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WHEREAS, in and by the Prior Bond Legislation (as hereinatter defined), the right and
privilege was reserved by the Governmental Ageney under conditions and restrictions set out in
satd Prior Bond Legislation, ot issuing additional bonds from time to time. payable trom the
income and revenues of the System and ranking on a parity with the Governmental Agency’s
outstanding Prior Bonds (as hereinafter defined), for the purpose, among other things, of
financing the costs of extensions, additions and improvements to the System, and refinancing
certain outstanding indebtedness, which conditions and restrictions are found to currently exist
and prevail so as to permit the issuance of certain proposed additional bonds so as to rank, when
1ssued, on a parity with the outstanding Prior Bonds; and

WHEREAS, it 13 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 “Obligations™], for the purpose of
financing the Project, and to reaftirm 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 [ssuer 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 Loan pursuant to the Act and the Indenture to be applied to the Project upon the
conditions hereinafter enumerated and the covenants by the Governmental Agency herein
contained; and

WHEREAS, the Issuer and the Governmental Agency have determined to enter into this
Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth their
respective duties, rights, covenants, and obligations with respect to the 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 CONSIDERATION OF THE MUTUAL
COVENANTS HEREIN SET FORTH, THE LOAN HEREBY EFFECTED AND OTHER
GOOD AND VALUABLE CONSIDERATION, THE RECEIPT OF WHICH IS HEREBY
ACKNOWLEDGED BY EACH PARTY, THE PARTIES HERETO MUTUALLY
COVENANT AND AGREE, EACH WITH THE OTHER AS FOLLOWS:



Section 1. Definitions. As used in this Assistance Agreement. unless the context
requires otherwise:

“der” reters to Chapters 58 and 74 of the Kentucky Revised Statutes.

“dssisiance dgreemeni” refers to this Assistance Agreement authorizing the Loan and the
Obligations.

“Bond Counsel” refers to a nationally recognized firm ot Bond Counsel which firm has
prepared the legal proceedings for the Obligations, has turnished 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
regard to the legality of the Obligations and the tax exemption of the interest thereon.

“Bond Legislation of 1978 or “1978 Bond Legislation” refers to the resolution
authorizing the Series 1978 Bonds, which was adopted by the Governing Body on March 29,
1978.

“Bond Legislation of 1982 or “1982 Bond Legislation” refers to the resolution
authorizing the Series 1982 Bonds, which was adopted by the Governing Body on July 20, 1982.

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

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

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

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

“Compliance Group” refers to the Compliance Group identitied and defined in 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
will continue to be maintained for the benetit of all of the Bonds.

“Engineer” or “Independent Consulting Engineer” reters to an Independent Or\xultmg
Engineer or firm of Engmuus of excellent national reputation or of recognized excellen
reputation in Kentucky in the fields of waterworks and sewer engineering.
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direct obligations of the United States of America (including obligations issued or
beld 1n book-enuy form on the books of the Department of the Treasury of the
United States of America) or obligations the timely payvment of the principal of
and interest on which are tully guaranteed by the United States of America.
mcludmg n»tlummts evidencing an ownership interest in securities described in

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

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) fully secured
by collateral security described in clause (1) or (2) of this definition, which
collateral (a)is held by the Trustee or a third party agent during the term ot such
repurchase agreement, (b) is not subject to liens or claims of third parties and (¢)
has a market value (determined at least once every fourteen days) at least equal to
the amount so invested;

certificates of deposit of, 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 principal bank of a bank holding company, the debt obligations of
the bank holding company ot 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 fully insured by the Federal Deposit Insurance Corperation or (¢) which are
secured at all times, in the manner and to the extent provided by law, by collateral
security (described in clause (1) or (2) of this definition) of a market value (valued
at least quarterly) of no less than the amount of money so invested;

shares in any investment company registered under the Federal Investment
Governmental Agency Act of 1940 whose shares are registered under the Federal
Securities Act of 1933 and whose only investments are government securities
described in clause (1) or (2) of this definition and repurchase agreements fully
secured by government securities described in clause (1) or (2) of this definition
and/or other obligations rated AAA by S&P;
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tax-exempt obligations of am" state of the United States. or political subdivis lou
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thereof, which are rated AA or better by S&P or mutual funds invested only

in
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such obnganonsg

units of a taxable or nontaxable government money-market portfolio composed ot
U.S. Government obligations and repurchase agreements collateralized by such
obligations;
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Prior Bond Legisl
issuance of the Obligations.
> Governimental Agency reserves t’! riwht to finance future extensions, additions,
and’or tmprovements to the System by the issuance of one or more additional series of bonds to
be secured by a parity lien on and ratably payable from, the revenues of the System pledged 1o

o

the Prior Bonds and the Obligations, provided:

