' ,'",·,-.·. ,·.·,,·~-~ _re.r.:c.·1·1· 0,-:-~1·.-.·,-,·. t..L,f'::.•l·\;,_·(;:,.,.r.,,.., 'L'1-1·:.:.": 01..Ju··1···,.~c1,~.1e-,- ,'',1··1 ,· •.', :-:, ',J~, ·1-..·,·-,·1·,·:: 1, _, -.·,•,...:; .. -1· 1\.c:scoi'Cii .--:1,._<;;reernc.?ii rneans :;: ..... ,.. ..,, .., yY _ ... _ .... v ,,~ - _ ~\. • • _ _ _ ... 

unckr which the BornJ'vver (JI the Private User uses ,iny portion of the Svstem to earn Ot7 

research. 



which tl1e ::<Tvic,~ Pro\ 1ckr pro\ides services invol ving any poni o r1 ur func tion ot' ,t 

Governmental Fac.:ilit:,,' tinancecl ,vith Governmc::nt:il Bonds. 

"ice PnJtider" means any Pnvate Usec that provides nrnnagc::m1;nt or uther senice::o. 

"Sta te .. means anv stme and possession of the United Stntes and the District ot 
Columbia. 

"Trectswy Regulation " and "Treas. Fr.'eg. " means any Regulation, Proposed Regulation 
or Temporary Regulation, ns may be applicable, issued by the United States Treasury 
Department pursuant to the Code or the 1954 Code, as approptiate. 

''Yield" means. pursuant to Treas, Regs . §1.148-4 and -5, that discount rate vvhich, when 
computing the present value of all pay1nents of principal and interest to be paid on an obligation, 
produces an amount equal to, in the case of the Loan, the Issue Price and in the case of any 
[nvestment Property, the fair market value, as provided in Treas. Reg, § 1.148-5( d). 

"Yield Reduction Amount " m<::ans the 2.mo!..mt d!::tennined by I(RWFC pursuant to the 
'Tax C.1ertificate. 

" Yield Reduction Payment" means any paymern of the 'Yield Reduction Amount made to 
the United States Treasury. 

Section 1.02. lnterpreto tive Rules. for c.111 purposes of this Supplementai Tax Ce1iificate, 
except as otherwise expressly provided or unless the context otherwise require~; (a) 
'·S upplemental Tax Certificate" means thi s instrument, as originally executed and as it may fi:orn 
time to time be supplemented or arnenclecl pursuant to the applicable provisions hereof; (b) all 
references in this instrument to designated "A1iicles", "Sections" and other subdivisions are to 
the designated Articles, Sections and other subdivisions of this instrument as originally executed; 
(c) the words "herein", "hereof", '·hereunder", "herewith" and other words of similar irnpOii refer 
to this Supplemental Tax Certificate as a whole and not to any particular Ariicle, Section or other 
subdivision; (d) tl1e tern1s defined in t11is ,L\rticle h;ive the n1ea]1jngs assigned to thern in this 
A1iicl e o.nd include the plum! as well as the singular; (e) all accounting tenns not otherwise 
defined herem have the meanings assigned to them in accordance with genernlly accepted 
accounting pi-inciples: (f) the terms defined elsewhere in this Supplemental Tax Certificate shall 
have the meanings therein prescribed for them; (g) words of the masculine gender shall be 
cleernec! and constnted to incl ucle coITelati ve words of the feminine and neuter genders; and (h) 
the he<tdings used in thi s Supplemental Tax. Ce11ificate are for convenience of reference only :.1nd 
shall not define or limit the; pro vis ions hereof. 

CO\/EN ,L'..NTS . REPRESENTATlONS, ACKt\O\VLEDC.i iViENTS AND DIRECTIO\:S 

Secrion 2.01. .-luthoritv anc! OrgonL::ation. (a) The Burro wer represents for the benefit of' 
subdi\·isiun of t1-ic Con11t1un;,venlth of K.entuckv fiO\.·,d . 



tu ~1rni:_1LLnt nccessa1·\ 
described 111 th,~ Agrct'rnent. 

