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Attachment 1 

Customer Notice 



SOUTHERN WATER AND SEWER DISTRICT 
CUSTOMER NOTICE 

 
Notice is hereby given that the Southern Water and Sewer District expects to file an application with 
the Kentucky Public Service Commission on or about August 6, 2024, 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.  
 

 
 

If the Public Service Commission approves the proposed water rates, then the monthly water bill for a 
customer using an average of 4,000 gallons per month will increase from $59.80 to $75.51 including 
the meter replacement surcharge. This is an increase of $15.71 or 26.27%. 
 
The rates contained in this notice are the rates proposed by Southern Water and Sewer 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.   
 
Southern Water and Sewer 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 245 KY-680, McDowell, KY 41647. You may contact the office at 606-377-9296.  
 
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 
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. 

DIFFERENCE PERCENT

Customer Charge 11.39 Minimum Bill Customer Charge 14.67$     Minimum Bill 3.28$           28.80%

All Meters All Meters
First 2,000     gallons 12.20$     Minimum Bill First 2,000      gallons 15.71$     Minimum Bill 3.51$           28.80%
Over 2,000     gallons 9.38$       per 1,000 gallons Over 2,000      gallons 12.08$     per 1,000 gallons 2.70$           28.80%

Meter Replacement Surcharge 5.25 Per Month Meter Replacement Surcharge 5.25 Per Month -$             0.00%

CURRENT RATE SCHEDULE PROPOSED RATE SCHEDULE

CURRENT AND PROPOSED MONTHLY RATES
Southern Water and Sewer District

http://psc.ky.gov/


 

 

 

 

 

 

 

 

Attachment 2 

Reasons for Application 



ARF FORM 1 - ATTACHMENT SR - SEPTEMBER 2011 

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

Southern Water and Sewer District is requesting a 28.80% increase to it's retail rates. The increase will generate an 
approximate total additional revenue of $880,478. The District requires this increase for the following reasons: 

1. To restore the District to a sound financial condition; and

2. To enable the District to enhance its financial capacity so it can continue to operate its system in compliance with the
federal Safe Drinking Water Act, as amended in 1996, and KRS Chapter 151.
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Attachment 3 

Current and Proposed Rates 



DIFFERENCE PERCENT

Customer Charge 11.39 Minimum Bill Customer Charge 14.67$    Minimum Bill 3.28$         28.80%

All Meters All Meters
First 2,000     gallons 12.20$    Minimum Bill First 2,000     gallons 15.71$    Minimum Bill 3.51$         28.80%
Over 2,000     gallons 9.38$      per 1,000 gallons Over 2,000     gallons 12.08$    per 1,000 gallons 2.70$         28.80%

Meter Replacement Surcharge 5.25 Per Month Meter Replacement Surcharge 5.25 Per Month -$           0.00%

CURRENT RATE SCHEDULE PROPOSED RATE SCHEDULE

CURRENT AND PROPOSED MONTHLY RATES
Southern Water and Sewer District



 

 

 

 

 

 

 

 

Attachment 4 

Statement of Adjusted Operations 

and Calculation of Revenue Requirement 



Southern Water and Sewer District

Test Year Adjustments Ref. Proforma
Operating Revenues

Total Metered Retail Sales 3,467,238         (410,272)            (A) 3,056,966          
Sales for Resale 104,680            104,680             

Other Water Revenues:
Surcharge Revenue 363,548            363,548             
Forfeited Discounts 93,627               93,627               
Misc. Service Revenues 3,214                 3,214                 
Other Water Revenues 101,737            101,737             

Total Operating Revenues 4,134,044         3,723,772          

Operating Expenses
Operation and Maintenance

Salaries and Wages - Employees 730,160            730,160             
Salaries and Wages - Officers 18,000               18,000               
Employee Pensions and Benefits 219,216            219,216             
Purchased Water 348,147            (147,721)            (B)

200,426             
Purchased Power 469,660            (199,280)            (B) 270,380             
Fuel for Power Production 290,696            290,696             
Materials and Supplies 258,305            258,305             
Contractual Services 380,474            380,474             
Rental of Building/Real Property 2,000                 2,000                 
Transportation Expenses 90,857               90,857               
Insurance - Gen. Liab. & Workers Comp. 102,956            102,956             
Insurance - Other 891                    891                     
Advertising Expense -                      
Bad Debt 217,260            217,260             
Miscellaneous Expenses 45,719               45,719               

Total Operation and Mnt. Expenses 3,174,341         2,827,340          

Depreciation Expense 885,711            (22,496)              (C) 863,215             
Amortization Expense 2,460                 2,460                 
Taxes Other Than Income 58,600               58,600               

Total Operating Expenses 4,121,112         3,751,615          

Total Utility Operating Income 12,932               (27,842)              

Pro Forma Operating Expenses 3,751,615          
Plus: Average Annual Principal and Interest Payments 321,757             

Additional Working Capital 64,351               
Total Revenue Requirement 4,137,722          
Less: Other Operating Revenue 198,578             

Interest Income 1,700                 
Revenue Required From Sales of Water 3,937,444          
Less: Revenue from Sales with Present Rates 3,056,966          

Required Revenue Increase 880,478             

Percent Increase 28.80%

REVENUE REQUIREMENTS

SCHEDULE OF ADJUSTED OPERATIONS



 

 

 

 

 

 

 

 

Attachment 5 

Billing Analysis with Existing Rates 



CURRENT BILLING ANALYSIS - CURRENT USAGE & EXISTING RATES

  SUMMARY  

No. of Bills Gallons Sold Revenue
     5/8" X 3/4" Meters 65,310                 353,094,141    4,347,903$       
Totals 65,310                 353,094,141    4,347,903$       
Less Billing Adjustments (1,290,937)$      
Net Total 3,056,966$       
Less PSC Annual Report (3,467,238)$      
SAO Adjustment (410,272)$         11.8%

5/8" x 3/4" METERS
FIRST NEXT

USAGE BILLS GALLONS 2,000 2,000 TOTAL
FIRST 2,000 25,464 23,853,869            23,853,869         -                     23,853,869       

ALL OVER 2,000 39,846 329,240,272         79,692,000         249,548,272    329,240,272     
TOTAL 65,310     353,094,141         103,545,869       249,548,272    353,094,141     

     REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE

FIRST 2,000 65,310     103,545,869         12.20$                 2,007,141$       
NEXT 2,000 249,548,272         9.38$                   2,340,763         

TOTAL 65,310     353,094,141         4,347,903$       

Southern Water and Sewer District



 

 

 

 

 

 

 

 

Attachment 6 

Billing Analysis with Proposed Rates 



PROPOSED BILLING ANALYSIS - CURRENT USAGE & PROPOSED RATES

  SUMMARY  

No. of Bills Gallons Sold Revenue
     5/8" X 3/4" Meters 65,310                353,094,141      5,560,249$       
Totals 65,310                353,094,141      5,560,249$       
Less Billing Adjustments (1,290,937)$      
Net Total 4,269,312$       
Less PSC Annual Report (3,937,444)$      
SAO Adjustment 331,868$           -8.4%

5/8" x 3/4" METERS
FIRST NEXT

USAGE BILLS GALLONS 2,000 2,000 TOTAL
FIRST 2,000 25,464 23,853,869            23,853,869        -                       23,853,869       

ALL OVER 2,000 39,846 329,240,272          79,692,000        249,548,272      329,240,272     
TOTAL 65,310     353,094,141          103,545,869      249,548,272      353,094,141     

     REVENUE BY RATE INCREMENT
BILLS GALLONS RATE REVENUE

FIRST 2,000 65,310     103,545,869          15.71$                2,545,292$         
NEXT 2,000 249,548,272          12.08$                3,014,958           

TOTAL 65,310     353,094,141          5,560,249$         

Southern Water and Sewer District



 

 

 

 

 

 

 

 

Attachment 7 

Depreciation Schedule 































 

 

 

 

 

 

 

 

Attachment 8 

Outstanding Debt Instruments 
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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 the Kentucky (the 11Authority11

) and the 
Governmental Agency identified on the cover of this Assistance 
Agreement (the "Governmental Agency11 ): 

W I T N E S S E T H 

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 
11Act11 ), creating the "Kentucky Infrastructure Authority" to 
serve the public purposes identified in the Act; and 

WHEREAS, the Authority has established its Program as 
hereinafter defined, for the purpose of providing financial 
assistance to Governmental Agencies, as defined in the Act,· in 
connection with the acquisition and construction of Projects, 
as defined in the ~ct, in order to preserve, protect, upg_rade, 
con·serve, 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 Authority has issued, and will issue 
from time to time, its revenue bonds pursuant to a General 
Trust Indenture dated as of September 1, 1989 (the "Indenture") 
between the Authority and First Kentucky Trust Company (the 
11Trustee") in order to provide funding for its Program; and 

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



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

WHEREAS, the·Authority is willing to cooperate with 
the Governmental Agency in making available the Loan pursuant 
to the Act and the Indenture to be applied to the Project upon 
the conditions hereinafter enumerated and the covenants by the 
Governmental Agency herein contained to levy, collect, and 
enforce and remit adequate Service Charges, as hereinafter 
defined, for the· services provided by the Governmental Agency's 
System, as hereinafter defined, and to apply the necessary 
portion of said Service Charges to the repayment of the Loan 
and the interest thereon, as hereinafter specifically provided; 
and 

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

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

- 2 -



0 

ARTICLE I 

DEFINITIONS 

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

11Act11 shall mean Chapter 224A of the Kentucky Revised 
Statutes, as amended. 

11Administrative Fee" means the charge of the Authority 
for the servicing of the Loan, which is the annual percentage 
charged against the' unpaid principal balance of the Loan as 
identified in the 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 governmental agency and· 
instrumentality of the commonwealth of Kentucky, or such other 
designation as may be effected by future amendments to the Act. 

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

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

11 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. 

11 Commonwealth11 shall mean the Commonwealth of Kentucky. 

- 3 -
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11 construction11 shall mean construction as defined in 

the Act. 

"Debt Obligations" shall mean those outstanding 
obligations of the Governmental Agency identified in the 
Project Specifics outstanding as of the date of this Assistance 
Agreement or issued in the future in accordance with the terms 
hereof, payable f·rom the income and revenues of the System. 

11 Engineers 11 means the firm of consulting engineers 
employed by the Governmental Agency in connection with the 
Project identified in the Project Specifics. 

"Governmental Agency" shall mean any agency or unit of 
government within the Commonwealth, now having or hereafter 
granted the authority and power to finance, acquire, construct, 
and operate a Project, including specifically but not by way of 
limitation, incorporated cities, counties, sanitation 
districts, water districts, public authorities, sewer 
construction ·districts, metropolitan sewer districts, 
sanitation taxing districts, and any other -agencies, 
commissions, districts, or·authorities (either acting alone, or 
in.combination with one another pursuant to any regional ·or 
area compact, or multi-municipal agreement), now or hereafter 
established pursuant to the laws of the commonwealth -.having and 
possessing such described powers; and for the purposes of this 
Assistance Agreement shall mean the Governmental Agency 
identified in the Project Specifics. 

"Indenture 11 shall mean the General Trust Indenture 
.dated· as of September 1, 1989 between the Authority and the 
Trustee. 

"Loan11 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. 

11 Loan Rate 11 means the rate of interest identified in 
the Schedule of Payments. 

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

11 Program11 shall mean the program authorized by KRS 
224A.112 and the Indenture as the "infrastructure 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. 

- 4 -



11 Project11 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 Project Specifics. 

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

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

"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. 

11 Schedule of Service Charges 11 shall mean those general 
charges to be imposed by the Governmental Agency for services 
provided by the System, as set forth in Exhibit C hereto, and 
such other revenues identified in Exhibit C 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 disbursement of any portion of the Loan hereunder. 

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

11 System" shall mean the utility system owned and 
operated by the Governmental Agency of which the Project shall 
become a part and from the earnings of which (represented by 
the service Charges) the Governmental Agency shall repay the 
Authority the Loan hereunder. 

- 5 -
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ARTICLE II 

REPRESENTATIONS AND WARRANTIES 

0 

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

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

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

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

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

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

(A} The Governmental Agency is a duly organized and 
validly existing Governmental Agency, as described in the Act, 
with full power to own its properties, conduct its affairs, 
enter into this Assistance Agreement and consummate the 
transactions contemplated hereby. 
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(B) The negotiation, execution and delivery of this 
Assistance Agreement and the consummation of the transactions 
contemplated hereby have been duly authorized by all requisite 
action of the governing body of the Governmental Agency. 

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

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

(E) The authorization and delivery of this Assistance 
Agreement and the consummation of the transactions contemplated 
hereby will not constitute an event of default or violation or 
breach, 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 Dis 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 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 acting throughout; 
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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 Meeting Law, KRS 
61.805 to 61.850. 

(H) The Governmental Agency has all licenses, permits 
and other governmental approvals (including but not limited to 
all required approvals of the Kentucky Public Service 
Commission) required to own, occupy, operate and maintain the 
Project, to charge and collect the Service Charges and to enter 
into this Assistance Agreement, is not in violation of and has 
not received any notice of an alleged violation of any zoning 
or land use laws applicable to the Project, and has full right, 
power and authority to 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 opinion of.legal counsel 
substantially in the form set forth in Exhibit E hereto. 
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ARTICLE III 

AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS 

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

section 3,2. Principal Amount of Loan Established; 
Loan Pavments; 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 on the Interest 
Payment Dates set forth in the Project Specifics, 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 Requisition for Funds representing a 
portion of the principal amount of the Loan shall bear interest 
at the Loan Rate from the date of the disbursement; subject to 
the 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 Authority. 

Section 3.3. Governmental Agency's Right to Repay 
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 
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advise the Governmental Agency (i) of its intention to proceed 
with the authorization of such bonds (ii) of the limitation on 
prepayments after such bonds are issued and (iii) that the 
Governmental Agency has thirty (30) days from its receipt of 
said notice to exercise its option to prepay the Loan. Upon 
the expiration of said thirty day period the Governmental 
Agency's right to prepay the Loan shall be limited to the terms 
described in such notice. 

Section 3.4. Subordination of Loan. The Authority 
hereby agrees that 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 
Governmental Agency payable from the revenues of the System 
outstanding at the time this Assistance Agreement is executed 
as identified in the Project Specifics; provided, however, the 
Authority shall receive notice of any additional financings in 
accordance with Section 5.5(0) hereof. 
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ARTICLE IV 

CONDITIONS PRECEDENT TO DISBURSEMENT; 
REQUISITION FOR FUNDS 

0 

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, if requested, appropriate documentation, 
satisfactory to the Authority, in its sole discretion, 
indicating the following: 

(A) That the Authority and any appropriate regulatory 
agency of the Commonwealth as may be designated by the 
Authority, 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 and ·the Project 
sites heretofore or hereafter acquired shall at all times be 
and remain the property of the Governmental Agency and 
constitute a part of the System. 

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

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

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

(G) Duly authorized representatives of the Authority 
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 engineering community shall be 
prepared prior to the institution of construction in connection 
with each construction contract, or, if construction has 
already been initiated as of the date of this Assistance 
Agreement, at the earliest practicable date, to indicate the 
proposed schedule as to completion of the Project, and same 
shall be maintained monthly thereafter to indicate the actual 
construction progress of the Project. 

(J) Prior to the award of the contruction contract 
and prior to the commencement of construction, the Governmental 
Agency will arrange and conduct a conference as to the Project 
said conference to include representatives of the Authority, 
the Governmental Agency, and any other participating federal or 
state agency, the Engineers, and all construction contractors. 
A written brief of said conference summarizing the construction 
schedule, fund requirements schedule, payment authorizations, 
responsible parties for approval of all facets of the 
construction work and payment therefor, and other pertinent 
matters shall be prepared and distributed to each agency 
involved, and all construction contractors and Engineers. 
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Provided, however, that in the event construction 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 Agency may be readily itemized. 

(L) Any change or changes in a construction contract 
will be promptly submitted to the Authority 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 tn 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. 

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

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

(Q) 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, acting by and through its 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 such 
documents and information as such public bodies may reasonably 
require in connection with the administration of any federal or 
state grants. 

(R) 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 
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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. 

(S) 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. 

(T) The Governmental Agency shall require that each 
of its contractors and all subcontractors maintain during the 
life of the construction contract, worker's compensation 
insurance, public liability insurance, property damage 
insurance and vehicle liability insurance in amounts and on 
terms satisfactory to the Authority. Until the Project 
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. 

(U) The Governmental Agency shall provide and 
maintain competent and adequate resident engineering services 
covering the supervision and inspection of the development and 
construction of the Project, and bearing the responsibility of 
assuring that Construction conforms to the approved plans, 
specifications and designs prepared by the Engineers. Such 
resident engineer shall certify to the Authority, 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. 