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

(& The Gov
in connection with all «
System or any part thereo

rmmental Agency is in compliance with all covenants and undertakings
ot the bonds then outstanding and payable from the revenues of the
4
L.
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(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 hereinafter provided, shall be certified by
an independent Certified Public Accountant to equal at least 120% of the 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 additional Parity Bonds to be issued
shall. regardless of whether such Parity Bonds are to be serial or term bonds, be determined on
the basis of the principal of and interest on such Parity Bonds being payable in approximately

equal annual installments.

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

(0 any revision in the schedule of rates or charges being tmposed at the time
of the issuance ot any such additional Parity Bonds, and -
(2) any increase in the “annual net revenues” to be realized, within 12 months
of the completion ot the Project, from the proposed extensions, additions, and/or
improvements being financed (in whole or in part) by such additional Panity Bonds:
provided all such adjustments shall be based upon and included in a certitication of a
Certified Public Accountant.

fe) Reference 1s made to the necessity of ob‘taining the written consent of the United
States Department of Agriculture Rural Development or its successor [the “RD™] for the issuance
ot future bonds encumbering the System while the RD n(l s any bonds payable from the

revenues of the System.









determination of whether to defease under (a) or (b} or both to be made by the Governing Body.
Such Pernutted investments shall have such maturities as to assure that there will be sufticient
tunds for such purpose. It such defeasance is to be accomplished pursuunt o (u), the
Governmental Agency shall take all steps necessary to publish the required notice of the
redemption of the outstanding Obligations and the applicable redemption date. Upon the proper
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ammount of such nvestments n;“;ﬂ” D}‘l(‘f‘ din escrow and so secu d such revenue

i pie
automatically fully deteased and released without any further action being necessary.

Section 14.  Contractual Nature of Assistance Agreement. The provisions of this
Assistance Agreement shall constitute a contract between the Governmental Agency and the
Issuer; and after the issuance of any of such Obligations, no cha'we variation or alteration of any
kind in the provisions of this Assistance Agreement, nor of the Prior Bond Legislaticn, shall be
made in any manner except as herein or therein provided urml_ such time as zli of the Bonds
authorized thereby and the interest thereon have been paid or provided for in full. or as otherwise
provided herein; provided (a) that the Governing Body may enact legislation for any other
purpose not inconsistent with the terms of this Assistance Agreement, and which shall not impair
the security of the Issuer and/or for the purpose of curing any ambiguity, or of curing, correcting
or supplementing any defective or inconsistent provisions contained herein or in any ordinance
or other proceedings pertaining hereto.

Section 15.  Appointment and Duties of Trustee. The Trustee is hereby designated
as the bond registrar and paying agent with respect to the Obligations.

Its duties as Trustee shall be as follows:

(a) To register all of the Obligations in the names of the Issuer;
(b) To cancel and destroy (or remit to the Governmental Agency for destruction, if so

requested by the Govemmental 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 available to the

Trustee by the Governmental Agency, semiannual interest payments directly to the Issuer’s
accounts for the Program:

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

(e) To supply the Governmental Agency with a written accounting evidencing the

payment of interest on and principal of the Obligations within thirty (30) days following each

respective due date.
The Trustee shall be entitled to the advice of counsel and shall be protected for any acts

taken by it in good faith in reliance upon such advice. The Trustee shall not be liable for any
actions taken in good faith and believed by it to be within its discretion or the power conterred
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Finance Corporation ("KRWFC"), and tap-on fees in the amount of $65,500. Bullock
n propeses 1o finance Fhase 10 through a KiA

loan in the amount of $290,000 from the KRWFC, a coniribution of $308,823 from the
ne County Fiscal Court, and tap-on in the amount of $39,115.