The Burrower represents that proper records accounts, 
containing complett: and cmTed entries of all transactions rebting to the Agreemei1t. the LL)e uf 
the Ciross Proceeds of the .~.,greernent and the e:zpenditures n1ade in connection \vitb the Project 
i.vill be mamtained The mfornrntion described in this Sect10n will be retained for at least six ( 6) 
vears after the Redemotion Date. 
~- .l 

Sec1ion 2. ! 0. PaJmenl of Arbitrage Compliance Anwunts. The Bonow er represents tl1~11 

all actions necessary to comply 1,,vith the Yield limitations applicable to investments of the Sale 
Proceeds and Investment Proceeds of the Loan and the rebate requirements contained in Section 
148(f) of the Code and the Treasury Regulations thereunder will be taken . Immediately upon the 
request of KRWFC, the Bonower will assemble copies of records concerning investments of 
Gross Proceeds of the Loan, including any amounts held by any provider of a letter of credit or 
guarantor under a reimbursement or other similar agreement. In pa1iicular, the BotTo\ver will 
provide K.RWFC with information that will enable KRWFC to detem1ine if any Rebate Amount 
is payable. The Bonower will pay any Rebate Payment and any Yield Reduction Payment owed 
with respect to the Gross Prnceeds of the Loan, as determined by KRWFC. The inforrnation 
described in this Section will be retained for at least six (6) years after the Redemption Date. 

Section 2.11. Election to A.pp(v Rebate Exception Separate(1r· to the Loan. The Bonowe1 
hereby elects and K.RWFC has previously elected to have the spending exceptions of Treas, Reg. 
l . l 48-7 and the small issuer exceptions of Treas. Reg, 1.148-8 applied separately to the Loan 

The applicable beginning date tn applying the spending exceptions of Treas. Reg. L 148-7 
is the Closing Date. The spending exceptions include the six-month exception described in 
Treas. Reg , l.148-7{c), thr~' eighteen-month ex.ception described in Treas. Reg. l.148-7(d\ and 
the two-year exception described in Treas. Reg. l.148-7(e) . 

Secrion 2 12. information Reporring Requiremencs The Borrower represents that it \vili 
timely execute and file any information reports required under Section l 49( e) of the Code (Form 

2. 13. Compliance with Supp!emenw! Tax Certzjicate. (a) The Borrower may, at 
any time, employ bond counsel, independent ce1iifiecl public accoumants, or other qualified 
experts acceptable to KR WFC to perform any of' the requirements imposed upon the Borrower 
bv this Supplemental Tc:ix Certificate. 

KRVV"FC 
anv :rn1 ,::nclrnents to the 

curnply therewith. 

agree, to the extent reasonably pussible, to comply 
applicable Regulations. effective: retroactively, and KR \VfC 

(c) \\/hcne\·er D.ny acttcH1 or direction is required of the BcnTU\ver hc"reunder.l such ;_:1ction 
\J! clitcctiCHl rnav. er in the c1bsence of suCh action cir n shall: be. n1.c1cle by I(R\\:F·c·. 

7 



,\ R 8 IT RAGE CE RITFI CATE 

in the amount of $290,000. dated October 
Wate1 District frurn the Kentu,:ky Rural Water Frnance 
Projects Revenut· Bonds (Fiexible Term Program), Serie~; 20058 . 

ration I 1c 

T'_be 1.,1nclersigned o ffic 1.:~r of the Bullock Pen '/\/ ater District (the ;~Burro hereb .\ 
certifies with respect to the loan in the amount of $290,000 (the ''Loan") rnade pursuant tu the 
Assistance Agreement (the '·Ag·Teemenf') by and between the Kentucky Rural Water Finance 
Corporation C'KRWFC'') and the Bon-ower_ de1ived from the proceeds of the $4,855 
Kentucky Rural Water Finance Corporation Public Projects Revenue Bonds (Flexible Term 
Progrmn), Series 2005B (the "Bonds") issued by KRWFC, vvhich Agreement is entered into for 
the purpose of fin::mcing certain improvements (the "Project") to the Boffo,ver's existing 
waterworks system (the "Systent'') and made as of the date hereof (the "Closing Date"), which is 
the date of delivery of. and payment fix, the Loan. that the following facts .. estimates and 
circumstances regarding the amount and use of all of the Proceeds, as defined in Treas. Reg. 
§ l. 148- l(b), issued under the Internal Revenue Code of 1986, as amended (the "Code"), of the 
Loan are, as of the Closing Date and according to the Borrower's best knowledge, information 
and belie±~ reasonably expected to exist Oi to occur: 

I. Prn<:eeds. The Proceeds of the Loan consist, and will consist the Sale 
Proceeds and Investment Proceeds, each as defined in Tre2s. Reg. § l .148- l (b), issued under the 
Code, and equal to the Loan amount. 

