ARF FORM-1 July 2014

SUBMIT ORIGINAL AND FIVE ADDITIONAL COPIES, UNLESS FILING ELECTRONICALLY

APPLICATION FOR RATE ADJUSTMENT
BEFORE THE PUBLIC SERVICE COMMISSION

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

Garrison Quincy-Ky-O-Heights Water District

(Name of Utility)

284 Murphys Ln

(Business Mailing Address - Number and Street, or P.0. Box )

Garrison, KY 41141

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

606-757-4898

(Telephone Number)

BASIC INFORMATION

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

Trent Underwood
(Name)

284 Murphys Ln

(Address - Number and Street or P.0. Box)

Garrison, KY 41141

(Address - City, State, Zip)

606-757-4898

(Telephone Number)

teunderwood@windstream.net
(Email Address)

(For each statement below, the Applicant should check either "YES", "NO", or

“NOT APPLICABLE” (N/A)) YES NO N/A

1. a. Inits immediate pastcalendar year of operation, Applicant had $5,000,000 or less in O
gross annual revenue.

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

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

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

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

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

the state of Kentucky.

Applicant is a limited liability company that is organized under the laws of the state [] O
of , is authorized to operate in, and is in good standing in
the state of Kentucky.

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

the state of Kentucky.

Applicant is a sole proprietorship or partnership. I:I O
Applicant is a water district organized pursuant to KRS Chapter 74. OO
Applicant is a water association organized pursuant to KRS Chapter 273. ] I:I

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

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

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

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

application. (Attach a copy of customer notice.)

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

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

application. (Attach a copy of customer notice.)

Applicant has more than 20 customers and has made arrangements to publish 0
notice once a week for three (3) consecutive weeks in a prominent manner in a

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

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

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

Applicant requires a rate adjustment for the reasons set forth in the attachment O
entitled “Reasons for Application.” (Attach completed “Reasons for Application”
Attachment.)



10.

11.

12.
13.

14.

15.a.
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Applicant proposes to charge the rates that are set forth in the attachment entitled
“Current and Proposed Rates.” (Attach completed “Current and Proposed Rates”
Attachment.)

Applicant proposes to use its annual report for the immediate past year as the test
period to determine the reasonableness of its proposed rates. This annual report is
for the 12 months ending December 31, 2022 .

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

Based upon test period operations, and considering any known and measurable
adjustments, Applicant requires additional revenues of $ 141,239 and total
revenues from service rates of $ 588,311 . The manner in which these amounts
were calculated is set forth in “Revenue Requirement Calculation” Attachment.
(Attach a completed “Revenue Requirement Calculation” Attachment.)

As of the date of the filing of this application, Applicant had customers.

A billing analysis of Applicant's current and proposed rates is attached to this
application. (Attach acompleted “Biiling Analysis” Attachment.)

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

Applicant has outstanding evidences of indebtedness, such as mortgage agreements,
promissory notes, or bonds.

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

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

YES NO N/A

V0O

0O

[ [

[ O
[ O
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10O
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YES NO N/A
16.a. Applicant is not required to file state and federal tax returns. |
b. Applicant isrequired to file state and federal tax returns. O

c. Applicant's mostrecent state and federal tax returns are attached to this Application. [ []
(Attach a copy of returns.)

17. Approximately 0 (Insert dollar amount or percentage of total utility [7]
plant) of Applicant's total utility plant was recovered through the sale of real estate
lots or other contributions.

18. Applicant has attached a completed Statement of Disclosure of Related Party [] []
Transactions for each person who 807 KAR 5:076, §4(h) requires to complete such form.

By submitting this application, the Applicant consents to the procedures set forth in 807 KAR
5:076 and waives any right to place its proposed rates into effect earlier than six months from the date on
which the application is accepted by the Public Service Commission for filing.

| am authorized by the Applicant to sign and file this application on the Applicant's behalf, have read
and completed this application, and to the best of my knowledge all the information contained in this
application and its attachments is true and correct. 7

// 4 /%, /
Signed
fficer of the Company/Authorized Representative

Title MAA@(%

Date /& -]/-2 2
COMMONWEALTH OF KENTUCKY
COUNTY OF ngi‘s
Before me appeared Trent Underwood , who after being duly sworn, stated

that he/she had read and completed this application, that he/she is authorized to sign and file this
application on behalf of the Applicant, and that to the best of his/her knowledge all the information
contained in this application and its attachments is true and correct.

V/lm\m %szam/\ 7L“(KyvuP 2549

Notary Public

My commission expires: q /9— /&6
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LIST OF ATTACHMENTS
(Indicate all documents submitted by checking box)

Customer Notice of Proposed Rate Adjustment
“Reasons for Application” Attachment”
[“]Current and Proposed Rates” Attachment
“Statement of Adjusted Operations” Attachment
[“]“Revenue Requirements Calculation” Attachment
[v]Attachment Billing Analysis” Attachment

Depreciation Schedules

[v] Outstanding Debt Instruments (i.e., Bond Resolutions, Mortgages, Promissory Notes,
Amortization Schedules.)

[[] state Tax Return

[CJFederal Tax Return

Statement of Disclosure of Related Party Transactions - ARF Form 3



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

Garrison Quincy Water District is requesting an increase in its water rates to its customers. The water rate increase is
necessary to ensure the financial integrity of the District. The district believes that based on the allocations performed in
the rate study, no increase to sewer rates is necessary at this time.



GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT
CUSTOMER NOTICE

Notice is hereby given that the Garrison-Quincy-Ky-O-Heights Water District expects to file an
application with the Kentucky Public Service Commission on or about November 15, 2023, seeking
approval of a proposed adjustment to its water rates. The proposed rates shall not become effective
until the Public Service Commission has issued an order approving these rates.

CURRENT AND PROPOSED MONTHLY WATER RATES
Garrison-Quincy-Ky-O-Heights Water District

Minimum Bills Based on Meter Size

Gals. Incl'd. Minimum Bills Dollar Percent
Meter Size in Minimum Current Proposed Increase Increase
5/8x 3/4inch 2,000 $23.12 $30.43 $7.31 31.6%
linch 10,000 88.33 116.23 27.9 31.6%
2inch 50,000 328.31 432.23 103.92 31.7%
Rates for Water Usage in Addition to Minimum
Charge per 1,000 Gals. Dollar Percent
No. of Gallons per Month: Current Proposed Increase Increase
First 2,000 Gallons $23.12 $30.43 $7.31 31.6%
Next 3,000 Gallons $9.08 $11.95 2.87 31.6%
Next 5,000 Gallons $7.59 $9.99 2.4 31.6%
Over 10,000 Gallons $6.00 $7.90 1.9 31.7%
Bulk Water
All Purchases $9.89 $13.02 $3.13 31.6%
Water Loss Reduction Surcharge
All Customers $1.73 per Customer per Month

If the Public Service Commission approves the proposed water rates, then the monthly water bill for a
customer using an average of 3,000 gallons per month will increase from $32.20 to $42.38. This is an
increase of $10.18 or 31.62%.

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

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

A person may also examine the application at the Public Service Commission’s offices located at 211
Sower Boulevard, Frankfort, Kentucky, 40601, Monday through Friday, 8:00 a.m. to 4:30 p.m., or
through the Public Service Commission’s website at http://psc.ky.gov. Comments regarding the



http://psc.ky.gov/

application may be submitted to the Public Service Commission through its website or by mail to Public
Service Commission, PO Box 615, Frankfort, Kentucky, 40602. You may contact the Public Service
Commission at 502-564-3940.

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



Appendix A
CURRENT AND PROPOSED MONTHLY RATES
Garrison-Quincy Water District
WATER DIVISION

CURRENT RATE SCHEDULE PROPOSED RATE SCHEDULE

5/8" x 3/4" Meters 5/8" x 3/4" Meters

First 2,000 gallons S 23.12 Minimum Bill First 2,000 gallons $ 30.43 Minimum Bill

Next 3,000 gallons 9.08 per 1,000 gallons Next 3,000 gallons 11.95 per 1,000 gallons

Next 5,000 gallons 7.59 per 1,000 gallons Next 5,000 gallons 9.99 per 1,000 gallons

Over 10,000 gallons 6.00 per 1,000 gallons Over 10,000 gallons 7.90 per 1,000 gallons
1" Meters 1" Meters

First 10,000 gallons S 88.33 Minimum Bill First 10,000 gallons $116.23 Minimum Bill

Over 10,000 gallons 6.00 per 1,000 gallons Over 10,000 gallons 7.90 per 1,000 gallons
2" Meters 2" Meters

First 50,000 gallons $328.31 Minimum Bill First 50,000 gallons $432.23 Minimum Bill

Over 50,000 gallons 6.00 per 1,000 gallons Over 50,000 gallons 7.90 per 1,000 gallons
Bulk Water Bulk Water

All purchases S 9.89 per 1,000 gallons All purchases S 13.02 per 1,000 gallons
Wholesale Customers Wholesale Customers

First 1.0mil gallons $ 2,000 Minimum Bill First 1.0 mil gallons § 2,000 Minimum Bill

Next 2.0 mil gallons 2.00 per 1,000 gallons Next 2.0 mil gallons 2.00 per 1,000 gallons

Over 3.0 mil gallons 2.20 per 1,000 gallons Over 3.0 mil gallons 2.20 per 1,000 gallons
Water Loss Reduction Surcharge Water Loss Reduction Surcharge

S 1.73 per Customer S 0.73 per Customer




SCHEDULE OF ADJUSTED OPERATIONS

Garrison-Quincy Water District

Water Division

Operating Revenues

Metered Sales to Retail Customers

Bulk Sales
Sales for Resale
Other Water Revenues:
Forfeited Discounts
Misc. Service Revenue
Other Water Revenue
Total Operating Revenues

Operating Expenses

Operation and Maintenance
Salaries and Wages - Employees
Salaries and Wages - Officers
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Materials and Supplies
Contractual Services
Transportation Expenses
Insurance - General Liability & Other
Advertising Expenses
Miscellaneous Expenses
Total Operation and Mnt. Expenses
Depreciation Expense
Taxes Other Than Income
Total Operating Expenses
Net Utility Operating Income

Test Year Adjustments Ref. ProForma
$ 572,507 (76,679) A
(7,950) B
(88,505) C
(960) D § 398,413
- 48,660 A 48,660
- 23,429 A 23,429
- 4,590 A 4,590
- _ A -
$ 572,507 (97,415) S 475,092
189,192 (3,975) E 185,217
8,139 8,139
36,181 36,181
32,351 (3,627) F 28,724
37,230 (4,174) F 33,056
13,258 (1,486) F 11,772
25,980 (3,975) E 22,005
10,396 10,396
10,812 10,812
29,058 29,058
79 79
32,007 32,007
424,683 407,446
101,505 9,854 G 111,359
20,083 (3,864) H 16,219
S 546,271 (11,247) S 535,024
S 26,236 (86,168) S (59,932)



REVENUE REQUIREMENTS
Pro Forma Operating Expenses
Plus:  Avg. Annual Principal and Interest Payments
Additional Working Capital
Total Revenue Requirement
Less:  Other Operating Revenue

Other Income - Phase Il & Ill Surcharges 24,239
Nonutility Income 4,820
Interest Income 38

Revenue Required From Water Sales

Less: Revenue from Sales at Present Rates
Required Revenue Increase
Percent Increase

$ 535024
92,003
18,401

$ 645,427
(28,019)
(24,239)
(4,820)

(38)

$ 588311

(447,073)

S 141,239
31.6%



SCHEDULE OF ADJUSTED OPERATIONS
Garrison-Quincy Water District
Sewer Division

Test Year Adjustments Ref. Pro Forma

Operating Revenues

Total Sewer Sales 207,248 40,488 C 247,736
Other Sewer Revenues - %0 D 960
Total Operating Revenues 207,248 248,696

Operating Expenses
Operation Expenses

Collection - Labor, Materials and Expenses 50,515

50,515
Pumping - Labor, Materials and Expenses - -
Power for Pumping and Treatment 21,906 21,906
Chemicals 4,830 4,830
Miscellaneous Supplies and Expenses 7,800 7,800

Treatment & Disposal - -
Maintenance Expenses

Maintenance of Collection Sewer System - -

Maintenance of Pumping System 12,306 12,306

Maintenance of Treatment and Disposal Plant - -
Administrative and General Expenses

Office Supplies and Other Expenses 4,435 4,435
Outside Services Employed 329 329
Employee Pensions and Benefits 7,747

Insurance 3,193 3,193
Transportation Expense 3,004 3,004
Miscellaneous General Expenses 6,460 6,460
Rents - -

Maintenance of General Plant - - - -

Total Sewer Operation and Mnt. Expenses 122,525 114,778

Depreciation Expense 77,810 15,339 G 93,149
Taxes Other Than Income - 3,864 H

- 3,864

Total Operating Expenses 200,335 211,791

Net Utility Operating Income 6,913 36,905



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

$

$

$

211,791
30,961

6,192

248,944
(960)

247,984
(247,736)

248
0.1%



REFERENCES
. Other Water Revenues of $76,679 were reclassified from Metered Sales to the proper accounts.

Decreased Metered Sales by $7,950 to reflect amounts collected for meter taps installed in the
test period.

. The Current Billing Analysis results in pro forma water sales revenue of $398,413 and pro forma
sewer sales revenue of $247,736. This reflects a full year at the retail rates that were effective in
2022 and indicates a decrease to water sales of $88,505 and an increase to sewer sales of $40,488
are required.

. Sewer connection fees of $960 that were improperly recorded as water sales were reclassified
to the Sewer Division.

Reduced Salaries and Wages expense and Materials and Supplies expense, by $3,975 respectively
to reflect amounts expended to install meter taps during the test period.

Garrison-Quincy Water District’s total water loss for 2022 was 26.211 percent. A reduction of
$9,287 to Purchased Water, Power and Chemicals is necessary to align with Commission
precedent.

. The PSC requires adjustments to a water utility's depreciation expense when asset lives fall
outside the ranges recommended by NARUC in its publication titled "Depreciation Practices for
Small Utilities" and by Commission on Rural Water in its publication titled “Average Service
Lifetimes, Major Systems Components — Wastewater Systems”. Therefore, adjustments are
included to bring asset lives to the midpoint of the recommended ranges resulting in an increase
in depreciation expense of $9,854 for the water division and an increase of $15,339 for the sewer
system, as shown in Table A.

. Taxes Other than Income of $3,864 was reclassified from the water division to the sewer division
for payroll taxes attributable to salaries paid for the sewer division.

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

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



Table A
DEPRECIATION EXPENSE ADJUSTMENTS
Garrison-Quincy Water District

Depreciation

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

Buildings - Water

Entire Group various § 392,303 varies S 8,793 375 S 10,461 S 1,668
Vehicles & Heavy Equipment

Xmark Lazor Z 07/04/05 8,585 15.0 2,862 12.5 - (2,862)
Equipment/Tools/Office

Telemetry Equipment 2008 17,845 20.0 892 10.0 1,785 893

Wells & Springs and Collecting Reservoirs

Collecting Reservoirs 1990 42,579 45.0 946 45.0 946 -
Wells & Springs various 136,851 45.0 3,041 30.0 4,562 1,521
Well & Plant Upgrades 2016 821,721 45.0 18,260 35.0 23,478 5,218

Pumping Equipment
Entire Group Various 68,902 varies 2,629 20.0 3,445 816

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

TOTALS - WATER SYSTEM $ 102,431 $ 112,285 $ 9,854

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

SEWER SYSTEM
Buildings - Sewer
Entire Group - Package WWTP various 1,151,175 varies 23,034 30.0 38,373 15,339
Sewer Lines
Entire Group 2011 4,100,000 75.0 54,667 75.0 54,667 -

TOTALS - SEWER SYSTEM $ 77,701 $ 93,040 S 15,339




Table B

DEBT SERVICE SCHEDULE

Garrison-Quincy County Water District

CY 2023 - 2027

CY 2023 CY 2024 CY 2025 CY 2026 CY 2027
Principal Interest | Principal Interest | Principal Interest | Principal Interest | Principal Interest TOTALS

Water Division
RD Series 1987A | $14,000 $ 4,718 | $15,000 $ 3,793 | $16,000 $ 2,805 | $17,000 $ 1,753 | $ 19,000 $ 606 94,675
RD Series 1987B 2,500 755 2,600 605 2,800 447 3,000 276 3,200 94 16,277
RD Series 1996 8,500 7,369 9,500 6,964 9,500 6,536 10,000 6,098 10,500 5,636 80,603
RD Series 2002 8,000 11,293 9,000 10,913 9,000 10,508 9,000 10,102 10,000 9,675 97,491
KIA Loan 2015 29,990 4,335 30,215 4,035 30,442 3,732 30,671 3,427 31,001 3,120 170,968
Totals 62,990 28,470 66,315 26,310 67,742 24,028 69,671 21,656 73,701 19,131 460,014
Average Annual Principal & Interest - Water 92,003
Average Annual Debt Service Coverage 18,401

Sewer Division
RD Series 2010 16,500 14,237 17,000 13,860 17,500 13,472 18,000 13,073 18,500 12,662 154,804
Average Annual Principal & Interest - Sewer 30,961
Average Annual Debt Service Coverage 6,192




CURRENT BILLING ANALYSIS - 2019 USAGE & EXISTING RATES
Garrison-Quincy Water District - Water Division

Page 1 of 2

_SUMMARY
No. of Bills  Gallons Sold Revenue
5/8" X 3/4" Meters 10,273 33,372,810 $ 379,186
1" Meters - - -
2" Meters 24 2,975,300 19,226
Totals 10,297 36,348,110 S 398,413
Pro Forma Retail Sales Revenue § 398,413
Pro Forma Sales for Resale 48,660
Total Water Sales Revenue $ 447,073
5/8" x 3/4" METERS
FIRST NEXT NEXT ALL OVER
USAGE BILLS GALLONS 2,000 3,000 5,000 10,000 TOTAL
FIRST 2,000 4,163 3,966,086 3,966,086 - - - 3,966,086
NEXT 3,000 4,418 14,276,870 8,836,000 5,440,870 - - 14,276,870
NEXT 5,000 1,345 8,865,724 2,690,000 4,035,000 2,140,724 - 8,865,724
ALL OVER 10,000 347 6,264,130 694,000 1,041,000 1,735,000 2,794,130 6,264,130
10,273 33,372,810 16,186,086 10,516,870 3,875,724 2,794,130 33,372,810
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 2,000 10,273 16,186,086 $ 23.12 § 237,512
NEXT 3,000 10,516,870 9.08 95,493
NEXT 5,000 3,875,724 7.59 29,417
ALL OVER 10,000 2,794,130 6.00 16,765
TOTAL 10,273 33,372,810 $ 379,186
1" METERS
FIRST ALL OVER
USAGE BILLS GALLONS 10,000 10,000 TOTAL
FIRST 10,000 - - -
ALL OVER 10,000 - - -
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 10,000 - - S 7830 S -
ALL OVER 10,000 - 5.32 -
TOTAL - - S -



2" METERS

FIRST ALL OVER
USAGE BILLS GALLONS 50,000 50,000 TOTAL
FIRST 50,000 4 84,200 84,200 - 84,200
ALL OVER 50,000 20 2,891,100 1,000,000 1,891,100 2,891,100
24 2,975,300 1,084,200 1,891,100 2,975,300
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 50,000 24 1,084,200 $ 32831 S 7,879
ALL OVER 50,000 1,891,100 6.00 11,347
TOTAL 24 2,975,300 S 19,226
WHOLESALE SALES - City of South Shore
FIRST NEXT ALL OVER
USAGE BILLS GALLONS 1,000,000 2,000,000 3,000,000 TOTAL
FIRST 1,000,000 - - - -
NEXT 2,000,000 12 24,330,000 12,000,000 12,330,000 - 24,330,000
ALL OVER 3,000,000 - - - -
12 24,330,000 12,000,000 12,330,000 - 24,330,000
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 1,000,000 12 12,000,000 S 2,000.00 S 24,000
NEXT 2,000,000 12,330,000 S 2.00 24,660
ALL OVER 3,000,000 2.20 -
TOTAL 12 24,330,000 S 48,660

Page 2 of 2



PROPOSED BILLING ANALYSIS - 2019 USAGE & PROPOSED RATES
Garrison-Quincy Water District - Water Division

SUMMARY
No. of Bills  Gallons Sold Revenue
5/8" X 3/4" Meters 10,273 33,372,810 S 499,076
1" Meters - - -
2" Meters 24 2,975,300 25,313
Totals 10,297 36,348,110 $ 524,389
Projected Retail Sales Revenue $ 524,389
Projected Bulk Sales 3,947
Pro Forma Sales for Resale 48,660
Total Water Sales Revenue $ 576,996
5/8" x 3/4" METERS
FIRST NEXT NEXT ALL OVER
USAGE BILLS GALLONS 2,000 3,000 5,000 10,000 TOTAL
FIRST 2,000 4,163 3,966,086 3,966,086 - - - 3,966,086
NEXT 3,000 4,418 14,276,870 8,836,000 5,440,870 - - 14,276,870
NEXT 5,000 1,345 8,865,724 2,690,000 4,035,000 2,140,724 - 8,865,724
ALL OVER 10,000 347 6,264,130 694,000 1,041,000 1,735,000 2,794,130 6,264,130
10,273 33,372,810 16,186,086 10,516,870 3,875,724 2,794,130 33,372,810
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 2,000 10,273 16,186,086 $ 3043 S 312,607
NEXT 3,000 10,516,870 11.95 125,677
NEXT 5,000 3,875,724 9.99 38,718
ALL OVER 10,000 2,794,130 7.90 22,074
TOTAL 10,273 33,372,810 $ 499,076
1" METERS
FIRST ALL OVER
USAGE BILLS GALLONS 10,000 10,000 TOTAL
FIRST 10,000 - - -
ALL OVER 10,000 - - -
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 10,000 - - S 116.23 S -
ALL OVER 10,000 - 7.90 -
TOTAL - - $ _

Page 1 of 2



2" METERS

FIRST ALL OVER
USAGE BILLS GALLONS 50,000 50,000 TOTAL
FIRST 50,000 4 84,200 84,200 - 84,200
ALL OVER 50,000 20 2,891,100 1,000,000 1,891,100 2,891,100
24 2,975,300 1,084,200 1,891,100 2,975,300
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 50,000 24 1,084,200 $ 43223 § 10,374
ALL OVER 50,000 1,891,100 7.90 14,940
TOTAL 24 2,975,300 S 25,313
WHOLESALE SALES - City of South Shore
FIRST NEXT ALL OVER
USAGE BILLS GALLONS 1,000,000 2,000,000 3,000,000 TOTAL
FIRST 1,000,000 - - - -
NEXT 2,000,000 12 24,330,000 12,000,000 12,330,000 24,330,000
ALL OVER 3,000,000 - - - -
12 24,330,000 12,000,000 12,330,000 - 24,330,000
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 1,000,000 12 12,000,000 S 2,000.00 S 24,000
NEXT 2,000,000 12,330,000 S 200 $ 24,660
ALL OVER 3,000,000 - 2.20 -
TOTAL 12 24,330,000 S 48,660

Page 2 of 2



CURRENT BILLING ANALYSIS - 2019 USAGE & EXISTING RATES
Garrison-Quincy Water District - Sewer Division

_SUMMARY

No. of Bills

Gallons Sold

Revenue

All Sewer Customers

All Sewer Customers

3,625

11,961,530 $ 247,736

Pro Forma Sewer Sales Revenue $ 247,736

FIRST ALL OVER
USAGE BILLS GALLONS 2,000 2,000 TOTAL
FIRST 2,000 1,539 1,533,560 1,533,560 - 1,533,560
ALL OVER 2,000 2,086 10,427,970 4,172,000 6,255,970 10,427,970
3,625 11,961,530 5,705,560 6,255,970 11,961,530
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 2,000 3,625 5,705,560 $ 36.69 $ 133,001
ALL OVER 2,000 6,255,970 18.34 114,734
TOTAL 3,625 11,961,530 $ 247,736



PROPOSED BILLING ANALYSIS - 2019 USAGE & PROPOSED RATES
Garrison-Quincy Water District - Sewer Division

SUMMARY
No. of Bills

Gallons Sold

Revenue

All Sewer Customers 3,695

11,936,710 S 249,142

Projected Sewer Sales Revenue S 249,142

All Sewer Customers

FIRST ALL OVER
USAGE BILLS GALLONS 2,000 2,000 TOTAL
FIRST 2,000 1,643 1,654,910 1,654,910 - 1,654,910
ALL OVER 2,000 2,052 10,281,800 4,104,000 6,177,800 10,281,800
3,695 11,936,710 5,758,910 6,177,800 11,936,710
REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE
FIRST 2,000 3,695 5,758,910 $ 36.73 $ 135,717
ALL OVER 2,000 6,177,800 18.36 113,424
TOTAL 3,695 11,936,710 $ 249,142