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

Section 4.2. Disbursements of Loan; Requisition for 
Funds. The Governmental Agency may submit to the Authority (or 
the Trustee acting on behalf of the Authority, if so 
designated) a Requisition for Funds during the first ten days 
of each month (or such other designated period as is acceptable 
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to the Authority}, in substantially the same form as that 
attached to this Assistance Agreement as Exhibit Band 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 Project to be obligated by contract or otherwise during the 
month in question, or already obligated and not included in any 
previous accounting: 

(B) A full and complete accounting of any costs of 
the Project paid by the Governmental Agency from its own funds 
with the approval of the Authority and not included in any 
previous accounting for which it seeks reimbursement; 

(C) A full and complete accounting of any costs of 
the Project paid or requisitioned under any other financing, 
loan, bond, grant or similar agreement or paid from its own 
funds for which it does not seek reimbursment 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 
payment by.the Authority directly to the contractor. 

Upon the Authority's receipt of the Requisition for 
Funds, and such additional documentation as it may require, the 
Authority 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 

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

Section 5.1. Imposition pf service Charges. The 
Governmental Agency hereby irrevocably covenants and agrees to 
comply with all of the terms, conditions and requirements of 
this Assistance Agreement, pursuant to which the Loan is to be 
made by the Authority to the Governmental Agency as specified 
herein and in the Act and the Indenture. The Governmental 
Agency hereby further irrevocably covenants and agrees that it 
already has, or will, to the extent necessary, immediately 
impose Service Charges upon all persons, firms and entities to 
whom or which services are provided by the System, such Service 
Charges to be no less than as set forth .in Exhibit c annexed 
hereto. If so required, 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 hereafter 
authorized by law, and now or hereafter being levied and 
collected by the Governmental Agency and shall be levied and 
collected solely for the purpose of repaying to the Authority 
all sums received from the Authority as representing the Loan 
in respect o·f 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 Specifics, 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, 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. 
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Section 5.4. Adequacy of Service Charges. The 
Service Charges herein covenanted to be imposed by the 
Governmental Agency shall be fixed at such rate or rates (and 
it is represented that the Schedule set forth in Exhibit c 
hereto so qualifies), as shall be at least adequate to make the 
payments at the times and in the amounts set forth in the 
Schedule of Payments, 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 to the Authority by the Governmental Agency with a 
report showing collections and any delinquencies. A report of 
all collections and delinquencies 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". On or before each payment date identified in the 
Schedule of Payments, the Governmental Agency shall deposit 
into the Maintenance and Replacement Reserve an amount equal to 
ten percent (10%) of the amount of such Loan payment until the 
amount on deposit in such fund is equal to five percent (5%) of 
the original principal amount of the Loan (the "Required 
Balance"). Amounts in the Maintenance and Replacement Reserve 
may be used for extraordinary maintenance expenses related to 
the Project or for the costs of replacing worn or obsolete 
portions of the Project. If amounts are withdrawn from such 
fund, the Governmental Agency shall again make the periodic 
deposits hereinabove required until the Required Balance is 
reinstated. 

Section 5.6. Covenant to Charge Sufficient Rates; 
Reports; Inspection. The Governmental Agency hereby 
irrevocably convenants and agrees with the Authority: 

(A) That, as aforesaid, it will at all times impose, 
prescribed, charge and collect the Service Charges set forth in 
Exhibit C hereto for the services of the Project 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. 

(B) That it will furnish to the Authority not less 
than annually reports of the operations and income and revenues 
of the Project, and will permit authorized agents of the 
Authority to inspect all records, accounts and data of the 
Project at all reasonable times. 
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(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 to the sale 
of said obligations. 

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

Section 5.8. Mandatory sewer Connection. In the 
event that the Project consists of sanitary sewer facilities, 
the Governmental Agency hereby irrevocably covenants and agrees 
with the Authority that it will, to the maximum extent 
permitted by Kentucky law, and by means of ordinance, or other 
appropriate legislative order or action, mandatorily require 
the connection to and use of, the sanitary sewers constituting 
the Project by all persons owning, renting or occupying 
premises generating pollutants where such sanitary sewers are 
reasonably available to such premises, and to exhaust, at the 
expense of the Governmental Agency, all remedies for the 
collection of Service Charges, including, either directly or 
indirectly, pursuant to authority granted by Sections 96.930 to 
96.943, inclusive, of the Kentucky Revised Statutes, and the 
Act, causing termination of water services to any premises 
where the bill for sewer services is delinquent and foreclosure 
and decretal sale in respect of improvement benefit assessments 
which· are delinquent. 

Section 5.9. Termination of Water Services to 
Delinquent Users. In .the event the Project consists of water 
facilities the Governmental Agency covenants and agrees that it 
shall, pursuant to applicable provisions of law, to the maximum 
extent authorized by law, enforce and collect the Service 
Charges imposed upon users of the Project and facilities 
constituting the System, and will promptly cause water service 
to be discontinued to any premises where any billing for such 
facilities and services shall not be paid in a timely manner. 
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ARTICLE VI 

OTHER COVENANTS OF THE GOVERNMENTAL AGENCY 

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

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

Section 6.3. Establishment of Completion Date. The. 
completion date for the Project shall be evidenced to the 
Authority by a certificate signed by the Engineer and an 
authorized representative of· the Governmental Agency stating 
that, except for amounts retained by the Authority for costs of 
the Project not then due and payable, (i) the construction has 
been completed and all labor, services, materials, supplies, 
machinery and equipment used in such Construction have been 
paid for, (ii) all other facilities necessary in connection 
with the Project have been acquired, constructed, equipped and 
installed and all costs and expenses incurred in connection 
therewith have been paid, (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 adequate records 
relating to said operation; said records to be made available 
to the Authority upon its request at all reasonable times. 

Section 6.6. Tax covenant. In the event the 
Authority issues Bonds which are intended to be excludable from 
gross income for federal income tax purposes to provide the 
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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, (ii) its 
payments hereunder to be secured directly or indirectly by 
property to be used in a trade or business, (iii) any 
management agreement for the operation of the System or (iv) 
any federal guarantee of its obligations hereunder without the 
prior written consent of the Authority. The Governmental 
Agency will not acquire or pledge any obligations which would 
cause the Bonds to be "arbitrage bonds" within the meaning of 
the Code. 

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

Section 6.8. Financial statements. Within ninety 
(90) days after the end of each fiscal year of the Governmental 
Agency, the Governmental Agency shall provide to the Authority, 
itemized financial statements of income and expense and a 
balance sheet in reasonable detail, certified as accurate by a 
firm of independant certified public accountants or the Auditor 
of Public Accounts of the Commonwealth. All financial 
information must be satisfactory to the Authority as to form 
and content and be prepared in accordance with generally 
accepted accounting principals on a basis consistent with prior 
practice unless specifically noted thereon. With such 
financial statements, the Governmental Agency shall furnish to 
the Authority a certificate stating that, to the best knowledge 
of the authorized representative signing such certificate, no 
default under this Assistance Agreement exists on the date of 
such certificate, or if any such default shall then exist, 
describing such default with specificity. 

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

section 6.10. system Not to Be Disposed Of. The 
Governmental Agency covenants and agrees that, until 
satisfaction in full of its obligations hereunder, it will not 
sell, mortgage, or in any manner dispose of, or surrender 
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control or otherwise dispose of any of the facilities of the 
System or any part thereof (except that the Governmental 
Agency may retire obsolete and worn out facilities, and sell 
same, if appropriate). 

Section 6.11. 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 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. 
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ARTICLE VII 

MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION 

Section 7.1. Maintain system. The Governmental 
Agency agrees that during the entire term of this Assistance 
Agreement, it will keep th~ Project, including all 
appurtenances thereto, and the equipment and machinery therein, 
in good and sound repair and good operating condition at its 
own cost so that the completed Project will continue to provide 
the services for which the system is designed. 

Section 7.2. Additions and Improvements. The 
Governmental Agency shall have the privilege of making 
additions, modifications and improvements to the sites of the 
Project, and to the Project itself from time to time provided 
that said additions, modifications and improvements do not 
impair the operation or objectives of the Project. The Cost of 
such additions, modifications and improvements shall be paid by 
the Governmental Agency, and the same shall be the property of 
the Governmental Agency and shall be included under the terms 
of this Assistance Agreement as part of the site of the 
Project, or the Project, as the case may be. Nothing herein 
contained shall be construed as precluding the Authority and 
the Governmental Agency from entering into one or more 
supplementary Assistance Agreements providing for an additional 
Loan or Loans in respect of additional Projects undertaken by 
the Governmental Agency. 

Section 7.3. Compliance with state and Federal 
Standards. The Governmental Agency agrees that it will at all 
times provide operation and maintenance of the 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 Agreement. 

Section 7.4. Access to Records. The Governmental 
Agency agrees that it will permit the Authority and any state 
or federal agency and their respective agents to have access to 
the records of the Governmental Agency pertaining to the 
operation and maintenance of the Project at any reasonable time 
following completion of construction of the Project, and 
commencement of operations thereof. 

Section 7.5. Covenant to Insure - Casualty. The 
Governmental Agency agrees to insure the 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 
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subdivisions similarly situated, by means of policies issued by 
reputable insurance companies duly qualified to do such 
business in the Commonwealth. 

Section 7.6. Authority as Named Insured. Any 
insurance policy issued pursuant to Section 7.5 hereof, shall 
be so written or endorsed as to make losses, if any, payable to 
the Governmental Agency, and to the Authority, as their 
interests may appear. 

Section 7.7. Covenant to Insure - Liability. The 
Governmental Agency agrees that it will carry public liability 
insurance with reference to the Project with one or more 
reputable insurance companies duly qualified to do business in 
the Commonwealth, insuring against such risks (including but 
not limited to personal 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 7.8. Covenant Regarding Worker's 
Compensation. Throughout the entire term of this Assistance 
Agreement, the Governmental Agency shall maintain worker's 
compensation coverage, or cause the same to be maintained. 

Section 7.9. Application of casualty Insurance 
Proceeds. If, prior to the completion of the term of this 
Assistance Agreement, the Project shall be damaged or partially 
or totally destroyed by fire, windstorm or other casualty, 
there shall be no abatement or reduction in the amount payable 
by the Governmental Agency pursuant to the terms of this 
Assistance Agreement, and the Governmental Agency will (1) 
promptly repair, rebuild or restore the Project damaged or 
destroyed; and (2) apply for such purpose so much as may be 
necessary of any net proceeds of insurance resulting from 
claims for such losses, as well as any additional moneys of the 
Governmental Agency necessary therefor. All net proceeds of 
insurance resulting from claims for such losses shall be paid 
to the Governmental Agency, and shall be promptly applied as 
herein provided. 

Section 7.10. Eminent Domain. In the event that 
title to, or the temporary use of, the Project, or any part 
thereof, shall be taken under the exercise of the power of 
eminent domain by any governmental body or by any Person acting 
under governmental authority, there shall be no abatement or 
reduction in the minimum amounts payable by the Governmental 
Agency to the Authority pursuant to the terms of this 
Assistance Agreement, and any and all net proceeds received 
from any award made in such eminent domain proceedings shall be 
paid to and held by the Governmental Agency in a separate 
condemnation award account and shall be applied by the 
Governmental Agency in either or both of the following ways, as 
shall be determined by the Governmental Agency in its sole 
discretion: 
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(A) The restoration of the improvements located on 

the Project sites to substantially the same condition as 
prior to the exercise of said power of eminent domain; or 

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

Any balance of the net proceeds of the award in such 
eminent domain proceedings after the carrying out of the 
mandatory proceedings stipulated in (A} and (B) of this Section 
7.10, shall be paid to the Governmental Agency upon delivery to 
the Authority of a certificate signed by an authorized officer 
of the Governmental Agency to the effect that the Governmental 
Agency has complied with either subparagraph (A} or (B}, or 
both, of this Section, and written approval of such certificate 
by an authorized officer of the Authority. In no event will 
the Governmental Agency voluntarily settle or consent to the 
settlement of any prospective or pending condemnation 
proceedings with respect to the Project or any part thereof 
without the written consent of the Authority. 
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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 11 Event of Default" or "Default" will 
mean, whenever it is used in this Assistance Agreement, any one 
or more of the following events: 

(A) 
payments 

Failure by the Governmental Agency to pay any 
at the times specified herein. 

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

(C) The dissolution or liquidation of the 
Governmental Agency, or the voluntary initiation by the 
Governmental Agency of any proceeding under any federal or 
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. 

(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, the Authority may, without any further demand or 
notice, take one or any combination of the following remedial 
steps: 
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(A) Declare all payments due hereunder, as set forth 

in the Schedule of Payments to be immediately due and 
payable. 

(B) 
Authority 

Exercise all the rights 
set forth in the Act. 

and remedies of the 

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

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

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

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

Section 8.6. Waivers. In the event that any 
agreement contained herein should be breached by either party 
and thereafter waived by the other party, such waiver will be 
limited to the particular breach so waived and will not be 
deemed to waive any other breach hereunder. 
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Section 8.7. Agreement to Pay Attorneys' Fees and 

Expenses. In the event that either party hereto will 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 IX 

MISCELLANEOUS PROVISIONS 

0 

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

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

Section 9.3. Effective Date. This Assistance 
Agreement shall become effective as of the date first set forth 
hereinabove and shall continue to 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, nor 
assignable by either parties without the written consent of the 
other party. 

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

Section 9.6. Execution in Counterparts. This 
Assistance Agreement may be simultaneously executed in several 
counterparts, each of which will be an original and all of 
which will constitute but one and the same instrument. 
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Section 9.7. Applicable Law. This Assistance 

Agreement will be governed by and construed in accordance with 
the laws of the Commonwealth. 

Section 9.8. Venue. The parties hereto agree that in 
the event of a default by the Governmental Agency pusuant to 
the provisions of Article 8 of this Agreement, the Authority 
shall, to the extent permitted under the laws of the 
Commonwealth, have the right to file any necessary actions with 
respect thereto in Franklin Circuit Court. 

Section 9.9. captions. The captions or headings 
herein are for convenience only and in no way define, limit or 
describe the scope or intent of any provisions or sections of 
this Assistance Agreement. 
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IN WITNESS WHEREOF, the parties hereto have caused 

this Assistance Agreement to be executed by their respective 
duly authorized officers as· of the day and year above written. 

ATTEST: 

ATTEST: 

By : Yrl~ ~ J.lp.cµ, 1 • {K)i... 

Title: Secretary 

SECRET . Y /F ANCE .AND 

KENTUCKY ZNFRASTRUCTURE 
AUTHORITY 

GOVERNMENTAL AGENCY: 
BEAVER-ELKHORN WATER DISTRICT 

Title: Chairman 

ADMINIS ION CABINET OF THE· 
COMMONWEALTH OF.KENTUCKY 

EXAMINED: 

\ 
LE 
INPRAS 
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NAME: 
CONTACT PBRSON1 
ADDRESS: 

TELEPHON2r 

EHGIMEBJ:l: 

.Z: 502 ~64 7416 KY. [NV. l>E&T. 

EXHIBIT A 
PROJICT SPECIFICS 

8293-01 

Beaver-Elkhorn water District 
Ernie Moore, Cho.1nnan 
P.O. Box 769 
Mart1n, Kentucky 41649 
606-358-3491 

or 
Eric Ratliff 
Big Sandy ADD 
503 South Lake Drive 
Prestonsburg, gentucky 41653 
606-88&-2374 

Howard I. Bell 

0 

ffAXEt 
ADDRESS: 354 Waller Avenue 

P.O. Box 546 
Lexington, Kantuoky 

C0lfl'ACT; 
TELEPHONE: 

LIABILITY INSURANCE 

4058!1-0546 
Dill McDonald 
606-278-5412 

COVERACE: ~ _ 
Death or Personal Injury (per person) JJ/O-iXx:> 5'"00,!:)0o 
Death or Personal Injury (per occurrence) ~/p:?oo,/!•!OOJ opo 
Property Damage on system = ::»"~00,.-~ 

ADMINTR~RA~IVR ~R2: .~Ot -....iu.c,,"'f--i'-"---

DEFAULT RAD: 101 
PROJECT COS'l' 

BQAKDOWN: 
Acquisition 
Construction 

water distribution$ 477,778 
water storage 415,293 

Engineering 
design 
inspection 

Legal 
Planning 
Administration 
Contingencies 

'l'OTAL 

SERVICE CBARCI 
PAYY.EN"l' PSRIOD: 

$ 

Monthly 

61,850 
,J,000 

$ 4,000 

893,011 

104,850 
s,ooo 
2,000 

11,750 
2~,011 

$1,04,100 

92 

PAYIIENT DAtt'ES: The December l or June 1 aucceedin9 the pro1ect 
coinplaLiun dat.B wn1cn 11 at J.east tllrea aontha, 
but no more than nine month■, after th• projeet 
coapletion data. 