Pur;::wse of Loan. 

ct. The Proceeds of the Loan, together ,,vith certain other funds, \vill be used 
to finance the cost the construction of a water line extension of approxirn:..1tely 7.9 
miles to serve 152 ne,v customers in Boone County, including new water line extensions 
along Buffalo Road (Highway 1292), t-Iighv,Jay 42, Dickerson Road, Crouch Road, 
Cleeks Lme and Webb Road, with appurten:rnces (the "Project''). which conslttutes a 
valid governmental purpose (the "Governrnental Purpose"). 

b. The amount Proceeds received by the Borrower will nut 
the amount necessary to finance the Governmental Purpose. The Agreerneni is being 
entered into at this time in :;uch amount because the Borrower is obligated or soon l be 
obligated to make certain expenditures for the construction of the Project, 

a. m which \vhich i 

Loan An1ount. 

b 
the 



-L .. -\.pp.ljcation of Proceeds .. .✓_,\ ll uf th 1~ Sale Pruc,:ed:; \-\ ii I !.1c used tt) p~1y th::: ct 1st l·it 
ll, 1::· Ci (l\••:Tnmcntal eurpnsr::_ including issuance expenses and accrued interest tu the Closing l)ctit: 

i-w amo unt r,:e e ived as Pro,;eecb of the L.ucrn wi!I be used in th,~ 1mmne1· n(>t set forth in thi~ 

~ E.xpendltm-2 of Pro,22eds for t:hr Governmental Purpose. The acquisitwn of 
th,::: ProJect ,vill curnn1ence promptly foUowing the Closing Date, and the Borrower has incuJTecL 
or will incur. \.Vithin six (6) months after the Closing Date, a slibstantia1 binding commitrnent to 
expend at least five percent (5%;) of the Net S::des Prnceecls (defined iri Tre::is. Reg . §1.148- l(b) 
as Sales Prnceecls less an amount that is the lesser of five percent ( 5'i1o) of the Sates Proceeds or 
S [()(J,00U) on the Project. The Borrower will expend at least eighty-five percent (85r%) of the 
Net Snles Proceeds by October I, 2007. 

6. Investment oJ Proceeds. 

a. The BotTO"vver has agreed in the Supplemental Tax Certificat~, executed by 
the Borrcnver on this date, that it will not invest any of the Proceeds of the Loan without 
the express consent of KR WFC, and any such investments will be done so that such 
investment will not cause interest on either the Loan or the Bonds to be includable in the 
holder's gross income for purposes of federal income taxation er the debt to be treated ?S 

''arbitrage bonds" under Sections l 03(b)(2) and l 48 of the Code and the Treasury 
Regulations thereunder. 

b. Not more than fifty percent (50%) of the Proceeds of the Locm wit! bi:> 
invested in investments that both do not carry out the Governmental Purpose of the 
Agreement and have a substantiaiiy guaranteed yield for at [east four (4) years. 

c. Amounts deposited in the Borrower's Sinking Fund will be used tu p;:,y the 
principal of and interest on the Loan, and the Bon-ower reasonably expects that there will 
be no other funds that will be so used or \.vhicb will be pledged to payment of the Loan 
under circumstances such that the holder of the Loan is reasonnbly assured such fund will 
be available for payment of debt service on the Loan. The Sinking Fund is a fond that is 
llSecl primarily to al~hieve a proper matching of revenues and debt service within each 
bond ,11ear. Mcnev deDosited in tbe Sinkirn< Fund will br:: usecl with in thirteen ( U) 

.,1 .l .._.. . 