Garrison Water District
Fixed Assets

12/31/2022
Accum Deprec Accum Deprec Accum Deprec Accum Deprec Accum Deprec Accum Deprec
Number Property Description Acquired Method Life Cost/Basis @ 12/3117 2018 Deprec @ 12/3118 2019 Deprec @ 12/3119 2020 Deprec @ 12/31/20 2021 Deprec @ 12/31/21 2022 Deprec @ 12/31/22 Book Value
LAND & EASEMENTS
Water
Land & Land Rights 1990 3,576.00 3,576.00
Land & Land Rights 1966 240,000.00 240,000.00
Thayer Easement 2002 12.00 12.00
Skidmore Easement 2010 4,500.00 4,500.00
Lemaster Easement 2010 500.00 500.00
Bivens Easement 2002 1,200.00 1,200.00
Adams Easement 1987 3,500.00 3,500.00
Chapman Easement 2007 7,500.00 7,500.00
Mefford Easement 2002 1,000.00 1,000.00
Total Water 261,788.00 - - - - - - - - - 261,788.00
Sewer
Plant Easement 2011 15,000.00 15,000.00
Sewer Plant Land 2011 35,000.00 35,000.00
Total Sewer 50,000.00 - - - - - - - 50,000.00
Total Land & Easements 311,788.00 - - - - - 311,788.00
Buildings
Water
Structures & Improvements 1991 SL 35 48,666.00 37,542.34 1,390.46 38,932.80 1,390.46 40,323.26 1,390.46 41,713.71 1,390.46 43,104.17 1,390.46 44,494.63 4,171.37
2002 Gile Double Wide Vin#GM203A 2010 SL 35 32,200.00 7,360.00 920.00 8,280.00 920.00 9,200.00 920.00 10,120.00 920.00 11,040.00 920.00 11,960.00 20,240.00
Pump House 1987 SL 50 300,000.00 186,000.00 6,000.00 192,000.00 6,000.00 198,000.00 6,000.00 204,000.00 6,000.00 210,000.00 6,000.00 216,000.00 84,000.00
New Deck 2020 SL 20 7,250.00 - - - - - 362.50 362.50 362.50 725.00 362.50 1,087.50 6,162.50
New Roof 2022 SL 35 4,186.92 119.63 119.63 4,067.29
Total Water 392,302.92 230,902.34 8,310.46 239,212.80 8,310.46 247,523.26 8,672.96 256,196.21 8,672.96 264,869.17 8,792.58 273,661.75 118,641.17
Sewer
Sewer Plant 2011 SL 50 1,150,000.00 161,000.00 23,000.00 184,000.00 23,000.00 207,000.00 23,000.00 230,000.00 23,000.00 253,000.00 23,000.00 276,000.00 874,000.00
Shed on Sewer Building 2019 SL 35 1,175.23 33.58 33.58 33.58 67.16 33.58 100.73 33.58 134.31 1,040.92
Total Sewer 1,151,175.23 161,000.00 23,000.00 184,000.00 23,033.58 207,033.58 23,033.58 230,067.16 23,033.58 253,100.73 23,033.58 276,134.31 875,040.92
Total Buildings 1,543,478.15 391,902.34 31,310.46 423,212.80 31,344.04 454,556.84 31,706.54 486,263.37 31,706.54 517,969.91 31,826.16 549,796.07 993,682.08
Vehicles & Heavy Equipment
07 Ford F-150 2006 SL 10 15,938.00 15,938.00 - 15,938.00 - 15,938.00 - 15,938.00 - 15,938.00 - 15,938.00 -
Chevy F-150 2003 SL 10 17,756.00 17,756.00 - 17,756.00 - 17,756.00 - 17,756.00 - 17,756.00 - 17,756.00 -
JD 850 Tractor 1996 SL 10 3,500.00 3,500.00 - 3,500.00 - 3,500.00 - 3,500.00 - 3,500.00 - 3,500.00 -
Ingersoll Rand 185 Air Comp. 2003 SL 10 12,000.00 12,000.00 - 12,000.00 - 12,000.00 - 12,000.00 - 12,000.00 - 12,000.00 -
07 Chevy Dumptruck 2007 SL 15 22,000.00 16,133.33 1,466.67 17,600.00 1,466.67 19,066.67 1,466.67 20,533.33 1,466.67 22,000.00 - 22,000.00 -
07 Yanmar Loader CBL40 2007 SL 15 33,450.00 24,530.00 2,230.00 26,760.00 2,230.00 28,990.00 2,230.00 31,220.00 2,230.00 33,450.00 - 33,450.00 -
Exmark Lazor Z 60" Deck 27hp 2012 SL 15 8,585.00 3,434.00 572.33 4,006.33 572.33 4,578.67 572.33 5,151.00 572.33 5,723.33 2,861.67 8,585.00 (0.00)
Total Vehicles 113,229.00 93,291.33 4,269.00 97,560.33 4,269.00 101,829.33 4,269.00 106,098.33 4,269.00 110,367.33 2,861.67 113,229.00 (0.00)
Equipment/Tools/Office
Telemtry Equipment 2008 SL 20 17,845 8,922.50 892.25 9,814.75 892.25 10,707.00 892.25 11,599.25 892.25 12,491.50 892.25 13,383.75 § 4,461.25
Computer System - Other Office Equip 2013 SL 5 8,250 8,250.00 - 8,250.00 - 8,250.00 - 8,250.00 - 8,250.00 - 8,250.00 -
DLXT Locator 2008 SL 10 4,060 4,060.00 - 4,060.00 - 4,060.00 - 4,060.00 - 4,060.00 - 4,060.00 $ -
Total Equipment 30,155.00 21,232.50 892.25 22,124.75 892.25 23,017.00 892.25 23,909.25 892.25 24,801.50 892.25 25,693.75 4,461.25
Wells & Springs and Collecting Reservoirs
“ollecting Reserviors 1990 SL 45 42,579.00 26,493.60 946.20 27,439.80 946.20 28,386.00 946.20 29,332.20 946.20 30,278.40 946.20 31,224.60 11,354.40
Well & Plant Upgrades 2016 SL 45 821,721.47 36,520.95 18,260.48 54,781.43 18,260.48 73,041.91 18,260.48 91,302.39 18,260.48 109,562.86 18,260.48 127,823.34 693,898.13
Wells & Springs 1994 SL 45 42,622.00 22,731.73 947.16 23,678.89 947.16 24,626.04 947.16 25,573.20 947.16 26,520.36 947.16 27,467.51 15,154.49
Wells & Springs 2006 SL 45 94,229.00 25,127.73 2,093.98 27,221.71 2,093.98 29,315.69 2,093.98 31,409.67 2,093.98 33,503.64 2,093.98 35,597.62 58,631.38
Total Wells & Springs 1,001,151.47 110,874.02 22,247.81 133,121.83 22,247.81 155,369.64 22,247.81 177,617.45 22,247.81 199,865.26 22,247.81 222,113.07 779,038.40
Pumping Equipment
Pumping Equipment 1997 SL 20 167,282.00 167,282.00 - 167,282.00 - 167,282.00 - 167,282.00 - 167,282.00 - 167,282.00 -
CRI15-5 10HP 2017 SL 10 2,787.00 274.72 278.70 553.42 278.70 832.12 278.70 1,110.82 278.70 1,389.52 278.70 1,668.22 1,118.78
Pumping Equipment 2022 SL 20 66,114.98 2,350.43 2,350.43 63,764.55
Total Pumping Equipment 236,183.98 167,556.72 278.70 167,835.42 278.70 168,114.12 278.70 168,392.82 278.70 168,671.52 2,629.13 171,300.65 64,883.33



Garrison Water District
Fixed Assets
12/31/2022

Number

Property Description

ission & Distribution
on & Mains

Transmission & Mains
Kinney Rd. Project
McDowell Project

Transi ion & Mains
Transi on & Mains
Transmission & Mains
Transmission & Mains

Total Transmission & Distribution

Water Treatment
Water Treatment

Total Water Treatment
Sewer Lines
Sewer Lines

Total Sewer Lines

Grand Totals

* 2022 New Assets

Acquired Method
1998 SL
2006 SL
2008 SL
2008 SL
2008 SL
2008 SL
2009 SL
2010 SL
1996 SL
2002 SL
2017 SL
2018 SL
2018 SL
2019 SL
1992 SL
2011 SL

Water
Sewer
70,301.90

Life

Accum Deprec

Accum Deprec

Accum Deprec

Accum Deprec

Accum Deprec

Accum Deprec

Cost/Basis @ 1213117 2018 Deprec @ 12/31/18 2019 Deprec @ 12/31/19 2020 Deprec @ 12/31/20 2021 Deprec @ 12/31/21 2022 Deprec @ 12/31/22 Book Value
2,161,819.00 665,175.08 33,258.75 698,433.83 33,258.75 731,692.58 33,258.75 764,951.34 33,258.75 798,210.09 33,258.75 831,468.85 1,330,350.15
171,030.00 31,574.77 2,631.23 34,206.00 2,631.23 36,837.23 2,631.23 39,468.46 2,631.23 42,099.69 2,631.23 44,730.92 126,299.08
892,912.00 137,371.08 13,737.11 151,108.18 13,737.11 164,845.29 13,737.11 178,582.40 13,737.11 192,319.51 13,737.11 206,056.62 686,855.38
180,352.00 27,746.46 2,774.65 30,521.11 2,774.65 33,295.75 2,774.65 36,070.40 2,774.65 38,845.05 2,774.65 41,619.69 138,732.31
23,307.00 3,585.69 358.57 3,944.26 358.57 4,302.83 358.57 4,661.40 358.57 5,019.97 358.57 5,378.54 17.928.46
13,339.00 2,052.15 205.22 2,257.37 205.22 2,462.58 205.22 2,667.80 205.22 2,873.02 205.22 3,078.23 10,260.77
33,897.00 4,693.43 521.49 5,214.92 521.49 5,736.42 521.49 6,257.91 521.49 6,779.40 521.49 7.300.89 26,596.11
39,828.00 4,901.91 612.74 5,514.65 612.74 6,127.38 612.74 6,740.12 612.74 7.352.86 612.74 7.965.60 31,862.40
295,000.00 99,846.15 4,538.46 104,384.62 4,538.46 108,923.08 4,538.46 113,461.54 4,538.46 118,000.00 4,538.46 122,538.46 172,461.54
356,000.00 87.630.77 5,476.92 93,107.69 5,476.92 98,584.62 5,476.92 104,061.54 5,476.92 109,538.46 5,476.92 115,015.38 240,984.62
11,000.00 169.23 169.23 338.46 169.23 507.69 169.23 676.92 169.23 846.15 169.23 1,015.38 9,984.62
30,000.00 461.54 461.54 461.54 923.08 461.54 1,384.62 461.54 1,846.15 461.54 2,307.69 27,692.31
11,000.00 169.23 169.23 169.23 338.46 169.23 507.69 169.23 676.92 169.23 846.15 10,153.85
6,056.00 - - - 93.17 93.17 93.17 186.34 93.17 279.51 93.17 372.68 5,683.32
4,225,540.00 1,064,746.72 64,915.14 1,129,661.86 65,008.31 1,194,670.17 65,008.31 1,259,678.48 65,008.31 1,324,686.78 65,008.31 1,389,695.09 2,835,844.91

$ 542.810 S 542.810 - 542,810.00 - 542,810.00 - 542,810.00 - 542,810.00 - 542,810.00 -

542,810.00 542,810.00 - 542,810.00 - 542,810.00 - 542,810.00 - 542,810.00 - 542,810.00 -
4,100,000.00 382,666.67 54,666.67 437,333.33 54,666.67 492,000.00 54,666.67 546,666.67 54,666.67 601,333.33 54,666.67 656,000.00 3,444,000.00
4,100,000.00 382,666.67 54,666.67 437,333.33 54,666.67 492,000.00 54,666.67 546,666.67 54,666.67 601,333.33 54,666.67 656,000.00 3,444,000.00
12,104,335.60 2,775,080.31 178,580.02 2,953,660.33 178,706.77 3,132,367.10 179,069.27 3,311,436.37 179,069.27 3,490,505.64 180,132.00 3,670,637.63 8,433,697.97
6,803,160.37 101,369.03 2,534,702.55 101,369.03 2,636,071.57 102,431.75 2,738,503.32 4,064,657.05
5,301,175.23 77.700.24 776,733.82 77.700.24 854,434.07 77.700.24 932,134.31 4,369,040.92
12,104,335.60 179,069.27 3,311,436.37 179,069.27 3,490,505.64 180,132.00 3,670,636.32 8,433,697.97

12,104,476.44 B
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FORM AFFROVED
* Foimm FeeHA 154251 : . : D!-!:l-:'-:p_ L el
gz WITED STATES SEPARTMENT OF ACSEULTURE  Esriaton dee pvaluvhe spom trqees
» FARMERS BOME ADMINISTEATION
L ARSTW TATHON WATER OF SEWER SVETEM GRANT AGREEMENT
TEES ACAEEMENT iems may 1¢ 5",  Garrison-

fuincy-FY-O-Seights Water District | B
~ Chapter 74 and 106 of the Kentucky

z miis caRpRrEteE SErtIvs 83 UPrellag seoer

Eevised Statutes

fAudkorising Tt
nerrs celes Grante. and the United $tates of Americs acting through the Farmers Home Adminiscration, Department of
Agnczitom. Rerrln called “Grantor,” WITHNESSETH:

WHEREAS

Graotee bas determined to undertake o project of scguisition, construction, enlargement, or capital improvernent of a (water)

m]m1nmﬁ:mnﬂﬂhjﬂ%ﬂ an estimated coat of § 550,000 ana] has duly suthorized
the undertaking of mch project.

Grantee §s gble 10 Bpance not more than § 300,000 of the development costs through revenues, charges,
taxes or amsessments, or funds atherwhe available to Grantes resulting in a ressonable usur charge.

Suidsamols 300,008, (. commicod o mnd by Grantes for suck projeet development cons,

=S i

Grantor has agreed to grant the Grantes » sum 5ot to exceed § 250,000, ‘!'“,pﬂﬂmnfﬂll develop-
ment costs, whichever is the lesser, subject to the terms and conditions established by the Grantor. Provided, bowever, that
the proportionate share of any grant funds sctually advanced and not needed for grant purposes shall be returned Immediately
to the Grantor, The Grantor may terminate the grant in whole, or in pars, at any time before the date of completlan, whea-
ever It Is determined that the Grantee has fulled to comply with the conditions of the gramt,

NOW, THEREPORE, In considerstion of wid grant by Grantor 1o Geantee, to be made punusnt 1o Section 306 {a) of

the Coasolidsted Farm and Rural Development Act fo the purpose anly of defraying & part not to exceed 45.45

sercent of the development costs, as defined by applicable Farmen Home Administration instructions.

GRANTEE AGREES THAT GRANTER WILL:

& Cause mld project to be constructed within the total sums svailable to it including said grant, in accordance with the
sroiect plans and specifications and any modifications thereof prepared by Grantee and approved by Grantor.

E. Permit periodic inspection of the construction by & repeesentative of Grantor during comstroction.

C. Comply with all applicable state and federal laws and regulutions and manage, operate and maintaln the system, fnclad-
ing this praject if less than the whobe of said system, continuoualy in an efficient and economical manner,

D. Make the services of sald system available within ins capacity to all persons In Gramiee's service ares without discrimina-
tion as to raoe, color, religion, sex, national origin, age, marital status. or physcal or mental handbcap (powen capacity to
enter into legal contract for services) at remsonable charges, including asseaments, taes, or fres in accordance with o schedule

of such charges, whether for one or moe classes of sarvice, sdopted by resolution dase =t .lﬂlﬂ_,-mjr
be modified from time to time by Grantee. The initial rate schedule muss be spproved by Grantor, Thereafter, Grantee may
make such modiflcations to the rate yyatem aa long as che rate schodule remaing ressonable and nendiseriminacary.

The infarmatkon collacmed through the Brent sgeesment (u requires to albtaln » CconsIfUETion devslopmant @ranl @00 |y uied o
SEteTEnE et the gren? Tunch ars ussd Y60 puor i Ped BEOGrEMm Dl




E, Adiust its operating costs and service charges from time to time to provide for adequate operation and maintsnancs
emergency repair reserves, obsolescence reserves, debt service and debt secvice reserves.

E. E::P..ud its sy stem from time o fime (o me=t r:;mn:.‘h-l},- .:.nti.-ui:_patud. grr_'-wﬂl. or service requizements in the ares within
its jurisdiction.

G, Provide Grantor with such periodic reports as ie may require and permit pertodic inspection of ies opetations |:|jI a
representative of the Grantor.

H. To execute Forms FrnHA 400-1, “Equal Opportunity Agreement,” and FrmnHA 400-4, “Asurance Agreement,’” and
any other agreemonts required by Grancor which Grancee & legally suthorized o execute. I any mich forms have been
executed by Grantee as a result of a loan being made 1o Grantes by Grantor contemporaneously with the making of thia
Grant, another form of the same type need not be executed in connection with this Grant

L. Upen any defaule under its representations or agreements set forth in this instrument. or in the instrumences incident to
the awarding of the grant, Grantee, at the option and demand of Grantor, to the extent legally permissible, will repay o
grantos fm'l:gwi_th the original smount of che grant received with the interest accruing therzon Emm the date of defaule at
the market rate for water and waste disposal loan assistance in effect on the date heroof or ar the time the default ocearred,
whichever B greater, Default by the Grantee will constitute termination of the grant thereby causing cancellation of Federal
assistance under the grant, The provisions of this Grant Agreement may be :nfsor{h:d by Grantor, at its option and without
regard to prior waivers by it of previous defaules of Granwee, by judicial proceedings o require specific performance of the
perma of thiz Grant Agreement ar by such nther :Eu:l:b-cucl:T:l s in law ar equity, in either Federal or State courts, as may be
deemed necessary by Grantor to assure compliance with the provisions of this Grant Agreement and the laws and regula-
tiosg under which chis grant is made.

). Return immediately to Grancor, &s reguired by the regulations of Grantor, any grant funds actually advanced and not
needed by Grantes for approved purposes.

K. Use the real property including land, land improvements, structures, and appurtenances therero, for suthorized pue-
poses of the grant as long as needed,

1, Title to real ety shall vest in the recipient subject to the conditien that the Grantee shall use the real property
for the suthorzed gurfg:n of the orginal grant as long as necded

2. The Grantee shall obrain approval by the Grantor agency for the use of the real property in other projects when
the Grantes determines that the property is no longer needed for the original grant purposes. Use in other projects shall
be limited to those under other Federal grant programs or programs that kave purposes conslstent with those authorized
for support by the Grantor,

3. When the real property is no longer needed as provided in 1 and 2 abowve, the Granree shall request. disposition
instrugtions from the Grantor agency or its successor Federal agency. The Grantor agency shall observe the following
rules in the disposition instructions:

{a} The Grantor may be permitted to retain title after it compensates the Federal Government in an amount comi-
pntu-i by applying the Federal percentage of participation in the cost of the original project to the fair marker value
of the property.

b} The Grantse may be dicected to sell the property under guidelines provided by the Grantor agency and pay the
Federal Government an amount computed by applying the Ftdﬂ:ldp:rﬂ:trlla of participation in the cost of the
original project to the proceeds from sale {afver :Iin:ru:ﬂu actual and reasonable uﬁzmd fiz-up expenses, if any,
from the sale proceeds). When the Grantee is authorized or required to sell the properey, proper sales procedures shall
be established that provide for competition to the extent practicable and result in the highest possible return.

(¢} The Grantee may be directed to transfer title to the property o the Federal Government provided that in such
cases the Grantee shall be entitled to compengation computed by ap kﬁing the Grantee's percentage of participation
in the cost of the program ot project to the current fair market valoe MP{ ¢ property.

Thiz Grant Agreement covers the followlng described real property fuse confinuafion sheeis ar necessary |,

Rafer tc Attachment

L. Abide by the following conditions pertsining to nonexpendable personal property which s furnished by the Grantor or

acquired wﬁ-:[ﬁr or in part with grant Ffemh. Konexpendable onal property means tangible personal property hu']n; a

useful life of more than ene year and an acquisition cost of $300 or more per unit, A Grantee may use its own definition of

:Er]:xpmdg.b[: personal properry provided such definition would at least inchade all tangible personal property as defined
o

* 1, Use of nonexpendable properey.

(a] The Grancee ghall us= th perty in the ect for which it was acquited as long as needed, When no longer
needed for che original projec Grantee shall use the property in connecti® irith its other Federally sponsored
activities, if any, in the followi er of priority: 1

; & D
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3 Effezvive conzrol ever and accountability for all funds, property and other sssets. Grantees shall adeguately safe-
feaert o8 soch ety and shall gseure that they are med solely for PUIpUsEL (i

& Accountihg records supported bjl source docurmentation.

N Retain financial tecords, supporting documents, statistical records, and all other records pertinent to the grant for a
perod of ar leaat three yean afier rmt closing except that the records shall be retained beyond the three-year period if
scde findingy have not been Microfilm copies may be substituted in lieu of original records. The Grantor and the
Cemprroller General of the United States, or any of their duly authorised represcntatives, shall have sccem to any books,
Zequments, papers, and regords of the Grantee's government which are pertinent to the specific grant program for the purpose
=} msking ts, examinations, excerpts and tranicripts.

0. Previde information s requested by the Grantor to determine the seed for and complete any necessary Environ-
=ratil fmpact Statementi

P, Provide an audit report prepared in sufficient detail to allow the Grantor to determine that fands have been wied in
compliance with the proposal, any applicable laws and regulations and this Agreement,

Q. Agree to sccount for and 1o return 1o Geantor interest samed on gant funds pending their disbursement for program
surpows when the Grantse is & unit of local government or & nonprofit eqgaaization. States snd agencies or frestrumental-
ties of states shall not be held accountable for interest earned on grant funds pending their disbursement.

W, Not encumber, trander or dispose of the property or any part thereol, furnished by the Grantor or acquired wholly
or in part with Geantor funds without the written conmnr of the Grantor except as ided in kems K and L abowe.

5, Include in all contracts for construction or repair & provision for compliance with the Copeland “Anti-Kick Back™
Act (18 US.C. 874) as supplemented in Department of Labor regulations {29 CFR, Part 3), The Grantee shall report all
suspected or reported viclations to the Grantor.

T. In construction comtracts in excess of §2.000 and in other comtracts in excem of $2.500 which involve the employ-
ment of mechanics or labarers, to include a providon for ¢ with Sections 103 and 107 of the Contract Wozk Hours
and Safety Standards Act (40 U.S.C. 127-330) as supplemented by Department of Labor regulations (29 CFR, Part 5).

U, To include in all contracts in excess of $100,000 a provision that the contractor agrees to ly with all the require-
ments of Section uhrmdmnhmquu;.&»ﬂnm;;:d-r;miumd 'ﬂ'am Control Act {33
US.C. §1318) relating to ction, monicosing, entry, reports, and information, as well as all other requirements speci
in Section 114 of the Clean Air Act and Section 308 of the Water Pollution Control Act and all regulations and lines
issued thereunder after the sward of the contract. Emhfmﬁnu and guidelines can be found in 40 CFR 15.4 and 40 FR
17126 dated Apeil 16, 1975, In o dofng the Contractor agrees:

1. Asa condition for the award of contract, 1o notify the Owner of the ﬂ-mmlhﬁﬁmﬁllnﬁﬂ-

mental Protection Agency (EPA) Indh:nﬁl;g that & to be utllized in the performance of the contract is under
consideration to be Hsted on the EPA list of Violating Facilitles. Prompt notification is required prior to contract award.
1 To certify thet any facility to be utilived in the of any nonezempt comtractor subcontract b not
listed on the EPA Hst of Violating Facilitics persuant to 40 CFR 15.20 as of the date of contract sward.
3, To include or canse to be included the above criteria and the requirements in nonexempt subcontract and
that the Contractor will take such actlon as the Government may direct a3 8 means of enforcing such provlslons,
As used in these s the teem “facility™ means any bu plan, installation, stracture, mine, veasel or other fosting
erafe, location, or site of operations, owned, ledsed, or s by a Geantee, cooperator, contractor, of mubcoatractos, to
be utilized in the performance of & grang, ne, contract, subgrant, ar subcontract. Where a location or site of

contalns or Includes more than one bull r.m, instullaiion, o atracture, the entice locstion shall be deemed 16 be a
Factliry t where the Director, Office wderal Activities, Environmental Protection Agency, determines that inde-
pendent are cobocated in one grographical sres.
V. The following clause is applicable to nonprofit organizstions:
As & condition of this Grant or Cooperative Agreoment, the recipient assures and certifies that it is in compliance

with and will comply in the course of the mt with all applicable laws, lations, Execative Ordors and
ﬂlhl'l'"!ﬂ‘-}' tequircments, ing those st out in 7 CFR H]ﬁ,%&n{h}. which hereby are incor-
porated in this Agreement by reference, and such statutory provisions as are specifically set forth herein.

GRANTOR AGREES THAT IT)
A. Will make svailable 10 Grantes for the purpose of this Agreement not to excerd § 259900~

which it will sdvance to Grantes te meet not to exceed®3 o 45 percent of the development costs of the project in sccor.
daencs with the sctual nesds of Grantee aa decermined by Grantar.

B. Will sssist Grantee, within svailable foms, with such techaical amistance s Grantor deems appropriase =

nning the t and coordinating the with local official comprehensive plans for sewsr and water and with any
gi.lun:t‘:m plans for the ml.‘m'-'hh:!-'rh: prajoct is located.
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C At jun soke discretion anc at any time may give sny conisent, deferment, subordinstion, releass. satidfaction, or terming.
ton of any of all of Grantee's grant obligstions, with or without valusble consideration, upon such terma snd conditions o
Greator may detormine to be {1} advisable to further the purpose of the grant or to protect Grantor's Ananclal interest
ll'::im and (2) comsistent with both the statutory purposes of the grant and the limitations of the stetutory suthority under
wisleh it b .

TERMINATION OF THIS AGREEMENT

This Ags ff may be terminsted for cete U8 the ovend of delaglt on the part of the Grantes as provided in F"'"P'Ph i
abeve or for convenience of the Grantor and Grantee prior to the date of completion of the grant purpose. Termination for
ganventenoe will accur when both the Grantee and Grantor lfl'l'.'-t that the eontinustion of the project will not produce

benchicial resalts commensurate with the further expenditure of fands

IN WITNESS WHEREQF Granter an the date flrie above written has caused these presence to be executed by lts duly
Chairman

snthorired El s P = = N N S U

Eactatary

snd stiested and ks corporaied seal effixed by jev duly wuchorleed

— Hr—:Zﬂﬁihiigiﬁi;tag_diib . —-

William E Fuggles
Chairman

Tirke)

UNITED STATES OF AMERICA

UL Gueervisid Pkl O 1RG0 P00 Tl



Form Fmilih 1594231 FEIRM AIPROVED
iRew, | J80) Ol MO 05750074

UBMITED STATES DEFARTMENT OF ACRICULTURE
FARMERS HOME ADMINISTRATION

ASSOCIATION WATER OR SEWER SYSTEM GRANT AGREEMENT

THIS AGREEMENT dated __ August 22 1996 berween
Garrison, Quincy, Ky-O-Helghts Water District

& pehlic corporstson organired aml opeating under KRS ﬂ‘ﬂ]}tﬂ 71

fAu itz g Steneie )

herein called “iraniee,” and the Usited Staies of Americs scting through ihe Farmers Home Adminairsiion, Deparmment of Agn-
culture, herein called “Carantor.” WITNESSETH:

WHEREAS

Grantes has determined o underisbe 3 profeci of scguistion, construction, enlagement, or capital improvement of 5 | walerbiomex

sysiem bo serye the ared dider iy jutidbction af sn ealimaied cosd ol 5 ﬂﬂ_mjm and has duly suihoreed
the underiaking of such project,

Grantee is sble 1o finance oot more than 5 293,000,00 of the developmani cosis thicaph reveaurs,
charges, taxes or gmewmmen is_ or lumds otherwoe available 1o Giraaice resuliing i @ reasonabile weer charge

saidwmof s __ 207,000,00 = has ecn comitied o and by Graniee Tor such praject deselogment cosls

Grantor hes agreed 1o grant the Grantee 2 sum pot Lo rxceed § _191] I'.Iﬂ m o 3""‘ perceal
of said developmend costs, sinchever s the beiser, whiect to the ferms and condibions established by the Grantos. Provided, however
thaf The propostienite share of a0y gmnt funds gefually sdvsnced gied ol aeeded for grani pueposes shall be ceramed immediately (o
the Girantor. The Granfor oy fviminaie the grant i oshole, of in part, Jf sny time before the date of completion, whenever i i
determined that the Granice has (ailed (o comply wilh the condidions of the grasl

NOW, THEREFORE, In conuderntion of said prant by Grantor 1o Grantee, to be made pursuant to Secton 306 (3] of the
73

Unpsnlidated Farm snd Bural Development Act for the purpode only of defraying a part not to exceed
pricent of the developenl coste s defiped by spplicsble ©ansers Fllome Admusiatration issdriction

GHANTEE AGREES THAT GRANTEE WILL

A, Cguse wld propeet 1o by constructed within dhe wotal sums avallable to i, inchiding s grant, inosccordesce with the
prodect plans and apecificalions and ey modificstions therenl prepared by Grantor sad approved by Granios

11 Permit periodic mspection of the conadrections by 8 iepreseniathe of Grombor duting constrociion

i Comply with any measures wentified in the Government™s environmental impact analysis for this Dality Tor the Pig
o ol avedding oF pediding the adverse environniental impadis of the Taciliiy s vonstroction or aperation

N, omply with gl spplicable state and lederal Liws and fepulatmns aid manspe, opcrate and mamiain the sysiem, pcluding
fhigs propect if T than The whole of wid wsteni, contpnioudy in en elficemn) and economiicel mannes

I Make the servioes of sikl system available sathin il capacity o all periom in Graniee’s soivicr area withnul dacriming-
viest dh Bev e, color, feligion, wa national oo ape, mantal shikos, or phiysical or menial handicap { powess capac ity bu enter inw
fegal comiract tor wivicestat reasonshle charges, imcluding asesamenis, taves, or fees in accordance with i schedule of sich charges,

whether for ane w0 more classes ol seivice, adopied by resslatom dale — . I.uf:". }' = L 95 . &% EEy

b smasdified From ime o me b Caantee. The it al rare whedule metl be qppmud vy Tirgmior '.IIJ-rrnlln rranios may make such
ol s tions 1o D rate system g long o the rale schedule pomains ressonobhd and nond e rim aatony

Prhiie sygiariing bedvw for thiis ewlleiien of informablens @ eadiouided Iooicerage § Moipda per erpiree, Bcdudmeg e IIH'H‘ Enr nﬂwr-'rlr-hq' Ijll-l'ﬂilrﬂlrﬂh

i el il spsleTs #I'l-ll'\h'ﬂl wrsil J'I'-I-F'I-IIHIFI thie fate vevifed, gned compledpig amd HIIH-IHI' I'HI. [I81T, W] CORITEn I
w .r:m :l::m » 1 i S T .|.||' b citiecdien ol s fmrmadisim, Tnele H r-l.i:n g e reducsing n ﬁuunltn lu iy ;::

Nprerwlian [ e m' 17} ],—- TR paptam. (0 SOFAN, and fa e mirmemd asi Maidpr
Fropes § (CAME %o T3 STy, Westangivs, L0 2OSED

Midrian 2 Fenbil 1943 V0 (Rew, | 2HQ)
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F.  Adjust its operating costy and service charges from time to time to provide for adequate opermtion and maintenance.
EmETpENCY Mepall feserves, obsolescence pewrtven, debt service and debi wrior resrved

G Expand itx system from time to time to meet ressonsbly anticipated growth or service requirements in (he sres within
ifs jurmdiction.