LOAN RATE: 3.01 
LONI AMOUNT& $S45,700 
PINAL LOAN TERM 

(APPROXIMATELY): 30 Years 



ESTIMATED ANNUAL 
DEB'l' SERVICE: 

7 4 1 b 

• 

21,?1e annual debt service 
1,091 administrative fee 
2_, 772 O9v0rncr,. fo.- mn lftt•naauu 

-,----3-1 ... , !i79 Total 

OTHER FINANClNG SOURCER • 

Schools Contrihut.1 on/Tap Fee .$ !)00 ~ ouu 

DEBT OBLIGATIONS 
CURRENTLY OUTSTANO?NG: 

Debtor's Obligations: Ae of year end 1991 

1 I I 

Wate~works System Revenue Bonds, Series A of 1q12r 
or1q1nal iARua •mounl - $,,a,ouu; Amount outstanaing -
$436,000; Final maturity date ._ 2021; Bonde bear intEtrest 
at a rate of 4 . 125t and inter&~t is payablA on Ap~il 1 
8 nd Octoh o r l or t=t1c:h y&ar. 

Waterworks System Revenue Bonds, Serles B, c of 1972; 
Ori9 i nal iosue ~mount - $185,nn o, aondc matu~~ •ar1ai1y 
begi iwlng in :.! 007; Annual debt service requirement until 
2007 - $11,840, thereafter - $39,000. The bonds bear 
i nter'3at at a rate of 6, 4% and interest te ~ayAhl a on 
April J ~nrl Octobor l vr ~aoh year. 

First Guaranty bank Note of 1986; Amount outstanding -
$11,820; Annual deb~ service requirement - $l0,668. 

Flret GuarQn ty bank Note of 1991: Amm1nt ou~otanding -
$6, 7~~, An n ual aent service $3 1 012, 

PROJECT DESCRTPT!ON 

On September 16, 1991 1 the Kentucky Infraatr~c:t.ure ~uttr.or1 t.y 
Board .'.l.l)prove~ a 1n11n in the t1mou11I.. ot $4,262,372 ana a grant 
in tht! amount o f $2,000, nnn t o t.hc Deav~.-!l 'klinrn Wat.er 
Diet..L 11,;t r n r upgr4lct n_g \;ho w~ter t reat.mont pldJ1 l. ana 
r.nn•t~uvtion v [ severnt water lin~~ ' " ro»v• ~P~~v~l~~~eLy 
1. 5 0 1 pGt..i. .. l. .Led.. .c-ee1.aences, Sinco the approval there haa 
aris~n a neeq to split the proj~ct into two phases to allow 
Phase 1 to go forward. We are present.ing Phase I for approval 
with the intent to present Phase II in the near future, 

Phase I will supply needed water storage capacity and adequate 
pressure to the Riqht Beaver W6ter system. Thia wilt ~enftflt 
sevttral sct1ool5- i nnl udlng 1\.1.len. Central High School amt DUft 
~temQntnry School, In addition, the Left Beave~ water &yatem 
wi ll be extended 4pproximately two miles from Price to 
Bucklngham. As a .cesl.llt, the new Left Beo.vai;- High Rrhnol w.tll 
be served nnrt ri~rt 0£ ~h.-. ), lJl'il WJ I I ,,. f'L·1Jvidfl(l .L,u orr.tor to b'­
abl-, to "~L v H mr.u.v.t.n .t,nr\ Ww•l{.ubury lu t>hase II. Construction 
~ill 1ncludo three new pump stations. 

t 
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EXHIBIT B 

REQUEST FOR PAYMENT WITH RESPECT TO 
ASSISTANCE AGREEMENT DATED 

Request No.____ Dated 

ORIGINAL SENT TO: Kentucky Infrastructure Authority 
Room 075, capitol Annex 
Frankfort, Kentucky 40601 

COPY SENT TO: Ms. Nancy Sanders 
Director, Community Programs 
Department for Local Government 
1024 Capitol Center Drive 
Frankfort, Kentucky 40601 

FROM: _________________ ( 11Govenmental Agency 11 ) 

Gentlemen: 

The above identified Governmental Agency has entered into an 
Assistance Agreement with the Kentucky Infrastructure Authority 
(the "Authority") for the acquisition and construction of 
facilities described in the Assistance Agreement as the 
"Project." 

Pursuant to the Assistance Agreement, we hereby certify that we 
have incurred the following expenses in connection with the 
Project and that the Authority's funding share of these 
expenses is in the amount so denoted in this request totaling 
$ _______ _ 

Documentation supporting the expenses incurred and identified 
per this request are attached. 

ELIGIBLE PROJECT EXPENSES INCURRED 

Contractor 

Total 

B-1 

Expenses 
this 

Request 

Expenses 
to 

Date 
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Funding Source 

Totals 

0 
ALLOCATION OF FUNDING FOR EXPENSES 

Portion of 
Expenses this Request 

Portion of Expenses 
Total to Date 

The Governmental Agency certifies it has also paid 
Project expenses or has submitted requisitions to the 
applicable funding sources for Project expenses, which have not 
been identified in any previous Request or Payment, as follows: 

Funding Source 
Amount of Payment 
or Requisition 

Date of Payment 
or Requisition 

Respectfully submitted, 

B-2 

Governmental Agency 

By 

Title 
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Certificate of Consulting Engineers as to 

Payment Request 

The undersigned, a duly qualified and licensed Engineer hereby 
certifies that he or she represents the Governmental Agency 
submitting this request in connection with the "Eligible 
Project 11 and that all expenses represented in this request were 
duly incurred for the Construction of the "Project," that the 
Authority's funding share of these expenses is accurately 
represented and that such expenses have not been the subject of 
any request for disbursement previously submitted. 

Engineer/Consultant 

Firm Name 
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SCHEDULE OF SERVICE CHARGES 
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f onn For Filing Rate Schedules 

BEAVER-ELKHORN WATER DISTRICT 
..Same of Issuing Corporation 

0 
For Entire Area Served 

Community, Town or City 

P. S. C. NO. ---~2=--------

SHEET NO. ___ l 

CANCELLING P. S. C. N0. ___ ---=-1 

_______ .SHEET NO. ___ l 

CLASSlFlCATION OF SERVICE 

Rk 
PER l 

RA TE SCI IEIJU LE: Applicablt:: in all territory sef\'ed by Company. 

AV Al LABI LITY OF SER VICE: For all res id en lial and comm ere ial purposes. 

RATE 

MINIMUM BILL 

First 1,000 gallons 
Next 19,000 gallons per 1,000 gallons 
Next 30,000 gallons per 1,000 gallons 
Next 50,000 gallons per 1,000 gallons 
Over 100,000 gallons per 1,000 gallons 
Wholesale rate per 1,000 gallons 

$9. 75" 
1. 7€" 
1.60 
l. 35" 
1.20 
1.20 

9. 71 

A TE OF ISSUE November 28, 1989 DA TE EFFECTIVE __ .:.!N:.ov::.::e:.um:.::::.b~er!..........l::2c!!.0--'-1 ....:!l!:..:!9:::t.8,t_9 __ 

,SUED By ~-~~l:__s..c;:..;..~ ----,;TrilTTILCE-_-_-_--:_ric;;...;;.h.;.:;;ac...:.i.;;...rm=a;;...;;.n.;..._ ________ ,-.-
b- Name or Officer 

ts.11.1,.ied_..b_y _ _authority of an Order __ .::if t!1c __ ~ublic_~erv~e Commissio!!__of ~entu£!5.y_in 



L\ y 

3EAVER-ELKHORN WATER DISTRICT 
Name of Issuing Corporation 

For _......;E=N...:..T.:,....:..:I R....:.;. E=----A....:.;R="=· :-'--, =S=E::...:R..:.V-=E=D'----­
Community, Town or City 

P. S. C. NO. ---~1 ______ _ 

2nd Revised SHEET NO. _ ___,_1 __ 

CANCELLING P. S. C. N0. __ 1::..-----
.. 

2nd Revised . SHEET NO. 1 -----

RULES.AND REGULATIONS 

l. All billing shall be in accordance with tariffs as approved by 
the Public Service ·Com.mission. 

2. Meters shall be read, recorded and customers billed once each 
month. . .... 

3. Past due·accounts are shown as arrears on customer's billing 
card. 

4. Notice to disc·ontinue service for non-paY)tlent of billing shall 
be given as directed under rules and regulations of Public 
Service Commission. · 

5. Estimated billing due to malfunction of meter shall be noted 
11 Estimated Billing" on customer's billing card. 

6. Re-installation charges· for restoring service, when customer 
has had service discontinued or service has been discontinued 
for non-payment of account, a $25.00 charge will be made. 

7 . customer tap on fee for initial new service shall be as 
follows: 

5/8 x 3/4 11 Service $425.00 
3/4" Service 450.00 
All over 3/4 11 tap fee based on actual cost of installation. 

a. Customer charge to verify meter reading, if found accurate a 
charge of $25.00. Verification of meter·accuracy challenged 
by customer, tested and found accurate a charge of $25.00; if 
found in error adjustment to be made and no charge for testing. 

9. Penalty: 10% penalty for late payment if bills not paid by the 
10th day of the month. 

10. Service line'inspection charge $25. 

DATE OF ISSUE Fe~ 

ISSUED BY L ~ ev 
Name of OQicer 

DATE EFFECTIVE February 11, 1991 

TITLE --~C~hl!!a!!i!Jrm!fil!!an!..,!_ __________ _ 
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EXHIBIT D 

RESOLUTION 

RESOLUTION OF THE BEAVER-ELKHORN WATER DISTRICT 
APPROVING AND AUTHORIZING AN ASSISTANCE AGREEMENT 
BETWEEN THE BEAVER-ELKHORN WATER DISTRICT AND THE 
KENTUCKY INFRASTRUCTURE AUTHORITY. 

WHEREASr the Board of Commissioners, ("governing 
authority") of the Beaver-Elkhorn Water District, 
("Governmental Agency") has previously determined that it is.in 
the public interest to acquire and construct certain water 
facilities and improvements to the Governmental Agency's Water 
System (the "Project 11 ) and 

WHEREAS, the Governmental Agency has made application 
to the Kentucky Infrastructure Authority (the "Authority") for 
the purpose of providing monies to construct the Project; and 

WHEREAS, in order to obtain such monies, the 
Governmental Agency is required to enter into an Assistance 
Agreement with the Authority; 

NOW, THEREFORE, BE IT RESOLVED by ·the Beaver-Elkhorn 
Water District, as follows: 

SECTION 1. That the governing authority hereby 
approves and authorizes of the Assistance Agreement between the 
Governmental Agency and the Authority substantially in the form 
on file with the Governmental Agency for the purpose of 
providing the necessary financing to the Governmental Agency 
for the Project. 

SECTION 2. That any officer of the Governmental 
Agency be and hereby is authorized, directed and empowered to 
execute necessary documents or agreements, and to otherwise act 
on behalf of the Governmental Agency to effect such financing. 

SECTION 3. That this resolution shall take effect at 
the earliest time provided by law. 

ADOPTED on /VJ-i '.'t: d/[_ , r, 1993. 
I 

Presiding Officer 

Attest: 

1:czl,, ,, ....c.,,,., ~ 7~ . 
Title: ~. ~ •• ~ 
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CERTIFICATE 

I, the undersigned, hereby certify that I am the duly 
qualified and acting Recording Officer of the Beaver-Elkhorn 
Water District; that the foregoing is a full, true and correct 
copy of a Resolution adopted by the governing authority of said 
District at a meeting duly held on 5-S , 1993; that 
said official action appears as a matter of public record in 
the official records or journal of the governing authority; 
that said meeting was held in accordance with all applicable 
requirements of Kentucky law, including KRS 61.810, 61.815, 
61.820 and 61.825; that a quorum was present at said meeting; 
that said official action has not been modified, amended, 
revoked or repealed and is now in full force and effect. 

IN TESTIMONY WHEREOF, witness my signature this~ 
day of l.("')'Ja..k. c..h. , 19 9 J • 

':tQ~L.t::t.J... '1hd~ 
Recording Officer 
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EXHIBIT E 

~~.~ 
~-~i!J~ 

i!J= 44/ 

9~. ~ 4/,.,,y 

March '3, 1'3'33 

Kentucky Infrastructure Authority 
F~oom 075 Capi tc,l AnnEx 
Frankfort, Kentucky 

Re: Assistance Agreement hy and between Kentucky 
Infrastructure Authority and Beaver Elkhorn 
Water District dated as of March A, 1"3":13 

Ladies and Gentlemen: 

0 

The undersigned is an attorney at law duly admitted to 
the practice of law i11 the Comm,~nweelth of Kentucky and is 
legal counsel to 88ev~r ~llthorn Water District, hereinafter 
referr~rl tn ~s t~e ''Governmental Agency''. I am familiar with 
the o~qani~ation ~n0 @~i~tence ~f tt1e fiovarnm?ntal Aoency and 
the laws of the Com~0n~~6lth applicabl~ thereto. 
Additionally I am familiar with the infrastructure nro.ject 
(the "Pn:•jRct"·i witl, respect tr:, whi,:h the Assist<c<ni:-e 
Agreement by nnd betue~n the Kentuc~y Infrastruct~1re 
Authority (''Authority'') ~nd the Governmental ~Aency is beinq 
authc,ri::.:ec.l. e·,;ec1.1ted and d·?livered. 

I have reviewed the form of Assistance Agreement by and 
between the Authc,r i ty arid the Gc,vernmental Agency, the 
res,;:.luti,::in or ,:,rdinance ,:,f the g,:,verning authority 
authorizing the execution a~d delivery of said Assistance 
Agreement and the plans, designs and specification~ prepared 
by the Engineers tor the Governmental Agency with respect to 
the F'rc•jec t. 

Based upon my ...-~yjE!W I am of the opinion that: 

l) The G,:,vernmental Agencv is duly orqaniz.ed 2-fld 
e:,;istiflg p,:,] itical suhoivision or hody r,olitic of thP 
Commonwealth of Kentu~kv validly exist1nq under the 
Constitution and st~tutas of the Commonwealth of Ventu(:ky. 

21 The Assistanc8 Agreement ~,as been duly e~Pc11ted and 
delivered by the •3overnmental Aqen,:y anrl is a val id and 
binding obligati,:,n ,:-:,f tht=? 13,:,vernmental Aqency enf,:,rceaole in 
csccc,rd,c1nr.e with i1:s ter-ms, e~;cent t-. .-:, tt1e p:,;tent tt1at thF<> 
enf,:,yc(c?abilit,1 tt12f".;:,;,f mi:'y be limited t.•v ~q11itable prinr:iples 
and by haniiru~tcy, r~oYganiz~tion, mor~torium, insolvency or 
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similar laws heretofore or hereafter er1acted relating to or 
affecting the enforcement of creditors' right~ or remedies 
generally. 

3) The Governmental Agency has all necessary power and 
authority (i) to enter into, perform ~nd consumate all 
transactions contemplated by the Assistance Agreement, and 
(iil to execute and deliver the documents and instruments to 
be executed and deliv~red by it in connection with t~1e 
construction of the Project, 

4) The Service Charges, as defined in the 
Agreement, are in fLtll force and effect and have 
and lawfully adopt~d hy the Governmental Agency. 

Assi.stcince 
been duly 

5) The execution and delivery of the Assistance 
Agreement and the p~rformance by the Governmental Agency of 
its obligations thereu~der does not and will not conflict 
with, violate or coi·stitut~ a default Llnder any court oY 
administrative order, decree or ruling, or any law, statute, 
ordinance or regulation, or any agreement, indenture, 
mortgage, ledse, note or other obligation or instrument, 
binding upon the Governmental Agency, ·or any of it~ 
properties or ~sset5. The Governmental Agency ha~ obtained 
each and every authorization, consent, permit, approval or 
license of, 0r filing or registration with, any court or 
governmental department, commission, board, bureau, agency or 
instrumentality, or any specifically granted e~emption from 
any of the foregoing, th~t is necessary to the valid 
execution, delivery or performance by the Governmental Agency 
of the Assistanc~ Agreen,ent and the imposition of the Service 
Charges. 