months from the date of deposit for the payment of debt service on the outstanding Loan 
and other parity obligations and, except for an amount equal to not more than the greater 
of (i) one-twelfth (1/12) of debt service requirements of the Loan and other parity 
obligations for the then ensuing year or (ii) one year's earnings on the Sinking Fund, the 
Sinking Fune! will be depleted annually through such applicati on for current debt service 
requirements or· the Loan and otht:r parit.r obligations. ;\ny income earned from the 
investn,ent o f-amounts deposited in the Sinking fund wi ll be rdained in the Sinking Fund 

d. ;\ny un,~x pc-nd,c::d pui-t iun of th-:' Pruceeds of the Lo:rn. tnc1udinc£ :m1 

c.1 ~1~Gu;1ts i_r7 n.r;>· r<:~1sor1 ~:bly requir-::d i\ _-;ser\·e t)r repl~1cG1t1c11t t\1nd: ·,/ ... ii! l;c it1vcstc:d i11 LLt.:.: 
imesln1,~nt contr:1,:.1 described in th 1~ Trusi indenture for the Bonds ?r,d 0ther th,rn CH7;• 
funds descri.bed herein rnveslecl during a tempurary period pcrrnitkcl under Trea~. Regs. 



n::;quin:d reserve or replacement fond, as ckscribed in Treas Reg. f I. 148-~(t} n(l 
Proceeds oi· the Loan. ot· any mont:ys that ma1 hecomt: Repbcernent Pt·o,.:t:eds , as detin,.:,,d 
in Treas. lZeg. §l.l+S-l(c). of'the L,oan, in excess of the lessc;r of(i) five percent (5°0) of 
such Pro(:et:ds or (ii) Sl00,000. have bf:en in vested in ''higher yielding investments' '. as 
defint:d in the Code and the ·1·reasur_y Reg-ulat1ons thereund(:r. 

7. General. 

a. ·rhe .Burto\ver re,_1sonab1y e:~pects t11at neither the Prujec:t 7 nor any· p:.ui 
thereof. will be sold or otherwise disposed of by the Borrower prior to the final principal 
rnaturity elate of the Lo,m. 

b. There are no amounts, other than any funds specifically contributed by the 
Borrcnver and the Gross Proceeds of the Loan, that are uvaiJable for the Governmental 
Purpose and the tem1 of the Loan is not longer than reasonably necessary for the 
Governmental Purpose. 

c. Any Rebate Payments and any Yield Reduction Payments ( each 2s defined 
in the Supplemental Tax Certificate), mved pursuant to Section 148(-f) of the Code, will 
be rem.itted to the United States Treasury as directed by KRWFC, purstwnt to the 
Supplemental Tax Ce1iificate entered into with respect to tl1e Bonds. 

d. The BorTower has nol. employed in connection vvith the Loan o transaction 
or series of transacti,:.>ns that attempts to circumvent the provisions of Sections 103(b )(2) 
a0d 148 of the Code and the Treasury Regulations thereunder, enabling the Borro1Ner to 
exploit the difference between tax-exempt and taxable interest rates to gain a material 
financi3] advantage nncl/or increasing the burden on the market for tax-exempt 
obligations through actions such as issuing more obligations, issuing obligations sooner 
or al lowing them to remain outstanding longer than would othet-wise be necessary for tl1e 
Governmental Purpose. 

e. KR WFC has never been advised of any [jsting or contemplated listing by 
the lnt<::rn:11 Revenue Service to the efi~ct that the Borrower 's certification with respect ll, 
its obligations may not be relied upon ,.md no notice to that effect has been published in 
the LnteiT1al Revenue Bulletin. 

f Certain of the facts. estimates and circumst,mces contained herein arc 
basecl upon representations made by l(RWFC in the attached certificate, or in other letters 
and repnrts th~1.t ~1cccn.1.pan.Y the sundry closing doc urnents related tc1 the sale and del1\'ery 
of ti1c Loan. ·-rhe Bortu\.ver is not J.\\-·2rc of any t~1cts~ estirnate~ or c1rcumstr.1nces that 
\\·c:ulc! c~tuse it to question the uc!.;ut·t1cy of st~ch repr;:~senlations. ,-rn tht; best of th(: 

t:::dgc~ inf~Jfrnati()n uncl belief o!-' thc undcrs ignecL \vho is {!Uthorizecl b} the Born _ _1vv ;c r 
tu sign this c:erti fic~t l": un behalf of the Borrower, the above e.\pect,Hio m ut th(: Borrn1,1;er 

that wuuld mateTial\v change the f(m:going concluston. 



DCUlg 

c· 
,1 t'thc foregoing, it rs. noc expected th::tt the prncee,:b o f rhc Lcun 

1.v c)ulci cc~u.se the Lc,an or the Bonds Lo he "atbitro.gc bond.:/' Lu1C!c· ;-· 

ot ilk Cude· or the Treasurv Regulations th•.:i ·eunder. 