H. Provide Gruntor with such petiodic reparts as it may require and permit periodic inspection of its operations by o re-
presentative of the Grantor

L To execute Forms FmHA 400-1, “"Equal Opportunity Agreemient,” and FmHA 4004, " Assurance Agreement,” and any
other agreements required by Granior which Grantee is légally suthoriced to execute If any such forms have been execuled by
Grantes 25 a repull of a Joan being made (o Grantes by Grantor confemporancoasly with the making of this Grant, snother form of
the mme type need nol be executed in connection with this Grani.

1. Upon sny defaull under it ipréseatations or agreemenis o1 forih @ ths imtrument, of in the indmoments iscident 10
the gwarding of ihe grant, Grantee, 51 the option and demand of Grantor, 1o the extent legally permissibie, will repay to ganiof
forthwith the origmal amount of the granl received with ihe inderest gocouing thereon from the date of defandy af the market ke
for waber ond waste disposal loan switance in effect on the daie bereof or et the time the default occurred, whichever i greater
Defauli by the Grantee will constitute termination of the gront thereby causing cancellation of Federal assistance under the grant.
The provisions of this Grant Agreement may be enforced by Grantor, sf its option and without regard fo prior waivers by i of pre-
vious defoults of Grintee, by judicial provecdings Lo require specilic performance of the ferma of this Graol Agreement of by such
other proceedings (n low or equisty, in either Federal or Siate couris, as may be deemed necessary by Grantor to assupe complionee
with the provisions of this Grant Agreement &nd ihe lows and repulstions under which this grant is made,

K. Return immedistcly 1o Grantor, as requbred by the repulaiions of Grantor, sny grant lunds sctuslly sdvanced snd ool
necded by Grantes l'or approved purpeses.

L Use ibe read property including land, land maprovemenii, stnuciures, and sppuriengnces ihiereto, for sulhorited purposss
af the pani @ long is needed

. Tile to real property shall vest in the recipent smihpect to the condition that the Grantee shall vae the real property
for the sisihoreed purpose of the original grant 2 long 55 needid
2. The Graniee shall obtain approval by the Granior agency Tor the wse of ihe real property in other projects when
the Grantee delermines that the propenty is no longer needed Tor the ogigingd grant purposes, Use tn other propects ahall be
limited 1o those under other Federsd grani programs or progranie ithat have purposes eoneistént with those suthopized for sup-
porl by Uhe Carantor
Y. When the real properly i no lonper necded s provided in | and 2 abowe, ibe Graniee shall reques disposition
instructions [rom the Grampor apency of ils moctnoe Federal apency, The Grantos agency shall observe the followsng mabes in
the dupowition matraciions:
fa) The Gramtor may be permitted to setain fitle after ot compenmaton the Federal Governmenl i an amous!
eompited by applying the Federal percentage of participation in the coit of the original project to the far market value
of the property.
ihy  The Grantee may be duected o sell the property under guidelines provided by the Grantor agengy ang pay
the Pederal Governmen! an pinosinl compuied by applving the Fedecal percenioge of porticipation in the gost ol the
original project Lo the proceeds from sole (afrer deduciing setudl and ressonable selling and lix-up expenss, || any, from
the sale proveeds), When the Grenive & suthorized of reuired 1o sell the property, proper sales procedures shall be eddab-
lighed that provide for competition o the extend practicable and resull in the highest possible refum
igd  The Grenies may be difected to fransfer title {0 the propeny 1o the Fedenl Governmeni provided that in
wich cowrs the Grantee shall b entitied 10 compensaton computed by spplying the Grantee's percentage of partivips-
tion in the oot of the program of project to the curreni fair market valoe of the propery

The Grant Agreement covers the following described real properry (e continuation deeets a necensary ],

M,  Abule by the lollowimg condifiom pertaindag to nongapeadaile pernonsl propeity which s furnshied by ihe Coantor o2
soquired wholly of in part wiih prand Tunds, Yonevpesdable pemional propecty miciss langible proonal propeny. having @ usefil
Wi of more than ne Vear ann af Jojunition cost of SI00 o maee Por imil. A Giantee may e s own definition of nonospeadabic
peraomal propeiy provided soch delinnbon wosibd gt least melode 3l tenpible peranesl posons propeoy o delsed ghose

I Lise of ponexpendable properry,
tud  The Grantee shall use the property in the project for which [F was sespuiped 03 long as needed. Whei i longer
needed for the onginal projfect, the Grantee shall use the property in comnection with (14 other Federally aponsored avtiy-
iWies, i1 any . in the following order of prioeiiy:
(11 Activities sponsored by FanHA
111 Activities sponsored by other Federal agencioa
i%} Duning the fime thai poscxpeadable pomonal properiy s held for we on ihe project for which
i was sdquited, the Goenter shall make o available (v uie on other prosecis of mich olher vse wall not inderfere wilh the
work on he project for which the property wan ovigeully scquited. Firsl prefereser Tor such other use shall be peen 1o
FmllA sporsored projects. Second peeference will be piven fo other Federally sponsoted projects,
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2 Disposition of nonespendable properey, When the Grantee ao longer needs the property s provided in parsgraph
ia) above Lhe propery may be ased for other activlied in aceortance with the Fallowing standards:

fai  “Sonexpendghie propeity with & unit acguivition ¢ost of less than §1 000 The Grantee may vee the properiy
for of et activitiey without fermbenement Lo the Federal Gowerament o =0 the property and retain the procesda

iti  Somexpemlable persopal properiy with o wnit scguisston ¢ost of 51,000 or more. The Graater may retam
the property bor other wses peovided that compensation = made (o Ehe origimal Grapior sgency ot tts succeasor. The
amuuil of compensalion sholl be oompuied by applying the percontage of Fedveml participation in ihe cost of the original
prosfeet of program o the currend fair market sulug of the property, i the Granier has ne need for the property and the
property has further use vaiue, the Grantee shall request disposition instructions from the origingl Granior sgency,

The Girgatir agency skall determime whether the propeity can be wad 1o meet the aprecy’s requrements. I no roguire-
miepl dnbats within that agescy, the availahdity of fhe pooperry shull be reporied, in sccordince with the goidelines of
the Federal Property Management Regulations (FPMR), to the General Services Administration by the Grantor agency
P delgrmine whethis & requirement fof the property existd in other Federal agencies. The Granior ogency shall s
islietions 1o the Grantee no later than 120 dave after the Grantee request and the loiwwing procedures shall povern:
i Moo insiructed of if disposition instmcthions af¢ ool bsued within | 20 calendsr days after the Graniees
requesl, the Granies shall sell the property and roomburee the Grantor agimcy an amount computed by applying
1o the saled procesds the pirdentige of Federal participation in ibe cost of the orginal project or program. Mow.
evier, the Granted shall be permitied to dedust and retain from the Federal share S100 or ten percent of the pro-
coeds, whichever s preater, Tor the Granteg's selling and handling expenses,
€20 I the Granter is instructed 10 ship the property elewhere the Grantee shall be reimbursed by the
bemefiiting Federal spency with e amouni which is computed by spplying the percentage of the Granies parii-
cipation i the st of the ongiasl paot profect o program (o the cumreal faks market value of 1he property, plus
any reasonable thipmog af imjerim slorape cosla moutned
(3 W the Graneee i instructed (o otherwise disposd of e propeety, the Grantee shall be reimbursed by the
Ciranlod agency for such costs ineurred an iie disposation
i The Grantee's property managemeni standards for nonexpendable personal property shall also include
{ap FProperiy records which scouraiely provide lor: s dewripiton of the proporty; manudacturers serial sumber
of ather hentification number, soquisition date and ¢ost, smiror of the property; peréestage (af the end of budgel year) of
Frderal participation i the cost of the project for which the property was acquired; incation, use and condition of the pro-
perty aml (e date the informetion was reported; and ultimate disposition date wncluding sales price or the method uwed 1o
determine urrent fair markel value if the Grantee reimbaraes the Granior (o (15 share,
ik A physcal mveotory of property shall be fakon and the results reconciled with the property records of least
oEgw avery Dws yesn io venfy the pantencoe, cumreni uiilirstion, and continued need o the propesiy
ich A control waem shall be in effect 1o e sdequate wfegeady 1o provent low, demage, o thefl of the
propery. Any loas, damage, or theli of nonexpendable property shall be investigated and fully documented.
fdh  Adequete maintenance procedures shall be implemented (o keep the property in good condinon,
fe)  Proper siles procedures shall be estublished for unneeded property which would provide for competition to
the extent practicable and result o the highest possible refsm,

Thii Granr Agreesent covers the following described momexpendable property (e comtimuation theets a1 necetsary)

N Provide Fimancad Management Syitems which will inchude:

i Agcurate, curmeni, and complele dsclonurne af ihe financisl sesalis of each grant. Financiel reporiing will be on 2n
geerual husa,

2 Records which identify adeguately the soirce ond application of funds for grant-supported sctivities, Thowe records
chall comtaln Information pertaining to grant awards gnd suthorizstions, obligations, unobligeted balonces, asets, HabBities,
outlays, ind income.

i} SHfective conirol over and scoosnlability for il funds, propenty and othed maets. Granmiees chall adequately salc-
puacd all such awcts and shell sssere thal they are used solely {or autharised purposss

4 Agcountmg records supporied by sodrce documeniation.

0, Rvtwn (mancwd revords, supporting docaments, satiatical records, and all other records pertinent o the grant for g
pediid of 51 et three voaes s grunt closng encept 1hat ihe rivords shall be refained beyond the threesvear period if sudit findings
bave sl been resnlved  Moicholilm copies may by substduied i liew of orpnal records. The Grantor and the Comporollés Geaeral of
fhe Drmitedd States. or go¥ of then duly suthoreed represeriaiives, shall hawe sccew (o any books, documenis, papen, and records
ol the Grantce's grvcrameni swhich are pertinent 10 the specilic gant program lor the purposs of making awlils, examination ex-
perpis and transsripis,

P, Provide ipformanon gs reguosied by the Corambor Do determing the need Tor gnd coniplete any necessary Environmental
Imipaci Suslemeanis

D Prosude o godd repont prepated o owlffcsent defail 1o allow the Girantor o defermine thar {unds have been used in
gumplance with e propossl. sny applicable laws gnd ropilal i gmd i A grecmieal



R Apree 1o sccount for and fo return to Grantor interest earncd on grant funds pending this disbursement Tor program
purposes when the Grantes is a unit of local government or & nonprofil erganization, States and agencees or instromentalities of
stabes shall ot be held accountable For mderest earned anprant funds pending theer disbursemens,

S, ot encumber. transfer or dispose of the property or any part thereof. Furnished by the Gramtor or acquired wholly
of in part with Grantor Tuads without tse weicten consent of the Grontor except 4 provided in items K and L above

T.  Include in all contracts For construction of tepalr a provision Tor compliance with the Copeland *Anti-Kick Back™ Act
(1% U.5.C. 874} a5 supplemented in Department of Labor regulations ¢29 CFR, Part 31, The Grantee shall report all suspected or
reporied vinlations 1o the Grantcr.

I In constuction contraces in excess of 52,000 and in other contraces m excess of 32,500 which mvalve the employment
of mechanics or laborers. to include a provision for compliance with Sections (03 and 107 of the Contract Work Haours and Balery
Srandards Act (40 U.8.C. 327-330) as supplemented by Department of Labor segulations (29 CFR, Fary 34

¥, To mcude in all contracts in excess of S100,000 a provision that the contractor agrees 10 comply with ol the require-
ments -of Section 114 of the Clean Air Act (42 U.S.C. 81875691 andt Section 308 of the Water Poitusion Control Act 133 U5
E1318) relating to inspection, monitoring, entry, reports, and infermation, @5 well as ol other requarenents specified in Section 114
of the Clean Air Act and Section 308 of the Water Pollution Coatrul Act and all regulations and guidelines issued thervunder aftes
the award of the contract. Such regulations and guidelines can be found in 40 CFR 154 and 40 FR 17126 dated Apnl 16, 1975
In =z doing the Contractor further agrees

1 As 3 condition for the award of contract, 1o notfy the Qwner of the receipt of aay communcation from the Envr-
fonmental Protection Agency (EPA) indicating that & Faality to Be wildized in the performancy of the contrag) is under von
sideration to be listed on the EPA Gt of Viclating Facilities. Prompr notilication is requifed prior to vontract award

1. To certily that any facility to be wtilized in the performance of any nomexempr contractor sebeontract s not lsted
on the EPA L3t of Violating Facilities pursuan? fo 40 CFR 1520 a5 of the Jdate of conteact award.

1. Toinclude or cause %o be included the above criteria and the requirements in every nopexemprt subcontract and
that the Contractar will take such scton as the Government may direct 45 a means of enforcng such provisions

A% used in these paragraphs the term “facility” means any building plan, mstallation, stracture, mane, vessel or other flnatmg cratt
location, of site of operations, owned, leased, or supervised by o Grantee, cooperalon, conlractor, o subeoniractor, 1o be urilieced
in the perfformance of & grant. agreement.contract, subgrant. of subcontract, Whene a localon of site of gpedation coflans, o e
cludes more than one buldding, plant. installation, or soecware, the enbire Iocution shall be deemed o be g Gauility excopt wlore thy
Director, Office of Federal Activities. Environmental Protection Agency, deternunes that independent facilities are co-davated i one
geographical area.

W.  The following clause is applicahte 1o nonprofit organiratinns.

As & condition of this Grent or Cooperative Agrearment, the recipieni assures and certifies that it |s in compliance with
and will comply in the course of the Agreement with all applicable laws, regulations, Executive (rders and
other generaily applicable requirements, including those set out in 7 CFR 3015.205(h), which hereby are incurporated
in this Agreement by reference, and such statutory provisions as are specifically st forth herein

GRANTOR AGREES THATIT,
_250,000.00

A Wil make available to Grantee (o the purpose of 1his Agmement ot o etceed 5

which it will advance to Grantee (o meet nob 1o excoed L e percent of the development vosts of the pregect inaccordanc:
with the actual needs of Grantee as dewermined by Grrantor

B, Will assist Grantee, within avalable appropriations, with such sechnical assistance ps Grontor desms approprate
planning the project and coordinating the plan with logal official comprebensive plans Tor sewer and warer and with-any State or
area plans for the aren 10 which the progect 15 loecated

i, At (ts sobe discretion and ab an¥ Eime may give any comsent, defepment, subordivalion, release, safisfaclion, of Tenmin-
tion of any or all of Grantes's grant obligations, with or without valnable consideration, upoen such terms and conditions ss Ceranten
may determine to he | 1) advisable 1o further the purpose of the grant or o protect Grantor's linancial mierest therem and (25 con-
sistent with both the statutory purposes of the grant and the limiterions of the statutory authorty under wlich e s made

TERMINATION OF THIS AGREEMENT

This Agreement may be terminated [or cuuse in the event of default on the part of the Grantee ac provided in Paragraph
above or for convenience of the Grantor and Grantee prior to the dale of completion of the grant purpese. Termination Tor cun-
venience will occur when both the Grantee and Granter sgree that the continuation of the progect will not produsce benefical resulls
commensurate with the further expenditure of funds

I~ WITNESS WHEREOF Graniee on the date Tirst ahove written has tuused these presence Lo be execoted by its duly author-

{zed Chalrperson )

Secretary

anel antested and its corporaged seal affixed by s duly guithonzed = R -




ATTEST

_ Secretary
el
Garrison, Quincy, Ey-0O-Heights
Water District

_Chairperson

ey
Garrison Quincy, Ky-D-Heights Water District
UNITED STATES OF AMERICA
FARMERS HOME ADMINIETRATION

i PR

Rural Development Specialist

e d —

*U.5. Govemmend Penting Ofios: 1993 — B08-DaRT001S
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LSDA-FmHA Firfh APPROVED
Form FrnHA 194247 Ofdl MO 05750015
(Bey. 1.90) LOAN RESOLUTION %ﬂ

iPublic Bodies)

A RESOLUTION OF THE ____Lommissigners

OF THE o Gapeison  Ouincy  Evel-Haoights Watar Dicleicl
AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS FOR THE PURPOSE DF PROVIDING A
PORTION OF THE COST OF ACQUIRING, CONSTRUCTING, ENLARGING. IMPROVING, AND/OR EXTENDING ITS

Water System .
FACILITY TO SERVE AN AREA LAWFULLY WITHIN I'TS JURISDICTION TO SERVE

WHEREAS, it i necessary (o1 the Garrison, Quincy, Ey-O-Heights Water District
(Prabiic fiody )

{herein after called Association) to rajse a portion of the cost of such undertaking by issuance of its bonds in the principal amount of

Two hundred Ninety Five Theousand Dollars (3295,000)

purssant to the provisions of KBS Chapter 273 and

WHEREAS, the Association intends to obtain assistance from the Farmers ' Homea Administration; United States Department of Apri
culture, {herein calied the Government) acting under the gruuis.ims. of the Consolidated Farm and Rural Development Act (7 US.C.
1921 &1 seq.) in the planning, financing, and sepervision of such undertaking and the purchasing of bonds lawfully issued, in the event
that no other acceptable purchaser for such bowds is found by the Association:

WOW THEREFORE in consideration of the premises the Association hereby resolves:

|.  To have prepared on it ehalf and to adopt an ordimance or resodution for the isswance of its bonds containing such
iterns and in such farms as are required by State statutes and 85 are agreeable and acceptable to the Government.

7. To refinance the unpaid balance, tn whaole or in pant, of itd bonds upon the request of the Government Il af any lime
it shall appear o the Government that the Association is able to refmance 193 bonds by obtaining & loan tor such Ii:urpm::s
from responsible cooperative or private sources at reasonable rates and terms for loans for similar purposes and periods
of time as required by section 333(¢) of sid Consolidated Farm and Rural Development Act (7 LLS.C. 1983(c))

3. Toprovide for, execute, and comply with Form FrmHA 4004, “Asurance Agreement,” and Form FmEA 400-1, “Equal
Onportunity Agreement,” Including an *Equat Opportunity Clause,” which clause is to be incorporated in, or attached
as & rider o, each construction contract and subcontract involving in excess of 310,000

4 Toindemnify the Government for any payments made or losses sutfered by the Government on behalf of the Association,

Bucly indernnification shall be payah[q: from the same source of funds pledged to pay the bonds or any other legal per-
missible source.

That upon default in the payments of any principal and acerued interest on the bonds or i the performance of any cov-
enant of sgreemant contained herein or in the instruments incident (0 making or nsuring the loan, the Governnment at
its option may (a) declare the entire principal amount then cutstanding and accrued interest immediately due and pay-
able, (b) for the zecount of the Associslion (pavable from the source of funds pledged 1w pay the bonds or any other
legally permissible source), incur and pay ressonable expenses for repair, maintenance, and operation of the facility and
such other reasonable expenses a5 may be necessary to cure the cause of default, undfor (¢) take posscssion of the facility,
repair, maintals, and operate or rent i1, Default under the provisions of this resolution or any instrument incident to the
making or insering of the Joan may be constiued by the Government to constitute default under any othet dnstrument
held By the Government and executed or asumed by the Association, and default under any such instrument may be
constried by the Government to constitute defzult hereunder

f Mot to sell, transfer. lease, or otherwise encumber the facility or any partion thereof, or interest therem. or permit others
1o do so withoot the nrior writren consent of the Government.

7. ot 1o defease the bonds, or Lo borrow money, enter it any contract or agreement, or otherwise incer any labilities
fo any purpose in connection witls the facility (exclusive of normal maintenancey without the prior weitten consent of the
Government if such undestakimg would Wwvalve the source of funds pledped o pay the honds

&  To place the proceeds of the bonds on deposit in an account and in 2 manner approved by the Government. Funds may be
deposited m institutions insared by the State or Federal Government or invested in readily marketable securities backed
by the full faith and credit of the United States, Any income from these sccounis will be conswdered a3 revenues of the
syaienm,

9, To comply with all spplicable State and Federsl laws and regulations and 1 contimeally vperate and maintain the facility
in perod condition,

10, Te provide for the receipt of adequate revenues to meel the requiremeits of debl service, aperation and matnenance, and
the establishment of adequate reserves. Revenue accumulated over and above that needed 1o pay operating and mainte-
nance, debi service and reserves may only be retiined of used to make prepaymenis on the loan. Revenue cannol be uséd
o pay any expenses which we ot direcily incorred Tor the Tocility iF:'n:lnrrlI by FrHA. Mo free service or wse of the
Facility will be permusied.

]

Pubfle reporting burdes for this saflection of imfonitotion s estimaled o prergee | Rour pee segpanes, imclading the Kme for sy el rnie L,

gearching exinfing dofy sources, fribereng and s Gy the dofe wesded, ded commieting and sessenise e eoliec ioe of infarmmanem Srmml e
reparding this parden exfimate or gna- other aepecd of e eafleefian of iefeermaiion, ircleding suggeslins for pedusing thie frarden, to eparimen ol
I-; Al far,  Ciraranor Lffeer, LA, Raom 4000, Weehiagbon 0 202507 end o the @0ice of Wanngeman s aad Badoe . Pegerieark Keduefion
b b PO M BT A0S Warkaatan. 11 O 90503
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11,  Toacguire and maintaln such insurance and fidelity bond coverage as may be required by the Gioveriment.

12 To establish and maintain sech books and records relating to the operation of the tacility and its financial alTaiss and 1o
provide for required audit thereol as required by the Government, fo provide the Lovernment a copy of each such audit
without its request. and to forward to the Government such additional information and reports as it may from time to
time réguire.

I3 To provide the Government ai all reasonable times acoess 10 all books and records relating Lo the Tacllity and scess to
the property of the system so that the Government may ascertain that the Associstion is complying with the provisions
hereal and of the instruments incidens o the making or insuring of the Foan

[4. That if the Government requires that a ressrve account be established and maintainesd, disbursements from that sccoun
may be used when necessary for payments due on the bond i sufficient funds are not otherwise available. With the prior
written approval of the Government, funds may be withdrawn for: =
(1) Paying the cost of repairing or replacing any damage Lo the Facility caused by catastrophe,

(b}  Repairing-or replacing short-lived assets,

{c)  Making extensions or improvements i the facility

Any time funds are disbursed Trom the reserve account, additional deposits will be required until the reserve account has
reached the reguired funded level,

15.  To provide adequate service to all persons within the service ares who can feasibly and Jegally be served and 10 obtaln
FmHA's concurrence prior to refusing new or adegquate services to such persoms Upon failure to provide services which
are feasible and legal, such person shall have a direct right of action against the Association or public body.

16, Te comply with the measures identified in the Government's environmental impact analysis for this facility for the pur-
pose of avoiding or reducing the adverss environmental impacts of the facility’s construction or operation

7. Toaccept o grant in an amount not (o exceed 5 290 000 BFCO and £225 000 ARC

Chairperson

undes the terms offered by the Government; that the

and Secretary of the Association are hereby suthorized and empowered to take all action necessary
or appropriate in the execution of all written instruments as may be required in regard 1o or as evidence of such grant; and
1o operate the Facility under the terms offered in said prant agreement{s),

The provisions hereof and the provisions of all nstruments incident 1o the making or the insuring of the loun, unlegs otherwise
specificaily provided by the terms of such instrament, shall be hinding upon the Association as lomg a5 the bonds aze held o
insured by the Government or assignee, The provisions of sections 6 through 17 heseof may be provided for in mose specific
dotail in the bond resolution of ordinsnce: to the extent that the provisiens confaimed in sich bond resolution or ordinance
should be found to be inconsisient with the provisions hereof, these provisions shall be construed as controlling between the
Aseociation and the Governmenl or assigines

The vore was! Yeady e Mays L’:: Absent
IN WITNESS WHEREOF, the Commissinners of the
Garrison, Quincy, Ey-O-Heights Water DlListrict has duly adopied this resclution and caused it
to be executed by 1he officers below in duplicate on this fﬁi day ol W 1 PE

A o e Water District

& .-
{SEAL) s ZE%_&Q% Mary Horsley

Allest

lille — Chafvperson

Title

acrebary
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LOAN AGREEMENT

This Loan Agreement made and entered into as of the 25th day of June, 2002 (the "Loan
Agreement”) by and between the Kentucky Rural Water Finance Corporation, a non-profit
corporation instrumentality of the various entities of the Commonwealth of Kentucky (the
"Corporation") and the Garrison-Quincy-KY-O-Heights Water District (the "Governmental
Agency"):

WITNESSETH

WHEREAS, the Corporation has established its Public Projects Construction Financing
Program (the “Program") designed to provide financing of construction to governmental entities
under which the Corporation has determined to issue under its Public Projects Construction Notes,
Series 2001, dated December 1, 2001 (the "Notes") pursuant to a Trust Indenture dated as of
December 1, 2001 (the Indenture"”) between the Corporation and Fifth Third Bank, trustee (the
“Trustee"), the net proceeds of which will be applied for the benefit of such governmental entities
by making Loans, pursuant to Loan Agreements for Construction of their Projects, in order to
provide a centralized source of interim construction financing and to reduce interest costs financing
 expenses of such governmental entities; and

WHEREAS, the Governmental Agency has obtained a commitment for Permanent Financing
for its Project as hereinafter defined, from RD; and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable to
acquire, construct, and finance the Project, and the Corporation has determined that the Project is
a project within the meaning of the Act and the Indenture, thereby qualifying for financial assistance
from the Corporation; and

WHEREAS RID has or will appropriate funds in amounts sufficient to enable it to honor said
commitments for Permanent Financing of such Projects; and

WHEREAS, the Corporation has found and determined that the construction of the Project
will be in furtherance of the purposes of the Corporation and the Governmental Agency under the
Act; and

WHEREAS, pursuant to this Loan Agreement the Governmental Agency will proceed with
the construction of the Project; and

WHEREAS, pursuant to this Loan Agreement the Governmental Agency will irrevocably
assign to the Trustee, for the benefit of the Corporation, all right, title and mterest in and to monies
to be received pursuant to the Permanent Financing, which monies will be used by the Trustee to pay
principal of and interest on the Notes; and

WHEREAS, the Corporation 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 hereinafier enumerated and the covenants by the Governmental Agency herein
contained; and

WHEREAS, the Corporation and the Governmental Agency have determined to enter into
this Loan Agreement pursuant to the terms of the Act and the Indenture and to set forth their
respective duties, rights, covenants, and obligations with respect 1o the construction and financing
of the Project subject to the repayment of the Loan and the interest thereon and subject to the terms
of the commitment for Permanent Financing;

NOW, THEREFORE, FOR AN 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 EACHPARTY, THE PARTIES HERETO MUTUALLY COVENANT AND AGREE, EACH
WITH THE OTHER AS FOLLOWS:



ARTICLE ]
DEFINITIONS

Scetion 1.1. Definitions. All of the terms utilized in this Loan Agreement will have the
same definitions and meaning as ascribed to them in the Act and the Indenture, which Act and
Indenture are hereby incorporated in this Loan Agreement by reference, the same as if sel forth
hercby verbatim provided, however, that those definitions utilized in the Act and the Indenture
having general application are hereby modified in certain instances to apply specifically to the
Governmental Agency and its Project.