6l To the best ~f my knowledge after due inquiry there 
is no action, suit, proceedings or investigation at law or in 
equity before any court, public board or body pending or 

threatened against, ftffectinq or question1no (il the valid 
existence of the Governmental Agency, (iil the riqht or title 
of the members arrd ofiicers of the Governmental Aqancv to 
their respective pofiitions, (iii) the authorization, 
execution, delivery or enforceability of the Assistance 
Agreement or the application of any monies or security 
theref,.:,r, (1v) the ,:onstruction c,f the Pr'.:,,ject, (v) the 
validity or !:>nfr..,rce;.1b1.l:i.ty of th1:: Serv10::P ('harqec- c,r v .... ~) 
that wc,uld h~,v~ ,~ m.~te.-ial adverse:? i'Tlp~ct. on thP .. ,!)t l1t.y r:,f 
the f-;,:,vern111e-nta]. H~errcy t.:_, perfr:,rm it':", oh.li11r1tion':.'. 11ndE!r t.hP. 
Assist~nce Agreement. 
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7) Nc,ne c,f the prc11:eedings or aLlthc,r-ity heretofore had 
or taken by the Governmental Agency for the authorization, 
execution or delivet·y of the Assistance Agreement has or have 
been repealed, rescinded, or revoked. 

8) All proceedings and actions of the Governmental 
Agency with respect t~ which the Assistance Agreement is to 
be delivered were had or taken at meetings properly convened 
and held in substantial compliance with the applicable 
provisions of Sections 61,805 to 61.850 of the Kentucky 
Revised Statutes. 

Very truly yours, 

I ,./ //;· //. / 
- • -C::.~ , V 

JA/ba 

Copy t,:,: 
Ernie Moore, Chairman 
Beaver Elkhorn Water District 
P.O. Box 76'3 
Martin, Kentucky 41649 

Eric Ratliff 
Big Sandy ADD 
F'rest,:,nsburg, Kentucky 41653 
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EXHIBIT F 

TO ASSISTANCE AGREEMENT BETWEEN 

( 11 GOVERNMENATAL AGENCY") AND 
THE KENTUCKY INFRA.STRUCTURE AUTHORITY 

Total Loan to be Repaid by 
Governmental Agency to 

0 

Kentucky Infrastructure Authority $ _____ _ 

Principal and Interest Payable 
on Each ______ and _____ _ 
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It is understood and agreed by the parties to this 

Assistance Agreement that this Exhibit Fis an integral part of 

the Assistance Agreement between the Governmental Agency and 

the Kentucky Infrastructure Authority. 

IN WITNESS WHEREOF, the parties have caused this 

Exhibit F to Assistance Agreement to be executed by their 

respective duly authorized officers as of the date of said 

Assistance Agreement. 

ATTEST: 

Title 

KENTUCKY INFRASTRUCTURE AUTHORITY 

By 

Title 

By 

Title 
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Governmental Agency 
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ADDITIONAL COVENANTS AND AGREEMENTS 

NONE 
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ASSIST . Cf. GR£Et · 1 T 

UNO B_ 

PROJECT NUMBER -=8=29:.::5:...a-O,._.l ___________ _ 

BORROWER: Beaver-Elkhorn Water District. Flovd C untv 

BORROWER' ADORES .,_P=.O::..:.•..:::B=o=x .... 7~69'-----------­

Martin , Kentucky 41649 

DA , OF SSI TAN E A REEtv1.ENT: October I, 1995 
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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 the Kentucky 
(the "Authority") and the Governmental Agency identified on the cover of this Assistance 
Agreement (the "Governmental Agency"): 

WITNESETH 

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

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

WHEREAS, the Authority has issued, and will issue from time to time, its revenue 
bonds pursuant to a General Trust Indenture dated as of September l , 1989 (the "Indenture") 
between the Authority and First Kentucky Trust Company (the "Trustee") in order to provide 
funding for its Program; and 

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

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

WHEREAS, the Authority is willing to cooperate with the Governmental Agency 
in making available the Loan pursuant to the Act and the Indenture to be applied to the Project 
upon the conditions hereinafter enumerated and the covenants by the Governmental Agency 
herein contained to levy, collect, and enforce and remit adequate Service Charges, as hereinafter 
defined, for the services provided by the Governmental Agency' s System, as hereinafter defined. 
and to apply the necessary portion of said Service Charges to the repayment of the Loan and the 
interest thereon, as hereinafter specifically provided; and 

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



their respective duties, rights, covenants, and obligations with respect to the acqu1s1t1on, 
construction, and financing of the Project and the repayment of the Loan and the interest thereon; 

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



ARTICLE I 

DEFINITIONS 

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

"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 percentage charged against the unpaid principal balance of the Loan 
as 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 governmental agency and 
instrumentality of the Commonwealth of Kentucky, or such other designation as may be effected 
by future amendments to the Act. 

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

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

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

"Commonwealth" shall mean the Commonwealth of Kentucky. 

"Construction" shall mean construction as defined in the Act. 

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

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

"Governmental Agency" shall mean any agency or unit of government within the 
Commonwealth. now having or hereafter granted the authority and power to finance. acquire, 
construct, and operate a Project including specifically but not by way of limitation. incorporated 
cities, counties. sanitation districts, water districts, public authorities, sewer construction districts, 
metropolitan sewer districts, sanitation taxing districts, and any other agencies, commissions, 
districts. or authorities (either acting alone, or in combination with one another pursuant to any 
regional or area compact, or multi-municipal agreement), now or hereafter established pursuant 
to the laws of the Commonwealth having and possessing such described powers; and for the 
purposes of this Assistance Agreement shall mean the Governmental Agency identified in the 
Project Specifics. 

"Indenture" shall mean the General Trust Indenture dated as of September l , 1989 
between the Authority and the Trustee. 

"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. l 12 and the Indenture 
as the "infrastructure revolving fund" for financing Projects through Loans by the Authority to 
Governmental Agencies and shall not be deemed to mean or include any other programs of the 
Authority. 

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

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

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

"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. 

"Schedule of Service Charges" shall mean those general charges to be imposed by 
the Governmental Agency for services provided by the System, as set forth in Exhibit C hereto, 
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and such other revenues identified in Exhibit C 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 disbursement of any portion of the Loan hereunder. 

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

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

REPRESENTATlONS AND WARRANTIES 

Section 2.1. Reoresentations and Warranties of Authoritv. The Authority represents 
and warrants for the benefit of the Governmental Agency as fo llows: 

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

(B) Neither the execution and delivery hereof, nor the fulfillment of or 
compliance with the terms and conditions hereof, nor the consummation of the transactions 
contemplated hereby, conflicts with or results in a breach of the terms, conditions and provisions 
of any restriction or My 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 bas 
not been obtained. 

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

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

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

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

(C) This Assistance Agreement has been duly executed and delivered by the 
Governmental Agency and is a valid and binding obligation of the Governmental Agency 
enforceable in accordance with its terms, except to the extent that the enforceability hereof may 
be limited by equitable principles and by bankruptcy, reorganization, moratorium. insolvency or 
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors' 
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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 
Assistance Agreement or to construct the Project. or to challenge in any manner the authority of 
the Governmental Agency or its governing body to take any of the actions 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 proceedings taken with respect to the authorization or delivery by the 
Governmental Agency of this Assistance Agreement, or the application of the proceeds thereof 
or the pledge or application of any monies or security provided therefor, or in any way 
questioning the due existence or powers of the Governmental Agency, or otherwise wherein an 
unfavorable decision would have an adverse impact on the transactions authorized in connection 
with this Assistance Agreement. 

(E) The authorization and delivery of this Assistance Agreement and the 
consummation of the transactions contemplated hereby will not constitute an event of default or 
violation or breach, 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 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 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 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 Meeting Law, KRS 61.805 to 61.850. 

(H) The Governmental Agency has all licenses. permits and other governmental 
approvals (including but not limited to all required approvals of the Kentucky Public Service 
Commission) required to own, occupy, operate and maintain the Project, to charge and collect 
the Service Charges and to enter into this Assistance Agreement. is not in violation of and has 
not received any notice of an alleged violation of any zoning or land use laws applicable to the 
Project, and has full right, power and authority to 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 opinion of legal counsel substantially in the fo rm set forth in Exhibit E hereto. 
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ARTICLE LIL 

AUTHORITY'S AGREEMENT TO MAKE LOAi'-1: TERlvlS 

Section 3.1. Determination of Eligibilitv. Pursuant to the Lerms of the Act and the 
Indenture. the Aulhority has determined that the Governmental .'\gency·s Project is a Project 
under the Act and the Governmental Agency is entitled to financial assistance from the Authority 
in connection with financing the Construction of the Project. 

Section 3.2. Principal Amount of Loan Established: Loan Pavments: 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 co 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 on the Interest Payment Dates set forth in the 
Project Specifics, 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 frrst 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 Requisition for 
Funds representing a portion of the principal amount of the Loan shall bear interest at the Loan 
Rate from the date of the disbursement; subject to the requirements set forth in Article IV hereof. 

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

S!!ction 3.3. Governmental Agency' s Ri2:ht to Repay 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 t5) Business Days in 
advance of said prepayment. 

Notwithstanding the foregoing, upon the detenuination 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 described 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 
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interest and source of payment for the Debt Obligations of the Governmental Agency payable 
from the revenues of the System outstanding at the time this Assistance Agreement is executed 
as identified in the Project Specifics; provided, however, the Authority shall receive notice of any 
additional financings in accordance with Section 5.5(0 ) hereof. 

ARTICLE IV 

CONDITIONS PRECEDENT TO DISBURSEMENT; 
REQUlSITION FOR FUNDS 

Section 4.1. Covenants of Governmental Agencv 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, if requested, appropriate documentation, satisfactory to the 
Authority, in its sole discretion, indicating the following: 

(A) That the Authority and any appropriate regulatory agency of the 
Commonwealth as may be designated by the Authority, 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 and the Project sites heretofore or hereafter acquired shall at all times be and remain 
the property of the Governmental Agency and constitute a part of the System. 

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

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

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

(F) Unless construction of the Project has already been initiated as of the 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 
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furnished lo the Authority. 

(G) Duly authorized representatives of the Authority 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 Governmencal 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 
engineering community shall be prepared prior to the institution of construction in connection 
with each construction contract, or, if construction has already been initiated as of the date of this 
Assistance Agreement, at the earliest practicable date, to indicate the proposed schedule as to 
completion of the Project, and same shall be maintained monthly thereafter to indicate the actual 
construction progress of the Project. 

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

(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 Agency may be readily itemized. 

(L) Any change or changes in a construction contract will be promptly submitted 
to the Authority 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 to the Governmental Agency and approved by state and federal 



agencies, but only to the extent such approvals may be required. 

(0 ) If requested, the Governmental Agency will erect at the Project sites. signs 
satisfactory to the Authori ty noting the participation of the Authority in the financing of the 
Project. 

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

(Q) 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, acting by and through its 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 such documents and 
information as such public bodies may reasonably require in connection with the administration 
of any federal or state grants. 

(R) 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. 

(S) 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. 

(T) The Governmental Agency shall require that each of its contractors and all 
subcontractors maintain during the life of the construction contract, worker' s compensation 
insurance, public liability insurance, property damage insurance and vehicle liability insurance 
in amounts and on terms satisfactory to the Authority. Until the Project facilities are completed 
and accepted by the Governmental Agency, the contractor, shall maintai n 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. 

(U) The Governmental Agency shall provide and maintain competent and 
adequate resident engineering services covering the supervision and inspection of the development 
and construction of the Project, and bearing the responsibility of assuring that Construction 
conforms to the approved plans, specifications and designs prepared by the Engineers. Such 
resident engineer shall certify to the Authority, 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. 

(V) The Governmental Agency shall demonstrate to the satisfaction of the 
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Authority the legal capability of the Governmental Agency to enact. adopt. levy. charge, collect, 
enforce and remit to the Authority the Service Charges of the Governmental Agency described 
in the Schedule of Service Charges attached to and made a part of this Assistance Agreement as 
Exhibit C and submit proof satisfactory to the Authority that the Service Charges are in full force 
and effect as of the submission of the initial Requisition fo r Funds. 

Section 4.2. Disbursements of Loan: Requisition for Funds. The Governmental 
Agency may submit to the Authority (or the Trustee acting on behalf of the Authority, if so 
designated) a Requisition for Funds during the first ten days 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 Project to be obligated 
by contract or otherwise during the month in question, or already obligated and not included in 
any previous accounting; 

(B) A full and complete accounting of any costs of the Project paid by the 
Governmental Agency from its own funds with the approval of the Authority and not included 
in any previous accounting for which it seeks reimbursement; 

(C) A full and complete accounting of any costs of the Project paid or 
requisitioned under any other financing, loan, bond, grant or similar agreement or paid from its 
own funds for which it does not seek reimbursement and which have not been identified in any 
previous requisition form. 

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

Upon the Authority' s receipt of the Requisition for Funds, and such additional 
documentation as it may require, the Authority may direct the Trustee to remit the amount 
requested to the Governmental Agency as a draw upon the Loan. 
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ARTfCLE V 

CERTAIN COVENANTS OF THE GOVERNMENTAL AGENCY; 
PA YME. 'TS TO BE MADE BY GOVERNNfENTAL AGENCY TO THE .-\L'THORITY 

Section 5.1. Imposition of Service Charges. The Governmental Agency hereby 
irrevocably covenants and agrees to comply with all of the tem1s, conditions and requirements 
of this Assistance Agreement. pursuant to which the Loan is to be made by the Authority to the 
Governmental Agency as specified herein and in the Act and the Indenture. The Governmental 
Agency hereby further irrevocably covenants and agrees that it already has, or will, to the extent 
necessary, immediately impose Service Charges upon all persons, firms and entities to whom or 
which services are provided by the System, such Service Charges to be no less than as set forth 
in Exhibit C annexed hereto. If so required, 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 
hereafter authorized by law, and now or hereafter being levied and collected by the Governmental 
Agency and shall be levied and collected solely for the purpose of repaying 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 Repav 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 shaJJ 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 Specifics, 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, 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. 

Section 5.4. Adequacv of Service Charges. The Service Charges herein covenanted 
to be imposed by the Governmental Agency shall be fixed at such rate or rates (and it is 
represented that the Schedule set forth in Exhibit C hereto so qualifies). as shall be at least 
adequate to make the payments at the times and in the amounts set forth in the Schedule of 
Payments, 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 to the Authority by the 
Governmental Agency with a report showing collections and any delinquencies. A report of all 
collections and delinquencies shall be made at least semi-annually on or before each Payment 
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Date identified in the Schedule of Payments. 

Section 5.5. Covenant to Establish Maintenance and Replacement Reserve. The 
Governmenta l Agency shall establish a special account identified as a "Maintenance and 
Replacement Reserve". On or before each payment date identified in the Schedule of Payments, 
the Governmental Agency shall deposit into the Maintenance and Replacement Reserve an amount 
equal to ten percent ( I 0%) of the amount of such Loan payment until the amount on deposit in 
such fund is equal to five percent (5%) of the original principal amount of the Loan (the 
"Required Balance"). Amounts in the Maintenance and Replacement Reserve may be used for 
extraordinary maintenance expenses related to the Project or for the costs of replacing worn or 
obsolete portions of the Project. If amounts are withdrawn from such fund, the Governmental 
Agency shall again make the periodic deposits hereinabove required until the Required Balance 
is reinstated. 

Section 5.6. Covenant to Charge Sufficient Rates; Reports; Inspection. The 
Governmental Agency hereby irrevocably covenants and agrees with the Authority: 

(A) That, as aforesaid, it will at all times impose, prescribed, charge and collect 
the Service Charges set forth in Exhibit C hereto for the services of the Project 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. 

(B) That it will furnish to the Authority not less than annually reports of the 
operations and income and revenues of the Project, and will permit authorized agents of the 
Authority to inspect all records, accounts and data of the Project at all reasonable times. 

(C) That it wi ll 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 to the sale of 
said obligations. 

Section 5.7. Segrel!ation of Funds. The Governmental Agency shall at all times 
account for the income and revenues of the System and distinguish same from all other revenues, 
moneys and funds of the Governmental Agency, if any. 

Section 5.8. Mandatorv Sewer Connection. In the event that the Project consists 
of sanitary sewer facilities, the Governmental Agency hereby irrevocably covenants and agrees 
with the Authority that it will, to the maximum extent permitted by Kentucky lav.r. and by means 
of ordinance, or other appropriate legislative order or action, mandatorily require the connection 
to and use of, the sanitary sewers constituting the Project by all persons owning. renting or 
occupying premises generating pollutants where such sanitary sewers are reasonably available to 
such premises, and to exhaust, at the expense of the Governmental Agency, all remedies for the 
collection of Service Charges, including, either directly or indirectly, pursuant to authority granted 
by Sections 96. 930 to 96.943, inclusive, of the Kentucky Revised Statutes, and the Act, causing 
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termination of water services to any premises where the bill for sewer services is delinquent and 
foreclosure and decretal sale in respect of improvement benefit assessments which are delinquent. 