Dated as of Octubc~t- 19 . 2005 

BULLOCK PEN 'vVATER DISTR1CT 



:":.rnie Fletcher 

LaJuana S. \i-Vitcher Secretary 
Envir-onn1enta! and P:..iblic 
Protection Cabinet 

Christopher i_, Liliy 
Cornn1issioner 
Department of Public Prote-:;tio:1 

Honorable Thomas R. /'-Jisnaber 
Attorney at Law 

l,~??tt~{\ 
,::::/ t;:a '1 \-::',\ 
1>1 ,...-:,,, ;·~!I ·~\ \Lt' '-") \~,:;; 

Cor11n1on"'vealth of t<enluc:i:.y 
Pubiic Service Commissi on 

211 Sower Bivc!. 
P.O. Bo,: 615 

Frankfort. r\entucky 40602-0t; ·J 5 
Te lephone. (502) 564--39~10 

ra>: (502) 554-34·30 
;:isc .ky .gov 

August 17, 2005 

The Horwitz Law Firm. P.S.C A.tromeys anc! Counse!ors at Law 
54 ·1 Buttermilk Pike 
Suite 305 
Crescent Spring, ~~y 410, 7- l 689 

RE : Case No. 2005-00231 

We enclose one attested copy of the Commission's Order in the above case. 

800/jc 

Enclosure 

Sincerely, 

Beth O'Donnell 
Executive Director 

Mar~ David Goss 

Te resa J. Hi!! 
Vice Chairrnan 

Gregory Coker 
Co!T'1n1issloner 
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in the l\f:3tter of 

t.PPL/Cl\ TION OF THE BULLOCK PEN W/-\ TER 
DlSTRiCT FOR A CERTIFICATE OF PUBL.lC 
CONVENIENCE /iJ\JD NECESSITY TO 
CONSTRUCT ,£\ND F!N.At✓CE IMPROVEMENT 
PROJECTS AND TO IMPLEMENT SURCH.ARGES 
TO ITS EXISTING Rfa,TES PURSUANT TO f-<RS 
278.020 fa.ND 278.300 

!NTER!rvl ORDER 

CASE I\JO . 
2005-00231 

On June 17, 2005, Bullock Pen V\/ater District ("Bullock Pen") appiied for a 

Certificate of Pubiic Convenience and Necessity ("CPCW) to construct and finance a 

waterworks pro_iect in two phases, Phase 8 and Phase 10, ·with construction costs in the 

amount of £1,886,000 and $926,800, respectively , and debt issuance costs in the 

amou11t of ~-19,500 and s1 ·1,428, respectively. Bullock Pen also applied for approval to 

implement surcharges to its existing rntes in order to pay the debt service on the 

indebtedness necessary to finance a portion of the project. Phase 8 involves the 

construction and installation of apprnximatety 21 . 75 miies of 8-inch, 6-inch, and 2-inch 

wat2riine, and will provide potable water to new customers in Grant County. Pr1ase ·10 

involves the construction and installation of approximately 7.9 mi!es of 8-inch waterline , 

and will provide potable water to ne\N custorners in Boone County. Bullock Pen states 

the project will have no adverse affect or impact on existing customers . 

Bullock Pen proposes to finance Phase 8 through a Kentucky infrastructure 

Authority ('KIA'') Tobacco Grant in the amount of S66 .500, a Kl/-\ Grant (2005) in the 

amount of SG00,000 a loan in the amount of S5'14 ,000 from the Kentucky Ru1·al \fVater 



r--1n3n:::e Ccirporation (' ~(R.\/\JFC"), and tap-on fees in the ar71ount of S56,50J. Bullock 

loan in the a1T1ount of S290,000 frDm the ~(RVVFC, a contribution c,f S308.933 from the 

t:-\oone County Fiscal Court, and t3p-on fees in the amount of $39, 1·15. 

Bullock Pen has requested that Commission appmvai of the proposed 

construction and financing be granted as expeditiously as possible so that construction 

may begin in a timely manner. By subsequent Order in this case, the Commission 11vill 

address the proposed surcharge. 