"Aet” shall mean Chapter 58 of the Kentucky Revised Statutes, as amended.

“Application” means those specific details of the Project identified in Exhibit A hereto, all
of which are incorporated by reference in this Loan Agrecment.

* Authorized Officer” shall mean the President, Vice-President, Treasurer or Secretary of the
Corporation, and any other of its members, officers, agents, or employees duly authorized by
resolution of the Corporation to perform the act or sign the document in question.

"Business Day" shall mean any day other than a Saturday, Sunday or other legal holiday on
which the main corporate trust office of the Trustee is closed.

"Code™ shall mean the Internal Revenue Code of 1986, as amended, and shall include the
Regulations of the United States Department of the Treasury promulgated thereunder.

"Commitment Letter” means the RD Commitment Letter evidencing the approval by RD of
Permunent Financing for the Project.

*Commormwealth” or "Stare” shall mean the Commonwealth of Kentucky.

"Corporation™ shall mean the Kentucky Rural Water Finance Corporation, a non-profit
corporation and an instrumentality of the Governmental Agency and other governmental entities.

"Costs" or "Project Cosés” shall mean the costs of the Project as approved by RD including
interest during the construction of the Project,

" Engineers™ means the firm of consulting engineers cmployed by the Governmental Agency
in connection with the Project identified in the Application.

"Governmental Agency " shall mean any agemcy or unit of government within the
Commonwealth, now having or hereafter granted the authority and power to finance, acquire,
construct, and operate u Project, including specifically but not by way of limitation, incorporated



cities, counties, sanitation districts, water districts, public authorities, sewer construction districts,
metropolitan sewer districts, sanitation taxing districts, and any other agencies, commissions,
districts, or authorities (either acting alone, or in combination with one another pursuant (o any
regional or area compact, or multi-municipal agreement), now or hereafter established pursuant to
the laws of the Commonwealth having and possessing such described powers; and for the purposes
of this Loan Agreement shall mean the Govemmental Agency identified in the Application,

“Governmental Agency’s Accounl! shall mean the separate accounts within the Program Fund
under the Indenture, established for each particular Project.

"Indenture” shall mean the Trust Indenture dated as of December 1, 2001, between the
Corporation and the Trustee, outstanding to which the Notes have been issued and are secured,

"Investment Earnings” shall mean interest eamed on amounts on deposit in the Governmental
Agency’s Account established for the Governmental Agency.

*Loan™ shall mean the loan effected, pursuant to one or more draws, under this Loan
Agreement from the Corporation to the Governmental Agency in the principal amount set forth in
the Application, for the purpose of defraying the costs incidental to the Construction of the Project.

"Loan Agreement" shall mean this agreement made and enlered into by and between a
Governmental Agency and the Corporation, providing for a Loan to the Governmental Agency by
the Corporstion, and for the repayment thereof to the Corporation by the Governmental Agency.

"Loan Note” shall mean the notes of the Governmental Agency to the Corporation dated as
of their respective dates assigned to the Trustee representing the loan obligations of the
Ciovernmental Agency set forth in this Loan Agreement.

*Loan Payment Date” shall mean the Business Day agreed to by the Trustee which day shall

be no more than three (3) Business Days after receipt by the Governmental Agency of the proceeds
of the Permanent Financing.

*Loan Pavmenits™ shall mean all payments to the Corporation by the Governmental Agency
under this Loan Agreement,

"Maturity Date” shall mean the Maturity Date for the Loan,

“Note" or Notes® shall mean any of the Corporation's $35,000,000 Public Projects
Construction Notes, Series 2001, dated December 1, 2001.

" Permanent Financing” shall mean bonds issued by the Governmental Agency and delivered
to RD as purchaser,



"Person"™ shall mean any individual, firm, partnership, association, corporation or
Governmental Agency.

"Program” shall mean the Public Projects Construction Financing Program of the
Corporation as distinguished from any other programs of the Corporation.

"Praject” shall mean, when used generally, an infrastructure project as defined in the Act,
and when used in specific reference to the Governmental Agency, the Project described in the
Application,

"RD" means the Rural Development of the United States Department of Agriculture or its
SUCCESSOTS OF ASsigns,

"Requisition for Funds" means the form attached hereto as Exhibit B to be utilized by the
Governmental Agency in obtaining disbursements of the Loan from the Corporation as construction
of the Project progresses.

"System™ shall mean the utility system owned and operated by the Governmental Agency of
which the Project shall become a part.

" Trustee” shall mesn Fifth Third Bank, Cincinnati Ohio, and its successor or successors, and
any other corporation acting at any time as Trustee under the Indenture.



ARTICLE 11

REPRESENTATIONS AND WARRANTIES

The Corporation repre-
sents and warrants for the benefit of the Governmental Agency as follows;

{A) The Corporation is a non-profit corporation and an instrumentality of the Governmental
Agency and other governmental entities, has all necessary power and authority to enter into, and
perform its obligations under, this Loan Agreement, and has duly authorized the execution and
delivery of this Loan Agreement.

(B) Neither the execution and delivery hereof, nor the fulfillment of or compliance with the
terms and conditions hereof, nor the consummation of the transactions contemplated hereby,
conflicts with or resulis in a breach of the terms, conditions and provisions of any restriction or any
agreement or instrument o which the Corporation is now a party or by which the Corporation is
bound, or constituies a default under any of the foregoing.

{C) To the knowledge of the Corporation, there is no litigation or proceeding pending or
threatened against the Corporation or any other person affecting the right of the Corporation 1o
execute or deliver this Loan Agreement or to comply with its obligations under this Loan Agreement.
Neither the execution and delivery of this Loan Agreement by the Corporation, nor compliance by
the Corporation with its obligations under this Loan Agreement, require the approval of any
regulatory body, or any other entity, which approval has not been obtained.

(D) The authorization, execution and delivery of this Loan Agreement and all actions of the
Corporation with respect thereto, are in compliance with the Act and any regulations issued

rnm:nlﬁpntyhmhy rupnumumiwunm !’uﬂhchen:ﬁlnl'ﬂi:{?nrpnrﬂnunuﬁ:ﬂm

(A) The Governmental Agency is a duly organized and validly existing Governmental
Agency, as described in the Act, with full power to own its properties, conduct its affairs, enter into
this Loan Agreement and consummate the transactions contemplated hereby.

{B) The negotiation, execution and delivery of this Loan Agreement and the consummation
of the transactions contemplated hereby have all been duly authonzed by requisite action of the
governing body of the Governmental Agency.

(C) This Loan Agreement and the Loan Note has been duly executed and delivered by the
Governmental Agency and are valid and binding obligations of the Governmental Agency
enforceable in accordance with their terms, except 1o the extent that the enforceability thereof may



be limited by equitable principles and by bankruptey, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors’
rights or remedies generally.

(D) There is no controversy or litigation of any nature pending or threatened, in any court
or before any board, tribunal or administrative body, to challenge in any manner the authority of the
Governmental Agency or its governing body to make payments under this Loan Agreement or to
construct the Project, or to challenge in any manner the authority of the Governmental Agency or
its governing body to take any of the actions which have been taken in the authorization or delivery
of this Loan Agreement or the construction of the Project, or in any way contesting or affecting the
validity of this Loan Agreement, or in any way guestioning any proceedings taken with respect to
the authorization or delivery by the Governmental Agency of this Loan Agreement, or the application
of the proceeds thereof or the pledge or application of any monies or security provided therefor, or
in any way questioning the due existence or powers of the Governmental Agency, or otherwise
wherein an unfavorable decision would have an adverse impact on the transactions authorized n
connection with this Loan Agreement.

(E) The authorization and delivery of this Loan Agreement and the consummation of the
transactions contemplated hereby will not constitute an event of default or violation or breach, nor
an event which, with the giving of notice or the passage of time or both, would constitute an event
of default or violation or breach, under any contract, agreement, instrument, indenture, lease, judicial
or administrative order, decree, rule or regulation or other document or law affecting the
Governmental Agency or its governing body.

(F) Attached hereto as Exhibit D is a true, accurate and complete copy of the resolution or
ordinance of the governing body of the Governmental Agency approving and authorizing the
execution and delivery of this Loan Agreement, Such resolution or ordinance was duly enacted or
adopted at a meeting of the governing body of the Governmental Ageney at which a quorum was
present and acting throughout; such reselution or erdinance 1s in full force and effect and has not
been superseded, altered, amended or repealed as of the date hereof; and such meeting was duly
called and held in accordance with law.

(G) All actions taken by the Governmental Agency in connection with this Loan Agreement,
the Loan Note and the Loan described herein and the Project have been in full compliance with the
provisions of the Kentucky Open Meeting Law, KRS 61.805 to 61.850.

(H) The Govemmental Agency has all licenses, permits and other governmental approvals
(including, but not limited to, all required approvals of the Kentucky Public Service Commission)
required to owrn, occupy, operate and maintain the Project, and to enter into this Loan Agreement,
is not in violation of and has not received any notice of an alleged violation of any zoning or land
use laws applicable to the Project, and has full right, power and authority to perform the acts and
things as provided for in this Loan Agreement.



(I) Legal counsel to the Governmental Agency has duly executed and delivered the opinion
of legal counsel substantially in the form set forth in Exhibit E hereto.

Thc qurmnmtnl A;mcy a-:ldxunnn]l:r reptcﬁmm m:l wm'mnti thnuhe
Governmental Agency has (i} received all approvals of RD required in connection with the

Construction of the Project, (ii) received a commitment for Permanent Financing of its Project with
presently obligated funds on or before the Maturity Date and (jii) if the Permanent Financing is to
be provided by RD, sold its obligations representing the Permanent Financing to RD, as evidenced
by an opinion of bond counsel,
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the Permanent Financing by the Governmental Agency and RD, and that the Corporation and its
officers, agents and employees have made an independent investigation thereof or otherwise
attempted to verify the circumstances regarding the Permanent Financing. The Governmental
Agency further represents to the Corporation that such Permanent Financing has been established
by the Governmental Agency and RID with all due regard for the character and nature of the Project,
including the polential impact of foreseeable occurrences that reasonably might be expected to delay
the scheduled completion of the Project.

R ] 2 R If the
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and covenants, as follows:

(A} The Governmental Agency is not in breach of or in default under any of the provisions
of the loan documents or any instruments, proceedings or other documentation authorizing the
issuance of or secunng the payment of the Permanent Financing.

(B) The execution and delivery of the RD loan documents and the compliance with the
provisions thereof, do not and will not in any material respect conflict with or constitute on the part
of the Governmental Agency a breach of or default under any contract, agreement, instrument,
mdmt:m:nrpmoeudmg;urmy law, regulation, court order or consent decree to which the
Governmental Agency is now subject.

(C) The RD loan documents have been duly authorized, executed and delivered by the
Governmental Agency and are valid and binding obligations of the Governmental Agency.

(D) The Permanent Financing has been duly authonzed and sold to RD pursuant to law and
shall constitute a valid and binding obligation of the Governmental Agency upon delivery to RD and
the payment therefor in accordance with the terms of sale.



(E) Thercisno action, suit, proceeding or investigation at law or in equity before or by any
court, public board or body known to be pending or threatened against the Governmental Agency
n any way contesting or affecting any authority for the issuance of or the validity of the Permanent
Financing or the RD loan documents or in any way adversely affecting the transactions contemplated
therchy.

(F) The Governmental Agency will comply in all respects with the terms and provisions of
the RD loan documents.

(G) The Governmental Agency will promptly remit, in accordance with the provisions of
the RD loan documents, cach disbursement from its Governmental Agency's Account to the person
or persons to whom payment is then due and owing.

(H) The Governmental Agency will not unilaterally terminate, or enter into any agreement
1o terminate, any of the RD loan documents and will give to the Corporation and the Trustee prompt

writlen notice, appropriately documented, of any amendment to or modification of any of the RD
loan documents.



ARTICLE I
CORPORATION'S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1, Determination of Eligibility . Pursuant to the terms of the Act and the
Indenture, the Corporation has determined that the Governmental Agency's Project is a project under
the Act and the Governmental Agency 15 entitled to financial assistance from the Corporation in
connection with financing the Construction of the Project.

M’Iﬁ:pnnmpal nmmmt nflh-: Lnan :hn.tl b:rHSﬁ ﬂﬂﬂ{thu "L-nnn ﬁmmmt“'_l Pnn:npll uh.ull
be paid in full on or before November 1, 2002 (the "Maturity Date"). The Loan shall bear interest
al a per annum rate not to exceed 4,50%, and shall sccrue on the outstanding principal amount of the
Loan disbursed pursuani to one or more Loan Noles from the respective dates of disbursement and
shall be payable on the Loan Payment Date. The Loan shall be evidenced by the execution by the
Governmental Agency of the Loan Note and delivery and assignment thereof 1o the Trustee.

The proceeds of the Loan shall be deposited in a Governmenial Agency's Account established
for the Governmental Agency, The Corporation shall disburse amounts from such Governmental
Agency's Account as Construction of the Project progresses upon the submission by the
Governmental Agency of a Requisition for Funds in substantially the same form as Exhibit B hereto.

Payment of principal of the Loan shall be made at the principal corporate trust office of the
Trustee on the Loan Payment Date, which date shall not be afier the Maturity Date. In addition to
the payment of principal of and interest on the Loan, the Governmental Agency shall pay to the
Corporation all of the expenses and fees, including any share of investment earnings required to be
rebated to the United States of America pursuant to the Code, arising from the making of the Loan
by the Corporation to the Governmental Agency. The Governmental Agency shall receive a credit
against its payment of principal hereunder in an amount equal to (i) amounts remaining in its
Governmental Agency's Account on the date the Loan is paid in full and (ii) Investment Eamings.

Section 3.3, Rehate to Governmental Ageney . Within ninety (90) days following the
payment in full of the Notes of the Corporation issued under the Indenture, the Corporation shall
rebate or cause to be rebated to the Governmental Agency a portion of the monies remaining in the
accounts held by the Trustee under the Indenture after repayment of or provision for repayment of
all necessary fees, costs and expenses of the Trustee and the Administrative Cosis of the Program
(the "Rebate Amount”), on the following basis:

(A) Al interest paid on the Loans provided that if the remaining Rebate Amount is not
sufficient to rebate all interest paid on all Loans, the rebate will be equal to the
remaining Rebate Amount multiplied by a ratio whose numerator is the
Governmental Agency's Loan amount and whose denominator is the total Loan
amounts on all Governmental Agency's Accounts.
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Section 3,4, Covenant Regarding Permanent Financing. The Governmental Agency
does hereby separately covenant that if for any reason RD fails to provide the Permanent Financing
by accepting delivery thereof on or before the Maturity Date, the Governmental Agency shall
continue to pay interest on the Loan at the rate set forth in Section 3.2 from amounts in its
Governmental Agency's Account or its own funds, as determined by the Corporation, and if RD has
not purchased the Permanent Financing by November 1, 2002 retire the Loan on such date. Such
retirement shall be effected from the proceeds of other temporary or Permanent Financing or other
borrowing of whatever nature or from any other legally available funds of the Governmental Agency.

The Governmental Agency will give to the Corporation and the Trustce prompt written
notice, appropriately documented, of any modification, suspension, termination, annulment or other
changein status of the RD commitment for Permanent Financing, In such event the Corporation shall
provide express written instructions to the Trustee specifically detailing to the Trustee the manner
in which the duties of the Trustee under the Indenture will change as a result of such modification,
suspension, annulment or other change.
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ARTICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT:

REQUISITION FOR FUNDS
Section 4.1.  Covenants of Governmental Agency and Conditions of Loan. By the

execution of this Loan Agreement, the Governmental Agency agrees that prior to any requests for
the disbursement of all or a portion of the Loan made hereunder, the Governmental Agency shall
supply the Corporation, if requested, appropriate documentation, satisfactory to the Corporation, in
its sole discretion, indicating the following:

(A) That the Corporation and any appropriate regulatory agency of the Commonwealth as
may be designated by the Corporation, and their respective duly authorized agents, shall have the
right at all reasonable times, subject to prior notice to the Governmental Agency, to enter upon the
Project and to examine and inspect same,

(B) All real estate and interest in real estate and all personal property constituting the Project
ani the Project sites heretofore or hereafter acquired shall at all times be and remain the property of
the Governmental Agency and constitute a part of the System.

(C) In the event the Governmental Agency is required to provide financing for the Project
from sources other than the Corporation (as described in the Application) the Corporation shall have
the right to receive such reasonable proofs as it may require of the ability of the Governmental
Agency to finance the costs of construction of the Project over and above the Loan, prior to the
disbursement by the Corporation of any portion of the Loan.

(D) The Governmental Agency shall do all things necessary to acquire all proposed and
necessary sites, easements and rights of way necessary or required in respect of the Project and
demonsirate its ability to construct the Project in accordance with the plans, design and specifications
prepared for the Governmental Agency by its Engineers,

(E) Actual construction and installation incident to the Project shall be performed by either
the lump-sum (fixed price) or unit price contract method, and adequate legal methods of obtaining
public, competitive bidding will be employed prior to the awarding of the construction contract for
the Project in accordance with Kentucky law.

(F) Unless canstruction of the Project has already been initiated as of the date of this Loan
Agreement, pursuant to due compliance with state Jaw and applicable regulations, the Project will
not be advertised or placed on the market for construction bidding by the Governmental Agency until
the final plans, designs and specifications therefor have been approved by such state and federal
agencics and authorities as may be legally required, and until written notification of such approvals
has been received by the Governmental Agency and furnished to the Corporation.

12



(GG} Duly authorized representatives of the Corporation and such other agencies of the
Commonwealth as may be charged with responsibility will have reasonable access to the
construction work whenever it is in preparation or progress, and the Governmental Agency will
assure that the contractor or contractors will provide facilities for such access and inspection.

(H) The construction contract or contracts shall require the contractor to comply with all
provisions of federal and state law legally applicable to such work, and any amendments or
modifications thereto, together with all other applicable provisions of law, to cause appropriate
provisions to be inserted in subcontracts to insure compliance therewith by all subcontractors subject
thereto, and to be responsible for the submission of any statements required of subcontractors
thereunder.

(I) A work progress schedule utilizing a method of standard acceptance in the engingering
community shall be prepared prior to the institution of construction in connection with each
consiruction contract, or, if construction has already been initiated as of the date of this Loan
Agreement, at the earliest practicable date, to indicate the proposed schedule as to completion of the
Project, and same shall be maintained monthly thereafter to indicate the actual construction progress
of the Project.

(1) All construction contracts will be so prepared that federal participation costs, if any, and
state participation costs may be readily segregated from local participation costs, if any, and from
each other, and in such manner that all materials and equipment furnished to the Governmental
Agency may be readily itemized.

(K) The construction, including the letting of contracts in connection therewith, will con form
in all respects to applicable requirements of federal, state and Jocal laws, ordinances, rules and
regulations.

(L) The Governmental Agency will proceed expeditiously with and complete the Project in
accordance with the approved surveys, plans specifications and designs or amendments thereto,
prepared by the Engineers to the Governmental Agency and approved by state and federal agencies,
but only to the extent such approvals may be required.

(M) If requested, the Governmental Agency will erect at the Project sites, signs satisfactory
to the Corporation noting the participation of the Corporation in the financing of the Project.

(N) Except as otherwise provided in this Loan Agreement, the Governmental Agency shall
have the sole and exclusive charge of all details of the Construction.

(0) The Govemnmental Agency shall keep complete and accurate records of the costs of
acquiring the Project sites and the costs of Construction, The Governmental Agency shall permit the
Corporation, acting by and through its duly authorized representatives, and the duly autherized
representatives of state and/or federal agencies to inspect all books, documents, papers and records
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relating to the Project at any and all reasonable times for the purpose of audit and examination, and
the Governmental Agency shall submit to the Corporation such documents and information as such
public bodies may reasonably require in connection with the administration of any federal or state
grants.

(P} The Governmental Agency shall require that any bid for any portion of the Construction
of the Project be accompanied by a bid bond, certified check or other negotiable instrument payable
to the Governmental Agency, as assurance that the bidder will, upon acceptance of such bid, execute
the necessary contractual documents within the required time,

() The Governmental Agency shall require that each construction contractor or contractors
furnish a performance and payment bond in an amount at least equal to one hundred percent (100%)
of the contract price or the portion of the project covered by the particular contract as security for the
faithful performance of such contract.

(R) The Governmental Agency shall require that each ofits contractors and all subcontractors
maintain during the life of the construction contract, worker's compensation insurance, public
liability insurance, property damage insurance and vehicle liability insurance in amounts and on
terms satisfactory to the Corporation. Until the Project facilities are completed and accepted by the
CGovernmental Agency, the contractor, shall maintain builders risk insurance (fire and extended
coverage) on a one hundred percent (100%) basis (completed value form) on the insurable portion
of the Project, such insurance to be made payable to the order of the Corporation, the Governmental
Agency, the prime contractor, and all subcontractors, as their interests may appear.

(S) The Governmental Agency shall provide and maintain competent and adequate resident
engineering services covering the supervision and inspection of the development and construction
of the Project, and bearing the responsibility of assuring that Construction conforms to the approved
plans, specifications and designs prepared by the Engineers. Such resident engineer shall certify to
the Corporation, any involved state or federal agencies, and the Govermnmental Agency at the
completion of construction that construction is in accordance with the approved plans, specifications
and designs, or, approved amendments thereto.

Section 4.2, Disbursements of Loan: Requisition for Funds. The Governmental
Agency shall submit to the Trustee a Loan Note and a Requisition for Funds during the first five days

of each month (or such other designated period as is acceptable to the Trustee). The Loan Note shall
be in substantially the same form as that attached to this Loan Agreement as Exhibit C and made a
part hereof and the Requisition of Funds shall be in substantially the same form as that attached to
this Loan Agreement as Exhibit B and made a part hereof.

Upon the Corporation's receipt of the Loan Note and the Requisition for Funds, and such

additional documentation as it may require, the Corporation may direct the Trustee to remit the
amount requested to the Governmental Agency as a draw upon the Loan.
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ARTICLE V

ASSIGNMENT AND GENERAL COVENANTS
OF THE GOVERNMENTAL AGENCY

Section 5.1, Pledge and Assignment. The Governmental Agency does hereby irrevoca-

bly assign and pledge to the Corporation and 1ts successors or assigns, for the benefit of the owners
of all Notes 1ssued under the Indenture, all night, title and interest of the Governmental Agency in
and o the proceeds of the Permanent Financing and all monies to be received from RD, as
applicable, pursuant to RD's expressed intention to provide Permanent Financing lor the Project. The
Governmental Agency acknowledges and agrees that the Corporation pursuant to the Indenture has
assigned and pledged to the Trustee for the benefit and security of the owners of the Notes all of its
rights under the provisions of this Loan Agreement and the Loan Note. Accordingly, this Loan
Agreement shall not be terminated, modified or changed by the Corporation or the Governmental
Agency except with the consent of the Trustee in the manner and subject to the conditions permitied
by the terms and provisions of the Indenture,

Section 5.2, Further Assurance. Atany time and all imes the Governmental Agency
shall, so far as it maybe authonzed by law, pass, make, do, execule, acknowledge and deliver, all and
every such further resolutions, acts, deeds, conveyances, assignments, transfers and assurances as
may be necessary or desirable for the better assuring, conveying, granting, assigning and confirming
all and singular the nghts, assets and revenues herein pledged or assigned, or intended so to be, or
which the Governmental Agency may hereafter become bound to pledee or assign.

Section 5.3. Completion of Project. The Governmental Agency hereby covenants and
agrees to proceed expeditiously with and promptly complete the Project in accordance with the plans,
designs and specifications prepared by the Engineers for the Governmental Agency so that the
Permanent Financing can be delivered on or prior to the Maturity Date.

Section 5.4. Tax Covenant. The Governmental Agency shall at all times do and perform
all acts and things permitted by law and necessary or desirable in order to assure such exclusion and
shall take such actions as may be directed by the Corporation in order to accomplish the foregoing.
The Governmental Agency shall not permit (i) the proceeds of the Loan 1o be used directly or
indirectly in any trade or business, (ii) its payments hereunder to be secured directly or indirectly by
property to be used in a trade or business, (1ii) any management agreement for the operation of the
System or (iv) any federal guarantee of its obligations hereunder without the prior written consent
of the Corporation. The Governmental Agency will not acquire or pledge any obligations which
would cause the Bonds to be "arbitrage bonds" within the meaning of the Code.

Sectipn 5.5 Accounts and Reports The Governmental Agency shall at all times keep, or
cause to be kept, proper books of record and account in which complete and accurate entries shall

be made of all its transactions relating to the Project, which shall at all reasonable times be subject
to the inspection of the Corporation.
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Section 5.6, General. The Governmental Agency shall do and perform or cause to be done
and performed all acts and things required to be done or performed by or on behalf of the
Governmental Agency under the provisions of any agreements regardmg the Permanent Finanecing
and under any provisions of the Act and this Loan Agreement in accordance with the terms of such

Provisions,
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ARTICLE V1
EVENTS OF DEFAULT AND REMEDIES

Section 6.1. Events of Default Defined The following will be "Events of Default” under
this Loan Agreement and the term "Event of Default" or "Default” will mean, whenever it is used

in this Loan Agreement, any one or more of the following events:

(A) Failure by the Governmental Agency to pay any Loan paymenis at the times
specified herein including the principal and interest due on the Loan Note.

(B} Failure by the Governmental Agency to observe or perform any covenant,
condition or agreement on its part 1o be observed or performed, other than as referred to in
subsection (A} of this Section, for a period of thirty (30) days afler written notice specifying
such fatlure and requesting that it be remedied will have been given to the Governmental
Agency by the Corporation unless the Corporation agrees in wriling to an extension of such
time prior to its expiration provided, however, if the failure stated in the notice canmot be
corrected within the applicable period, the Corporation will not unreasonably withhold its
consent to an extension of such time if corrective action is instituted by the Governmental
Agency within the applicable period and diligently pursued until such failure is corrected.

(C) The dissolution or liqguidation of the Governmental Agency, or the voluntary
imitiation by the Governmental Agency of any proceeding under any federal or state law
relating to bankruptcy, insolvency, arrangement, reorganization, readjustment of debt or any
other form of debtor relief, or the initiation against the Governmental Agency of any such
proceeding which will remain undismissed for sixty (60) days, or the entry by the
Governmental Agency into an agreement of composition with creditors or the failure
generally by the Governmental Agency to pay its debts as they become due,

Section 6.2. Remedics on Default Whenever any Event of Default referred to in Section
6.1 has occurred and is continuing, the Corporation may, without any further demand or notice, take
one or any combination of the following remedial steps:

{A) Declare all payments due hereunder, as set forth in the Schedule of Payments to
be immediately due and pavable.

{B) Exercise all the rights and remedies of the Corporation set forth in the Act.

{C) Take whatever action at law or in equity appear necessary or desirable to enforce
its rights under this Loan Agreement.
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ection ointment of Recelver. Upon the occurrence of an Event of Default, and
upon the filing of a suit or other commencement of J udicial proceedings to enforce the rights of the
Corporation under this Loan Agreement, the Corporation shall be entitled, as a matter o fright, to the
appointment of a receiver or receivers of the System and all receipts therefrom, pending such
proceedings, with such power as the court making such appointment shall confer; provided, however,
that the Corporation may, with or without action under this Section, pursue any available remedy to
enforce the payment obligations hereunder, or to remedy any Event of Default.

Section 6. Remedy Ex . No remedy herein conferred upon or reserved to the
Corporation is intended to be exclusive, and every such remedy will be cumulative and will be in
addition to every other remedy given hereunder and every remedy now or hereafter existing at law
or in equity. No delay or omission to exercise any right or power accruing upon any default will
impair any such right or power and any such right and power may be exercised from time to time and
as often as may be deemed expedient.