Bullock Pen has requested that Commission approval 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 will
address the proposed surcharge.

Having reviewed the application and being otherwise sufficiently advised,

Commission finds that:

1. Bullock Pen is a water district organized pursuant to KRS Chapter 74.
o Bullock Pen owns and operates facilities used to distribute water for

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

N

and Gallatin countiss, Kentucky.
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to construct approximately 29.65 miles of 8-inch, 6-
inch, and 2-inch wateriine in Grant and Boone counties.

4. The proposed project will provide potable water to new customers in Grant
and Boone counties.

< 3 CMW, Inc of Richmond, Kentucky prepared the plans and speci

for the proposed project

B. The Division of Water of the Kentucky Environmental and Public
Protection Cabinet has approved the plans and specifications for the proposed project

-2 Case No. 2005-0023



7 No utility is presently providing water service in the area that the proposad
project will serve
8. The proposed construction will neither create wasieful duplication of plant,

equipment, property, or facilities, nor resull in uneconomic or wasteful competition
between public utilities.

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

iy Bullock Pen proposes to finance the proposed project through a KIA
Tobacco Grant in the amount of $725,000, other KIA Grants in the amounts of $500,000
and $300,000, tap-on feas in the amounts of 366,500 and $39,115, loans from the
KRWEFC in the amounts of $514,000 and $280,000, and a contribution from the Boone

County Fiscal Court in the amount of $308,933

-
!\J

Bullock Pen’s proposed loans from KRWFC are for a lawful object within
Bullock 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 1S THEREFORE ORDERED that:

Buliock Pen is granted a CPCN tfo construct the proposed waterwork

project as set forth in the plans and specifications of record herein.



Builock Pen's application for a surcharge to its existing rate with respect to

o

Fhase & and Fhase 10 is continusd generally. Nothing containad in this Order shall be
construed as Commission app of the assessment of the proposed surcharg
3 Bullock Pen is authorized to enter into the propesed loan agreements with

KRWFC to borrow $514,000 and 3280,000 and to repay such loans over a 25-year
period at interest rates varying from 3.38 percent to 5.05 parcent. Bullock Pen shall use
the proceeds from the loan authcrized 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.

3. Any deviation from the construction approved herein shall be undertaken
only with the prior approval of the Commission.

8. Bullock Pen shall furnish documentation of the total costs of this project,
including the cost of construction and alt other capitalized costs (engineering, legal,
tc.), within 80 days of the date that construclion 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 construction to be inspected under the
general supervision of a professional engineer with a Kentucky registration in civil or
mechanical engineering, to ensure that the construction work is done in accordance
with the contract drawings and specifications and in conformance with the best

practices of the construction trades involved in the project.

-4- Case No. 2005-00231
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statement that the construction has been satisfactorily complated in accordance with the
. v 4 i -~ ¥ o £ Sty it e J = £ a1 i e ok il ol
contract plans and specifications within 80 days of the substantial completion of the

¢

construction certificated herein.

Nothing contained herein shall be dsemed a warranty or finding of value of
securities or financing authorized herein on the part of the Commonwealth of Kentucky
or any agency thereof.

Done at Frankfort, Kentucky, this 17th day of August, 2005.

By the Commission

Case No. 2005-00231


















































































































6. The Agreement has been duly authorized, executed and delivered by the Borrower
and constitutes a legal, valid and binding obligation of the Borrower. enforceable against the
Borrower in accordance with its terms.

The Borrower is not in default under or in violation of (1) any provisions of
applicab if:: taw, (i1) the Agreement, or (1ii) any indenture, mortgage, lien, agreement, con mct,
deed, lease, loan agreement. note, bond, order, judgment, decree or other instrument or
restriction of any kind or character to which it is a party or by which it or its properties are or
may be bound, or to which it or any of its assets is subject, which default would have a material
adverse effect on the condition, financial or otherwise, of the Borrower or on the ability ot the
Borrower to perform its obligations under the Agreement. Neither the execution and delivery of
the Agreement nor compliance by the Borrower with the terms, conditions and provisions of the
Agreement will conflict with or result in a breach of, or constitute a default under, any of the

~

foregoing.

