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BOND RESOLUTION

RESOLUTION OF THE NORTH MERCER WATER DISTRICT
AUTHORIZING AND PROVIDING FOR THE ISSUANCE AND SALE OF
$3,400,000 PRINCIPAL AMOUNT OF NORTH MERCER WATER
DISTRICT WATERWORKS REVENUE BONDS, SERIES 2022 FOR THE
PURPOSE OF FINANCING THE COST (NOT OTHERWISE PROVIDED)
OF THE CONSTRUCTION OF EXTENSIONS, ADDITIONS AND
IMPROVEMENTS TO THE EXISTING WATERWORKS SYSTEM OF SAID
DISTRICT; SETTING FORTH TERMS AND CONDITIONS UPON WHICH
SAID BONDS MAY BE ISSUED AND OUTSTANDING; PROVIDING FOR
THE COLLECTION, SEGREGATION AND DISTRIBUTION OF THE
REVENUES OF SAID WATERWORKS SYSTEM; AND PROVIDING FOR
AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS.

WHEREAS, the waterworks system (the "System") of the North Mercer Water District (the
"District") is owned and operated by said District pursuant to Chapters 58 and 74 of the Kentucky
Revised Statutes (the "Act"), and

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

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

WHEREAS, it is the desire and intent of the District at this time to authorize and provide for
the issuance of revenue bonds in the principal amount of $3,400,000 (the "Current Bonds"), for the
purpose of financing the cost (not otherwise provided) of the construction of extensions, additions
and improvements to the System of the District, in accordance with plans and specifications
prepared by Bluegrass Engineering. PLLC and to prescribe the covenants of the District, the rights
of Bondowners and the details of the issuance and sale of the proposed Current Bonds, and

WHEREAS, the District desires and intends that the Current Bonds be issued subject to the
vested rights and priorities in favor of the owners of the outstanding Prior Bonds, and

WHEREAS., the District is filing an application with the Kentucky Public Service
Commission for the issuance of a Certificate of Public Convenience and Necessity, authorizing the
construction of said extensions, additions and improvements, and

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




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

Section 101. Definitions. As used in this Resolution, unless the context requires otherwise:

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

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

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

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

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

"Bonds of 2011" or "Series 2011 Bonds" refer to the North Mercer Water District
Waterworks Revenue Bonds, Series 2011 (Phase I Project), dated January 19, 2012, in the original
authorized principal amount of $1,874.000.

"Bonds of 20114" or "Series 20114 Bonds" refer to the North Mercer Water District
Waterworks Revenue Bonds, Series 2011A (Phase I Project), dated January 19, 2012, in the

original authorized principal amount of $1.547.000.

"Bond Resolution of 2011" or "2011 Bond Resolution" refer to the Resolution authorizing
the Bonds of 2011, duly adopted by the Board of Commissioners of the District on May 11,2011.

"Bond Resolution of 20114" or "20114 Bond Resolution" refer to the Resolution authorizing
the Bonds of 201 1A, duly adopted by the Board of Commissioners of the District on May 11,2011.

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

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

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

"Construction Account” refers to the North Mercer Water District Waterworks Revenue
Bonds Construction Account, created in Section 301(B) of this Current Bond Resolution.
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"Contractors" refers to the general contractors who have been employed by the District to
construct the Project.

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

"Current Bonds" refers to the $3.400.000 of North Mercer Water District Waterworks
Revenue Bonds, Series 2022 authorized by this Resolution, to be dated as of the date of issuance
thereof.

"Current Sinking Fund" refers to the North Mercer Water District Waterworks Revenue
Bonds Sinking Fund of 2022, described in Section 401 of this Resolution.

"Depository Bank" refers to the bank. which shall be a member of the FDIC, which bank is
Community Trust Bank, Harrodsburg, Kentucky, or its successor.

"Depreciation Fund” refers to the North Mercer Water District Depreciation Reserve Fund,
described in Section 402 of this Resolution.