Section 6.5. Con wers of Co ion Under A Loan A

The Governmental Agency hereby acknowledges to the Corporation its understanding of the
provisions of the Act and this Loan Agreement, vesting in the Corporation certain powers, rights and
privileges in respect of the Project upon the occurrence of an Ewvent of Default, and the
Governmental Agency hereby covenants and agrees that if the Corporation should in the future have
recourse to said rights and powers, the Governmental Agency shall take no action of any nature
whatsoever calculated to inhibit, nullify, void, delay or render nugatory such actions of the
Corporation in the due and prompt implementation of this Loan Agreement.

Section 6. vers In the event that any agreement contained herein should be breached
by either party and thereafter waived by the other party, such waiver will be limited to the particular
breach so waived and will not be deemed to waive any other breach hereunder.

Section 6.7. Agreement to Pay Attorneys’ Fees and Expenses. In the event thal either
party hereto is in default under any of the provisions hereof and the nondefaulting party employs
attorneys or incurs other expenses for the enforcement of performance or observance of any
obligation or agreement on the part of the defaulting party herein contained, the defaulting party
agrees that it will pay on demand therefor to the nondefaulting party the fees of such attorneys and
such other expenses so incurred by the nondefaulting party.
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ARTICLE VIT

MISCELLANEOUS PROVISIONS

Section 7.1. Approval not to be Unreasonably Withheld. Any approval of the Corpora-
tion required by this Loan Agreement shall not be unreasonably withheld and shall be deemed to

have been given on the thirtieth (30th) day following the submission of any matter requiring approval
to the Corporation, unless disapproved in writing prior to such thirtieth (30th) day. Any provision
of this Loan Agreement requiring the approval of the Corporation or the satisfaction or the evidence
of satisfaction of the Corporation shall be interpreted as requiring action by an authorized officer of
the Corporution granting, authorizing or expressing such approval or satisfaction, as the case may
be, unless such provision expressly provides otherwise.

Section 7.2, Effective Date. This Loan Agreement shall become effective as of the date
first set forth herein above and shall continue to full force and effect until the date the obligations

of the Governmental Agency pursuant to the provisions of this Loan Agreement have been fully
satisfied.

Section 7.3. Binding Effect. This Loan Agreement shall be binding upon, and shall inure
to the benefit of the parties hereto, and 1o any person, officer, board, department, agency, municipal
corporation, or body politic and corporate succeeding by operation of law to the powers and duties
of either of the parties hereto. This Loan Agreement shall not be revocable by either of the partics,
nor assignable by cither parties without the written consent of the other party.

Scction 7.4. Severabijlity. In the event that any provision of this Loan Agreement will be
held invalid or unenforceable by any court of competent junsdiction, such holding will not invalidate
or render unenforceable any other provision heroof,

Section 7.5. Execution in Counterparts. This Loan Agreement may be simultancously
execuled in several counterparts, each of which will be an original and all of which will constitute
but onc and the same instrument.

Section 7.6. Applicable Law. This Loan Agreement will be governed by and construed in
nccordance with the laws of the Commonwealth,

Section 7.7. Captlons. The captions or headings herein are for convenience only and in
no way define, limit or describe the scope or intent of any provisions or sections of this Loan

Agreemenl
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N WITNESS WHEREOF, the parties hereto have caused this Loan Agreement to be
executed by their respective duly authorized officers as of the day and year above written.

KENTUCKY RURAL WATER FINANCE
CORFORATION

By

Title

GARRISON-QUINCY-KY-O-HEIGHTS

WATER DISTRICT
J .-' ] :' / o
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LOAN AGREEMENT

By and Between

KENTUCKY RURAL WATER FINANCE CORPORATION

and

GARRISON-QUINCY-KY-O-HEIGHTS WATER DISTRICT
Borrower

dated August 11, 2010
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LOAN AGREEMENT

This Loan Agreement made and entered into as of August 11, 2010 (the "Loan Agreement”)
by and between the Kentucky Rural Water Finance Corporation, a non-profit corporation and
instrumentality of various entities of the Commonwezlth of Kentucky (the “Corporation”) and the
Giarrison-Quincy-KY-0-Heights Water District (the "Borrower"):

WITNESSETH

WHEREAS, the Corporation has established its Public Projects Construction Financing
Program (the "Program"”) to offer interim financing to govermmental entities for construction of
public projects for the purpose of providing a centralized source of interim construction financing
and to reduce interest costs financing expenses of such governmental entities; and

WHEREAS, the Corporation has issued its Public Projects Construction Notes, Series B-
2009-2, (the "Notes") pursuant 1o a Trust Indenture dated as of February 1, 2009, as supplemented
by Supplemental Trust Indenture No. 2, dated December 22, 2009 (collectively, the "Indenture")
between the Corporation and Regions Bank, trustee (the "Trustee"), to finance the Program and to
muke Loans to governmental agencics for construction of their projects; and

WHEREAS, the Borrower has obtained a commitment for Permanent Financing for its
Project a5 hereinafier defined, from the United States Department of Agriculture, acting through
Rural Development ("RD"); and

WHEREAS, the Borrower has determined that it is necessary and desirable (o acquire,
construct, and finance the Project, and the Corporation has determined that ithe Project 15 a project
within the meaning of the Act and the Indenture, thereby qualifying for financial assistance from the

Corporation; and

WHEREAS, pursuant to this Loan Agreement the Bomower will proceed with the
construction of the Project; and

WHEREAS, pursuant to this Loan Agreement the Borrower will imevocably assign to the
Trustee, for the benefit of the Corporation, all right, title and interest in and to monies to be received
pursuant 1o the Permanent Financing, which monies will be used by the Trustee to pay principal of
and interest on the Notes; and

WHEREAS, the Corporation is willing to cooperate with the Borrower in making available
the Loan to be applied to the construction of the Project upon the conditions hercinafier ecnumerated
and the covenants by the Borrower herein contained; and

WHEREAS, the Corporation and the Bormower have determined 10 enter into this Loan
Agrezment to set forth their respective duties, nghts, covenants, and obligations with respect to the
construction and financing of the Project and the repayment of the Loan;



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 15 HEREBY
ACKNOWLEDGED BY EACH PARTY, THE PARTIES HERETO MUTUALLY COVENANT
AND AGREE, EACH WITH THE OTHER A5 FOLLOWS:

B



ARTICLE]
DEFINITIONS

Section 1.1. Definitions. Except as set forth below, all of the capitalized 1erms utilized in
this Loan Agreement will have the same definitions and meaming as ascnibed to them n the
Indenture, Terms defined in the Indenture and applicable to all borrowers under the Program shall
when used in this Loan Agreement relate solely to the Bormower, who {s o party hereto, unless
otherwise expressly stated.

"Aci” shall mean Chapter 58 of the Kentucky Revised Statutes, as amended,

"Applicarion” shall mean an application in substantinlly the form attached hereto as
Exhibit A.

"Authorized Officer " shall mean with respect to the Corporation, its President, Vice-
President, Treasurer, Secretary or Assistant Secretary, and any other of its members, officers. agents,
or employees duly authorized by resolution of the Corporation to perform the act or sign the
document in question; and with respect to any Borrower, its Chairperson, Secretary and Treasurer
if such Borrower is a water district or water association, or its Mayor, City Clerk and Treasurer if
such Bormrower is a municipality and any other of its members, officers, agents, or employees duly
authorized by resolution of the Bormower to perform the act or sign the document in question.

"Borrower's Accown™ shall mean the separate accounts within the Program Fund under the
Indenture, established for the Borrower's Project and Loan.

" Husiness Day" means any day other then a Saturday, a Sunday, or a day on which banking
institutions in the Commonwealth of Kentucky or the State of New York or the Office of the Trustec
15 closed as authonzed or obligated by law or admimistrative order or a day on which the New York
Stock Exchange is closed.

"Code” shall mean the Intemal Revenue Code of 1986, as amended, and shall include the
Regulations of the United States Department of the Treasury promulgated thereunder,

"Commutment Letter” means the RD Commitment Letter evidencing the approval by RD of
Permanent Financing for the Project.

"Commomwealth” or "State” shall mean the Commonwealth of Kentucky,

*Corporarion” shall mean the Kentucky Rural Water Finance Corporation, a non-profit
corporation and an instrumentality of the Borrower and other governmental entities.



"Costs™ or "Project Costs” shall mean the costs of the Project as approved by RD including
interest during the construction of the Praject.

"Engineers" means the firm of consulting engineers employed by the Borrowerin connection
with the Project. as wdentified in the Application.

“tmmediate Notice" shall mean notice given by telephone. telecopy, telegruph or other
electronic means, prompily confirming in writing in accordance with the requirements of the
Indenture,

"ndeniure” shall mean the Trust Indenture dated as of February 1. 2009, between the
Corporation and the Trustee, as supplemented and amended from time to time.

“fnterest Rate” shall mean 2.90% per annum aceruing from the date of this Loan Agreement
to the Maturity Date.

*Investment Earnings” shall mean interest earned on amounts on deposit in the Borrower's
Account established for the Borrower,

"foan” shall mean the loan effected pursuant to this Loan Agreement.

"Loan Agreement” shall mean this agreement made and entered into by and between the
Borrower and the Corporation, providing for a Loan to the Borrower by the Corporation, and for the
repayvment thereof to the Corporation by the Bormower,

"[oan Note " shall mean the notes of the Borrower to the Corporation dated as of their
respective dates assigned to the Trustee representing the loan obligations of the Borrower set forth
in this Loan Agreement.

"Loan Payment Date" shall mean the earlier of (i) the Business Day following the Borrower's
receipt of the proceeds of the Permanent Financing or (if) the Maturity Date.

“Loan Payments” shall mean all payments required to be made to the Corporation by the
Borrower under this Loan Agreement.

" Maturity Date” shall mean December 1, 2010,

"Note™ or Notes" shall mean any of the Corporation’s Public Projects Construction Notes,
Series B-2000-2, issued from time to time in one or More senes.

" Permanent Financing” shall mean bonds issued by the Borrower and delivered to RD as
purchaser.



"Person™ shall mean any individual, firm, partnership, association, corporation or
governmental entity.

"Project” shall mean the Project descnibal in the Application.
"Remarkering Agent”™ shall mean the remarketing agent appointed under the Indenture.

"RD" means the United States Department of Agriculture acting through Rural Development
Or 115 SUCCESKOTS O ASSIgNS.

"Requisition for Funds® shall mean the form attached hereto as Exhibit B to be utilized by
the Borrower in obtaining disbursements of the Loan from the Trustee,

"System” shall mean the utility system owned and operated by the Bormower of which the
Project shall become a part.

"Tristee” shall mean Regions Bank, Nashville, Tennessee, and its successor or SUccessors,
and any other corporation acting at any lime as Trustee under the Indenture.



ARTICLE I
REPRESENTATIONS AND WARRANTIES

Section 2.1. Representations and Warranties of Corporatioifhe Corporation represents
and warrants for the benefit of the Borrower as follows:

(a)  The Corporation is a non-profit corporation and an instrumentality of the Borrower
and other governmental entities, has all necessary power and authority to enter into, and perform its
obligations under, this Loan Agreement, and has duly authorized the execution and delivery o f this
Loan Agreement.

(b} Neither the execution and delivery hereof, nor the fulfillment of or compliance with
the terms and conditions hereof, nor the consummation of the transactions contemplated hereby,
conflicts with or results in a breach of the terms., conditions and provisions of any restriction or any
apreement or instrument to which the Corporation is now a party or by which the Corporation is
bound, or constitutes a default under any of the foregoing.

{c)  Tothe knowledge of the Corporation, there is no litigation or proceeding pending or
threatencd against the Corporation or any other person affecting the right of the Corporation 1o
executeor deliver this Loan Agreement or to comply with its obligations under this Loan Agreement.
Neither the execution and delivery of this Loan Agreement by the Corporation, nor compliance by
the Corporation with its obligations under this Loan Agreement, require the approval of any
regulatory bedy, or any other entity, which approval has not been obtained,

{d) The authorization, execution and delivery of this Loan Agreement and afl actions of
the Corporation with respect thereto, are in compliance with the Act and any regulations issued

thercunder.

Section 2.2. Representations and Warranties of Borrower. The Borrower herehy
represents and warrants for the benefit of the Corporation as follows:

{(a)  The Borrower is a duly organized and validly existing povernmental agency, as
described in the Act, with full power to own its properties, conduct its affairs, enter into this Loan
Agreement and consummate the transactions contemplated hereby.

b} The negotiation, execution and delivery of this Loan Agreement and the
consummation of the transactions contemplated hereby have all been duly authorized by requisite
action of the goveming body of the Borrower,

{c) This Loan Agreement and the Loan Note has been duly executed and delivered by the
Borrower and are valid and binding obligations of the Borrower enforceable in accordance with their
terms, cxcept to the extent that the enforceatnlity thereof may be limited by equitahle principles and



by bankrupicy, reorgamization, moratonum, insolvency or similar laws heretofore or hereafier
enacted relating to or affecting the enforcement of creditors” rights or remedies generally.

(d)  There 15 no litigation of any nature pending or threatened, in any court or before any
board, tribunal or adminmistrative body, to challenge in any manner the authority of the Borrower or
its governing body to moake payments under this Loan Agreement or to constructthe Project, or to
challenge in any manner the suthority of the Borrower or its governing body to take any of the
actions which have been taken in the authonzation or delivery of this Loan Agreement or the
construction of the Project, or in any way contesting or affecting the validity of this Loan Agreement,
or in any way questioning any proceedings taken with respect to the authorization or delivery by the
Borrower of this Loan Agreement, or the application of the proceeds thereof or the pledge or
application of any monies or security provided therefor, or in any way questioning the due existence
or powers of the Borrower, or otherwise whereln an unfavorable decision would have an adverse
impact on the transactions suthorized in connection with this Loan Agreement.

ic) The authorization and delivery of this Loan Agreement and the consummation of the
transactions contemplated hereby will not constitute an event of default or violation or breach, nor
an event which, with the giving of notice or the passage of time or both, would constitute an event
af default or violation or breach, under any contract, agreement, instrument, indenture, lease, judical
or administrative order, decree, rule or regulation or other document or law affecting the Borrower

or its governing body.

(N Antached hereto as Exhabat D 15 a true, accurate and complete copy of the resolution
or ordinance of the governing body of the Borrower approving and authornizing the execution and
delivery of this Loan Agreement. Such resolution or ordinance was duly enacted or adopted at a
meeting of the poverning body of the Borrower at which a quorum was present and acting
throughout; such resolution or ordinance is in full force and effect and has not been superseded,
altered, amended or repealed as of the date hereof, and the meeting at which the resolution or
ordinance was duly enacted or adopted was held in full compliance with Sections 61.805 10 61,850
of the Kentucky Revised Statutes.

(g}  The Borrower has all licenses, permits and other governmental approvals required
10 own, occupy, operate and mamtain the Project, and to enter into this Loan Agreement, is not in
violation of &nd has not received any notice ol an alleged violation of any zoning or land wse laws
applicable to the Project; and has full right, power and autharity to perform the acts and things as
provided for in this Loan Agreement.

Section 2.3. Representations, Warranties and Covenants Concerning Permanent
Financing. The Borrower represents. warrants and covenants as follows;

{n) The Borrower has (i) received all approvals of RD required in connection with the
construction of the Project, and (ii) received a commitment for Permanent Financing of its Project
with presently obligated funds to be paid on or before the Matunity Date.



The Bormower acknowledges and agrees that, in making this Loan, the Corporation has relied
upon the receipt of the Permanent Financing commitment from RD.

(b}  The Borrower is not in breach of or in default under any of the provisions of the loan
documents or any instruments, proceedings or other documentation authonzing the ssuance of or
securing the payment of the Permanent Financing (the "Permanent Financing Documents”),

(c) The execution and delivery of the Permanent Financing Documents and the
compliance with the provisions thereof, do not and will not in any matenial respect conflict with or
constitute on the pant of the Borrower a breach of or default under any contract, agreemnent,
nstrument, indenture or proceedings or any law, regulation, court order or consent decree to which
the Bomower is now subject,

(dy  The Permanent Financing Documents have been duly authorized, executed and
delivered by the Borrower and are valid and binding obligations of the Borrower.

ie) There 1% no action, suit, proceeding or investigation af law or in equity before or by
any court, public board or body known to be pending or threatened against the Borrower in any way
contesting or affecting any authority for the issuance of or the validity of the Permanent Financing
or the Permanent Financmg Documents or in any way adversely affecting the transactions

contemplated thereby.

ifi  The Bormower will comply in all respects with the terms and provisions of the
Permanent Financing Documents.

ig)  The Borrower will promptly remit, in accordance with the provisions of the
Permanent Financing Documents, each disbursement from its Borrower's Account to the person or
persons to whom payment i$ then due and owing,

(h) The Borrower will not unilsterally terminate, or enter inlo any agreement to terminate,
any of the Permanent Financing Documents and will give to the Corporation and the Trustee prompt
written notice, appropriately documented, of any matenal amendment to or medification of any of

the Permanent Financing Documents.



ARTICLE 111
CORPORATION'S AGREEMENT TO MAKE LOAN; TERMS

Section 3.1. Determination of Eligibility.  The Corporation has determined that the
Borrower's Project is a project eligible for Program financing.

Section 3.2. Loan Amount; Loan Payments and Prepayments: Disbursement of Funds.
The principal amount of the Loan shall be $798.000 (the "Loan Amount”). Principal shall be paid
in full on or before the Loan Payment Date.

The Loan shall bear interest from the date of this Loan Agreement at the Interest Rate and
shall accrue on the outstanding principal amount of the Loan, The principal of and interest on the
Loan shall be pavable solely on the Loan Payment Date or upon earlier prepayment. The Loan shall
be evidenced by the execution by the Borrower of the Loan Note and delivery and assignment by the
Corporation thereof to the Trustee.

The principal amount of the Loan may be prepaid on any date upon 30 days prior written
notice to the Corporation and the Trustee in accordance with the following schedule: (i) 1f the Loan
is prepaid prior to June 30, 2010, a 1% prepayment premium may be assessed; (1) 1l the Loan i3
prepaid on and after July 1, 2010 through September 30, 2010, a .25% prepayment premium may
be assessed; and (iii) if the Loan is prepaid on and after October 1. 2010, no prepayment premium
will be assessed. The Corporation reserves the right to waive any and all prepayment premiums.

The Loan Note shall be in substantially the same form as that attached to this Loan
Agreement as Exhibit C and made a part hereof.

The proceeds of the Loan shall be deposited in a Borrower's Account established for the
Borrower. The Corporation shall cause the Trustee to disburse amounts from such Borrower's
Account upon the submission by the Borrower of a Reg uisition for Funds in substantially the same
form as Exhibit B hereto. Upon receipt of a properly submitted Requisition for Funds by no later
than 12:00 pm Eastern time on Tuesday of any week, the Trustee shall disburse the amounts so
requested on the following Thursday. The Corporation does not make any warranty. cither express
or implied, that the moneys which will be paid into the Borrower's Account and which, under the
provisions of this Loan Agreement, will be available for payment of the cost of the Project, will be
sufficient to pay all of the cost of the Project.

Payment of principal of the Loan shall be made at the principal corporate trust office of the
Trustee on the Loan Payment Date, or upon earlier prepayment. [n addition to the payment of
principal of and interest on the Loan, the Borrower shall pay to the Corporation all of the expenses
and fees, including any share of investment earnings required to be rebated to the United States of
America pursuant to the Code, arsing from the making of the Loan by the Corporation to the
Borrower. The Borrower shall receive a credit against its payment of principal hereunder in an



amount equal to (i) amounts remaining in its Borrower’s Account on the date the Loan is paid in full
and (i1} Investment Eamings.

Section 3.3. Rebate to Borrower, Within ninety (90) days following the payment in full
of the Notes of the Corporation issued under the Indenture, the Corporation shall rebate or cause to
be rebated to the Borrower a portion of the monies remaining in the accounts held by the Trustee
under the Indenture after repayment of or provision for repayment of all necessary fees, costs and
expenses of the Trustee and the Administrative Costs of the Program (the *Rebate Amount™), on the
following basis:

{a) All interest paid on the Loans of the Program provided that if the
remaiming Rebate Amount is not sufficient to rebate all interest paid on all Loans of
the Program, the rebate will be equal 10 the remaining Rebate Amount multiplied by
a ratio whose numerator 1% the Borrower's Loan Amount and whose denominator is
the total Loan Amounts of all Program Loans.

Section 3.4. Covenant Regarding Permanent Financing. The Borrower does herchy
separately covenant that if for any reason RD fails to provide the Permanent Financing by accepting
delivery thereof on or before the Maturity Date, the Bormower shall continue to pay interest on the
Loan at the rate set forth in Section 3.2 from amounts in its Borrower's Account or its own funds,
as defermined by the Corporation, and if RD has not purchased the Permanent Finuncing by the
Muatunity Date, the Borrower shall pay the Loan in full on such date. Such payment shall be effected
from the proceeds of other temporary or Permanent Financing or other bormowing of whatever nature
or from any other legally available funds of the Bormower.

The Borrower will give to the Corporation and the Trustee prompt writlen notice,
appropristely documented, of any modification, suspension, termingtion, annulment or other change
in status of the RD commitment for Permanent Financing. In such event the Corporation shall
provide express written instructions to the Trustee specifically detailing to the Trustee the manner
in which the duties of the Trustee under the Indenture will change as a result of such modification,

suspension, anmulment or other change.

Section 3.5. Conversion to RD Multiple Advance Loan. This Loan Agreement and the
Loan Note may be assigned to RD in the event that the Notes cannot be remarketed, or the Notes are
required 1o be called for redemption. as described in the Indenture. In such event, the Corporation
or its designee will notify the Borrower that this Loan Agreement and the Loan Note will be assigned
to RD, and the effective date of such assignment, which notification shall be not less than 14 days
prior to the assignment date. On or before such assignment date, RD will cause the full amount of
the Borrower's Loan Payment (as of such assignment date) to be wired to the Borrower 's construction
fund, and the Borrower agrees that it will immediately wire such funds to the Trustee, as directed
by the Corporation. On such assignment date, and without further action of the Borrower, the
Corporation or RD, the Corporation shall be deemed to have assigned to RD, and RID shall be
deemed to have assumed, the Corporation’s nights under the Loan Note (and this Loan Agreement

10



shall be of no further force or effect). Thereafier, the Loan Note shall bear interest at the then-
applicable RD multiple-advance rate in effect for the Borrower.

ARTICLE IV

ASSIGNMENT AND GENERAL COVENANTS OF BORROWER

Section 4.1. Repayment of Loan. The Borrower hereby agrees to pay the principal of and
interest on the Loan, as and when due. The obligations of the Borrower (o repay the Loan and 10
perform and observe the other agreements contained herein shall be absolute and unconditional and
shall not be subject to any defense or any right of setoff, counterclaim or recoupment arising out of
any breach by the Corporation or the Trustee of any obligation to the Borrower, whether hereunder
or atherwise, or as a result of the failure of the Borrower 1o complete the aequisition, construction,
mmproving and equipping of the Project, the failure of RD to provide Permanent Financing. the
occurrence of any acts or circumstances that may constitute failure of consideration, eviction or
constructive eviction, destruction of or damage to the Project, the taking by eminent domain of title
to or temporary use of any or all of the Project, commercial frustration of purpose; any change in the
tax or other laws of the Unated States of America or of the State or any political subdivision of either
thereof or any failure of the Corporation or the Trustee to perform and observe any agreement,
whether express or implied. or any duty, liability or obligation arising out of or connected with this
Loan Agreement.

Section 4.2, Security for Repayment of Loan. (2) The Loan and the Loan Note shall be
repaid from, and repayment of the Loan and the Loan Note shall be secured by the proceeds of the
Permanent Financing. In the event that Permanent Financing is not available on the Loan Payment
Date, or insufficient to repay the Loan in full, this Loan and the Loan Note shall be payahle from and
be secured by a pledge of the revenues of the System. subject to the pledge thereofin favor of any
prior lien bonds.

(b)  The Borrower does hereby irrevocably assign and pledge to the Corporation and its
successors or assigns, for the benefit of the owners of all Notes issued under the Indenture, all right,
titie and interest of the Borrower in and to the proceeds of the Permanent Financing and all monies
to be received from RD, as applicable, pursuant to RD's expressed intention to provide Permanent
Financing for the Project. The Borrower acknowledges and agrees that the Corporation pursuant to
the Indenture has assigned and pledged to the Trustee for the benefit and security of the owners of
the Notes all of its nghts under the provisions of this Loan Agreement and the Loan Note.
Accordingly, this Loan Agreement shall not be terminated, modified or changed by the Corporation
or the Borrower except with the consent of the Trustee in the manner and subject 1o the conditions
permitted by the terms and provisions of the Indenture.

Section 4.3. Further Assurance. At any time and all times the Borrower shall, so far as it

maybe authorized by law, pass, make. do, execute, acknowledge and deliver, all and every such
further resolutions, acts, deeds, convevances, assignments, transfers and assurances s may be



necessary or desirable for the better assuring, conveymg. granting, assigning and confirming all and
singular the rights. asscts and revenues herein pledged or assigned, or intended so 10 be, or which
the Borrower may hereafter become bound to pledge or assign.

Section 4.4, Completion of Project. The Borrower hereby covenants and agrees to proceed
expeditiously with and promptly complete the Project in accordance with the plans, designs and
specifications prepared by the Engineers for the Borrower 5o that the Permanent Financing can be
delivered on or prior to the Maturity Date.

Section 4.5. Tax Covenant. The Borrower shall at all times do and perform all acts and
things permitted by law and necessary or desirable in order to assure such exclusion and shall take
such actions as may be directed by the Corporation in order to accomplish the foregoing, The
Borrower shall not permit (i) the proceeds of the Loan to be used directly or indirectly in any trade
or business, (ii) its paymenis hereunder to be secured directly or indirectly by property to be used in
a trade or bustness, (i) any management agreement for the operation of the Project any system of
which it is a part. or (iv) any federal guarantee of its obligations hereunder without the prior wnitten
consent of the Corporation. The Borrower will not acquire or pledge any obligations that would
cause the Bonds to be "arbitrage bonds" within the meaning of the Code,

Section 4.6. Accounts and Reports. The Borrower shall at all times keep, or cause to be
kept, proper books of record and account in which complete and accurate entrics shall be made of
all its transactions relating to the Project. which shall at all reasonable times be subject 1o the

mspection of the Corporation.

Section 4.7. General, The Borrower shall do and perform or cause to be done and performed
all acts and things required to be done or performed by or on behalf of the Borrower under the
provisions of any agreements regarding the Permuanent Financing and this Loan Agreement in
sccordance with the terms of such provisions.

Section 4.8. Designation of Aunthorized Officers. The Bomrower hereby designates the
Chairperson, Secretary and Treasurer asits Authonzed Officers for purposes of thas Loan A greement
and the Indenture, if the Borrower is a water district or water association; and the Mayor, City Clerk

and Treasurer as its Authorized Officers for purposes of this Loan Agreement and the Indenture, if
the Borrower 1s a municipality,
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ARTICLE Y
EVENTS OF DEFAULT AND REMEDIES

Section 5.1. Events of Default Defined. The following will be "Events of Default" under
this Loan Agreement and the term "Event of Defaull” or "Default" will mean, whenever it is used
in this Loan Agreement, any one or more of the following events:

{a)  Falure by the Bormower to pay any Loan payments at the times specified
herein including the principal and mterest due on the Loan Note,

(b Failure by the Borrower to observe or perform any covenant, condition or
ugreement on its part 1o be observed or performed, other than as referred to in subsection (a)
of this Section, for a period of tharty (30) days after written notice specifying such failure and
requesting that it be remedied will have been given to the Bormower by the Corporation
unless the Corporation agrees in writing to an extension of such time prior to 1ts expiration
provided, however, if the fmlure stated in the notice cannot be corrected within the applicable
period, the Corporation will not unreasonably withhold its consent to an extension of such
time if corrective action is instituted by the Borrower within the applicable period and
diligently pursued until such failure is corrected.

icl The dissolution or liguidation of the Borrower, or the voluntary initiation by
the Borower of any proceeding under any federal or state law relating to bankruptcy,
insolvency, amangement, recrganization, readjustment of debt or any other form of debtor
relief, or the initiation against the Borrower of any such proceeding which will remain
undismissed for sixty (60) days, or the entry by the Borrower into an agreement of
composition with creditors or the failure generally by the Borrower to pay its debts as they
become due.