8. Since the date of the financial information provided to 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 incurred any liability material to the financial position of

the Borrower.

2. 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 k;nowledge, threatened against or affecting the Bormrower wherein an unfavorable
decision, ruling or finding would materially adversely affect the business, properties, condition
(financial or otherwise) or the results of operations ot the Borrower or the ability of the Borrower
o perform its obligations under the Agreement.

10, All authorizations, consents and approvals of, notices to, registrations or filings
with, or other actions in respect of or by, any governmental body, agency or other instrumentality
or court required in connection with the execution, delivery and performance by the Borrower of
the Agreement have been duly obtained, given or taken (and copies thereof have been provided

1IN

to KRWFEFQC).

D

will be deemed to be a representation by the Borrower to KRWFC as to the statements made

therein.

L1 Any certificate signed by any ofticial of the Borrower and delivered to KRWFC






SUPPLEMENTAL TAX CERTIFICATE

Re:  Loan in the amount of $290,000. dated October 19, 2003, to the Bullock Per
Water District from the Kentucky Rural Water Finance Corporation Pu bi'
Projects Revenue Bonds (Flexible Term Program), Series 2005B.

THIS SUPPLEMENTAL TAX CERTIFICATE (the “Suppiemental Tax Certificate™) i
made and entered into as of October 19, 2005 by and between the Kentucky Rural Water Finance
Corporation {“"KRWFC”) and the Bullock Pen Water District (the “Borrower™):

WITNESSETH

WHEREAS, the Borrower has agreed, in an Assistance Agreement dated the date hereof
(the “Agreement™) to borrow $290,000 (the “Loan”) pursuant to a Program administered by
KRWFC and funded with a portion of the proceeds of the $4,855.000 Kentucky Rural Water
Finance Corporation Public Projects Revenue Bonds (Flexible Term Program), Series 2005B
which were issued on October 1, 2005 (the “Bonds™) by KRWFC pursuant to and secured by a
Trust Indenture, dated as of April 4, 2001 between the Issuer and The Bank of New York Trust
Company, N.A. (as successor in interest to Fifth Third Bank), as supplemented by a
Supp!ementa] Trust Indenture No. 18, dated October 1, 2005, between the Issuer and Regions
Bank, Nashville, Tennessee (collectively the * Indenture”) and to use the pmceeds of the Loan to
finance the cost of the construction of a water 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), Highway 42, Dickerson Road, Crouch Road, Cleeks Lane and Webb Road.
with appurtenances (the “Project”) for the Borrower’s waterworks system (the “System”); and

WHEREAS, it is necessary for the parties hereto to enter into this Supplemental Tax
Certiticate to ensure that interest paid on the Bonds and on the Loan shall all be and shall all
remain excludable from gross income for Federal income purposes, pursuant to the Internal
Revenue Code of 1986, as amended (the “Code™) and is not and will not become a specitic item
of tax preference under Section 57(a)(5)(C) of the Code for the federal alternative -minimum tax
and to comply with the requirements of KRWFC’s Tax Certificate (the “Tax Certificate™) dated
as of April 4, 200! issued with respect to the Bonds.

NOW, THEREFORE, the parties hereto agree and bind themselves as follows:

ARTICLE |
DEFINITIONS

Section (.01 Definitions.  In addition to words and terms defined elsewhere in this
each as herein d~>hnr:i ‘the —\m ‘mv

Supplemental Tax Certificate, the Code and Regulation
s hersinatter dern-eu}. the Indenture and ths
erms used in this Supplemental Tax Certificat
unless some other meaning is mimh intended:
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“drbitrace Bond'” means an ST
AFOLITUZE DO means Jdiny 0oohige

arbitrage bond under Sections 103(b} 2) and

Wrbirage Ceriificare ” means the Tax Certificate under Sections 103(b)(2) and (48 of
the Intermal Revenue Code of 1986, as amended. for the Bonds given by KRWFC, wncluding
certitications given with respect thereto by the Financial Advisor, the Underwriter and KRWFC

and for the Loan given by the Borrower.