"District’ refers to the North Mercer Water District of Anderson. Boyle, Mercer and
Washington Counties. Kentucky.

"Engineers'" refers to the Engineers or any one of them, who prepared the plans and
specifications for the construction of the Project and who will supervise the construction thereof
and/or will furnish full time resident inspection of the construction of the Project, and shall be
deemed to refer to Bluegrass Engineering, PLLC. or a member of said firm, or their successors.

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

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

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

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

"Government" refers to the United States of America, or any agency thereof, including RD.
"Independent Consulting Engineer" refers to a consulting engineer or a firm of consulting

engineers of recognized excellent reputation in the field of waterworks system engineering, and such
definition includes the Engineers named above.




"Interim Lender" refers to Kentucky Rural Water Finance Corporation, Bowling Green,
Kentucky, its successors or assigns: or any other financial institution or governmental agency
approved by the District.

"KRWFC 2010C Loan"refers to the outstanding Kentucky Rural Water Finance Corporation
2010C Loan to the District, dated June 10, 2010, in the original principal amount of $1,790.000.

"KRWEC 2016D Loan"refers to the outstanding Kentucky Rural Water Finance Corporation
2016D Loan to the District. dated November 30, 2016, in the original principal amount of
$1.845.000.

"Local Counsel” refers to Norrie Currens, Esq.. Harrodsburg, Kentucky, or any other
attorney or firm of attorneys designated by the District.

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

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

"Operation and Maintenance Fund" refers to the North Mercer Water District Operation and
Maintenance Fund described in Section 401 of this Resolution.

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

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

"Prior Bonds" refers collectively to the Series 2011 Bonds, the Series 201 1A Bonds, the
KRWEC 2010C Loan and the KRWFC 2016D Loan.

"Prior Bond Resolution" refers collectively to the 2011 Bond Resolution, the 201 1A Bond
Resolution and the Resolutions authorizing the KRWFC 2010C Loan and the KRWFC2016D Loan.




"Prior Sinking Fund" refers to the North Mercer Water District Waterworks Revenue Bond
Sinking Fund, described in Section 401 of this Resolution.

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

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

"RD" refers to the United States Department of Agriculture, acting through Rural
Development.

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

"Revenue Fund” refers to the North Mercer Water District Waterworks Revenue Fund,
described in Section 401 of this Resolution.

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

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

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

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

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

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




District as a revenue producing public project pursuant to the Act. so long as any Bonds remain
outstanding.

Section 103. Construction Award Approved; Work Authorized. The Commission
hereby authorizes, approves, ratifies and confirms its previous action in advertising for and taking
steps toward awarding the contracts for the construction of the Project to the lowest and best bidders.
and further approves the action of the District officials in entering into formal contracts with said
bidders, subject to the necessary approvals being obtained. Authority is hereby given for under-
taking the construction of the Project according to the plans and specifications heretofore prepared
by the Engineers for the District, after all necessary approvals have been obtained.

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

Section 105. Authorization of Bonds. The District has determined that the total cost of the
Project, including preliminary expenses, land and rights-of-way, engineering expense, capitalized
interest during construction. legal and administrative costs. publication costs, and all incidental
expenses, will not exceed $3,400,000. Therefore, it is hereby determined to be necessary in order
for the District to finance the cost (not otherwise provided) of the Project that the District issue a
total of $3,400,000 of Current Bonds.

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project,
under the provisions of the Act, there is hereby authorized to be issued and sold $3,400,000 principal
amount of North Mercer Water District Waterworks Revenue Bonds, Series 2022,

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

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

Section 106. Recognition of Prior Bonds. The District hereby expressly recognizes and
acknowledges that the District has previously created for the benefit and protection of the owners
of the Prior Bonds. a certain lien and pledge and certain security rights relating to the System., all
as set forth in the Prior Bonds and in the Prior Bond Resolution.

Section 107. Current Bonds Shall be Pavable Out of Gross Revenues. The Current
Bonds and any additional Parity Bonds that may be issued under the conditions and restrictions