Section 5.2. Remedies on Default. Whenever any Event of Default referred to in Section
6.1 has occurred and is continuing, the Corporation may, without any further demand or notice, take
one or any combmation of the following remedial steps:

{a) Declure all payments due hereunder, as set forth in the Schedule of Payments
1o be immedintely due and payable.

(b} Exercise all the nghts and remedies of the Corporation set forth in the Act.

(e}  Take whatever action at law or in equity appear necessary or desirable to
enforee its rights under this Loan Agreement.
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Section 5.3, Appointment of Reeeiver. Upon the oceurrence of an Event of Default, and
upon the filing of a suit or other commencement of Judicial proceedings to enforee the rights of the
Corporation under this Loan Agreement, the Corporation shall be entitled, as a matter of right, to the
appointment of a receiver or receivers of the System and all receipts therefrom, pending such
proceedings, with such power as the court making such appointment shall confer; provided, however,
that the Corporation may, with or without action under this Section, pursue any available remedy to
enforee the payment obligations hereunder, or to remedy any Event of Default.

Section 5.4. No Remedy Exclusive. No remedy herein conferred upon or reserved to the
Corporation is intended to be exclusive. and every such remedy will be cumulative and will be in
addition to every other remedy given hereunder and every remedy now or hereafier existing at law
ar in equity. No delay or omission to exercise any right or power accruing upon any default will
impair any such right or power and any such right and power may be exercised from time to time and
as often as may be deemed expedient.

Section 5.5. Consent to Powers of Corporation Under Act and this Loan Agreement.
The Borrower hereby acknowledges to the Corporation its understanding of the provisions of the At
andl this Loan Agreement, vesting in the Corporation certain powers, rights and privileges in respect
of the Project upon the occurrence of an Event of Default, and the Borrower hereby covenants and
agtees that if the Corporation should in the future have recourse to said rights and powers, the
Borrower shall take no action of any nature whatsoever caleulated to inhibit, nullify, void, delay or
render nugatory such actions of the Corporation in the due and prompt implementation of this Loan
Apgreement.

Section 5.6. Non-Waivers by Corporation.  No failure by the Corporation or by any
assignee 1o insist upon the strict performance of any term hereof or to exercise any right, power or
remedy consequent upon a breach thereof, and no acceptance of any payment hereunder. in full or
in part, during the continuance of such breach, shall constitute waiver of such breach or of such term.
No waiver of any breach shall affect or alter this Loan Agreement or constitute a waiver of a then
existing or subsequent breach.

Section 5.7. Agreement to Pay Attorneys' Fees and Expenses. In the event that cither
party hereto is in default under any of the provisions hereof and the nondefaulting party employs
attomeys or incurs other expenses for the enforcement of performance or observance of any
abligation or agreement on the part of the defaulting party herein contained, the detaulting party
agrees that it will pay on demand therefor to the nondefaulting party the fees of such attorneys and
such other expenses so incurred by the nondefaulting party.
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ARTICLE V1
MISCELLANEOUS PROVISIONS

Section 6.1, Approval not to be Unreasonably Withheld, Any approval of the
Corporation required by this Loan Agreement shall not be unreasonably withheld and shall be
deemed to have been given on the thirtieth (30th) day following the submission of any matter
requinng approval to the Corporation, unless disapproved in writing prior to such thirtieth (30th)
day. Any provision of this Loan Agrecment requinng the approval of the Corporstion or the
satisfaction or the evidence of satisfaction of the Corporation shall be interpreted as requinng action
by an authonzed officer of the Corporation granting, authonizing or expressing such approval or
satisfaction, as the case may be, unless such provision expressly provides otherwise,

Section 6.2. Effective Date.This Loan Agreement shall become effective as of the date first
set forth herein above and shall continue to full force and effect until the date the obligations of the
Bomrower pursuant to the provisions of this Loan Agreement have been fully satisfied.

Section 6.3, Binding Effect. This Loan Agreement shall be binding upon, and shall inure
to the benefit of the parties hereto, and to any person, officer, board, department, agency, municipal
corporation, or body politic and corporate succeeding by operation of law to the powers and duties
of either of the parties hereto, This Loan Agreement shall not be revocable by cither of the parties,
nor assignable by either parties without the written consent of the other party.

Section 6.4. Severability. In the cvent that any provision of this Loan Agreement will be
held invalid or unenforceable by any court of competent junisdiction, such holding will not invalidate
or render unenforceable any other provision hereof,

Section 6.5, Execution in Counterparts. This Loan Agreement may be simultaneously
executed in several counterparts, each of which will be an original and all of which will constitute
but one and the same mstrument.

Section 6.6. Applicable Law. This Loan Agreement will be governed by and construed in
accordanee with the laws of the Commonwealth of Kentucky,

Section 6,7. Captions. The captions or headings herein are for convenience only and in no
way define, limit or descnbe the scope or intent of any provisions or sections of this Loan

Agreement.

Section 6.8. Notices. Any notices required hercunder shall be delivered in the manner and
to the addresses set forth in the Indenture; provided that the Borrower's address shall be that listed
on 18 Application,
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Section 6.9, Discharge of Borrower's Obligations under the Loan Agreement. [f the
Borrower {a) deposits sufficient funds with the Trustee to pay the principal of and interest due
hereunder to and including the date of redemption (or such lesser amount as shall be identified by
the Remarketing Agent); and (b} informs the Corporation, the Remarketing Agent and the Trustee
of its intention to prepay its obligations hereunder on such redemption date; and if the Barrower shall
also pay or cause 1o be paid all other sums payable hereunder by the Bormower in accordance with
Section 3.2 and any other section of this Loan Agreement, or make adequate provision therefor, then
and in that case the indebtedness evidenced by this Loan Agreement and the Loan Note shall be
discharged and satisfied and all covenants, agreements and obligations of the Borrower hereunder
shall be fully discharged and satisfied and shall thereupon cease, terminate and become void.

Section 6.10. No Liability of Corporation’s and Borrower's OfficersNo recourse under
or upon any obligation, covenant or agreement contained in this Agreement shall be had against any
incorporator, member, director or officer, as such, past, present or future, of the C orporation or the
Bormower, either directly or through the Corporation or the Borrower. Any and all personal hability
of every nature. whether at common law or in equity, or by statute or by constitution or otherwise.
of any such incorporator, member, director or officer is hereby expressly waived and released by the
Borrower and the Corporation against the other's incorporators, members, directors or officers as a
condition of and consideration for the execution of this Loan Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Loan Agreement to be
executed by their respective duly authorized officers as of the day and year above written.

KENTUCKY RURAL WATER FINANCE
CORPORATION

By

Title

Garrison-Quiney-KY -O-Heights Water Distnict
Borrower

——— o .

B:f.,f 5 , 3
{ " Chairman ’

I'.f"-— 'd 7 A _.}._:_____ -
; L fL 5
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Jonathon Bivens, Chairman
Garrison-Quincy-KY-0-Heights Water District
PO Box 279

Garrison, Kentucky 41141

Ms. Brandi Armstrong
Kentucky Infrastructure Authority

1024 Capital Center Drive, Suite 340
Frankfort, Kentucky 40601

Mr. Buddy Griffin

Water Infrastructure Branch
Energy and Environment Cabinet
200 Fair Oaks, 4™ Floor
Frankfor, Kentucky 40601

Mr. Charles Lush, Jr.

LS. Bank National Association
Corporste Trust Services
Locator CN-KY-0850

One Financial Square
Lowsville, Kentucky 40202

Dirk M. BedarfT, Esg,
Peck, Shaffer & Williams,
a division of Dinsmore & Shohl LLP
50 E Rivercenter Blwvd.
Suite 1150
Covington, Kentucky 41011
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Assistance Agreement, or the application of the proceeds thereof or the pledge or application of
any monies or security provided therefor, or in any way questioning the due existence or powers
of the Governmental Agency, or otherwise wherein an unfavorable decision would have an
adverse impact on the transactions authorized in connection with the Assistance Agreement.

7. The suthorization and delivery of the Assistance Agreement and the
consummation of the transactions contemplated thereby will not constitute an event of default or
violation or breach, nor an event which, with the giving of notice or the passage of time or both,
would constitute an event of default or violation or breach, under any contract, agreement,
instrument. indenture, lease, judicial or administrative order. decree. rule or regulation or other
document or law affecting the Governmental Agency or its governing body.

8. All actions taken by the Governmental Agency in connection with the Assistance
Agreement and the loan described therein and the Project, as defined in the Assistance
Agreement, have been in full compliance with the provisions of the Kentucky Open Meetings
Law, KRS 61.805 to 61.850.

Q. The Governmental Agency has all licenses. permits and other governmental
approvals required to own, occupy, operate and maintain the Project and to enter into the
Assistance Agreement, is not in vielation of and has not received any notice of an alleged
violation of any zoning or land use laws applicable to the Governmental Agency Project, and has
full Fght. power and authority to perform the acts and things as provided for in the Assistance
Agreement,

10.  The individuals named below are the duly elected or appointed qualified and
acting incumbents in the office of the Govemnmental Agency indicated afler their respective
names and the signatures subscribed above their names are their genuine signatures.

WITNESS our signatures, this /A dayof %] CZ . 2015.

GOVERNMENTAL AGENCY:
GARRISON-QUINCY-KY-0-HEIGHTS
WATER DISTRICT
By: r'#u- “LL\..-I;.@I;HH;._ =t Ly
Name: lopathon Bivens )
Title: Chairman

Adtest:

By: \) WHQL&W\

Name: __ ¥pgaw €Cgllivef
Title: Sccretary

QERITIIV]



COMMONWEALTH OF KENTUCKY
OFFICE OF THE LEWIS COUNTY ATTORNEY

THOMAS M. BERTRAM 11
112 5ECOMD STRERT SUTTE NI
COURTHOUSE
VAMCERURG, KENTUCKY 41179

TELEPHONT jhis 763301
FACSIMILE jis) ™e-8712

May 13, 2015

AN EXTENDED COPY OF THE OPINION OF THE DISTRICT'S ATTORNEY

Kentucky Infrastructure Authority
1024 Capital Center Drive

Suite 340

Frankfort, Kentucky 40601

RE: Assistance Agreement by and between Kentucky Infrastructure Authority and
Garmison-Quincy-KY-O-Heights Water District, dated as of April 1, 2015

Ladies and Gentlemen:

The undersigned is an attorney at law duly admitted to the practice of law in the Commonwealth
of Kentucky and is legal counsel 10 the Gamison-Quincy-Ky-O-Heights Water District,
hereinafter referred to as the "Governmental Agency”. | am familiar with the organization and
existence of the Governmental Agency and the laws of the Commonwealth applicable thereto.
Additionally, | am familiar with the drinking water supply project (the "Project") with respect to
which the Assistance Agreement by and between the Kentucky Infrastructure Authority
("Authority”) and the Governmental Agency is being authorized, executed and delivered.

| have reviewed the form of Assistance Agreement by and between the Authority and the
Governmental Agency, the resolution or ordinance of the govering authority authorizing the
execution and delivery of said Assistance Agreement.

Based upon my review [ am of the opinion that:

1) The Governmental Agency is a duly organized and existing political subdivision or body
politic of the Commonwealth of Kentucky validly existing under The Constitution and statutes of
the Commonwealth of Kentucky.

2) The Assistance Agreement has been duly executed and delivered by the Governmental
Agency and is a valid and binding obligntion of the Governmental Agency enforceable in
accordance with its terms, except to the extent that the enforceability thereof may be limited by
equitable principles and by bankruptcy, reorganization, moratorium, insolvency or similar laws



heretolive or hereafter enneted relating to or affecting the enforcement of creditors’ rights or

remedies generally,

33 The Governmental Agency has all necessary power and authority (i) 1o enter into., perform and
consummate all transactions contemplated by the Assistance Agreement, and (1) to execute and
deliver the documents und instruments o be executed and delivered by it in connection with the
construction of the Project.

4) The Service Charges, as defined in the Assistance Agreement, are in full force and effect and
have been duly end lawfully adopted by the Governmental Agency,

3) The exccution and delivery of the Assistance Agreement and the performance by the
CGovernmental Agency of its obligations thereunder does not and will not conilict with, violate or
constitile a default under any court or administrutive order, decree or ruling, or any law, statute,
ordinance or regulation, or any opreement, indenture, mortgage, lease, note or other obligation or
instrument, binding upon the Governmental Agency, or any ol its propertics or assets, The
Govemmental Agency has obtuined cach and every authorization, consenl, permil, approval or
license of or filing or registration with, any count or governmental department, commission,
board, burean, agency or instrumentality. or any specifically granted exemption from any of the
foregoing, that is necessary to the valid execution, delivery or performance by the Governmental
Agency of the Assistance Agreement and the imposition of the Service Charges,

6) To the best of my knowledge after due inquiry there is no action. suil. procecdings or
investigation at flaw or in equity before any court. public board or body pending or threstened
against, alfecting or questioning (i) the valid existence of the Governmental Agency, (i) the right
or title of the members and officers of the Governmental Agency 1o their respective positions,
(iii) the aunthorization, execution, delivery or enforceability of the Assistance Agreement or the
application ol any monics or security therefor, (iv) the construction of the Project, (v) the validity
or enforceability of the Service Charges or (vi) that would have a material adverse impact on the

ability of the Governmental Agency 1o perform its obligations under the Assistance Agreement,

7) None of the proceedings or authority heretofore had or taken by the Governmental Agency for
the suthorization. execution or delivery of the Assistance Agreement hus or have been repealed.
reseinded, or revohed,

) To the best of my knowledge, the Governmental Agency has fully complied with all federal
and stute labor and procurement laws in connection with the construction ol the Project.

9 All proceedings and actions of the Governmental Agency with respeet o which the Assistance
Agreement is 1o be delivered were had or taken at meetings properly convened and held in
substantial compliance with the applicable provisions of Sections 61.805 o 61.850 of the
Kentucky Revised Statunes.

TR

Thomas M. Berrmm 1]

TMBIgle
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ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of the date set forth on the cover
page hereof (the "Assistance Agreement”) by and between the KENTUCKY
INFRASTRUCTURE AUTHORITY, a body corporate and politic, constituting a public
corporation and governmental agency and instrumentality of the Commonwealth of Kentucky
(the "Authority”) and the Governmental Agency identified on the cover of this Assistance
Agreement (the "Governmental Agency”):

WITNESBETH

WHEREAS. the General Assembly of the Commonwealth of Kentucky, being the duly
and legally constituted legislature of Kentucky at its 1988 Regular Session, enacted House Bill
217 amending Chapter 224A of the Kentucky Revised Statutes (the "Act"), creating the
"Kentucky Infrastructure Authority” to serve the public purposes identified in the Act; and

WHEREAS, the Authotity has established its Program as hereinafier defined. for the
purpose of providing financial assistance to Governmental Agencies, as defined in the Act, in
connection with the acquisition and construction of Projects, as defined in the Act, in order to
preserve, protect, upgrade, conserve, develop. utilize and manage the resources of the
Commonwealth of Kentucky {the "Commonwealth™) for the protection and preservation of the
health, safety, convenience, and welfare of the Commonwealth and its citizens, and in that
respect to assist and cooperate with Governmental Agencies in achieving such purposes; and

WHEREAS, the Program is funded in part, pursuant to the Capitalization Grant
Operating Agreement between the Authority and the U.S. Environmental Protection Agency
dated as of November 1, 1998, as amended, supplemented or restated from time to time (the
"Federal Agreement”) under which the Authority is responsible for providing certain "match
funding” described in the Federal Agreement; and

WHEREAS, the Authority has issued, and will issue from time to time, its revenue bonds
pursuant to a General Trust Indenture dated as of February 1, 2000 (the "Indenture") between the
Authority and U.5, Bank, National Association, as lawful successor in interest to National City
Bank of Kentucky (the "Trustee"). in order 10 provide the "match funding” for the Program; and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable
to finance the acquisition and construction of the Project, as hereinafter defined, and the
Authority has determined that the Project is a Project within the meaning of the Act and the
Indenture, thereby qualifying for financial assistance from the Authority; and

WHEREAS, the Governmental Agency desires to enter into this Assistance Agreement
with the Authority for the purpose of securing from the Authority the repayable Loan hereinafter
identified; and

WHEREAS, the Authority is willing to cooperate with the Governmental Agency in
making available the Loan pursuant to the Act and the Indenture to be applied to the Project
upon the conditions hereinafter enumerated and the covenants by the Governmental Agency
herein contained to repay the Loan and the interest thereon from the sources herein provided, all

as hereinafter more specifically provided; and



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

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:



ARTICLE]
DEFINITIONS

All of the terms utilized in this Assistance Agreement will have the same definitions and
meaning as ascribed 10 them in the Act and the Indenture, which Act and Indenture are herchy
incorporated in this Assistance Agreement by reference, the same as if set forth hereby verbatim;
provided, however, that those definitions utilized in the Act and the Indenture having general
application are herehy modified in certain instances to apply specifically 1o the Governmental
Agency and its Project.

"Act” shall mean Chapter 224A of the Kentucky Revised Statutes, as amended.

"Administrative Fee" means the charge of the Authority for the servicing of the Loan,
which is the annual percentoge charged aguinst the unpaid principal balance of the Loan as
identified in the Project Specifics.

"Architects™ means the firm of consulting architects employed by the Govemnmental
Agency in connection with the Project identified in the Project Specifics.

"Assistance Agreement” shall mean this agreement made and entered into by and between
a Governmental Agency and the Authority, as authorized by the Act, providing for a Loan to the
Governmental Agency by the Authority, and for the repayment thereof to the Authority by the
Governmental Agency.

"Authority® shall mean the Kentucky Infrastructure Authority created by the Act, a body
corporate and politic, constituting a public corporation and a govemmental agency and
instrumentality of the Commonwealth of Kentucky, or such other designation as may be effected
by future amendments to the Act.

"Bond™ or "Bonds®™ or "Revemwe Bonds”™ shall mean any Kentucky Infrastructure
Authority Bond or Bonds, or the issue of such Bonds, as the case may be, authenticated and
delivered under the Indenture.

"Busimess Day” shall mean any day other than a Saturday, Sunday or other legal holiday
on which the general offices of the Commonwealth are closed.

"Cabinet" means the Energy and Environment Cabinet of the Commonwealth,

"Code” shall mean the Intemal Revenue Code of 1986, as amended, and shall include the
Regulations of the United States Department of the Treasury promulgated thereunder.

“Commonwealth”™ shall mean the Commonwealth of Kentucky.

"Construction" shall mean construction as defined in the Actl

"Debt Obligations” shall mean those outstanding obligations of the Governmental
Agency identified in the Project Specifics outstanding as of the date of this Assistance
Agreement or issued in the future in accordance with the terms hereof, pavable from the income
and revenucs of the System.



"Drinking Water Supply Project” shall mean the planning, design and construction of
drinking water treatment and distribution systems, including expenditures to address Federal Act
health goals, or to address situations where compliance standards have been exceeded or to
prevent future violations of rules, and may lurther mclude dnnking water trestment plants,
including basins for rupid mix, flocculation, coagulation, filtration, pre-treatment disinfection,
und disinfection prior to entry to the distribution system; distribution systems; storage tanks;
intske lines and short-term water storage; clearwells; drilled wells and wellhead areas; and any
other structure or facility considered necessary by the Cabinet to the cfficient and sanitary
operation of a public waler system and complies with the requirements of the Federal Act.

"Engineers” means the firm of consulting engineers employed by the Governmental
Agency in connection with the Project identified in the Project Specifics.

"Federal Acr" shnll mean the Federal Safe Dranking Water Act, a3 amended, 42 U8.C,
Section 1401, et seq.

“Crovernmental Agency” shall mean any incorporated city or municipal corporation, or
other agency or umit of government within the Commonweaith, now having or hereafler granted
the authority and power to finance. scquire, construct, and operate infrastructure projects,
including specifically but not by way of limitation, incorporated cities, counties, including any
counties containing a metropolitan sewer district, sanitation districts, water districts, sewer
construction districts, metropolitan sewer districts, sanitation taxing districts, and any other
pgencies, commissions, districts, or authorities (either acting alone, or in combination with one
another pursuant to any regional or area compact, or multi-municipal agreement), now or
hereafter established pursuant to the laws of the Commonwealth having and possessing such
described powers; amd for the purposes of this Assistance Apgreement shall mean the
Governmental Agency identified in the Project Specifics.

"Indenture” shall mean the General Trust Indenture dated os of February [, 2000 between
the Authority and the Trustee.

“Interagency Agreemens” means the Memorandum of Understanding dated as of July 1,
1999 between the Authority and the Cabinet, as the same may be amended or supplemented from
time to time.

"Loan" shall mean the loan effected under this Assistance Agreement from the Authority

to the Governmental Agency in the principal amount set forth in the Project Specifics, for the
purpose of defraying the costs incidental to the Construction of the Project.

"Loan Rate” means the rate of interest identified in the Schedule of Payments.

"Person™ shall mean any individual, firm. partnership, association, corporation or
Governmental Agency.

"Program” shall mean the program authorized by KRS 224A.1115 and the Indenture as
the "federally assisted drinking water revolving fund” for financing Projects through Loans by
the Authority to Governmental Agencies and shall not be deemed to mean or include any other
programs of the Authority.



"Praject” shall mean, when used generally, a Drinking Water Supply Project, and when
used in specific reference to the Governmental Agency, the Project described in the Project
Specifics.

"Project Specifics” means those specific details of the Project identified in Exhibit A
hereto, all of which are incorporated by reference in this Assistance Agreement.

"Reguisition for Funds” meahs the form attached hereto as Exhibit B to be utilized by the
Governmental Agency in obtaining dishursements of the Loan from the Authority as the
Construction of the Project progresses.

"Resolution” means the resolution of the Govemmental Agency attached hereto as
Exhibit D authorizing the execution of this Assistance Agreement.

"Schedule of Payments" means the principal and interest requirements of the Loan as set
forth in Exhibit F hereto, to be established and agreed to upon or prior to the completion of the
Project.

"Schedile of Service Charges™ shall mean those general charges to be imposed by the
Governmental Agency for services provided by the System, as set forth in Exhibit € hereto, and
such other revenues identified in Exhibit C hereto from which the Loan is to be repaid, which
Schedule of Service Charges shall be in full force and effect to the satisfaction of the Authority
prior to the dishursement of any portion of the Loan hereunder.

"Service Charges” shall mean any monthly, quarterly, semi-annual, or annual charges,
surcharges or improvement benefit assessments to be imposed by a Governmental Agency, or by
the Authority, in respect of the System, which Service Charges arise by reason of the existence
of, and requirement of, any Assistance Agreement and for the purposes of this Assistance
Agreement said Service Charges shall be no less than those set forth in the Schedule of Service
Charpes,

"System” shall mean the water system owned and operated by the Governmental Agency
of which the Project shall become a part and from the eamings of which (represented by the
Service Charges) the Governmental Agency shall repay the Authority the Loan hereunder.



ARTICLE IT
REPRESENTATIONS AND WARRANTIES

Section 2.1. Representations and Warranties of Authority. The Authority represents and
warranis for the benefit of the Governmental Agency as follows:

{A})  The Authority is a body corporate and pelitic constituting a governmental agency
and instrumentality of the Commonwealth, has all necessary power and Authority to enter mto,
and perform its obligations under, this Assistance Agreement, and has duly authorized the
execution and delivery of this Assistance Agreement.

(By  Neither the execution and delivery hereof, nor the fulfillmemt of or compliance
with the terms and conditions hereof, nor the consummation of the transactions contemplated
hereby, conflicts with or results in a breach of the terms, conditions and provisions of any
restriction or any agreement or instrument to which the Authority is now a party or by which the
Authority is bound. or constitutes a default under any of the foregoing.

(C}  To the knowledge of the Authority, there is no litigation or proceeding pending or
threatened against the Authority or any other person affecting the right of the Authority to
execute or deliver this Assistance Agreement or to comply with its obligations under this
Assistance Agreement. Neither the execution and delivery of this Assistance Agreement by the
Authority, nor compliance by the Authority with its obligations under this Assistance
Agreement, require the approval of any regulatory body, or any other entity, which approval has
not been obtained.

(D) The authorization, execution and delivery of this Assistance Agreement and all
actions of the Authority with respect thercto, are in compliance with the Act and the Federal Act
and any regulations issued thereunder.

Secon 2.2. Representations and Warranties of the Governmental Agency. The
Governmental Agency hereby represents and warrants for the benefit of the Authority as follows:

(A} The Governmental Agency is a duly organized and validly existing Governmental
Agency, as described in the Act, with full power to own its properties, conduct its affairs, enter
into this Assistance Agreement and consummate the transactions contemplated hereby.

(B}  The negotiation, execution and delivery of this Assistance Agreement and the
consummation of the transactions contemplated hereby have been duly authorized by all
requisite action of the governing body of the Governmental Agency.

(C}  This Assistance Agreement has been duly executed and delivered by the
Governmental Agency and is a valid and binding obligation of the Governmental Agency
enforeeable in accordance with its terms, except to the extent that the enforceability hereof may
be limited by equitable principles and by bankruptey, reorganization, moratorium, insolvency or
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors'
rights or remedies generally.

{D} To the knowledge of the Governmental Agency. there is no confroversy or
litigation of any nature pending or threatened, in any court or before any board, tribunal or
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administrative body, 1o challenge in any manner the authority of the Governmental Agency or its
govermng body to make payments under this Assistance Agreement or (o proceed with the
Project. or 1o challenge in any manner the authority of the Governmental Agency or ils
governing body to take any of the actions which have been taken in the authorization or delivery
of this Assistance Agreement or the Construction of the Project, or in any way contesting or
affecting the validity of this Assistance Agreement, or in any way questioning any procecdings
taken with respect to the authorization or delivery by the Governmental Agency of this
Assistance Agreement, or the application of the proceeds thereof or the pledge or application of
any monies or secunty provided therefor, or in any way questioning the due existence or powers
of the Governmental Agency, or otherwise wherein an unfavorable decision would have an
adverse impact on the transaetions authorized in connection with this Assistance Agreement,

(E} The authonzation and delivery of this Assistance Agreement and the
consummation of the transactions contemplated hereby will not constitute an event of default or
violation or breach. nor an event which, with the giving of notice or the passage of time or hoth,
would constitute an event of default or violstion or breach, under any contract, agreement,
instrument, indenfure, lease, judicial or administrative order, decree, rule or regulation or other
document or law affecting the Governmental Agency or its governing body.

(F)  Attached hercio as Exhibit D is a true, accurate and complete copy of the
resolution or ordinance of the governing body of the Governmental Agency approving and
authorizing the execution und delivery of this Assistance Agreement. Such resolution or
ordinance was duly enacted or adopted at a meeting of the governing body of the Governmental
Agency at which a quorum was present and scting throughout; such resolution or ordinance is in
full force and effect and has not been superseded. altered, amended or repealed as of the date
hereof, and such meeting was duly called and held in accordance with law.

(G)  All actions taken by the Governmental Agency in connection with this Assistance
Agreement and the Loan described herein and the Project have been in full compliance with the
provisions of the Kentucky Open Mecting Law, KRS 61.805 1o 61.850.