Having reviewed the application and being othervvise sufficiently advised, the 

Comn,ission finds that: 

1. Bul!ock Pen is a water district organized pursuant to KF<S Chapter 7 4. 

2. Bu!iock Pen cw,.,rns and operates facilities used to distribute wster ror 

compensation to approximately 6,000 customers in Grar1t, Kenton, Pendleton, Boone, 

and Gal latir1 counties , f<entucky . 

3. Bullock Pen proposes to construct approximately 29.65 miles of 8-inch 1 6-

inch , and 2--inch waterline in Grant and Boone counties. 

The proposed project will provide potable water to nevv customers in Grant 

and Boone counties. 

5. CMW, Inc of Richmond. Kentucky prepa1·ed the plans and specifications 

for the proposed project 

6. The Division of Water of the Kentucky Environmental and Public 

Protection Cabinet has approved the plans and specifications for the proposed pioject. 

-2- Case No. 2005-0023·1 



pmject v-11li ssrve. 

B. The proposed :.:.:onstructio;-1 VJili neither· create wasteful c!uplicarion of piant. 

equiprnent, p:-opei°'ty , or fac:iiities, nor r-2suit in uneconomic or wasteful cornpeiit1Dr1 

b2t1Neen public utilities. 

9. Publ ic convenience and necessity requil·e the construction set forth 1n 

Bullock Pen's application . 

10. The estimated total cost of the proposed project, including construction 

cost, contingencies, and engineering and inspection fees, is $2,843,000. 

11. Bu llock Pen proposes to finance the pmposed project through a KIA 

Tobacco Grant in the amount of $725,000, other KIA c-:;rants in the amounts of $600,000 

and $300,000, tap-on fees in the an1ounts of S66,500 and S39,115 , loans from the 

KRVVFC in the amounts of $514,000 and S290,000, and 2 contribution from the Boone 

County Fiscal Court in the amount of £308,933. 

12. Bu!!ock Pen's proposed loans from KR\f\/FC are for a iawful object within 

Bullock Pen's corporate purposes, are necessary and appropriate for and consistent 

1Nith Bullock Pen's proper perfonriance of its service to the public and will not impair its 

ability to perform that service, and are reasonably necessary and appropriate for such 

purpose. 

IT IS THEREFORE ORDERED that: 

1. Buiiock Pen is granted a CPct,J to cDnstruct the proposed waterNorks 

p:·oject as set forth in the plans and specifications of recoi-d hersin 

Case hlo. 2005-00231 



construed as Cornmission approva! of the assessment of th:': pro·1Josed surchai-qe ' ~ 

3. Bullock Pen is authorized to enter into the proposed loan agreen-·1ents vvith 

f<RV\/FC to bo1-row $514,000 and S290 ,000 crnd to repay such ioa11s over a 25-year 

period at inter·est rates varying from 3.38 percent to 5 05 percent Bullock Pen shall use 

the proceeds from the loan authorized herein only for the purpose of financing the 

pr"Oposed project. 

4. Bui!ock Pen shall obtain approval from the Commission prior to performing 

a11y additional construction not expressly authorized within this Order. 

5. Any deviation from the construction approved herein shall be underiaken 

only with the prior approval of the Commission. 

6. E3uilock Pen shall furnish documentation of the total costs of this project, 

including the cost of c.:onstr·uction and ali other capitaiized costs (engineering, lega!, 

administrative, stc .) , vvithin 60 days of the date that construction is substantially 

completed. Construction costs should be classified into appropriate plant accounts in 

ascordance with the Uniform System of /i,ccounts for Water· Utiiities pr-escribed by the 

Commission. 

1. Bullock Pen shall require the construction to be inspected under the 

general supervision of a professional engineei· with a Kentucky registration in civil or 

mechanical engineer·i1-1g, to ensure that the construction v,;or~~ is done in accordance 

with the contract dravvings and specifications and in co:-1fo:-man ce with the best 

practices of the construction trades involved in the project. 

-4- Case !\Jo. 2005-0Cl231 



c.ontr·act plans and spe c::i fications \Vithin 60 days of the subs.tantia! con1plet!on of the 

construction ce1-tifi cate ci hereii-1 

Nothing contained herein shall be deen1ed a warranty or· fi1-1ciing of value of 

securities or financing authorized herein on the part of the Comrnonvvealth of r(entucky 

or any agency thereof. 

Done at Frankfort, Kentucky, this i 7th dav of August, 2005. 

By the Commission 

Case No. 2005-0023'1 
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