"C’czpz‘/a/ Expenditure’” means any expense that i1s properly dtpr% able or amortizable or
is otherwise treated as a capital expenc diture under the Code, and for the purposes of determining
2ligible Reimbursement Allocatio \ including Costs of lssuance

“Closing Date " means the date of this Suppiemental Tax Certificate.

“Cost of Issuance” means any expenditure incurred in connection with the issuance of
the Loan or the Borrower’s share of such expenditures relating to the Bonds, including such costs
as underwriters’ spread, rating agency fees, appraisal costs, atforneys’ and accountants’ fees and
printing costs, but excluding Qualified Guarantee Fees or expenditures incurred in connection
with the construction of the Project.

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

“Federally-Guaranteed " means having the payment of either the principal of or interest
on any portion of the Loan or any loan made with the Proceeds of any portion of the Loan
guaranteed, in whole or in part, directly or indirectly, by *hf; United States, or acquiring any
[nvestment Propehy that 1s, dlrecﬂv or indirectly tederally-insured, except as otherwise
permitted by Section 149(b) of the Code.

“Governimental Entiny” means any State and any political subdivision and agency of any

State
“Gross Proceeds " means Sale Proceeds and Replacement Proceeds, determined pursuant
to Treas. Regs.§1.14 l(i:) and -1{c). all until spent.

“Investment Proceeds ™ means any amounts actually or constructively earned or received
from investing the Proceeds in Investment Property.

“Investmeni Property” means any security (as defined n Section 165(g02)(A) or (B) of
annuity contract or other investment-

the Cede), obligation (including any Tax- E cempt Bond).

type property,

“Non-Governmental Enticy” means any person or entity, other than a Governmental



“Pledged Fund ™ raeans any amount pledged. directly or indirectly, to pay principal of or
interest on the Loan and which provides reasonable assurance of such amounts being paid even if
the Borrower expetiences financial ditficulties, including amounts subject to a negative pledge.
“Private Loan” means any loan, divectly or indirectly, of any of the Proceeds of an
T

Sl ty,

e

obligation of a Governmental Entity to any Non-Governmental

“Private Use” means the use of any Proceeds of the Loan or any facilities financed with

such Proceeds by Private Users.

“Private User’ means any Non-Governmental Enfity, other than a natural person not

LLL 3 > v

engaged in a trade or business

“Rebate Amount” means the amount determined by KRWFC pursuant to the Tax
Certificate.

“Rebate Payments’ means any payment of the Rebate Amount made to the United States
Treasury.

“Redemption Date” means the date on which the last of the principal of and interest on

1

the Loan has been paid, whether upon maturity, redemption or acceleration thereof.

“Reimbursement Allocation” means a written allocation of the Proceeds of the
Agreement intended to reimburse the Bon*ower for Capital Expenditures for the Project that were
paid prior to the Closing Date, provided that any such allocation is made no later than eighteen
(18) months after the later of the date the Capital Expenditure was paid or the date the Project
was placed in service, but in no event later than three (3) years after the payment date. Any
written allocation made within thirty (30) days after the Closing Date shall be treated as if made
on the Closmg Date.

“Reimbursemeni Resolution” means a declaration of intent by the Borrower to finance,
by issuing debt, Capital Expenditures. For this purpose, the issuance of debt to finance specific
facilities shall constitute 3 Reimbursement Reselution, the date of adoption of which shall be no
later than the Closing Date of such debt.

“Replacement Proceeds’ means amounts replaced by Proceeds of the Loan, including
any sinking fund. Plcdceu Fund restricted gifts (not including qualified endowment funds,
pursuant to Treas. Reg §1.148-6(d)(3)(ii1)(C)) or reserve or replacement fund, or other funds
that would be available, direc ﬂ\f or indirectly, to pay debt service on the Loan, within the
meaning of Treas. Reg. §x 148-1(c).

das il w Daatemaikee T3 eass
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under which the Borrower or the Private User uses any portion of the System to carry on

research,



‘Service Coatract” means a contract between the Borrower and a Service Provider under
which the Service Provider pm\ iles services involving any portion or function of &
Governmental Facitity inanced with Governmental Bonds.

o Q\ P e 1.'19,. P iy Ly T s ¢omimy by Lv e b gcnatyacoh ol ey v g Cnim e s os 4 go wba pnen e anaen o g
QEFVICE rrovider EANS any rrivae USser that proviaes manageinent ot ptner services,

“State” means any stae and possession of the United States and the District of
Columbia.