Section 5.9. Termination of Water Services to Delinquent Users. In the event the 
Project consists of water facilities the Authority covenants and agrees that it shall, pursuant to 
applicable provisions of law, to the maximum extent authorized by law, enforce and collect the 
Service Charges imposed upon users of the Project and facilities constituting the System, and will 
promptly cause water service to be discontinued to any premises where any billing for such 
facilities and services shall not be paid in a timely manner. 
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ARTICLE Yl 

OTHER COVENANTS OF THE GOVERNMENT AL AGENCY 

Section 6. l. Further Assurance. At any rime and all limes the Governmental 
Agency shall, so far as it may be authorized by law. pass, make, do. execute. acknowledge and 
deliver, all and every such further resolutions, acts, deeds. conveyances, assignments, transfers 
and assurances as may be necessary or desirable for rhe bener assuring, conveying, granting, 
assigning and confirming all and singular the rights, assets and revenues herein pledged or 
assigned, or intended so to be, or which the Governmental Agency may hereafter become boW1d 
to pledge or assign. 

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

Section 6.3. Establishment of Completion Date. The completion date for the 
Project shall be evidenced to the Authority by a certificate signed by the Engineer and an 
authorized representative of the Governmental Agency stating that, except for amounts retained 
by the Authority for costs of the Project not then due and payable, (i) the Construction has been 
completed and all labor, services, materials, supplies, machinery and equipment used in such 
Construction have been paid for, (ii) all other facilities necessary in connection with the Project 
have been acquired, constructed, equipped and instaUed 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 adequate records relating to said operation; said records 
to be made available to the Authority upon its request at all reasonable times. 

Section 6.6. Tax Covenant. In the event the Authority issues Bonds which are 
intended to be excludable from gross income for federal income tax purposes to provide the 
funds for the Loan, the Governmental Agency shall at all times do and perform all acts and 
things permitted by law and necessary or desirable in order to assure such exclusion and shall 
take such actions as may be directed by the Authority in order to accomplish the foregoing. The 
Governmental Agency shall not permit ( i) the proceeds of the Loan to be used directly or 
indirectly in any trade or business, ( ii) its payments hereunder to be secured directly or indirectly 
by property to be used in a trade or business, (ii i) 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 wi ll not acquire or pledge any obligations 
which would cause the Bonds to be "arbitrage bonds" within the meaning of the Code. 
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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 which complete and accurate 
entries shall be made of all its transactions relating to the System, which shall at all reasonable 
times be subject to the inspection of the Authority. 

Section 6.8. Financial Statements. Within ninety (90) days after the end of each 
fiscal year of the Governmental Agency, the Governmental Agency shall provide to the Authority, 
itemized financial statements of income and expense and a balance sheet in reasonable detail, 
certified as accurate by a firm of independent certified public accountants or the Auditor of 
Public Accounts of the Commonwealth. All financial information must be satisfactory to the 
Authority as to form and content and be prepared in accordance with generally accepted 
accounting principals on a basis consistent with prior practice unless specifically noted thereon. 
With such financial statements, the Governmental Agency shall furnish to the Authority a 
certificate stating that, to the best knowledge of the authorized representative signing such 
certificate, no default under this Assistance Agreement exists on the date of such certificate, or 
if any such default shall then exist, describing such default with specificity. 

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

Section 6.10. Svstem Not to Be Disposed Of. The Governmental Agency covenants 
and agrees that, until satisfaction in full of its obligations hereunder, it will not sell, mortgage, 
or in any manner dispose of, or surrender control or otherwise dispose of any of the facilities 
of the System or any part thereof ( except that the Governmental Agency may retire obsolete and 
worn out facilities, and sell same, if appropriate). 

Section 6.11. 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 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. 
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ARTICLE Yll 

MAINTENANCE. OPERATION. INSURANCE AND CONDE!'vfNATJON 

Section 7.1. Maintain Svstem. The Governmental Agency agrees that during the 
entire term of this Assistance Agreement, it will keep the Project. including all appurtenances 
thereto, and the equipment and machinery therein, in good and sound repair and good operating 
condition at its own cost so that the completed Project ·will continue to provide the services for 
which the System is designed. 

Section 7.2. Additions and Improvements. The Governmental Agency shall have 
the privilege of making additions, modifications and improvements to the sites of the Project, and 
to the Project itself from time to time provided that said additions, modifications and 
improvements do not impair the operation or objectives of the Project. The Cost of such 
additions, modifications and improvements shall be paid by the Governmental Agency, and the 
same shall be the property of the Governmental Agency and shall be included under the terms 
of this Assistance Agreement as part of the site of the Project, or the Project, as the case may be. 
Nothing herein contained shall be construed as precluding the Authority and the Governmental 
Agency from entering into one or more supplementary Assistance Agreements providing for an 
additional Loan or Loans in respect of additional Projects undertaken by the Governmental 
Agency. 

Section 7.3. Compliance with State and Federal Standards. The Governmental 
Agency agrees that it will at all times provide operation and maintenance of the 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 
Agreement. 

Section 7.4. Access to Records. The Governmental Agency agrees that it will 
permit the Authority and any state or federal agency and their respective agents to have access 
to the records of the Governmental Agency pertaining to the operation and maintenance of the 
Project at any reasonable time following completion of construction of the Project, and 
commencement of operations thereof. 

Section 7.5. Covenant to Insure - Casualtv. 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. 

Section 7.6. Authority as Named Insured. Any insurance policy issued pursuant 
to Section 7.5 hereof, shall be so written or endorsed as to make losses, if any. payable to the 
Governmental Agency, and to the Authority. as their interests may appear. 

Section 7. 7. Covenant to Insure - Liability. The Governmental Agency agrees that 
it will carry public liability insurance with reference to the Project with one or more reputable 
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insurance companies duly qualified to do business in the Commonwealth. insuring against such 
risks (including but not 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 7.8. Covenant Regarding Worker"s Compensation. Throughout the entire 
term of this Assistance Agreement, the Governmental Agency shall maintain worker's 
compensation coverage, or cause the same to be maintained. 

Section 7.9. Application of Casualtv Insurance Proceeds. If, prior to the completion 
of the term of this Assistance Agreement, the Project shall be damaged or partially or totally 
destroyed by fire, windstorm or other casualty, there shall be no abatement or reduction in the 
amount payable by the Governmental Agency pursuant to the terms of this Assistance Agreement, 
and the Governmental Agency will ( 1) promptly repair, rebuild or restore the Project damaged 
or destroyed~ and (2) apply for such purpose so much as may be necessary of any net proceeds 
of insurance resulting from claims for such losses, as well as any additional moneys of the 
Governmental Agency necessary therefor. All net proceeds of insurance resulting from claims 
for such losses shall be paid to the Governmental Agency, and shall be promptly applied as 
herein provided. 

Section 7.10. Eminent Domain. In the event that title to, or the temporary use of, 
the Project, or any part thereof, shall be taken under the exercise of the power of eminent domain 
by any governmental body or by any Person acting under governmental authority, there shall be 
no abatement or reduction in the minimum amounts payable by the Governmental Agency to the 
Authority pursuant to the terms of this Assistance Agreement, and any and all net proceeds 
received from any award made in such eminent domain proceedings shall be paid to and held by 
the Governmental Agency in a separate condemnation award account and shall be applied by the 
Governmental Agency in either or both of the following ways, as shall be determined by the 
Governmental Agency in its sole discretion: 

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

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

Any balance of the net proceeds of the award in such eminent domain proceedings 
after the carrying out of the mandatory proceedings stipulated in (A) and (8 ) of this Section 7 .10, 
shall be paid to the Governmental Agency upon delivery to the Authority of a certificate signed 
by an authorized officer of the Governmental Agency to the effect that the Governmental Agency 
has complied with either subparagraph (A) or (B), or both, of this Section, and written approval 
of such certificate by an authorized officer of the Authority. In no event will the Governmental 
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Agency voluntari ly 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. 
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ARTrCLE Vfll 

EVENTS OF DEFAULT AND REMEDIES 

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

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

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

(C) The dissolution or liquidation of the Governmental Agency, or the voluntary 
initiation by the Governmental Agency of any proceeding under any federal or 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. 

(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, the Authority 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 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. 

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 
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the rights of the Authority under this Assistance Agreement. the Authority shall be entitled, as 
a matter of right, to the appointment of a receiver or receivers of the System and all receipts 
therefrom, pending such proceedings, with such power as the court making such appointment 
shall confer: provided. however. that the Authori ty 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 Remedv Exclusive. No remedy herein conferred upon or reserved 
to the Authority is intended to be exclusive, and every such remedy will be cumulative and will 
be in addition to every other remedy given hereunder and every remedy now or hereafter existing 
at law or in equity. No delay or omission to exercise any right or power accruing upon any 
default will impair any such right or power and any such right and power may be exercised from 
time to time and as often as may be deemed expedient. 

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

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

Section 8.7. Arz:reement to Pav Attomevs' Fees and Expenses. In the event that 
either party hereto will 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 IX 

HSCELLAJ'1EOUS PROVISTONS 

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

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

Section 9.3. Effective Date. This . .<\ssistance Agreement shall become effective as 
of the date first set forth hereinabove and shall continue to 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, nor assignable by either parties without the written consent of 
the other party. 

Section 9.5. Sevetabilitv. In the event that any prov1s1on of this Assistance 
Agreement will be held invalid or unenforceable by any court of competent jurisdiction, such 
holding will not invalidate or render unenforceable any other provision hereof. 

Section 9.6. Execution in Counterparts. This Assistance Agreement may be 
simultaneously executed in several counterparts, each of which will be an original and all of 
which will constitute but one and the same instrument. 

Section 9.7. Applicable Law. This Assistance Agreement will be governed by and 
construed in accordance with the laws of the Commonwealth. 

Section 9.8. Venue. The parties hereto agree that in the event of a default by the 
Governmental Agency pursuant to the provisions of Article 8 of this Agreement. the Authority 
shall, to the extent permitted under the laws of the Commonwealth. have the right to file any 
necessary actions with respect thereto in Franklin Circuit Court. 

Section 9.9. Captions. The captions or headings herein are for convenience only 
and in no way define, limit or describe the scope or intent of any provisions or sections of this 

23 



Assistance Agreement. 
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IN WITNESS WHEREOF, the parties h ret have caused thi s sistance Agreement 
to be ex cuted by their respective duly authorized officers as of the day and year above written. 

TTE T: 

T itle ________ _ 

ATTEST: 

8: ----------

Title: Secretary 

APPROVED: 

ANCE AND 
CABIN T OF THE 

CO TH OF KE TUCKY 

. Ml D: 

LEGAL 
I FRA 

L TO THE KENTUCKY 
RE A THORITY 
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KENT KY I FR TR CTURE 
A THORJTY 

B 

GOVERNMENTAL AGEN Y: 
BEAVER-ELKHORN WATER DISTRICT, 
FLOYD COUNTY, KENTUCKY 

B 

Title: Chairman 



EXHIBIT A 
PROJECT SPECIFICS 

B295-01 

NAME: Beaver-Elkhorn Water District , Floyd County 

CONTACT PERSONS: Homer Hall, Chariman 
Beaver-Elkhorn Water District 
PO Box 769 
Martin, Kentucky 41649 
(606) 358-3491 

Eric Ratliff 
Big Sandy Area Development Dlstr1ct 
503 South Lake Drive 
Prestonsburg, Kentucky 41653 

ENGINEER: 

(606) 866-2374 

Bill McDonald 
Howard K. Bell, Inc. 
354 Waller Avenue 
Lexington, Kentucky 40565-0546 
(606) 278-5412 

LIABILITY INSURANCE 
COVERAGE: 

Death or Personal Injury (per person) 
Death or Personal Injury (per occurrence) 
Property Damage on System 

ADMINISTRATIVE FEE: .20% 
DEFAULT RATE: 0% 

PROJECT COST 
BREAKDOWN: 

Administra ion 
Engineering 

Design 
Bidding 
General 
Aeslden1 Inspection 

Prior Construction 
Construction 
Legal 
Property/Easements 

Contingencies 
Capitalized Interest 
TOTAL 

$ 39,600 

251,556 
54,478 
37 551 
86,625 
18,596 

2,750,000 
19,000 
15,000 

170.401 
5,000 

$ 3,447,807 



PAYMENT DATES: 

LOAN RATE: 
LOAN AMOUNT: 
FINAL LOAN TERM: 

ESTIMATED ANNUAL 
PRINCIPAL & INTEREST: 
ADMINISTRATIVE FEE: 

EST. ANNUAL DEBT SERVICE 

OTHER FINANCING SOUACES: 

KIA Grant Funds 

DEBT OBLIGATIONS 
CURRENTLY OUTSTANDING: 

PROJECT DESCRIPTION: 

The December 1 or June 1 succeeding the 
project completion date w hich is at least three 
months, but no more than nine months, after 
the project completion date. 

3.0% 
$2,847,807 

30 years 

$ 144,631 
5,695 

$ 150,326 

$600,000 

On September 16, 1991 the Kentucky Infrastructure Authority approved a combined loan 
and grant conditional funding agreement to the Beaver~Elkhorn Water District for 
upgrading the water treatment plant and construction of several water lines to serve 
approximately 1,500 residences. After the original approval, the project was divided into 
three phases. This project represents the third and last phase . 



EX"111BIT B 

REQUE T FOR P YME T WITH RE PECT TO 
AS I TA1 CE AGREEME T DATED OCTOBER 1. 1995 

Request o. __ 

ORIG! AL SENT TO: 

COPY SENT TO: 

Dated 

Kentucky Infrastructure Authority 
Room 075, apitol Annex 
Frankfort Kentucky 40601 

Mr. Glenn Oldham 

---

Department for Local Government 
1024 Capitol Center Drive, uite 340 
Frankfort, Kentucky 40601 

FROM: Beaver-Elkhorn Water District, Floyd County, Kentucky ("Governmental Agency") 

Gentlemen: 

The above identified Governmental Agency has entered into an ssistanc Agreement with the 
Kentucky Infrastructure Authority (th "Authority") for the acquisition and construction of 
facilities described in the Assi tance Agreement as the "Project." 

Pursuant to th Assistanc greement w hereby certify that we hav incurred the foll wing 
expens sin connection with the Project and that the Authority 's funding share of th se expenses 
is in th amount sod noted in this requ st totaling$ ___ _ 

Documentation supporting the e penses incurred and identified per this rcqu st are attached. 

JECT EXP 

A- I 

Expenses 
thi 

R gu st 

URRED 

· xpenses 
to 
at1;; 



Fundine ource 

Totals 

ALLO 

Portion of 
Expenses this R quest 

Portion of Expenses 
T Lal to Date 

The Go ernmental Agency certifies it has also paid Project expenses or has 
submitted requisitions to the applicable funding sources for Project expenses which have not been 
identified in any pre ious Request or Payment as follows: 

Funding ource 
Amount of Payment 
or Requisition 
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Date of Pa 1ment 
or Requisition 

Resp ct ull · ubmin d, 

Go rnm ncal g nc 

By ____________ _ 

Title ------------



Certificat of Consulting Engine rs as to 
Payment Request 

The undersigned a duly qualified and licensed Engineer her b certi fies that h or she represents 
the Governmental Agency submitting this request in connecrion with the "Eligible Project11 and 
that all expenses represented in this request were duly incurred for the Construction of the 
"Project " that the Authority s funding share of these expenses is accurately represented and that 
such expenses have not been the subject of any request for disbursement previously submitted. 

Firm Nrun 
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EXHIBIT C 

SCHEDULE OF SERVICE CHARGES 
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EXHIBIT D 

RESOLUTION ___ _ 

RESOLUTTOJ\: OF THE BEAVER~ELKHORN WATER D[STRICT. FLOYD 
COUNTY. KENTUCKY, .L\.PPROVING AND AUTHORIZING AN ASSISTANCE 
AGREEMENT BETWEEN THE BEAVER-ELKHORN WATER DISTRICT, 
FLOYD COUNTY. KENTUCKY AND THE KENTUCKY rNFRASTRUCTURE 
AUTHORJTY. 

WHEREAS, the Board of Commissioners. ("'governing auchority'') of the Beaver­
Elkhorn Water District, Floyd County, Kentucky ("Governmental Agency'') has previously 
determined that it is in the public interest to acquire and construct certnin facilities and 
improvements to che GovernmentaJ Agency's water system (the "Project'I); and 

WHEREAS. the Governmental Agency has made application to the Kentucky 
lnfrasttucture Authority (tl1e '' Authority") for the purpose of providing monies to construct the 
Project: and 

WHEREAS. in order to obtain such monies, the Governmental Agency is required 
to enter into an Assistance Agreemenl with the Authority; 

NOW, THEREFORE. BE IT RESOLVED by the Beaver-Elkhorn Water Disuict, 
Floyd County. Kentucky. as fo llows: 

SECTION 1. That the governing authority hereby approves and authorizes the 
Assistance Agreement between the Governmental. Agency and the Authority substantially in the 
fOTm on file with the Governmental Agency for the purpose of providing the necessary financing 
to the Governmental Agency for the Project. 