(H) The Govemmental Agency has all licenses, permits and other governmental
approvals (including but not limited to all required approvals of the Kentucky Public Service
Commission) required to own, pccupy, operate and maintuin the Project, to charge and collect
the Service Charges and to enter into this Assistance Agreement, is not in violation of and has
nol received any notice of an alleged violation of any zoning or land use laws applicable 10 the
Project, and has full right, power and authority 10 perform the acts and things as provided for in
this Assistance Agreement.

(I}  Legal counsel to the Governmental Agency has duly executed and delivered the
opimon of legal counsel substantially in the form set forth in Exhibit E hereto.

{J)  The Govermnmental Agency is in full compliance with all federal and state lnbor
and procurement laws in connection with the planning, design, acquisition and construction of
the Project.

(K)  Project is consistent with the water supply plan developed pursuant to 401 KAR
4:220 for the county in which the Governmental Agency is located.



ARTICLE 111
AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS

1. Determination of Eligibilitv. Purssant to the terms of the Act and the
Indenture, the Authority has determined that the Governmental Agency's Project is a Drinking
Water Supply Project under the Act and the Governmental Agency is entitled to financial
assistance from the Authority in connection with financing the Construction of the Project.

Section 3.1,

Section 3.2. Principal Amount of Loan Established; Loan Payments; Disbursement of
Funds. The principal amount of the Loan shall be the Loan Amount as identified in the Project
Specifics, subject to such adjustments as may be set forth in the Schedule of Payments, Principal
payments shall be made semiannually in the amounts and on the dates to be established by the
Schedule of Payments, which Schedule of Payments shall provide for approximately level debt
service payments over the Repayment Term set forth in the Project Specifics, commencing with
the Amortization Commencement Date set forth in the Project Specifics.

The Loan shall bear interest, payable semiannually, at the Loan Rate identified in the
Project Specifics, and after the Amortization Commencement Date, in the amounts (based on
such Loan Rate) and on the dates set forth in the Schedule of Payments; provided that, should an
Event of Default occur, such payments of interest shall be made on the first day of each month
during the continuation of such Event of Default.

The Authority shall advance the proceeds of the Loan as Construction of the Project
progresses upon the submission by the Governmental Agency of a Requisition for Funds in
substantially the same form as Exhibit B hereto. Each disbursement under a Reguisition for
Funds representing a portion of the principal amount of the Loan shall bear interest at the Loan
Rate from the date of the disbursement; and shall be subject to the further requirements set forth
in Article IV hereof.

Payments of principal and interest on the Loan shall be made at the principal office of the
Authority or the Trustee, as designated by the Authonity.

Section 3.3. Governmental Agency's Right to Prepav Loan. The Governmental Agency
shall have the right to prepay and retire the entire amount of the Loan at any time without penalty
upon written notice to the Authority no less than five (5) Business Days in advance of said

prepayment.

Notwithstanding the foregoing, upon the determination by the Authority that it intends to
issue revenue bonds secured by a pledge of the payments on the Loan, the Authority shall advise
the Governmental Agency (i) of its intention to proceed with the authorization of such bonds (ii)
of the limitation on prepayments after such bonds are issued and (iii) that the Governmental
Agency has thirty (30) days from its receipt of said notice to exercise its option to prepay the
Loan. Upon the expiration of said thirty day period the Governmental Agency's right to prepay
the Loan shall be limited to the terms deseribed in such notice.

Section 3.4. Subordination of Loan. The Authority hereby agrees that the security
interest and source of payment for the Loan shall be inferior and subordinate to the security
interest and source of payment for the Debt Obligations of the Govemnmental Agency payable
from the revenues of the System outstanding at the time this Assistance Agreement is executed
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as identified in the Project Specifics; provided, however, the Authority shall receive notice of
any additional financings in accordance with Section 5.5(D) hereof.



ARTICLE IV

CONDITIONS PRECEDENT TO DISBURSEMENT,
REQUISITION FOR FUNDS

Section 4.1. Covenants of Governmental Agency and Conditions of Loan. By the
execution of this Assistance Agreement, the Governmental Agency agrees that prior to any
requests for the disbursement of all or a portion of the Loan made hereunder, the Governmental
Agency shall supply the Authority and the Cabinet appropriate documentation, satisfactory to the
Authority indicating the following:

(A)  That the Authority and the Cabinet and any appropriate regulatory agency of the
Commonwealth as may be designated by the Authority or the Cabinet, and their respective duly
authorized agents, shall have the right at all reasonable times, subject to prior notice to the
Governmental Agency. to examine and inspect the Project.

(B)  All real estate and interest in real estate and all personal property constituting the
Project and the sites of the Project heretofore or hereafter acquired shall at all times be and
remain the property of the Governmental Agency and constitute a part of the System.

(C) In the event the Governmental Apency is reguired to provide financing for the
Project from sources other than the Authority (as described in the Project Specifics) the
Authority shall have the right to reecive such reasonable proofs as it may require of the ability of
the Governmental Apency to finance the costs of the Construction of the Project over and above
the Loan, prior to the dishurserent by the Authority of any portion of the Loan.

(D)  The Governmental Agency shall do all things necessary to acyuire all proposed
and necessary sites, easements and rights of way necessary or required in respect of the Project
and demonstrate its ability to construct the Project in accordance with the plans, design and
specifications prepared for the Governmental Agency by the Engineers.

(E}  Actual construction and installation incident to the Project shall be performed by
the lump-sum (fixed price) contract method. and adequate legal methods of obtaining public,
competitive bidding will be employed prior to the awarding of the construction contract for the
Project in aceordance with Kentucky law,

(F)  Unless construction of the Project has already been initiated as of the date of this
Assistance Agreement, pursuant to due compliance with state law and applicable regulations, the
Project will not be advertised or placed on the market for construction bidding by the
Governmental Agency until the final plans, designs and specifications therefor have been
approved by such state and federal agencies and authorities as may be legally required, and until
written notification of such approvals has been received by the Governmental Agency and
furnished to the Cabinet,

(G}  Duly authorized representatives of the Cabinet and such other agencies of the
Commonwealth and the United States Government as may be charged with responsibility will

have reasonable access to the constroction work whenever it is in preparation or progress, and
the Governmental Agency will assure that the contractor or contractors will provide facilities for

such access and inspection.
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(H}  The construetion contract or contracts shall require the contractor to comply with
all provisions of federal and state law legally applicable to such work, and any amendments or
modifications thereto, together with all other applicable provisions of law, o cause appropriate
provisions to be inserted in subcontracts to insure compliance therewith by all subcontractors
subject thereto, and to be responsible for the submission of any statements required of
subcontractors thereunder.

(1) A work progress schedule utilizing a method of standard acceptance in the
crgineering community shall be prepared prior to the institution of construction in connection
with each construction contract, or, if construction has already been initiated as of the date of this
Assistance Agreement, at the carliest practicable date, to indicate the proposed schedule as to
completion of the Project, and same shall be maintained monthly thereafier to indicate the actual
construction progress of the Project.

(J} Prior to the award of the construction contract and prior to the commencement of
construction, the Governmental Agency will arrange and conduet a conference as to the Project
caid conference to include representatives of the Authority, the Governmental Agency, the
Cabinet and any other participating federal or state agency, the Engineers, and all construction
contractors, such conference to be held in accordance with guidelines established by the
Authority and the Cabinet. A written brief of said conference summarizing the comstruction
schedule, fund requirements schedule, payment authorizations, responsible parties for approval
of all facets of the construction work and payment therefor, and other pertinent matters shall be
prepared and distributed to each agency involved, and all construction contraclors and Engineers.
Provided, however, that in the event consiruction shall have been initiated as of the date of this
Assistance Agreement, this provision may be waived,

(K}  All construction contracts will be so prepared that federal participation costs, if
any, and state participation costs may be readily segregated from local participation costs, if any,
and from each other, and in such manner that all materials and equipment furnished to the
Governmental Apency may be readily itemized.

(L}  Anv change or changes in a constraction contract will be promptly submitted to
the Cabinet and any state or federal agencies.

(M)  The Construction, including the letting of contracts in connection therewith, will
conform in all respects to applicable requirements of federal, state and local laws, ordinances,
rules and regulations.

(N} The Governmental Agency will proceed expeditiously with and complete the
Project in accordance with the approved surveys, plans specifications and designs or
amendments thereto, prepared by the Engineers for the Governmental Agency and approved by
state and federal agencies.

(0)  If requested, the Governmental Agency will erect at the Project sites. sigms
satisfactory to the Authority and the United States Environmental Protection Agency noting the
participation of the Authority and the 1.5, Government, respectively, in the financing of the
Project.

(P} Except as otherwise provided in this Assistance Agreement, the Govermnmental
Agency shall have the sole and exclusive charge of all details of the Construction.
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() The Governmental Agency shall keep complete and accurate records of the costs
of acquiring the Project sites and the costs of Construction. The Governmental Agency shall
permit the Authority and the Cabinet, acting by and through their duly authorized
representatives, and the duly authorized representatives of state and/or federal agencies to inspect
all books, documents, papers and records relating to the Project at any and all reasonable times
for the purpose of audit and examination, and the Governmental Agency shall submit to the
Authority and the Cabinet such documents and information as such public bodies may
reasonably require in connection with the administration of any federal or state assistance.

(R}  The Governmental Agency shall require that each construction coniractor or
contractors furnish a performance and a payment bond in an amount al least equal to one
hundred percent (100%) of the contract price or the portion of the Project covered by the
particular contract as security for the faithful performance of such contract.

(8) The Governmental Agency shall require that each of its contractors and all
subcontractors maintain during the life of the construction contract, worker's compensation
insurance, public liability insurance, property damage insurance and vehicle liahility insurance in
amounts and on terms satisfactory to the Authority, Until the Project facilities are completed and
accepted by the Governmental Agency, the contractor shall maintain builders risk insurance (fire
and extended coverage) on a one hundred percent (100%) basis (completed value form) on the
insurable portion of the Project, such insurance to be made payable to the order of the Authority,
the Governmental Agency, the prime contractor, and all subcontractors, as their interests may

appear.

(T}  The Governmental Agency shall provide and maintain competent and adequate
resident engineering services covering the supervision and inspection of the development and
construction of the Project, and bearing the responsibility of assuring that Construction conforms
to the approved plans, specifications and designs prepared by the Engineers. Such resident
engineer shall certify to the Cabinet, any involved state or federal agencies, and the
Governmental Agency at the completion of construction that construction is in accordance with
the approved plans, specifications and designs, or, approved amendments thereto,

(Uy  The Governmental Agency shall demonstrate to the satisfaction of the Authonty
the legal capability of the Govemnmental Agency to enact, adopt, levy, charge, collect, enforce
and remit to the Authority and the Cabinet the Service Charges of the Governmental Agency
described in the Schedule of Service Charges attached to and made a part of this Assistance
Agreement as Exhibit C and submit proof satisfactory to the Authority that the Service Charges
are in full force and effect.

(V)  The Governmental Agency shall require all laborers and mechanics employed by
contractors and subcontractors on the Project shall be paid wages at rates not less than prevailing
on projects of a character similar in the locality as determined by the Secretary of Labor in
accordance with subchapter TV of Chapter 31 of title 40, United States Code.

(W} The Governmental Agency shall comply with all federal requirements applicable
to the Loan (including those imposed by P.L. 113-76, Consolidated Appropriations Act, 2014
(the “2014 Appropriations Aet”) and related Program policy guidelines) which the Governmental
Agency understands includes, among other requirements, that all of the iron and steel products
used in the Project are to be produced in the United States (“American Iron and Steel
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Requirement™) unless (i) the Governmental Agency has requested and obtained a waiver from
the United States Environmental Protection Agency pertaining to the Project or (ii) the Authority
has otherwise advised the Participant in writing that the American Iron and Steel Requirement is
not applicable to the Project.

(X)  The Governmental Agency shall comply with all record keeping and reporting
requirements under the Federal Act. including any reports required by a Federal agency or the
Authority such as performance indicators of program deliverables, information on costs and
project progress. The Governmental Agency understands that (i) each contract and subcontract
related to the Project is subject to audit by appropriate federal and state entities and (i) failure to
comply with the Federal Act and this Agreement may be a default herevnder that results in a
repayment of the Loan in advance of the maturity of the Bonds and/or other remedial actions.

Section 4.2, Additiona]l Conditions to Dishursement Required Under the Federal
Agreement. The Governmental Agency, in order 1o comply with the terms and conditions of the
Federal Agreement, further covenants and further agrees to additional conditions to
dishursement, as follows:

{(A)  Notwithstanding any other agreemenis contained herein regarding the
maintenance of books and records, that it shall maintain Project accounts in accordance with
generally accepted govemmental accounting standards, as required by the Federal Agreement.
The Governmental Agency shall retain such records for no less than three (3) vears following the
final payment by the Governmental Agency under this Assistance Agreement or if any portion of
the Project is disposed of, until at least three (3) years after such disposition; provided that if any
Iitigation, claim, appeal or audit is commenced prior to the end of such period such records shall
be maintzined until the completion of such action or until three (3) vears afier such
commencement, whichever is later.

(B)  That it has not and will not apply any other federal funding to the Project in a
manner that would cause it to receive "double benefits" as described in Section 603 of the Water

Quality Act of 1987,

(C)  That all property required for the completion of the Project shall be obtained, by
casement. purchase or other means acceptable to the Authority, prior to commencement of
construction and that the relocation of any Person resulting therefrom be in accordance with 49
CFR24 for Uniform Relocation Assistance and Real Property Acquisition Act of 1970,

(D) That all Project contractors shall be required to retain Project records for the
peniods established for the retention of the Governmental Agency's records in Section 4.2(A).

(E}  That no more than fifty percent (50%) of the proceeds of the Loan shall be
disbursed until approval by the Cabinet of the final plan for operation for the Project,

{(F})  That no more than ninety percent (90%) of the proceeds of the Loan shall be
disbursed until approval by the Cabinet of the draft operations and maintenance manual,

(G)  That final disbursement will not be allowed until approval by the Cabinet of &
final operations and maintenance manual,
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(H)  That, as required by 40 CFR 35.2218. all engineering services regarding
construction and regarding the first year of operation of the Project shall be provided for,
including the following:

(1) The operation of the Project and the revision of the operations and
maintenance manual as necessary 10 accommodate actual operating experience;

(2)  The training of operating personnel, including preparation of curricula and
training material for operating personnel; and

(3)  Advice as 1o whether the Project is meeting the Project performance
standards (including three quarterly reports and one project performance report),

i1 That it shall advise the Cabinet and the Authority in writing of the date for
initiation of operation of the Project.

() That one year afier operation is initiated, it shall certify to the Cabinet and the
Authonity that the Project is capable of meeting the Project performance standards.

(k)  That it shall provide that qualified inspectors are present at the construction site.
A summary of such inspector's qualifications and experience shall be submitted to the Cabinet
and the Authority.

(L} That it shall notify the Authority and the Cabinet of the completion date of the
Project.

(M)  That it agrees to the terms and conditions of its application for assistance and the
Authority’s commitment to provide assistance, the terms of which are incorporated herein by
reference.

(N)  That all measures required to minimize water pollution to affected waters shall be
employed in the Project including compliance with Section 404 of PL 92-500, as amended, it
being understood that approval of the Project does not constitule sanction or approval of any
changes or deviations from established water quality standards, criteria implementation dates, or
dates established by enforcement proceedings.

Section 4.3. Disbursements of Loan: Requisition for Funds. The Governmental Agency
shall submil to the Authority (or the Trustee acting on behalf of the Authority, if so designated)
and the Cabinet a Requisition for Funds prior to the fifth day of each month (or such other
designated period as is acceptable to the Authority), in substantially the same form as that
attached to this Assistance Agreement as Exhibit B and made a part hereof, accompanied by, to
the extent requested by the Authority, the following documentation:

(A) A full and complete accounting of the costs of the planning and design of the
Project to be obligated by contract or otherwise during the month in question, or already
obligated and not included in any previous accounting;

{(B) A full and complete accounting of any costs of the planning and design of the
Project paid by the Governmental Agency from its own funds with the approval of the Authority
and not included in any previous accounting for which it seeks reimbursement;
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(C) A full and complete accounting of any costs of the planning and design of the
Project paid or requisitioned under any other financing, loan, bond, grant or similar agreement or
paid from its own funds for which it does not seck reimbursement and which have not been
identified in any previous requisition form.

(D) The Contractor's estimate of work performed during the preceding month
pursuant to construction contracts for the Project and payment thereunder due. together with the
Engineer’s and Governmental Agency's approval thereof for disbursement by the Authority.

Upon the Authority’s receipt of the Requisition for Funds, and such additional
documentation &s it may require, and subject to certification by the Cabinet, the Authority may
direct the Trustee to remit the amount requested to the Governmental Agency as a draw upan the
Loan,



ARTICLE Y

CERTAIN COVENANTS OF THE GOVERNMENTAL AGENCY;
PAYMENTS TO BE MADE BY GOVERNMENTAL AGENCY TO THE AUTHORITY

Section 5.1. Imposition of Service Charges. The Governmental Agency hereby
irrevocably covenants and agrees to comply with all of the terms, conditions and requirements of
this Assistance Apreement, pursuant to which the Loan is 1o be made by the Authority to the
Governmental Agency as specified herein and in the Act and the Indenture. The Governmental
Agency hereby further irrevocably covenants and agrees that it already has, or will, to the extent
necessary, immediately impose Service Charges upon all persons, firms and entities to whom or
which services are provided by the System, such Service Charges to be no less than as set forth
in Exhibit C annexed hereto. 1f so required, such Service Charges shall be in addition to all other
rates, rentals and service charges of a similar nature of the Governmental Agency now or
hercafter authorzed by law, and now or hereafier being levied and collected by the

Governmental Agency and shall be levied and collected solely for the purpose of repaying to the
Authority all sums received from the Authority as representing the Loan in respect of the Project.

Section 5.2, Governmental Agency's Obligation to Repay Loan, The obligation of the
Governmental Agency to repay to the Authority the amount of the Loan from the Service
Charges shall not be revocable, and in the event that services supplied by the Project shall cease,
or be suspended for any reason, the Governmental Agency shall continue to be obligated to repay
the Loan from the Services Charges. In the event the Governmental Agency defaults in the
payment of any Service Charges to the Authority, the amount of such default shall bear interest
at the per annum rate equal to the Default Rate set forth in the Project Specifies, from the date of
the default until the date of the payment thereof.

Section 5.3. Covenant to Adjust Service Charges. In the event, for any reason, the
Schedule of Service Charges shall prove to be insufficient to provide to the Authority the
minimum sums set forth in the Schedule of Payments, to make the required deposits 1o the
Maintenance and Replacement Reserve and to provide for the operation of the System, the
Governmental Agency hereby covenants and agrees that it will, upon notice by the Authority, to
the full extent authorized by law, both federal and state, immediately adjust and increase such
Schedule of Service Charges, or immediately commence proceedings for a rate adjustment and
increase with all applicable regulatory authorities, so as to provide funds sufficient to pay to the
Authority the minimum sums set forth in the Schedule of Payments, to provide for the operation
of the System as required under this Assistance Agreement and to make the required deposits to
the Maintenance and Replacement Reserve.

Section 5.4. Adequacy of Service Charges. The Service Charges herein covenanted to
be imposed by the Governmental Agency shall be fixed at such rate or rates (and it is represented
that the Schedule set forth in Exhibit C hereto so qualifies), as shall be at least adequate 1o make
the payments at the times and in the amounts set forth in the Schedule of Payments, to make the
required deposits to the Maintenance and Replacement Reserve and to provide for the operation
of the Svstem, subject to necessary governmental and regulatory approvals.

The Service Charges imposed by the Governmental Agency shall be paid by the users of
the System and accordingly the Project not less frequently than the Service Charge Payment
period set forth in the Project Specifics, and shall be remitted 1o the Authority by the
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Governmental Agency with a report showing collections and any delinquencies. A report of all
collections and delinguencies shall be made at least semi-annually on or before each Payment
Date identified in the Schedule of Payments.

Section 5.5, Covenant to Establish Maintenance and Replacement Reserve. The
Governmental Agency shall establish a special account identified as a "Maintenance and
Replacement Reserve”. The Governmental Agency shall deposit into the Maintenance and
Replacement Reserve an amount equal to the amount set forth in the Project Specifics at the
times set forth in the Project Specifics. Amounts in the Maintenance and Replacement Reserve
may be used for extraordinary maintenance expenses related to the Project or for the unbudgeted
costs of replacing worn or obsolete portions of the Project.

Section 5.6, Covenant to Charge Sufficient Rates: Reports: Inspections. The
Governmental Agency hereby irrevocably covenants and agrees with the Authonty:

(A)  That, as aforesaid, it will at all times impose, prescribed. charge and collect the
Service Charges set forth in Exhibit C as shall result in net revenues to the Governmental
Agency at least adequate to provide for the payments to the Authority required by this Assistance
Agreement, to provide for the operation of the System and to make the required deposits to the
Maintenance and Replacement Reserve.

(B}  That it will furnish to the Authority and the Cabingt not less than annually reports
of the aperations and income and revenues of the System, and will permit authorized agents of
the Authority to inspect all records, accounts and data of the System at all reasonable times,

(C)  That it will collect, account for and promptly remit to the Authority those specific
revenues, funds, income and proceeds derived from Service Charges incident to this Assistance

Agreement.

(D) That it will notify the Authority in writing of its intention to issue bonds or notes
payable from the revenues of the System not less than thirty (30) days prior 1o the sale of said
obligations. It further covenants that it will not issue any notes, bonds or other obligations
payable from the revenues of the System. if the pledge of the revenues of the System to the
repayment of such obligations is to rank on a parity with, or superior to, the pledge of the
revenues of the Svstem for the repayment of the Loan granted under this Assistance Agreement,
unless the Governmental Agency has secured the consent of the Authority not less than fifteen

(15) days prior to the issuance of such obligations.

Section 5.7. Sepregation of Funds, The Governmental Agency shall at all times account
for the income and revenues of the System and distinguish same from all other revenues, moneys

and funds of the Governmental Agency, if any.
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ARTICLE V1
OTHER COVENANTS OF THE GOVERNMENTAL AGENCY

Section 6.1. Further Assurance. At any time and all times the Governmental Agency
shall, so far as it may be authorized by law, pass, make, do, execute, acknowledge and deliver,
all and every such further resolutions. acts, deeds, conveyances, sssignments, transfers and
assurances §s may be necessary or desirable for the betler assuring, conveying, granting,
assigning and confirming all and singular the rights, assets and revenues herein pledged or
assigned, or intended so 1o be, or which the Governmental Agency may hereafter become bound
to pledge or assign,

Section 6.2, Completion of Project. The Governmental Agency hereby covenants and
agrees (o proceed expeditiously with and promptly complete the Project in accordance with the
plans, designs and specifications prepared by the Engineers for the Governmental Agency.

Section 6.3. Establishment of Completion Date. The completion date for the Project shall
be evidenced to the Authority by a certificate signed by the Engineer and an authorized
representative of the Governmental Agency stating that, except for amounts retained by the
Authority for costs of the Project not then due and payable, (i) the Construction has been
completed and all labor, services, materials, supplies, machinery and equipment used in such
Construction have been paid for, (i) all other facilities necessary in connection with the Project
have been acquired, constructed, equipped and installed and all costs and expenses incurred in
connection therewith have been paid, (iii) the Project and all other facilities in connection
therewith have been acquired, constructed, equipped and installed to his satisfaction.

Section 6.4. Commitment to Operate. The Governmental Agency hereby covenants and
agrees to commence operation of the Project immediately on completion of construction and not
to discontinue operations or dispose of such Project without the approval of the Authority.

Section 6.5. Continue to Operate, The Governmental Agency hereby covenants and
agrees to continuously operate and maintain the Project in accordance with applicable provisions
of federal and state law and to maintain adeguate records relating to said operation; said records
to be made available to the Authority upon its request at all reasonable times.

Section 6.6, Tax Covenant. In the event the Authority issues Bonds which are intended
to be excludable from gross income for federal income tax purposes to provide the funds for the
Loan, the Governmental Agency shall at all times do and perform all acts and things permitted
by law and necessary or desirable in order to assure such exclusion and shall take such actions as
may be directed by the Authority in order to accomplish the foregoing. The Governmental
Agency shall not permit (i) the proceeds of the Loan to be used directly or indirectly in any trade
or business, (i) its payments hereunder to be secured directly or indirectly by property to be used
in a trade or business, (iii) any management agreement for the operation of the System or (iv)
any federal guarantee of its obligations hereunder without the prior written consent of the
Authority. The Governmental Agency will not acquire or pledge any obligations which would
cause the Bonds to be "arbitrage bonds™ within the meaning of the Code.

Section 6.7, Accounts and Reports, The Governmental Agency shall at all times keep, or
cause to be kept, proper books of record and account in accordance with the "Uniform System of
Accounts” established by the Commonwealth, in which complete and accurate entries shall be
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made of all its transactions relating to the System and which shall at all reasonable times be
subject to the inspection of the Authority.

Section 6.8. Financial Statements. Within one hundred eighty (180) days after the end of
cach fiscal vear of the Governmental Agency. the Govemmental Agency shall provide fo the
Authority, itemized financial statements of income and expense and a balance sheel in
reasonable detail, certified as accurate by a firm of independent certified public accountants or
the Auditor of Public Accounts of the Commonwealth. All financial information must be
satisfactory to the Authority as to form and eontent and be prepared in accordance with generally
accepted accounting principles on a basis consistent with prior practice unless specifically noted
thereor. With such financial statements, the Governmental Agency shall furnish to the Authority
g certificate stating that, to the best knowledge of the authorized representative signing such
certificate, no default under this Assistance Agreement exists on the date of such certificate, or if
any such default shall then exist, describing such default with specificity. All recipients and
subrecipients expending $500,000 or more in a year in Federal awards must have a single or
program-specific audit conducted for that year in accordance with OMB Circular A-133.

Section 6.9, General Compliance With All Duties. The Governmental Agency shall
faithfully and punctually perform all duties with reference to the Project and the System required
by the Constitution and laws of the Commonwealth, and by the terms and provisions of this
Assistance Agreement and any other Debt Obligations.

Section 6.10. General, The Governmental Agency shall do and perform or cause to be
done and performed all acts and things required to be done or performed by or on behalf of the
Governmental Agency under the provisions of the Act, the Federal Act and this Assistance
Agreement in accordance with the terms of such provisions including the Additional Covenants
and Agreements, if any, set forth in Exhibit G hereto,

Section 6.11. Further Covenants under the Federal Agreement. The Governmental

Agency shall comply with all further requirements or conditions which may arise from time to
time in order to assure compliance with the Federal Act, and with the agreements of the
Authority set forth in the Federal Agreement, including but not limited to the following:

(A}  The Governmental Agency shall provide all information requested of it by the
Authority or the Cabinet so that (i) the Grants Information Control System, referred to in the
Federal Agresment, can be maintained, (i) the accounting and auditing procedures required by
the Federal Act can be maintained and (iii) the Authority can fumish the information required of
its under the Federal Agreement.

(B}  OQualified operating personnel, properly certified by the Cabinet, shall be retained
by the Govemmental Agency to operate the Project during the entire term of this Assistance
Agreement. An approved plan of operating and an operations and maintenance manual for the
Project shall be provided by the Governmental Agency to the Cabinet and the Authority. The
Project shall be operated and maintained in an efficient and effective manner,

(€3 All residents in the service area of the Project must be offered the same
opportunity to become users of the Project regardless of race, ereed, color, or level of income.
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(D) The Governmental Agency shall comply with provisions contained in the
following federal regulations, orders, acts and circulars and the following statutes and regulations
of the Commonwiealth.