™

“Treasury Regulation’ and “'Treus. Reg.” means any Regulation, Proposed Regulation

or T f—:'rr\por‘arv Regulation, as may be applicable, issu:d b\/ the United States Treasury
Department pursuant to the Co c‘ or the 1954 Code, as appro

“Yield" means, pursumt to Treas. Regs. §1.148-4 and -5, that discount rate which, when
computing the present value of all payments of prmupdl and interest to be paid on an obl gation,

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).

s

“Yield Reduction Amount™ means the amount determined by KRWFC pursuant to the
Tax Certificate.

Yield Reduction Payment™ means any payment of the Yield Reduction Amount made to
the United States Treasury.

Section 1.02. Interpretaiive Rules. For all purposes of this Supplemental Tax Certificate,
except as otherwise expressly provided or unless the context otheﬁvisc—r requires (a)
“Supplemental Tax Certificate” means this instrument, as originally executed and as it may from
to time be supplemented or amended pursuant to the applicable provisions hereof, (b) all
eferences 1n this instrument to designated “Articles”, “Sections™ and other subdivisions are to
the designated Amclvs, Sections and other subdivisions of this instrument as originally executed;
(c) the words “herein” “hcrcot , “hereunder”, “herewith” and other words of similar import refer
to this Supplemental Tax Certificate as a whole and not to any particular Article, Section or other
subdivision; (d) the terms defined in this Article have the ﬂean‘?ugs assigned to them in this
Article and include the plural as well as the singular; () all accounting terms not otherwise
defined herein have the meanings a_s.szgndj to them in acc md.mcc with genzwllv accepted
accounting principles; (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 b
deemed and construed to include correlative words of the feminine and neuter genders; and (h)
the headings used in this Supplemental Tax Certificate are for convenience ot reference only and

shall not define or limit the provisions hereot.
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COVENANTS, REPRESENTATIONS, ACKNOWLEDGMENTS AND DIRECTIONS

Secrion 2.0{. duthoritv and Organization. (a) The Borrower represents f for
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i ;.A\){ tical subdivision of the Commonwealth of i\\,ﬂll_iLL\\ Wi










4. Application of Proceeds. All of the Sale Proceeds will be used to pay the cost of
the Governmental Purpose, including issuance expenses and acerued interest to the Closing Date
No amount received as Proceeds of the Loan will be used in the manner not set forth in 1.§u>
seetion.

o Expenditure of Proceeds for the Governmental Purpose. The acquisition of
the Project will commence promptly following the Closing Date, and the Borrower has incurred,
or will incur, within six ( 6) months after the Closing Date, a substantial binding commitment to
expend at least five percent (5%) of the Net Sales Proceeds (cwmef'l iy Treas. Reg. §1.148-1(h)
as Sales Proceeds less an amount that is the lesser of five percent (5%) of the Sales Proceeds or
S100,000) on the Pm ect. The Borrower will expend at least eighty-five percent (85%) of the
Net Sales Proceeds by October |, 2007.

6. investment of Proceeds.

a. The Borrower has agreed in the Supplemental Tax Certificate, executed by

the Borrower on this date, that it will not invest any of tm Proceeds of t he Loa‘n without
the express consent of KRWFC, 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 or the debt to be treated as
“arbitrage bonds” under Sewom 103(b}2) and 148 of the Code and the Treasury

Regulations thereunder.

b. Not more than fifty percent (50%) ot the Proceeds of the Loan will be

invested in investments that both do not carry out the Govemnmental Purpose of the
Agreement and have a substantially guaranteed vield for at [east four (4) yegrs.