SECTION 2. That any officer of the Governmental Agency be and hereby is 
authorized, directed and em.powered to execute necessary documents or agreements. and to 
otherwise act on behalf of the Governmental Agency to effect such tinnnc1ng 

SECTION 3. Thal this resolution shal l take effect at the earliest time provided hy 
law 

ADOPTED on __ ✓_e_~_1_.:,_/-'9'"""'.)"------• 1 995 

Presiding Officer 
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ttest: 

Title: - --- ------- -
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CERTIFIC TE 

I the undersigned hereby certif that I am the du! qualified and acting Secretary 
of the Beaver-Elkhorn Water District, Floyd aunty, Kentucky· that the foregoing is a fu ll. tru 
and correct copy of a Resolution adopted by the go erning authority of said Governmental 
Agency at a meeting duly held on ______ , I 995; that said official action appears as a 

matter of public record in the official records or journal of the governing authority; that said 
meeting was held in accordance \:vith all applicable requirements of Kentuck law including KR 
61.810, 61.815, 61.820 and 61.825; that a quorum was present at said meeting; that said official 
action has not been modified, amended, revoked or repealed and is now in full force and effect. 

lN ESTlMONY WH ◄ REOF witn ss my signature this _ day of ___ _ 
_, 1995. 

Recording Officer 
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EXHIBIT E 

OPINION OF COUNSEL 

[Letterhead of Counsel to Governmental Agency j 

Kentucky Infrastructure Authority 
Room 075 Capitol Annex 
Frankfort, Kentucky 

[Date] 

RE: Assistance Agreement by and between Kentucky Infrastructure Authority 
and Beaver-Elkhorn Water District, Floyd County, Kentucky, dated as of 
October 1, 1995 

Ladies and Gentlemen: 

The undersigned is an attorney at law duly admitted to the practice of law in the 
Commonwealth of Kentucky and is legal counsel to Beaver-Elkhorn Water District, hereinafter 
referred to as the "Governmental Agency". I am familiar with the organization and existence of 
the Governmental Agency and the laws of the Commonwealth applicable thereto. Additionally 
I am familiar with the infrastructure project (the "Project") with respect to which the Assistance 
Agreement by and between the Kentucky Infrastructure Authority ("Authority") and the 
Governmental Agency is being authorized, executed and delivered. 

I have reviewed the form of Assistance Agreement by and between the Authority 
and the Governmental Agency, the resolution or ordinance of the governing authority authorizing 
the execution and delivery of said Assistance Agreement and the plans, designs and specifications 
prepared by the Engineers for the Governmental Agency with respect to the Project. 

Based upon my review I am of the opinion that: 

1) The Governmental Agency is a duly organized and ex1stmg 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 obligation of the Governmental Agency 
enforceable in accordance with its terms, except to the extent that the enforceability thereof may 
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be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or 
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors' 
rights or remedies generally. 

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

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

5) The execution and delivery of the Assistance Agreement and the 
performance by the Governmental Agency of its obligations thereunder does not and will not 
conflict with, violate or constitute a default under any court or administrative order, decree or 
ruling, or any law, statute, ordinance or regulation, or any agreement, indenture, mortgage, lease, 
note or other obligation or instrument, binding upon the Governmental Agency, or any of its 
properties or assets. The Governmental Agency has obtained each and every authorization, 
consent, permit, approval or license of, or filing or registration with, any court or governmental 
department, commission, board, bureau, agency or instrumentality, or any specifically granted 
exemption from any of the foregoing, that is necessary to the valid execution, delivery or 
performance by the Governmental Agency of the Assistance Agreement and the imposition of the 
Service Charges. 

6) To the best of my knowledge after due inquiry there is no action, suit, 
proceedings or investigation at law or in equity before any court, public board or body pending 
or threatened against, affecting or questioning (i) the valid existence of the Governmental Agency, 
(ii) the right or title of the members and officers of the Governmental Agency to their respective 
positions, (iii) the authorization, execution, delivery or enforceability of the Assistance Agreement 
or the application of any monies or security therefor, (iv) the construction of the Project, (v) the 
validity or enforceability of the Service Charges or ( vi) that would have a material adverse impact 
on the ability of the Governmental Agency to perform its obligations under the Assistance 
Agreement. 

7) None of the proceedings or authority heretofore had or taken by the 
Governmental Agency for the authorization, execution or delivery of the Assistance Agreement 
has or have been repealed, rescinded, or revoked. 

8) All proceedings and actions of the Governmental Agency with respect to 
which the Assistance Agreement is to be delivered were had or taken at meetings properly 
convened and held in substantial compliance with the applicable provisions of Sections 61.805 
to 61 .850 of the Kentucky Revised Statutes. 

Very truly yours, 
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EXHIBIT F 

TO ASSISTANCE AGREEME1 T BETWEEN 
BEA VER-ELKHORN WATER DISTRICT. FLOYD COUNTY. KENTUCKY 

("GOVERNMENT AL AGENCY") AND 
THE KENTUCKY INFRASTRUCTURE AUTHORITY 

Total Loan to be Repaid by 
Governmental Agency to 
Kentucky Infrastructure Authority 

Principal and Interest Payable 
on Each June I and December 1 

F-1 

$2.847,807.00 



It is understood and agreed by the parties to this ssistance greement that this 

Exhibit F is an integral part of the Assistance Agreement between the Go\'emmental A_ency and 

the Kentucky Infrastructure Authority. 

IN WITNESS WHEREOF the parties have caused this Exhibit F to ssistance 

Agreement to be executed by their respective du! authorized officers as of th date of said 

Assistance Agreement. 

KENTUCKY TNFRASTRU TURE AUTHORITY 

By _________________ _ 

Title ------------------

Governmental Agency 

By: ________________ _ 

Title: _________________ _ 

ATT T: 

Titl 
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EXHIBIT G 

ADDITIONAL COVENANTS AND AGREEMENTS 

NONE 

4901 
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BOND RESOLUTION 

SOUTHERN WATER AND SEWER DISTRICT 

AUT1-IORJZING 

SOUTHERN WATER AND SEWER DISTRICT 

WATERWORKS REVENUE BONDS1 SERIES 2009 

IN THE PRINCIPAL AMOUNT OF 

$530,000 
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Section 101. 
Section I 02. 
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Section 105. 
Section I 06. 
Section I 07. 
Section J 08. 
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Section 20 I . 
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BOND RESOLUTION 

RESOLUTION OF THE SOUTHERN WATER AND SEWER DISTRICT, 
AUTHORIZING AND PROVIDING FOR THE ISSUANCE AND SALE OF 
$530,000 PRINCIPAL AMOUNT OF SOUTHERN WATER AND SEWER 
DISTRICT WATERWORKS REVENUE BONDS, SERIES 2009 FOR THE 
PURPOSE OF FINANCING THE COST (NOT OTHERWISE PROVIDED) OF 
THE CONSTRUCTION OF EXTENSIONS, ADDITIONS AND 
IMPROVEMENTS TO THE EXISTING WATER WORKS SYSTEM OF SAID 
DISTRICT; SETTING FORTH TERMS AND CONDITIONS UPON WHICH 
SAID BONDS MAY BE ISSUED AND OUTSTANDING; PROVIDING FOR 
THE COLLECTION, SEGREGATION AND DISTRIBUTION OF THE REVE­
NUES OF SAID WATERWORKS SYSTEM; AND PROVIDING FOR AN 
ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS. 

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

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

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

WHEREASi it is the desire and intent of the District at this time to authorize and provide for 
the issuance of revenue bonds in the principal amount of $530,000 (the "Current Bonds''), fortbe 
purpose of financing the cost (not otherwise provided) of tbe construction of extensions, additions 
and improvements to the System of the District, in accordance with plans and specifications prepared 
by Kentucky Engineering Group, Inc. and to prescribe the covenants of the District, the rights of 
Bondowners and the details of the issuance and sale of the proposed Current Bonds, and 

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

WHEREAS~ the District desires and intends that the Current Bonds be issued so as to rank 
on a parity basis with the Prior RD Bonds, and 

WHEREAS, the Prior RD Bonds were issued to and are now held by the Rural Development 
of the Department of Agriculture of the United States of America (the "RD"), and 



WHEREAS, the RD, as the Owner of the Prior RD Bonds, has consented to the issuance by 
the District of the Current Bonds, and 

WHEREAS, the Public Service Commission of Kentucky will grant to the District a 
Certificate of Public Convenience and Necessity, authorizing the construction of said extensions, 
additions and improvements, and 

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF 
COMMISSIONERS OF THE SOUTHERN WATER AND SEWER DISTRICT; AS FOLLOWS: 

.., .. 



ARTICLE I. DEFINITIONS; PURPOSE; AUTHORIZATION OF BONDS; 
SECURJTY. 

Section 101. Defmitions. As used in this Resolution_, unless the context requires otherwise; 

"Act'1 refers to Chapters 58 and 74 of the Kentucky Revised Stati.tes. 

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

118011d Counsel'1 refers to an attorney or firm of attorneys recognized nationally as experts in 
the field of municipaJ bond law and shall be deemed to refer to Rubin & Hays, Louisvllle, Kentucky, 
or their successors. 

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

"Bonds of 2002" or "Series 2002 Bonds" refer to the outstanding Southern Water and Sewer 
District Waterworks Revenue Bonds, Series 2002, dated December 17, 2002, in the original 
authorized principal amount of $$2,515,000. 

"Bonds o/2005" or ''Series 2005 Bonds 11 refer to the outstanding Southern Water and Sewer 
District Waterworks Revenue Bonds, Series 2005, dated November 3, 2005, in the original 
authorized principal amount of $$225,000. 

"Bands of2007" or "Series 2007 Bonds II refer to the outstanding Southern Water and Sewer 
District Waterworks Revenue Bonds, Series 20071 dated May 30, 2007, in the original authorized 
principal amount of $$589,573. 

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

11Bond Resolution o/2002 11 or ''Prior Bond Resolution "refer to the Resolution authorizing the 
Bonds of 2002, duly adopted by the Board of Commissioners of the District on May 20, 2002. 

''Bond Resolution o.{2005" or 11 Prior Bar1dResolution II refer to the Resolution authorizing the 
Bonds of 2005, duly adopted by the Board of Commissioners of the District on October 24, 2005. 

''BandResolJJtion a/200711 or"Prior Bond Resolution" refer to the Resolution authorizing the 
Bonds of 2007, duly adopted by the Board of Commissioners of the District on May 24. 2007. 

"Chairman'' refers to the elected or appointed Chairman or Chairperson of the Commission. 
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"Code" refers to the Internal Revenue Code of 1986, as amended, and the Treasury 
Regulations relating thereto. 

''Co,nmission 11 refers to the Board of Commissioners of the District, or such other body as 
shall be the governing body of said District under the laws of Kentucky at any given time. 

"Construction Account'' refers to the Southem Water and Sewer District Construction 
A ccount, created in Section 301(B) of this Current Bond Resolution, 

11Contractors'' refers to the general contractors who have been employed by the District to 
construct the Project. 

''Current Bond Resolution" or 1'Re$olurion 11 refer to this Resolution authonzing me Current 
Bonds. 

"Current Bonds" refers to the $530,000 of Southern Water and Sewer District Waterworks 
Revenue Bonds, Series 2009 authorized by this Reso1ution, to be dated as of the date of issuance 
thereof. 

''Current Sinking Fund" refers to the Southern Water and Sewer District Sinking Fund of 
2002, described in Section 401 of this Resolution. 

"Depreciation Fund" refers to the Southern Water and Sewer District Waterworks 
Depreciation Reserve Fund~ described in Section 402 of this Resolutjon, 

"District" refers to the Southern Water and Sewer District of Floyd and Knott Counties, 
Kentucky. 

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

11Event of Default" refers to one or more of the Events of Default set forth i.n Section 701 of 
this Resolution. 

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

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

"Funds" refers to the Construction Account, the Revenue Fund, the Current Sinking Fund, 
Prior Sinking Fund, the Depreciation Fund and the Operation and Maintenance Fund. 
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''Government" refers to the United States of America, or any agency thereof, including RD. 

"Independent Consulting Engineer'1 refers to a consulting engineer or a finn of cons~lting 
engineers ofrecognized excellent reputation in the field of waterworks system engineering, and such 
definition includes the Engineers named above. 

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

"KJA" refers to the Kentucky Infrastructure Authority, an agency and instrumentality of the 
Commonwealth of Kentucky. 

"KIA Loans" refers tt> the outstanding 1993 KIA Loan, 1995 KIA Loan and 2005 KIA Loan. 

"1993 KIA Loan" refers to the outstanding Kentucky Infrastructure Authority Loan, dated 
March 15, 1993. 

1'1995 KIA Loan" refers to the outstanding Kentucky Infrastructure Authority Loan, dated 
February 21, 1995. 

112005 KIA Loan" refers to the outstanding Kentucky Infrastructure Authority Loan,, dated 
January I, 2005. 

"Line of Credit'' refers to the First Guaranty Bank line of credit to the District, dated May 2, 
20091 in the maximum principal amount of $250,000. 

''Local Counsel'' refers to Ralph H. Stevens, Esq., Prestonsburg, Kentucky, or any other 
attorney or firm of attorneys designated by the District. 

"Multiple Advances" refers to the advance of loan funds from the RD as described in 
Section 3 02 of th.is, Resolution. 

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

"Operation and Maintenance Fund" refers to the Southern Water and Sewer District 
Waterworks Operation and Maintenance Fund described in Section 401 of this Resolution. 
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''Outstanding Bonds" refers to the outstanding Bonds, and does not refer to, nor include, any 
Bonds for the payment of the principal and interest of which sufficient funds will have been 
deposited and earmarked for payment of Bonds; provided all Outstanding Bonds of any series held 
by the RD shall be deemed to constitute Outstanding Bonds until paid regardless of the deposit of 
funds to pay for same. 

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

"Prior Bonds 1' refers collectively to the KIA Loans, the Bonds of 2002, the Bonds of 2005, 
1he Bonds of 2007 and the Line of Credit. 

''Prior RD Bonds'' refers collectively to the Bonds of 2002i the Bonds of2005 and the Bonds 
of 2007. 

''Pn'or RD Bond Resolulion" refers collectrvely to the 2002 Bond Resolution, the 2005 Bond 
Resolution and the 2007 Bond Resolution. 

"Prior Sinking Fund" refers to the Southern Water and Sewer District Waterworks Sinking 
Fund, descn'bed in Section 40J of this Resolution. 

''Project'' refers specifically to the construction of the currently proposed extensions, additions 
and improvements to the System of the District, which Project is being .financed by the Current 
Bonds and by ot11er funds. 

''P'Urchaser11 refers to 1:he agency, person, firm or firms, or their successors, to whom the 
Current Bonds herein authorized are awarded at the public sale of the Current Bonds. 

''RD" refers to the Rural Development of the Department of Agriculture of the United States 
of America. 

"RD Grant 11 refers to the grant to the District from RD in the amount of$229,000, 

''Required Signatures" refers to the signatures necessary to be obtained with reference to the 
approval of the expenditures robe made from the Construction Account, which required signatures 
shall consist of the signatures of (1) the Chairperson; (2) the Engineers; and (3) the Purchaser; 
provided, however, any expenditures for issuance and administrative costs and the costs of any 
equipment which is not permanently affixed to the real estate shall not require the signature or the 
approval of the Engineers. 
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"Revenue Fund'' refers to the Southern Water and Sewer District Waterworks Revenue Fund, 
described .in Section 401 of this Resolution. 

11Secretary" refers to the elected or appointed Secretary of the Commission. 

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

11Treasurer11 refers to the elected or appointed Treasurer of the Commission. 

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

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

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

Section 103. Construction Award Approved; WorkAuthorized. The Commission 
hereby authorizes, approves1 ratifies and confirms its previous action in advertising for and taking 
steps toward awarding the contracts for the construction of the Project to the lowest and best bidders, 
and further approves the action of the District officials in entering into formal contracts with s&id 
bidders, subject to the necessary approvals being obtained. Authority is hereby given for undertaking 
the construction ofthe Project according to the plans and specifications heretofore prepared by the 
Engineers for the District, after all necessary approvals have been obtained. 

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

Section 105. Authorization of Bonds. The District has heretofore determined that the total 
cost of the Project, including preliminary expensesi land and rights-of~way-, engineering expense, 
capitalized interest during construction, legal and administrative costs, publication costs, initial 
deposits required and all incidental expenses, will not exceed $759,000, which includes the RD 
Grant. Therefore, it is hereby determined to be necessary in order for the District to finance the cos t 
(not otherwise provided) of the Project that the District issue a total of $530,000 of Current Bonds. 
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Accordingly1 for the purpose of financing the cost (not otherwise provided) of the Project, 
under the provisions of the Act, there is hereby authorized to be issued and sold $530,000 principal 
amount of Southern Water and Sewer District Waterworks Revenue Bonds, Series 2009. 