(1) Federal Cross-Cutters
Environmental Authorities

{u) Archeological and Historic Preservation Acl of 1974, Pub. L. 86-523, as
amended

fb}  Clean Air Act, Pub. L. 84-159, as amended

() 40 CFR 35.3580 (and Appendix A to Subpart L) - NEPA - Like State
Environmental Review Process

(d) Environimental Justice, Executive Order | 2898

(e}  Floodplain Management, Executive Order 11988 as amended by
Executive Order 12148

if) Protection of Wetlands, Executive Order 1199()

(2) Farmland Protection Policy Act, Pub. L. 97-98

(1) Fish and Wildlife Coordination Act, Pub, L. 85-624, as amended

{i} National Historic Preservation Act of 1966, PL 89-665, as amended

(i) Safe Drinking Water Act, Pub. L. 93-523, as amended

(k) Wild and Scenic Rivers Act, Pub. L. 90-542, as amended

Economic and Miscellaneous Authorities

(a) Demonstration Cities and Metropolitan Development Act of 1966, Pub, L.
80-754, ps amended, Executive Order 12372

(b} Procurement Prohibitions under Section 306 of the Clean Air Act and
Scction 508 of the Clean Water Act, including Executive Order 11738,
Admimstration of the Clean Air Act and the Federal Water Pollution
Control Act with Respect to Federal Contracts, Grants, or Loans.

{¢)  Uniform Relocation and Real Property Acquisition Policies Act. Pub. L.

91-646, as amended
(d) Debarment and Suspension, Executive Order 12549

Social Policy Authorities

{a) Age Discrimination Act of 1975, Pub. L. 84135

b) Title V1 of the Civil Rights Act of 1964, Pub_ L. 88-352

{c) Section 13 of the Federal Water Pollution Control Act Amendments of
1972, Pub. L. 92-500 (the Clean Water Act)

{d) Section 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including
Executive Orders 11914 and 11250)

{e) Equal Employment Opportunity, Executive Order 11246

(f) Women's and Minority Business Enterprise, Executive Orders 11625,
12138, and 12432

{g) Section 129 of the Small Business Administration Reauthonzation and
Amendment Act of 1988, Pub. L. 100-590
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{2) Siate:

(a) KRS 151

{b) KRS 224

(€) KRS 224A.1115 Federally Assisted Drinking Water Revolving Fund
(d) KRS Chapter 337, Labor Laws

(e) 401 KAR Chapter 8

Section 6.12. Continuing Disclosure Obligation. The Governmental Agency covenants
and agrees that notwithstanding any other provision of this Assistance Agreement to the
contrary, upon writicn notice from the Authority that the Schedule of Payments provides ten
percent { 10%) or more of the debt service requirements on an issue of the Authority’s Bonds and
that compliance by the Governmental Agency with the requirements of Securities and Exchange
Commission Rule 15¢2-12, as amended (the "SEC Rule") is required in connection with the
Authority's Bonds, the Governmental Agency shall provide to the Authority such information as
may be required by the Rule, within the time periods set out in such notice by the Authority, to
cnable the Authority to establish to the satisfaction of prospective purchasers of the Authority’s
Bonds that the requirements of the SEC Rule will be satisfied in connection with the issuance of
the Authority's Bonds. The Governmental Agency further understands and agrees that the
Authority shall act as the Governmental Agency's disclosure agent for purposes of compliance
with the SEC Rule and that upon a failure by the Governmental Agency to provide the
information required to be provided under the SEC Rule within the time frame specified in such
notice, the Authority and/or the beneficial owners and holders of the Authority's Bonds shall be
specifically granted the right of enforcing the provisions of this Section 6.12 by an action in
mandamus, for specific performance, or similar remedy to compel performance.
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ARTICLE VI
MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION

Section 7,]. Maintain Systern. The Governmental Agency agrees that during the entire
term of this Assistance Agreement, it will keep the Project, including ull appurtenances thereto,
and the equipment and machinery therein, in good and sound repair and good operating
condition at its own cost so that the completed Project will continue 10 provide the services for
which the System is designed.

Section 7.3, Additions and Improvements. The Governmental Agency shall have the
privilege of making additions, modifications and improvements to the sites of the Project, and to

the Project itself from time to time provided that said additions, modifications and improvements
do not impair the operation or objectives of the Project. The Cost of such additions
modifications and improvements shall be paid by the Governmental Agency, and the same shall
be the property of the Governmental Agency and shall be included under the terms of this
Assistance Agreement as part of the site of the Project, or the Project, us the case may be.
Nothing herein contained shall be construed as precluding the Authority and the Governmental
Agency from entering into one or more supplementary Assistance Agreements providing for an
additional Loan or Loans in respect of additional Projects undertaken by the Governmental
Agency.

Section 7.3. System Not to Be Disposed Of.  The Governmental Agency covenants and
agrees that, until satisfaction in full of its obligations hereunder, it will not, withou the prior
wrnitten consent of the Authority, which consent shall not be unreasonably withheld. seil,
mortgage, or in any manner dispose of, or surrender control or otherwise dispose of any of the
fucilities of the System or any part thereol (except that the Governmental Agency may retire
obsolete and wom out facilities, and sell same, if appropriate).

Section 7.4, Compliance with State and Federal Standards.  The Governmental Agency

agrees that it will at all times provide operation and maintenance of the Project to comply with
the water quality standards, if any, established by any state or federal agency. The Governmental
Agency agrees that qualified operating personnel properly certified by the Commonwealth will
be retained to operate the Project during the entire term of this Assistance Agrecment.

Section 7.5, Access o Records. The Governmental Agency agrees that it will permit the
Authority and any state or federal agency and their respective agents to have access to the

records of the Governmental Agency pertaining to the operation and maintenance of the Project
# any reasonable time following completion of construction of the Project, and commencement

of operations thereof.

Section 7.6. Covenant 1o lnsure - Cpsyalty. The Governmental Agency agrees to insure
the Project facilities in such amount as like properties are similarly insured by political
subdivisions similarly situated, against loss or damage of the kinds usually insured against by
political subdivisions similarly situated, by means of policies issued by reputable insurance
companies duly qualified to do such business in the Commonwealth.
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Section 7.7. Authority as Named Insured. Any insurance policy issued pursuant to
Section 7.5 hereof. shall be so written or endorsed as to make losses, il any, payable to the
Governmental Agency, and to the Authority, as their interests may appear,

Section 7.8. Covenant to [nsure - Liahility, The Governmental Agency agrees that it will
carry public liability insurance with reference to the Project with one or more reputable insurance
companies duly qualified to do business in the Commenwealth, insuring against such risks
{including but niot limited to personal inquiry, death and property damage) and in such amounts
as are set forth in the Project Specifics, and naming the Authority as an additional insured.

Section 7.9. Covenant Regarding Worker's Compensation. Throughout the entire term
of this Assistance Agreement, the Governmental Agency shall maintain worker's compensation
coverage, or cause the same to be maintained.

Section 7.10. Application of Casualty Insurance Proceeds. 1, prior to the completion of
the term of this Assistance Agreement, the Project shall be damaged or partially or totally
destroyed by fire, windstorm or other casualty, there shall be no abatement or reduction in the
amount payable by the Governmental Agency pursuant to the terms of this Assistance
Agreement and the Governmental Agency will (1) promptly repair, rebuild or restore the Project
damaged or destroyed; and (2) apply for such purpose so much as may be necessary of any net
proceeds of insurance resulting from claims for such losses, as well as any additional moneys of
the Governmental Agency necessary therefor.  All net proceeds of insurance resulting from
claims for such losses shall be paid to the Governmental Agency, and shall be promptly applied

as herein provided.

Section 7.11, Eminent Domain. In the event that title to, or the temporary use of, the
Project, or any part thereof, shall be taken under the exercise of the power of eminent domain by
any governmental body or by any Person acting under povernmental authority, there shall be no
shatement or reduction in the minimum amounts payable by the Governmental Agency to the
Authority pursuant to the terms of this Assistance Agreement, and any and all net proceeds
received from any award made in such eminent domain proceedings shall be paid to and held by
the Governmental Agency in a separate condemnation award account and shall be applied by the
Governmental Agency in either or both of the following ways, as shall be determined by the
CGovernmental Agency in its sole discretion:

{A)  The restoration of the improvements located on the Project sites to
substantially the same condition as prior 10 the exercise of said power of eminent domain;

ar

(B}  The acquisition of additional property, if necessary, and the acquisition of
additional facilities by construction or otherwise, equivalent to the Project facilities,
which property and facilities shall be deemed to be a part of the Project sites and a part of
the Project facilities and to be substituted for Project facilitics so taken by eminent
domain, without the payment of any amount other than herein provided, 1o the same
extent as if such property and facilities were specifically deseribed herein.

Any balance of the net proceeds of the award in such eminent domain proceedings after
the carrying out of the mandatory proceedings stipulated in (A) and (B) of this Section 7.11, shall
be paid to the Governmental Agency upon delivery to the Authority of a certificate signed by an
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authonzed officer of the Governmental Agency to the effect that the Governmental Agency has
complied with either subparagraph (A) or (B}, or both, of this Section, and written approval of
such certificate by an authorized officer of the Authority. In no event will the Governmental
Agency voluntarily settle or consent to the settlement of any prospective or pending
condemnation proceedings with respect to the Project or any part thereof without the written
consent of the Authority,

section 7.13. Flood lnsurance. All structures located in flood prone areas shall be
covered by flood insurance carried by the Governmental Agency for an amount equal 1o the total
Project cost excluding the cost of land and any uninsurable improvements, or for the maximum
limit available under the National Flood Insurance Act of 1968, as amended, whichever is less,
for the entire useful life of the Project.
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ARTICLE VIII
EVENTS OF DEFAULT AND REMEDIES

Section 8.1. Events of Default Defined. The following will be "Events of Default" under
this Assistance Agreement and the term "Event of Default” or "Default” will mean, whenever it
is used in this Assistance Agreement, any one or more of the following events:

(A)  Failure by the Governmental Agency to pay any payments specified herein
at the times specified herein,

(B) Failure by the Govermmental Agency to observe or perform any covenant,
condition or agreement on its part 1o be observed or performed. other than as referred to
in subsection (A) of this Section, for a pernod of thirty (30) days after wntten notice
specifying such failure and requesting that it be remedied will have been given to the
Governmental Agency by the Authority unless the Authority agrees in writing to an
extension of such time prior to its expiration; provided, however, if the failure stated in
the notice cannot be corrected within the applicable period, the Authonty will not
unreasonably withhold its consent to an extension of such time if comective action is
instituted by the Governmental Agency within the applicable period and diligently
pursued until such failure 15 corrected.

(C)  The dissolution or liquidation of the Governmental Agency, or the
voluntary initiation by the Govemmental Agency of any proceeding under any federal or
state law relating to bankruptey, insolvency, arrangement, reorganization, readjustment of
debt or any other form of debtor relief] or the initiation against the Governmental Agency
of any such proceeding which will remain undismissed for sixty (60) days, or the entry by
the Governmental Agency into an agreement of composition with creditors or the failure
generally by the Governmental Agency to pay its debts as they become due.

(D) A default by the Governmental Agency under the provisions of any
agreements relating to its Debt Obligations,

Section 8.2, Remedies on Default. Whenever any Event of Default referred to in Section
8.1 has occurred and is continuing (other than an event of default arising under Section 6,13 of
this Assistance Agreement), the Authority may, without any further demand or notice, take one
ot any combination of the following remedial steps:

(A)  Declare all payments due hereunder, as set forth in the Schedule of
Payments, to be immediately due and payable.

(B)  Exercise all the rights and remedies of the Authority set forth in the Act.

(C) Take whatever action at law or in equity may appear necessary or
desirable to enforce its rights under this Assistance Agreement.

(D)  Submit a formal referral to the appropriate federal agency, as required by
the Federal Agreement.



The sole remedies for an Event of Default under this Assistance Agreement arising by
virtue of the failure of the Governmental Agency to comply with the provisions of Section 6.10
hereof shall be those remedies specifically set forth in Section 6.10 hereof

Section 8.3. Appointment of Receiver. Upon the occurrence of an Event of Default, and
upon the filing of a suit or other commencement of judicial proceedings to enforce the rights of
the Authority under this Assistance Agreement, the Authority shall be entitled, as a matier of
right, to the appointment of a receiver or receivers of the System and all receipts therefrom,
pending such proceedings. with such power as the court making such appointment shall confer,
provided, however, that the Authority may, with or without action under this Section, pursue any
available remedy to enforce the payment obligations hereunder, or to remedy any Event of
Default.

Section 8.4. No Remedy Exclusive. No remedy herein conferred upon or reserved to the
Authority is intended to be exclusive, and every such remedy will be cumulative and will be
addition to every other remedy given hereunder and every remedy now or hereafier existing at
law or in equity. No delay or omission 10 exercise any right or power accruing upon any default
will impair any such right or power and any such right and power may be exercised from time to
time and as often as may be deemed expedient.

Section 8.5, Consent to Powers of Authority Under Aet. The Governmental Agency
herehy acknowledges to the Authority its understanding of the provisions of the Act, vesting in
the Authority certain powers, rights and privileges in respect of the Project upon the occurrence
of an Event of Default, and the Governmental Agency hereby covenants and agrees that if the
Authority should in the future have recourse to said rights and powers, the Govemmental
Agency shall take no action of any nature whatsoever caleulated to inhibit, nullify, void, delay or
render nugatory such actions of the Authority in the due and prompt implementation of this
Assistance Agreement.

Section 8.6. Waivers. In the event that any agreement contained herein should be
breached by either party and thereafter waived by the other party. such waiver will be limited to
the particular breach so waived and will not be deemed to waive any other breach hereunder.

Section 8.7. Agreement to Pay Attornevs' Fees and Expenses. In the event that cither
party hereto will default under any of the provisions hereof and the non-defaulting party employs

attornevs or incurs other expenses for the enforcement of performance or observance of any
obligation or agreement on the part of the defaulting party herein contained, the defaulting party
agrees that it will pay on demand therefor to the non-defaulting party the fees of such attomeys
and such other expenses so incurred by the non-defaulting party.




ARTICLE IX
MISCELLANEQUS PROVISIONS

Section 9.1. Approval not to be Upreasonably Withheld. Any approval of the Authority
required by this Assistance Agreement shall not be unreasonably withheld and shall be deemed
to have been given on the thirtieth (30th) day following the submission of any matter requiring
approval to the Authority, unless disapproved in writing prior to such thirticth (30ih) day. Any
provision of this Assistance Agreement requiring the approval of the Authority or the satisfaction
or the evidence of satisfaction of the Authority shall be interpreted as requiring action by an
authorized officer of the Authority granting, authorizing or expressing such approval or
satisfaction, as the case may be. unless such provision expressly provides otherwise,

Section 9.2. Approval, This Agreement is made subject to, and conditioned upon, the
approval of this Assistance Agreement by the Secretary of the Finance and Administration
Cabinet.

Section 9.3, Effective Date. This Assistance Agreement shall become effective as of the
date first set forth hereinabove and shall continue in full force and effect until the date the
obligations of the Governmental Agency pursuant to the provisions of this Assistance Agreement
have been fully satisfied.

Section 9.4, Binding Effect. This Assistance Agreement shall be binding upon, and shall
inure to the benefit of the parties hereto, and to any person, officer, board, department, agency,
municipal corporation, or body politic and corporate succeeding by operation of law to the
powers and duties of either of the parties hereto. This Assistance Agreement shall not be
revocable by either of the parties, without the written consent of the other party.

Section 9.5. Severability. In the event that any provision of this Assistance Agreement
will be held invalid or unenforceable by any court of competent jurisdiction, such holding will
not invalidate or render unenforceable any other provision hereot.

Section 9.6. Assignability. The rights of the Authority under this Assistance Agreement
shall be assignable by the Authority without the consent of the Governmental Agency, but none
of the rights, duties or obligations of the Governmental Agency under this Assistance
Agreement shall be assignable by the Governmental Agency without the prior written consent of
the Authority,

Section 9.7. Execution in Counterparts,  Thiz Assistance Agreement may be
simultaneously executed in several counterparts, each of which will be an original and all of
which will constitute but one and the same instrument.

Section 9.8. Applicable Law. This Assistance Agreement will be govemned by and
construed in accordance with the laws of the Commonwealth,

Sectjon 9.9. Captions. The captions or headings herein are for convenience only and in
no way define, limit or deseribe the scope or intent of any provisions or sections of this
Assistance Agreement.
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IN WITNESS WHEREOF, the paries hercto have caused this Assistance
Agreement to be executed by their respective duly authorized officers as of the day and year
above written.

ATTEST: KENTUCKY INFRASTRUCTURE
AUTHORITY
y= 4 [
T;J'rfe
ATTEST: GOVERNMENTAL AGENCY:

GARRISON-QUINCY-KY-O-HEIGHTS
WATER DISTRICT

: Ey:%.! L ;é : -
Title: Secrefary itle: Chairman

APPROVED: Ex-'*tMI'[*JED: |
2 i ;jf :
..-"._fc}_'f:;.lh-. -_.,,_:J._._,» \Z

fIiLL KJLL.::ﬁ&cru _;‘]tfdf,.uq tr..-,u; o G e fﬁ’.ﬂcf

EECRETA. RY/FINANCE AND 1%; I.EGAL COUNSEL TO THE
ADMINISTRATION CABINET OF PHE KENTUCKY INFRASTRUCTURE
COMMONWEALTH OF KENTUCKY  AUTHORITY

AF ED AS TO FORM AND LEGALITY

APPROVED
FINANCE AND ADMINISTRATION CABINET
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BOND RESOLUTION

GARRISON=QUINCY-KY-D=HEIGHTS WATER DISTRICT

L —

——

—

WATERWORKS REVENUE BONDS OF 1987

IN THE AMODUNT OF

§300,000

CONSISTING OF

$250,000 OF SERIES A BONDS

530,000 OF SERIES B BONDS
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O TER OISTRICT

P.5.C. Ky. No.__ 9433 =

ORIGINAL Sheet No.

2 1 SON=-QUINCY-KY=-0-HEIGHTS
e e g Cancelling P.S.C. Kvr. No. 3

Bheet No.

RULES AND REGULATIONS

A. All taps and comnnactions to the mains of the District shall be
made by and/or under the direction and supervision of Districe
personnel.

8. Water service may be discontimued by the District for, upon 10
days' written ootice (except that in the event of a violacion
under Item 7 below, wvater service may be Cerminated
immediacely), any violation of any rule, regulation, or
condition, and especlally for any of the following reasona:

l. Misrepresentation in the application or contract as to the

property or fixtures to be supplied or additional use to be
made of wacer.

2. Fallure to report to the District additions te the property
or fixtures to be supplied or addicional use to be made of
vater.

3. Resale of watar.

&. Waste or misuse of water due to lmproper or lmperfaect
service plpes and/or failure to keep such pipes in a
sui table stacte of repair.

5. Tampering vith mmter, o=ter seal, service, or valves, or
permitting such tampering by others.

6. Connection, cross-connection, or permitting the same, of

any separate vater supply to premises which receive water
- from the Discrice.

DATE OF ISSUE APRIL 22, 1987 DATE EFFECTIVE APRIL 22, 1987
Month Day Year Month Day Year
-
ISSUED BY CHATEMAN

"Name of Oificer Title Address



PORWATER DISTRICT

F.4.C. Ky. Ro. 9658 =
ORICINAL  Sheet No. &
W}ﬁbﬁ?-ﬂ-ﬂﬂﬂﬂﬁ Cancelling P.S5.C. Kv. No.
Sheet No.

RULES AND REGULATIONS

7. When a dangerous condition is found to exiat onm the
customer's or applicant's premises, with reference to the
contimuation of wvater service, water service shall be cut
off without notice or shall be refused, provided the
Distriect shall notify the customer or applicant immediately
of the reasons for the discontinuance or refusal and the
correction action to be taken by the applicant or customer
bafore service can be restored.

C. Any customer desiring to dlscontimue the water service to his
premises for any reason must give notice of discontinuance in
parson or in wvriting at the business ocffice of the District at
least three (3) days prior to the date om vhich the customer
desires to discontimue service, and the customer shall not be
l1able for water consumed bayond the date of discoatimiance
stated Lin such notice; Lf such notice in person or in writlag
is not given, a customer shall remain liable for all water usad
and service rendered to such premises by the District uncil
such ootice i3 received by the District.

D. Bills and notices relating to the conduct of the buslness of
the District will be mailed to the customer at the address
listed on the user's agreement unless a change of address has
been filed in writing with cthe Districet; and the District shall
pot othervise be responsible for delivery of any blill or notice
nor will the customer be excused from the payment of any bill
or any performance required Ln sald notice.

E. 1. Bills for water sarvice are due and payable ar the office
of the Discrict, or to any designated agent, on the dace of
fasue. The past due date shall be the tenth day after the
date of {ssus. B81{lls will be dated and mailed on the First
day of esach month.

DATE OF ISSUE APRIL 22, 1987 o DATE EFFECTIVE AFRIL 22, 1857

Month Day Year Month Day Year
F
ISSUED BY CHATHRMAN

Name of Officer Title Address



GARRISON~- QUINCEEY-O-HEIGHTS

 WATER DISTRICT

GARRISON-QUINCE-KY-0-HELGHTS
FORW "ER DISTRICT

P.5.C. Ky. NoJ&3d

original Sheet No, 3

Cancelling P.5.C. Ky. No.

Sheet No.

RULES AND REGULATIONS

2.

All bills not pald on or before the past due date shall be
deesed delinquent. When a bill has been delinquent for a
period of cwenty days, the Disctrict shall serve a customer
a written final notlce of saild delinquency, and of the
intent of the District to discontime service ten days
after the date of such notice unless such bill is pald
peior to the axpiratioon of such ten days. If a dalinguent
bill 15 not paid within ten days after date of such final
notice (thirty days from the past due dacte), ths wvacer
supply to the customer may be discontinued without further
notice; provided, however, Lf, prior to discontimuance of
sarvice, there {a delivered to the Districe, or to Lts
amplovee empowared to discontious service, a writcen
certificace signed by a physiclan, a reglstered nurse, or a -
public health of ficer that, ia the opinion of the
certifier, discontinuance of service will aggravate an
existing i{llness or {ofirmity on the affected premises,
service shall not be disconcinued until che affected
resident can make other living arrangements or until ten
(10) days elapse from the ctime of the Discrictc's recelpt of
said certification, vhichever occurs Firsc.

F. Where the water supply to the customer has bheen discontinued
for non-payment of delinquent bills, a charge of 53580 will be
mada for recommection of water service, but the reconneccion
will not be made until all delinquent bills and other charges,
if amy, oved by the customer to the Dlstrict have been paid.

G« The District reserves the right to request that a nominal

amount be placed on deposit with the Dlstrict far the purpose

of establishing or maintaining any customer's credic, such
amount not to exceed two-twelfths (2/12) of the estimaced
anmial bill of such customer- Upon the paymeatr of such
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H.

I.

deposit, the District shall fssue to such customer a
certificate of deposit, showing the name of the customer, the
location of the initial premises occupied by the customer, and
the date and amount of the deposit. The District will pay teo
such customer interest on such deposit at the rate of six
percent (62) per annum, until such deposit is reisbursed to the
CUuAtomer.

All meters shall be installed, renewed, and maintained at the
expense of the District, and the District reservas the right to
determine the size and type of meter used.

It shall be the policy of the District to test each water meter
at least once every five years. In addition, upon written
request of any custoser, the meter serving such customer shall
be tested by the District. Such test will be made without
charge to the customer {f the meter has not been tested within
12 months preceding the reguested test; otherwise, a charge of
§15.00 will be made and then only If the test indicates meter
accuracy withia the limics of 21X.

1f a merer is inaccurate in excess of 2X, whether upon periodic
testing or upon requested testing, additional tests shall be
made at once to determipe the average error of the meter, and
the ad justments shall be made {n the customer's water bills as
follows:

1. 1If the result of such tests showvs an average error greater
than 2% fast, the customer's bill for the period during
which the meter error is known to have existed, shall be
recomputed and the account adjusted on the basis of the
test. If the period during vhich the meter error existed
cannot be determined, then the custoser's bill shall be
recomputed for one=half (1/1) of the elapsed time aince the
last previous test, but im no event to exceed 12 months;
provided, however, that If time for the periodic test has
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ovarrun to the sxtant that 1/2 of the time elapsed since
the last previous test exceeds 12 months, the refund shall
ba for the 121 months specified above, plum those months
exceeding the periodic test period; provided, further, that
such refund may bea limicted to the 12 month period i1if
failure to make the periodic test was due to causes hevond
the control of the District.

2. 1f the result of such tests mhows an average arror greater
than 2% alow, the customer's bill for the period during
which the meter arror is known to have existed, shall be
recomputed and the account ad justed on the baais of the
test. If the pericd during vhich the meter error existed
cannot be determined, then the customer's bill shall be
recomputed for one=half (1/2) of the elapsed time since the
last previous test, but {a no event to exceed 12 months.

3. If the result of such tests necessitates making a rafund or
back billing a customer, the customer shall be notified in
vriting of the percentage of error, fast or slow, the
date(s) of testing, and the amount of charge or credit to
be shown on the next bill of the customer.

J. Where a meter has ceased to reglster, or meter reading could
not be obtalned, the quanticy of water consumed will be basad
upon an average of the prior six months consumption and the
conditions of water service prevailing duriag the periocd in
which the meter failed to register.

K. The District shall make all reasonable efforts to eliminare
interruption of service and whena such laterruptions oceur will
endeavor to reestablish service with the shortest possible
delay. Whan the service {s fnterrupted all consumers affected
by such interruption will be notified Lin advance whenever Lt is
possible to do so.
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L. The Distriect shall in no event be held responsible for any
claim made agalnst Lt by reason of the breaking of any =malns or
service pipes or by reason of any other {ntermuption of the
supply of water caused by the fallure of sachinery or scoppage
for necessary repairs. No person shall be entitled to damages
nor for amy portion of a payment refunded for any laterrTuption
of service which in the opiniom of the District may be deemed
necessary.

M. Customers having bollers and/or pressure wessals recelving a
supply of water from the District must have a check valve on
the water supply line and a vacuum valve on the stream line Eo
preveat collapse in case the water supply from the Discricec ls
disconcimed or ioterrupted for any reason, with or without
notices

M. The premises receiving a supply of wacer and all sarvice lines,
maters and fixtures, including any fixtures within said
premises, shall at all reasonable hours be subject to
inspection by the District.

0. Piping on the premises of a mll:nr-rll'mll: be s0 installed that
connections are conveniently located with respect to the
District lines and mains. The customar shall provide a place
for metering which 18 unobstructed and accessible at all cimes.

P. l. Ao extension of fifty (50) feet or less to the District‘s
distribution main shall be asde without charge (other than
the prescribed standard connection chargs) for a
prospective customer who shall apply for and contract to
use service for one (1) year or more and who provides a
guarantee for such service.
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2. For each extension to the District's discribution main in
excess of fifty (50) feet, the District shall require the
customet to vhose premises such exteénsion is made co
deposit wicth the District the total cost of the axcessive
footage over fifty (50) feet, based on the average esti-
mated cost per foot of the total extension. Such deposit
may be refundable to the customer in certain instances, in
accordance with Title B07 EAR 5:066, Section 12(2)(h). -

Q. 1If any losas or damage to the proparty of the Diascrict or any
acclident or other injury to persons or property ls caused by or
results from the negligence or wrongful action of the customer,
sember of his household, his agent, or employee, as determined
by & court of law having Jurisdiction over the parties, the
cost of the necessary repairs or replacements shall be paid by
the customer to the District, and any lliability otherwise
reagulting shall ba that of the customer.

. Water furnished by the DMstrict may be used for domestic com=
sumption by the customer, member of his household, and
amployees only. The customer shall not sell che water to any
other person.

S. All customsrs shall grant or convey, or shall cause to be
granted or conveyed, to the District a perpetual sasement and
right of wvay across any property owned or controlled by the
customer vherever sald easement or right of way is necessary
for the District water facilities and lines so 