C. Amounts deposited in the Borrower’s Sinking Fund will be used to pay the
principal of md interest on the Loan, and the Borrower reasonably expects that there will
be no other funds that will be so used or which will be pledged to payment of the Loan

under circumstances such that the holder of the Loan s reasonably assured such fund will
be c.vmlabtc for payment of debt service on the Loan. The Sinking Fund is a fund that is
used pmmanly to achieve a proper matching of revenues and debt service within each
bond year. Money deposited in the Sinking Fund will be used within thirteen (13)
momhs trom 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 reqmrcmenw of the Loan and other parity
obligations for the then ensuing year or (i1) one year’s earnings on the Sinking Fund, the
Sinking Fund will be depleted annually through such application ftor current debt service
requirements of the Loan and other pmt\ obligations. Any income eamed from the

investment of amounts deposited in the Sinking Fund will be retained in the Sinking Fund
nid e p:rdcc% v,id'nn one year from the dqa ot receipt
. Any unexpended portion of the Proceeds o Loan. including any

T 3 Soe AFe o
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invesiment confraci W\ﬁrlofd m ﬂ’!‘f Trust Indenture for the m*d;
t 1

funds described herein invesied dunng a temg



TR

S ias-1 through <11 issued under the
required reserve or replacement fund, as described in Treas. Reg. §1.148-2(f). no
Proceeds of the Loan, or any moneys that may become Replacement Proceeds, as defined

“ode, i any, or any amouats in any reasonably

in Treas, Reg. §1.148-1(c), of me Loan, in excess of the lesser of (1) five percent (5%) of
such Proceeds or (i) $100,000, have been invested in “higher vielding investments”. as

L
E [P o SR o Y (NN S < O S 5 -
defined in the Code and the Treasury Regulations thereunder.

General

a. The Borrower reasonably expects that neither the Project. nor

al an
thereot, will be sold or otherwise dbpo.sut of by the Borrower prior to the final pri
maturity date of the Loan,

b. There are no amounts, other than any funds speciﬁcallv contributed by the
Borrower and the Gross Prw 1‘ of the Loan, that are available for the Gov ernmental
Purpose and the term of the Loan is not longer than reasonably necessary for the

Governmental Purpose.

2. Any Rebate Payments and any Yield Reduction Payments (each as detined
in the Supplemental Tax Certificate), owed pursuant to Section 148(f) of the Code, will
be remitted to the United States Treasury as directed by KRWFC, pursuant to the

Supplemental Tax Certificate entered into with respect to the Bonds.

d. The Borrower has nol employed in connection with the Loan a transaction
3 circumvent the provisions of Sections 103(b)(2)

transactions that attempts to ¢
1e Code and the Tr y Regula hors thereunder, enabling the Borrower to

an e rea gl
exploit the difference between tax empt and taxable interest rates to gain a material
inancial advantage and/or increasing the buv den on the market for tax-e met
obligations through actions such as issuing more obligations, issuing ot hganona soone
or allowing them to remain outstanding longer than would ot hc—:w ise be necessary for the
C mxermmeutw Purpose.

=) KRWFC has never been advised of any | t1 :, or contemplated listing by
the internal Revenue Service to the effect that the Borrower's certification with respect to
its ooligations may not be relied upon and no notice to m:;t effect has been published in

LI IR ERNOR Ty b [P
Revenue Bulletin

grein are
160 letters

(C

facts, estimates and circumstances contained |
entations made by KRW F( in the attached certificate, or in ot

s

ccompany the sundry Clc 2 documents related to the sale and

it

{5 - ,T.’-' g oy g o N ,-
> Borrower is not aware of any ht(.{o, o T CIrCL
on f‘v- ACCULAags D,f such representations. To t
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peliel of the undersigned, who 18 authorized by the Borrowes
ions of t}‘v:f B{)I‘R)\/\«‘&I’

> 00 }')Ln alt of the Borrower, ._he above expec

g
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hera are no other facts

that would matenally change the foregoing conclusion.
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ADPU“[\ TTON OF THE BULLOCK PEN WATE )

‘-‘TR!:,T FOR A CERTIFICATE OF PUBLIC )
CONVENIENCE AND NECESSITY TO ) CASE NO.
CONSTRUCT AND FINANCE IMPROVEMENT ) 2005-00231
PROJECTS AND TO IMPLEMENT SURCHARGES )

TO ITS EXISTING RATES PURSUANT TO KRS )
278.020 AND 278.300 )

INTERIM ORDER

On June 17, 2005, Bullock F Bullock Fan™

/

Pen Water District (*
Certific

waterworks project in two phases

amount of $1,886 000 and $828,800, issuance

Pk

implement surcharges to its existing rates in order to pay the

indebtedness necessary to finance a portion of the project. Pha
construction and installation of approximately 21.75 miles of

waterline, and wiil provide potable wa

involves the construction and installation of approximately 7.9 miles of
and will provide potable water to new customers in Boone County.
the projec

t will have no adverse affect or impact on existing customers.