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

Interest on the Current Bonds shall be payable semiannually on January 1 and July 1 of each 
year1 provided that the first interest payment period will cover interest only from the date of delivery 
of the Current Bonds to the ensuing January 1 or July l, as the case may be. Principal of the Current 
Bonds shall be payable on January I of each of the respective years until maturity, as set out in 
Section 201 hereof. 

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

Section 107. Current Bonds Shall be Payable on Out of Gross Revenues. The Current 
Bonds and any additional Parity Bonds that may be issued under the conditions and restrictions 
hereinafter set forth, shall be secured by and payable on a parity with the Prior RD Bonds, after 
providing for all of the principal and interest requirements of the outstanding KIA Loans and the 
Line of Credit. 

Section 108. Lien on Contracts.In addition to the revenue pledge securing the Bonds, a lien 
is hereby created and granted in favor of the Bondowners on all contracts, and on all other rights of 
the District pertaining to the System, enforceable by assignment to any receiver or other operator 
proceeding by au.thority of any court. 



ARTICLE 2. THE BONDS; BOND FORM; PREPAYMENT. 

Section 201. Principal Payments. Principal payments due on the Current Bonds shall be 
as set forth in the schedule of maturities set out in Exhibit A attached to this Resolution and 
incorporated herein. 

Section 202. Issuance of Current Bonds: Bond FonnThe Purchaser of the Current Bonds 
at the public sale shall take delivery of the Current Bonds in the form of one or more fully registered 
bonds, as set forth in Exhibit B attached hereto and incorporated herein, amounting in the aggregate 
to the principal amount of the Current Bonds authorized herein, maturing as to principal as set out 
in Section 201. The Current Bonds shall be numbered R-1 and consecutively upward thereafter. 
Such Current Bonds shall, upon appropriate execution on behalf of the District as prescribed, 
constitute the entire bond issue herein authorized, shall be negotiable (subject to registration require­
ments as to transferability), registered as to principal and interest and payable as directed by the 
registered Owner. 

Section 203. Place of Payment and Manner of Execution. Both principal of and 
interest on the Current Bonds shall be payable at the place and in the manner set out in the fonn of 
such Current Bond. The Current Bonds shall be executed on behalf of the District by the manual or 
facsimile signature of the Chairperson of the District, with the Corporate Seal of the District affixed 
thereto and attested by the manual or facsimile signature of the Secretary of said District. 

If either ofthe officers whose signatures appear on the Current Bonds ceases to be such officer 
before delivery of said Current Bonds, such signatures shall nevertheless be valid for all purposes 
the same as if such officers had remained in office until delivery. 

Section 204. Provisions as to Prepayment Except when all of the Current Bonds are 
held by the Government, principal maturities falling due prior to January 1, 2019, shall not be subject 
to prepayment Principal maturities falling due on and after January 1, 2019, shall be subject to 
prepayment by the District on any .interest payment date falling on and after January 1, 2018, at par 
plus accrued interest, without any prepayment penalty. 

So long as all of the Current Bonds are owned by the Government, all or any of the Current 
Bonds, or in a multiple of $100, may be prepaid at any time in inverse chronological order of the 
principal maturities due, at par plus accrued interest without any prepayment penalty. 

Notice of such prepayment shall be given by certified mail to the Bondowner or his assignee, 
at least 30 days prior to the date fixed for prepayment. Notice of such prepayment may be waived 
with the written consent of the Bondowner. 
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ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING; 
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS. 

Section301. Constr11CtionAccount; Application of Proceeds of Bonds; Other Transfers 
and Deposits. The Treasurer, or such other District official as shall be designated by the 
Commission_, shall be the custodiau of all funds belonging to and associated with the System. All 
moneys in excess of the amount insured by the FDIC in the Construction Account shall be secured 
by the Depository Bank in accordance with U. S. Treasury Department Circular No. 176. The 
officials of the District entrusted with the receipt and disbursement of revenues of the System and 
the custody of valuable property shall be covered by a fidelity bond in the amount of not less than 
$211,000 (the "Fidelity Bond''), or such larger amount as ·the RD may require, which Fidelity Bond 
shall be effective and secured by a surety company approved by the RD so long as it is owner of any 
of the Current Bonds. The RD and the District shall be named co-obligees in such Fidelity Bond and 
the amount thereof shall not be reduced without the written consent of the RD. Whenever sums in 
the Funds shall exceed $211 ,000, the Fidelity Bond shall be increased accordingly as requested by 
and with the approval of the RD. 

A. Covenants Applicable if RD Purchases Current Bonds. It is acknow-
ledged that all covenants herein with reference to the necessity for approval of the RD, the necessity 
of observing RD regulations and procedures and the necessity of using RD forms (the "RD Forms"), 
shall apply only if the RD is the Purchaser of the Current Bonds and only so long as the RD holds 
the Current Bonds thereafter. In the event that the RD sha11 not be the Purchaser of the CUTTent 
Bonds, or, after purchasing same, shall sell or transfer the Current Bonds to an Owner who shall not 
be the Government, all covenants herein with reference to the necessjty for approval of the RD, the 
necessity of observing RD regulations and procedures, and the necessity of using RD Forms, shall 
not be applicable. 

B, Application offroceeds of Current Bonds. The proceeds of the Current 
Bonds shall be applied as follows: 

(1) Payment of Interim Financing, Costs of Project 
and Costs of Issuance. Simultaneously with the delivery of the Current Bonds, there shall 
immediately be paid to the Interim Lender (or the RD if Multiple Advances are made) an 
amount sufficient to pay principal of and interest on any temporary loans borrowed by the 
District in anticipation oflhe sale and delivery of the Current Bonds and/or of the receipt of 
any grant proceeds. Also, at the time of delivery of the Current Bonds, there shall be paid all 
amounts then due and payable in connection with the costs of the Project and in connection 
with the issuance of the Current Bonds. 

(2) Construction Account. If and to the extent that the 
proceeds of the Current Bonds shall be in ex-cess of the amount necessary to pay the interest, 
principal and costs referred to in subparagraph B( I) of this Section, such excess amount shall 
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immediately be deposited in the "Southern Water and Sewer District Construction Account" 
hereby created, which shall be established at the Depository Bank. 

(3) Withdrawal of Funds From Construction 
Ac~ount. Prior to the expenditure by the District of any moneys from the Construction 
Account, the District must obtain written approval from the RD as to such expenditures, if 
the RD is the Owner of any Outstanding Bonds. The proceeds of said Construction Account 
shall be withdrawn only on checks signed by the Chairperson, the Treasurer ( or by such other 
official of the District as may be authorized by the Commission), provided such official shall 
be covered by the Fidelity Bond required by Section 301 of this Resolution, in payment for 
services and/or materials supplied in connection with the Project, as evidenced by (]) a 
Requisition Certificate; and (2) invoices and/or partial payment estimates bearing the written 
approval of the Engineers and the Chairperson (or by such other official of the District as may 
be authorized by the Commission), and which invoices and/or partial payment estimates must 
have been reviewed and approved for payment by the designated RD official. 

Written approval or certification of the Engineers shall not be required for 
matters not under the jurisdiction of the Engineers, such as legal fees, land acquisition and 
related items. 

During construction1 the District shall disburse Construction Account funds 
1n a manner consistent with RD Instruction 1780. 

The District shall prepare and submit any and all RD Fonns required by the 
RD. Periodic audits of the District's Construction Account records shall be made by RD as 
determined by it to be necessary. 

(4) Transfer of Capitalized Interest to Current 
Sinking Fund. There shall be transferred from the Construction Account an amount 
sufficient to provide for capitalized interest (initially estimated at $7,000) during the 
construction of the Project, as approved by the Engineers and by the RD. If and to the extent 
not theretofore expended in paying interest on interim financing and if and to the extent then 
needed to pay interest during the remaining period of construction of the Project, such amount 
so transferred from the Construction Account shall be deposited in the CUrrent Sinking Fund. 

(5) Investment of Funds in Construction Account. 
Pen.ding disbursement of amounts on deposit in the Construction Account, all such funds, or 
such portion of said amounts on deposit in said Construction Account as is designated by the 
Commission, shall be invested for the benefit of such Construction Account in Certificates 
of Deposit, savings accounts or U .S. Obligations which may be converted readily into cash; 
having a maturity date prior to the date when the sums invested will be needed for costs of 
the Project (as detennined by the Engineers, the Chairperson and the RD)1 provided that to 
the extent that any amounts on deposit in said Depository Bank shall cause the total deposits 
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of the District in said Depository Banlc to exceed the amount insured by the FDIC, the same 
shall be continuously secured by a valid pledge of U .S. Obligations, having an equivalent 
market value, in confonnity with Section 66.480 of the Kentucky Revised Statutes. 
Investments in Certificates of Deposit may be made only jf a separate RD Penn 402-4 
Agreement is executed, if the RD has purchased any of the Bonds, and investments in 
Certificates of Deposit or savings accounts may be made only in such Certificates or accounts 
of an FDIC bank. Any such invesbnents will be a part of the Construction Account, and 
income from such investments will be credited to the Construction Account. All such 
investments shall be subject to the limitations set out in Section 303 hereof. 

(6) Statements of Contractors, Engineers and 
Attorneys as to Payment. Prior to the delivery of the Current Bonds, if the RD is the 
Purchaser of the Current Bonds, the District will be requfred to provide the RD with 
statements from the Contractors, Engineers and attorneys for the District that they have been 
paid to date in accordance with their contract or other agreements and, tn the case of any 
Contractor, that he bas paid his suppliers and subcontractors. Any exceptions must be 
authorized unde.r RD Instruction 1780. 

(7) Disposition of Balance in Construction Account 
After Completion of Project. When the Project has been completed and all construction 
costs have been paid in full l as certified by the Engineers for the District and/or by the RD, 
any balance then.remaining in the Construction Account may, witb the consent of the RD, be 
applied to the cost of constructing additional extensions, additions and improvements to the 
System (the'' Additional Constnlction"). lf such Addition.al Construction is to be undertaken 
by the Contractors previously engaged in fue Project, such Additional Construction may be 
authorized by a change order. 

If there is a balahce remaining in the Construction Account after such 
Additional Construction, such balance shall be transferred to the Current Sinking Fund, 
whereupon said Construction Account shall be closed. Such remaining balance in the 
Construction Account so transferred to the Current Sinking Fund shall be used by the District 
immediately to prepay principal installments due on the Current Bonds in the inverse order 
of maturities without prepayment penalty, provided further that any balance insufficient to 
prepay at least $100 of the principal payment fa1ling due in any year on the Bonds will be 
transferred to the Depreciation Fund. 

Section 302. Interim Financine Authorization. 

A. Interim Financing. The District shall use interim financing for thePro1ect 
dwing construction of that portion of the cost of the Project financed by the Current Bonds, if 
available at reasonable rates and terms. 
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The borrowing ofup to the aggregate sum of $530,000 from the Interim Lender is 
hereby authorized; and the Chairperson is hereby authorized to execute the Note in the name and on 
behalf of the District. Each advance under the Note shall evidence a loan by the Interim Lender to 
the District for services rendered and/or materials supplied in connection with the Project, as 
evidenced by a Requisition Certificate. 

Interim financing shall be disbursed as follows: 

(1) At the direction of the District, the Interim Lender 
shaII disburse the proceeds of the Note by cashier's checks directly to the parties entitled 
thereto as set forth in the Requisition Certificate; or 

(2) At the direction of the District, the Interim Lender 
shall deposit the proceeds of the Note in the Construction Account, in which event amounts 
of the District on deposit therein shall, until expended to the extent that same shall exceed the 
amount insured by the FDIC, be fully secured by a pledge of U.S. Obligations. 

The aggregate of the principal amount of all Notes shall not exceed $530,000. Each 
Note which is renewed or superseded shall be simultaneously cancelled by the Interim Lender and 
transmitted to the Treasurer. The rate of interest applicable to each Note shall not exceed a 
reasonable rate, which rate is subject to the approval of the RD, 

The total authorized interim financing of $530,000 shall be the maximum 
indebtedness which the District may owe at any one time to the Interim Lender for the purpose of 
providing temporary construction financing for the Project; provided, however, that the District may 
reduce the amount owed by the District to the Interim Lender from time to time as and when funds 
are available to the District, whether derived from the proceeds of the sale of the Current Bonds or 
otherwise, and may reborrow from the Interim Lender additional amounts in anticipation of the 
further receipt by the District of addjtional proceeds from the Current Bonds. 

The District hereby covenants and agrees with the Interim Lender that upon the 
issuance and delivery of the Current Bonds, the District will apply the proceeds thereof, to whatever 
extent may be necessary, in payment of the principal amount of the Note, together with accrued 
interest thereon to the date of such payment; and the proceeds of tbe Current Bonds are hereby 
pledged therefor, and such pledge shall constitute a first and prior charge against said proceeds. 

It is understood that the foregoing constitutes an alternative method of obtaining 
interim financing, and does not preclude the authorization and sale, by public advertisement or 
otherwise1 of bond anticipation notes and/or grant anticipation notes to the most favorable bidder on 
the open market, by concun:ent or subsequent proceedings of the District. 

B. Multiple Advances by RD. In the ,event the Cunent Bonds are purchased 
by the RD, and in the event the District is unable to obtain a commitment for interim financing for 
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the Project from any Interim Lender at reasonable rates and terms, the Chairperson is authorized to 
request Multiple Advances ofloan funds from the RD. 

lf the RD agrees to make Multiple Advances to the District pending the delivery 
of the Current Bonds, the Chairperson is hereby aut1101ized to execute in the name and on behalf of 
the District any number of Notes. Each such NoteJ evidencing an advance of funds by tbe RD to the 
District, shall be in the fonn prescribed by the RD. 

Each request for an advance from the RD shall be accompanied by a Requisition 
Certificate. The District will also furnish to the RD, prior to the receipt of each Multiple Advance, 
whatever additional documentation shall berequested by the RD, including an updated supplemental 
title opinion of Local Counsel and an updated supplemental preliminary legal opinion of Bond 
Counsel, 

The proceeds of any Multiple Advances shall be either (i) disbursed directly to the 
parties entitled thereto for services and/or materials supplied in connection with the Project; or 
(ii) depos-ited into the Construction Account and disbursed in accordance with the provisions of 
Section 301 hereof. In which event amoW1ts on deposit in such Construction Account shall, until 
expended, to the extent that same shall exceed the amount insured by the FDIC, be fully secured by 
a pledge of U.S. Obligations. 

The proceeds of 01e Current Bonds are hereby pledged to the repayment of such 
Multiple Advances, and such pledge shall constitute a first and prior pledge against such proceeds. 
The District further pledges the revenues of the System to the repayment of said Multiple Advances, 
subject to the vested rights and priorities of the pledges securing the Outstandjng Bonds. 

Section 303. Arbitrage Limitations on Investment of Proceeds. The District covenants 
and certifies, in compliance with the Code, on the basis of known facts and reasonable expectations 
on the date of adoption of this Resolution, that it is not expected that the proceeds of the Current 
Bonds will be used in a manner which would. cause tne Current Bonds to be "arbitrage bonds" within 
the meaning of Section 148 of the Code. The District covenants to the Owners of the Current Bonds 
U1at ( l ) the District will make no use of the proceeds of said Current Bonds which, if such use had 
been reasonably expected on the date of issue of such Current Bonds, would have caused such 
Current Bonds to be "arbitrage bonds"; and (2) the District will comply with all of the requirements 
of the Code to whatever extent is necessary to as-sure that the Current Bonds shall not be treated as 
or constitute "arbitrage bonds" and that the interest on the Bonds shall be excludable from gross 
income for federal income tax purposes. 

Prior to or at the time of delivery of the Current Bonds1 the Chairperson and/or the Treasurer 
(who are jointly and severally charged with the responsibility for the issuance of the Current Bonds) 
are authorized to execute such certifications as shall be required by Bond Counsel, setting out all 
known and contemplated facts concerning the anticipated construction, expenditures and 
investments, incJuding the execution of necessary and/or desirable certifications of the type 
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contemplated by Section 148 of the Codejn order to assure that interest on the Current Bonds shall 
be excludable from gross income for federal income tax purposes and that the Current Bonds will 
not be treated as 11arbitrage bonds". 
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ARTICLE 4. FLOW OF FUNDS. 