Kentucky

debt service on

se 8 involves th

applied for a
ate of Public Conveniance and Necessity ("CPCN") to construct and finance a

Phase 8 and Phase 10, with construction costs in the

@)
0

Bullock Pen also applizd for approval {o

the

(23]

I 8-inch, 6-inch, and 2-inch
er to new customers in Grant County. Phase 10
8-inch waterline,

Bullock Pen states

Infrastructure

Authority ("KIA") Tobacco Grant in the amount of 566,500, a KIA Grant (2005) in the

A

Rural Water



Finance Corporation ("KRWFC™), and {ap-on feas in the amount of $66,500. Bullock
Pan propeses to finance Phase 10 through a KiA Grant in the amow
loan in the amount of $290,000 from the KRWFC, a contribution of $308,933 from tha
Boone County Fiscal Court, and tap-on fzes in the amount of $38.115.

Bullock Pen has reguested that Commission approval of the proposed
construction and financing be granied as expeditiously as possible so that construction
may begin in a timely manner. By subsequent Order in this case, the Commission will
address the propesed surcharge.

Having reviewed the application and being otherwise sufficiently advised, the

Commission finds that:

: Bullock Pen is a water district organized pursuant to KRS Chapter 74.
z, Bullock Pen owns and operates faciliies usesd to distribute water for
compensation to approximately 6,000 customers in Grant, Kenton, Pendleton, Boons

3. Bullock Pen propeses to construct approximately 29.65 miles of 8-inch, 6-

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

-
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D
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T3

ect will provide potable water o new customers in Grant
and Boone counties.

-4 CMW, Inc of Richmond, Kentucky prepared the plans and specifications
for the proposed project.

& The Division of Water of the Kenfucky Environmental and Public

Protection Cabinet has approvad the plans and specifications for the proposad project.
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project will serve.

8. The proposad construction will neither create wasteful duplication of plant,
, T - ek . - B e B Qe wioismieEs s T T TN N -
equipment, propeity, or acilities, nor rasuli in unsconomic or wasteful con ipetition

betweaen public utilities.

3

ce and necessity require the consfruction sat forth in

C)

9. Public conven
Bullock Pen's application.
10.  The estimated fotal cost of the proposed project, including construction

iees, is $2,843.000.

cost, contingencies, and engineering and inspection
11. Bullock Pen proposes to finance the proposed project through a KiA
Tobacco Grant in the amount of $725,000, other KIA Grants in the amounts of $600,000

and $300,000, tap-on fees in the amounts of $66,500 and $39,115, loans from the

2

KRWFC in the amounts of $514,000 and $290.000, and 2 contribution from the Boone
County Fiscal Court in the amount of $308,833.

12, Bullock Pen’s proposed loans from KRWFC are for a lawful object within
Bullock Pen's corperate 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.

T 15 THEREFORE ORDERED that:

1. Buliock Pen is granized a CPCN to construct the proposed waterworks
..Y.h‘_::,-&f < e ,,_] L o | 5 e P A PO AN o R il r
projact as set forth in the plans and specifications of record herein.
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3 Bullock Pen is authorized 1o enter into the proposed loan agreemenis with
KRWFC to borrow $514,000 and $280,000 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

th

]

proceads 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.
=4 Any deviation from the construction approved herein shall be undertaken

only with the prior approval of the Commission.

8. 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 80 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 Ulilities prescribed by the

Commission.

Te Bullock Pen shall require the construction to be inspecied under the
general supervision of a professional engineer with a Kentucky registration in civil or

mechanical enginesring, to ensure that the construction work is done in accordance

the contract drawings and specifications and in conformance with the best

practices of the construction trades involved in the project.
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