Section 40L Funds. There was created and established in the 2002 Bond Resolution the 
following funds and accounts: 

(a) Southern Water and Sewer District Waterworks Revenue Fund 
(b) Southern Water and Sewer District Waterworks Sinking Fund of 2002 
( c) Southern Water and Sewer District Waterworks Depreciation Resetve Fund 
(d) Southern Water and Sewer District Waterworks Operation and 

Maintenance Fund 

All of tl1e Funds shall be maintained with the Depository Bank so long as any Bonds remain 
outstanding, subject to the right of the District to appoint a different depository bank 

Section 402. Fl.ow of Funds. All proceedings preliminary to and in connection with the 
issuance of the Outstanding Bonds, including p,rovisions made for (i) the receipt, custody and 
application of the proceeds of the Outstanding Bonds; (ii) the operation of the System onarevenue­
producing basis; (iii) the segregation, allocation and custody of the revenues derived from the 
operation of the System; (iv) the enforcement and payment of the Outstimding Bonds and (v) the 
depreciation of t11e System; and all other covenants for the benefit ofBondowners set out in the Prior 
Bond Resolution, are hereby ratified and confinned an.d shall continue in force and inure to the 
security and benefit of the Outstanding Bonds, the same as if such provisions and proceedings were 
set out in ful1 herein; provided, further, that after the issuance of the Current Bonds, the income and 
revenues of the System shall be collected, segregated, accounted for and distributed as follows: 

A. Revenue Fund. The District covenants and agrees that it will continue to 
deposit in the Revenue Fund, promptly as received from time to time, all revenues of the System, 
as same may be extended and improved from time to time. The moneys in the Revenue Fund shall 
continue to be used, disbursed and applied by the District only for the purpose and in the manner and 
order of priorities specifie.din the Prior Bond Resolution, as hereinafter modified by this Resolution, 
all as permitted by the Act, and in accordance with previous contractual commitments. 

B. Prior Sinking Fund. There shall be transferred from the Revenue Fund 
and deposited into the Prior Sinking Fund for payment of interest on and principal of the KIA Loans 
and the Line of Credit. 

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

C. Current Sinking Fund. At ot after the time that the Current Bonds have 
been delivered, there shall be transferred from the Construction Account into the Current Sinking 
Fund an amount sufficient (currently estimated at $7,000) to provide for capitalized interest during 
the construction of the Project, if and to the extent not theretofore expended in paying interest on 
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interim financing and if and to the extent then needed to pay interest during the remaining period of 
construction of the Project. 

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

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

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

The Current Sinking Fund is hereby pledged for the payment of the interest and the 
principal of the Current Bonds and the Prior RD Bonds, bul subject to t11e vested rights and priorities 
of the KJA Loans and the Line of Credit. 

D. Depreciation Fund. Pursuant to the provisions of the Prior Bond RD 
Resolution which requires that an adjustment be made in the Depreciation Fund upon the issuance 
ofbonds ranking on a parity with the Prior RD Bonds, it is hereby determined that upon the issuance 
oft he Current Bonds, and upon completion of the Project, as certified by the Engineers and by RD, 
there shall nex.t be transferred from the Revenue Fund the sum of at 1 east $190, 00 each month which 
shall be deposited into the Depreciation Fund until there is accumulated in such Depreciation Fund 
the sum of at least $22,800, which amount shall be maintained; and whennecessary,restored to said 
swn of $22,800, so long as any of th.e Current Bonds are outstanding and unpaid, These deposits are 
in addition to the deposits required by the Prior Bond Resolution. 

As further security for the Bondowners and for the benefit of the District, it has 
been and is hereby provided that in addition to the monthly transfers required to be made from the 
Revenue Fund into the Depreciation Fund, there shall be deposited into said Depreciation Fund all 
proceeds of connection fees colJected from potential customers ( except the amounts necessary to pay 
the actual costs andserviceconnections applicable to said potential customers) to aid in the financing 
of the cost of future extensions, additions and improvements to the System, plus the proceeds of any 
property damage insurance (not otherwise used to replace damaged or destroyed property); and any 
such amounts or proceeds so deposited shall be used solely and only for the purposes intended. 

Moneys in the Depreciation Fund may be withdrawn and used by the District, upon 
appropriate certification of the Commission, for the purpose of paying the cost of unusual or extra­
ordinary maintenance, repairs, renewals and replacements not included in the annual budget of 
current expenses and/or of paying the costs of constructing future extensions, additions and 
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improvements to the System which will either enhance its revenue-producing capacity or will 
provide a higher degree of service, and when necessary, for the purpose of making payments of 
principal and interest on the Bonds if the amount on deposit in the Sinking Fund is not sufficient to 
make such payments. 

E. Operation and Maintenance Fundlbere shall next be transferred montb-
Jy from the Revenue Fund and deposited into said Operation and Maintenance Fund, sums sufficient 
to meet the current expenses of operating and maintaining the System. The balance maintained in 
said Operation and Maintenance Fund shall not be in excess of the amount required to cover 
anticipated System expenditures for a two-month period pursuant to the District's annual budget. 

f'. Monthly Principal and Interest Payments if Requested by RD. So long 
as any of the Bonds are held or insured by RD, the District shall, if requested by RD, make the 
payments required by this Section 402, in monthly installments to RD or to the insured Owners of 
the Bonds. 

G. Surplus Funds. Subject to the provisions for the disposition of the income 
and revenues of the System as set forth hereinabove, which provisions are cumulative, and after 
paying or providing for the payment of debt service on any subordinate obligations, there shall be 
transferred, within sixty days after the end of each fiscal year, the balance of excess funds in the 
Revenue Fund on such date~ to the Depreciation Fund for application in accordance with the tenns 
of this Resolution or to the Sinking Fund to be applied to the maximum extent feasible, to the 
prompt purchase or redemption of Outstanding Bonds. 

H. Investment and Miscellaneous Provisions. All monies in the Sinking 
Fund and the Depreciation Fund shall be deposited in the Depository Bank, or such portion thereof 
as is designated by the Commission. All monies in the Sinking Fund and the Depreciation Fund 
shall be invested for the benefit of such respective Funds in Certificates of Time Deposit or savings 
accounts of the Depository Bank or in U.S. Obligations which may be converted readily into cash, 
having a maturity date prior to the date when the sums invested will be needed for the purposes for 
which such funds may be expended, provided that to the extent that any amount of the District on 
deposit in the Depository Bank shall cause the total deposits of the District in said Depository Bank 
to exceed the amount insured by the FDIC, such excess amoW1t shall be continuously secured by a 
valid pledge of U.S. Obligations, baving an equivalent market value, in conformity with 
Section 66.480 of the Kentucky Revised Statutes. 

lftbe RD has purchased any of the Outstanding Bonds, investments in Certificates 
of Deposit may be made only if~ separate RD Form 402-4 Agreement is e;x:ecuted. Anys1;1ch invest­
ments will be a part of the respective Funds from which the proceeds invested are derived, and 
income from such investments will be credited to such respective Funds. AU investments of funds 
derived from proceeds of the Outstanding Bonds shall be subject to the applicable limitations set out 
in Section 303 hereof 
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All payments into the Funds shall be made on or before the twentieth (20th) day 
of each month, except that when the twentieth (20th} day of any month shall be a Saturday, Sunday 
or a legal holiday, then such payment shall be made on the next succeeding business day. 

All monies held in any of the Funds shall be kept apart from all other District funds 
and shall be deposited in the Depository Bank, and all such deposits which cause the aggregate of 
art deposits of the District therein to be in excess of the amount secured by FDIC, shall (unless 
invested as herein authorized) be secured by a surety hood or bonds or by a pledge of U.S. 
Obligations, baying a market value equivalent to such deposit. 

The Treasurer shall keep appropriate records as to payment of principal and .interest 
installments and as to payment of principal of and interest on any Bonds. 

Section 403. Current Bonds on a Parity with Prior RD Bonds, Subiect to Priority of 
KIA Loans and the Line of Credit. It is hereby certified and declared that prior to the issuance of 
any of the Current Bonds, there will have been procured and filed with the District (i) a letter from 
RD to the effect that RD agrees to the issuance of the Current Bonds ranking on a parity as to 
security and source of payment with the Prior RD Bonds, all of which are owned by RD, together 
with (ii) a certification signed by RD to the effect that alegend b.as been cyped, stamped or otherwise 
affixed on each of the Prior RD Bonds held by RD, evidencing the agreement of RD as the then 
Owner of the Prior RD Bonds, to the issuance of the Current Bonds so as to rank on a parity with 
the Prior RD Bonds, such legend to be in substantially the following form: 

The bolder of this Bond has consented to the issuance of 
$530,000 of Southern Water and Sewer District Waterworks 
Revenue Bonds, Series 2009 ranking on a parity as to security 
and source of payment with this Bond. 

Accordingly, itis hereby found and declared that tne Current Bonds shall [ank and be payable 
on a parity, with said outstanding Prior RD Bonds from the gross income and revenues of fue System. 
subject to the priority of the KIA Loans and the Liue of Credit. 

19 



ARTICLE 5. COVENANTS OF DISTRICT 

Section 501. Rates and Char.ees. The District shall charge such rates and charges for all 
set.Vices and facilities rendered by the System, which rates and charges shall be reasonable, taking 
into account and consideration the cost and value of the System, the cost of maintaining, repairing 
and operating same and the amounts necessary for the payment of principal of and interest on 
Outstanding Bonds against the System. The District shall charge such rates and charges as shall be 
adequate to meet the requirements of Articles 4 and 5 hereof. 

The District covenants that it will not reduce the rates and charges for the serviees rendered 
by the System without first filing with the Secretary a certification of an Independent Consulting 
Engi.neerthat the annual net revenues (defined as gross revenues less operating expenses) of the then 
existing System for the fiscal yearpreceding the year in which such reduction is proposed, as such 
annual net revenues are adjusted, after taking into account the projected reducfron in annual net 
revenues anticipated to result from any such proposed rate decrease, are equal to not less than l 20% 
of the average annual debt service requirements for -principal and interest on all of the then 
Outstanding Bonds payable from the revenues of the System, calculated in the manner specified in 
Section 603 hereof. 

Section 502. Books and Accounts; AudJt. The District shall maintain. proper records and 
accounts relating to tbe operation of the System and the District's financial affairs; and the 
Bondowners, or their authorized representatives, shall have the right at all reasonable times to 
inspect the facilities of the System and all records, accounts and data relating thereto. An annual 
audit shall be made of the books and accow1ts pertinent to the System by a Certified Public 
Accountant licensed in Kentucky. No later than ninety (90) days after the close of each Fiscal Year, 
copies of such audit reports certified by such Certified Public Accountant shall be promptly mailed 
to the RD without request, so long as the Government is the Owner of any of the Bonds, and to any 
Bondowner that may have made a written request for same. 

Monthly operating reports sbal1 be furnished to the RD and to any Bondowner requesting 
same, during the first two (2) years of operation after completion of the Project, and whenever and 
so long as the District is delinquent in any of the covenants set out in the Prior Bond Resolution or 
this Current Bond Resolution. Thereafter, quarterly operating reports shall be furnished at all orher 
times to the RD and to any Bondowner requesting the same. 

Section 503. Systetn to Continue to be Operated on Fiscal Year Basis; Annual Budi:et. 
While any of the Bonds are outstanding and unpaid, and to the extent pennitted by law, the System 
shall continue to be operated and maintained on a Fiscal Year basis. 

Not later than sixty ( 60) days before the end of each Fiscal Year, the District agrees to cause 
to be prepared a proposed annual budget of operating expenses (the "Proposed Budget") of the 
System for the then ensuing Fiscal Year, itemized on the basis of monthly requirements. A copy of 
said Proposed Budget snail be mailed to any Bondowner who may request in writing a copy of such 
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Proposed Budget and to the RD without request, if the Government is the Owner of any of the 
Bonds. 

For the purpose of the Proposed Budget, operating expenses shall include all reasonable and 
necessary expenses of operating, repairing, maintaining and insuring the System, but shall exclude 
depreciation and debt service payments. TheD1strict covenants that the operating expenses incurred 
in any year will not exceed the reasonable and necessary amounts therefor, and that the Disuict will 
not expend any amount or incur any obligation for operation or maintenance and repair in excess of 
the amounts provided for operating expenses in the annual budget, except upon resolution by the 
District that such expenses are necessary to operate and maintain the System. 

Not later than sixty (60) days before the end of each Fiscal Year, the District shall prepare an 
estimate of gross revenues to be derived from the opera Hon of the System for said Fiscal Year, and, 
lo the extent that said gross revenues are insufficient (a) to pay debt service requirements on all 
Outstanding Bonds during the ensuing Fiscal Year, {b) to accumulate and maintain all required 
reserves enumerated herein and (c) to pay operating expenses, the District shall revise the rates and 
charges sufficiently to provide the funds so required, 

If the Owners of at least 50% of the principal amount of the Outstanding Bonds, or the 
Government so long as it is the Owner of any of said Outstanding Bonds, so request, the Commis­
sion sbal1 hold an open hearing not later than thirty (30) days before the beginning of the ensuing 
Fiscal Year, at which time any Bondownet' may appear by agent or attorney and may file written 
objections to such proposed budget. Notice of the time and place of such hearing shall be mailed 
at least fifteen ( 15) days prior to the hearing to each registered Bon downer and to the Government. 

The District covenants that annually before the first day of the Fiscal. Year, the annual budget 
for the upcoming Fiscal Year will be adopted substantially in accordance with the Proposed Budget, 
and that no expenditures for operation and maintenance expenses of the System in excess of the 
budgeted amount shall be made during such Fiscal Year unless directed by said District by a specific 
resolution duly adopted. 

Section. 504. General Covenants. The District, through its Commission, hereby covenants 
and agrees with the Owners of the Bonds that: 

(1) It will faithfully and punctually perfonn all duties with reference to the 
System required by the Constitution and laws of the Commonwealth of 
Kentucky; 

(2) It will make and collect reasonable and sufficient rates and charges for 
services and facilities rendered by the System; 

(3) It will segregate the revenues and income trom the System and make 
application thereof consistent with and as provided by this Resolution; 
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(4) Unless the written consent of the Owners of a maJority of the principal 
amount ofthe Outstanding Bonds has been obtained, the District agrees not 
to sell, lease, mortgage or in any manner dispose of any integral part of the 
System, including any and all appurtenances thereto and extensions, 
additions and improvements that may be made thereto, until all of the 
Outstanding Bonds shall have been paid or provided for in full, as provided 
herein; subject to the provisions of Section 607 hereof; 

(5) ltwill maintain in good condition and continuously operate the System and 
appurtenances thereto and wj(J charge such rates and charges for the 
services rendered thereby so that the gross income and revenues will be 
sufficient at all times (i) to pay the interest on and principal of the 
Outstanding Bonds as same become due; (ii) to pay the cost of operating 
and maintaining the System; and ( iii) to provide for an adequate 
depreciation account; and 

(6) It will carry and maintain insurance on properties of the System subject to 
loss or damagefo amounts and against hazards substantially in accordance 
with the practices of other districts, cities or corporations which own and 
maintain waterworks systems under similar conditions; and so long as the 
Government is the Owner of any of the Outstanding Bonds, the 
Government will be listed as co-beneficiary on any such policy; and the 
District shall further comply with the insurance requirements of Sec­
tion 506 hereof (involving insurance ·on motors, tanks and structures), 

Section 505. O1her Covenants Applicable So Long as RD Owns Any Bonds.So long as 
the RD shall own any of the Bonds, the District sha11 comply with such RD regulatio,ns, requirements 
and requests as shall be made by the RD, including the furnishing of operating and other financial 
statements, m such form and substance and for such periods as may be requested by the RD, the 
carrying of insurance of such types and in such amounts as the RD m~y s_pecify, wjth insurance 
carriers acceptable to the RD and compliance with alJ of the terms and conditions of the Loan 
Resolution (RD Form 1780-27) adopted and executed by the District, which is hereby authorized, 
approved, ratified and confirmed, 

Section ~06. Insurance on Motors, Tanks and Structures. The District shall (a) im­
mediately after the adoption of this Resolution and (b) at the time of final acceptance of the Project, 
insure all electric motors, elevated water storage tanks, pumping stations and major structures of the 
System in an amount recommended by the Engmeers and approved by the RD, so long as the RD 
is the Owner of any of the Bonds, for the hazards usually covered in such area, and shall similarly 
insme same in an amount recommended by the Engineers, without the necessity of approval by the 
RD if and whenever the District has Outstanding Bonds against the System and none of such 
Outstanding Bonds are owned by the RD. 
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ARTICLE 6. 1NFERIOR BONDS AND PARITY BONDS 

Section 601. Inferior Bonds. Except as hereinafter proVIded below in this Article, the 
District shall not, s0 long as any Bonds are outstanding, issue any additional bonds payable fr.om the 
revenues oftbe System unless the security and/or pledge of the revenues to secure such additional 
bonds are made inferior and ·subordinate in all respects to the security of the Bonds. 

The District expressly reserves the right at any time to issue its bonds or other obligations 
payable from the revenues of the System and not ranking on a. parity basis with the Current Bonds, 
without any proof of previous earnings or net revenues, provided that the consent of the RD must 
be obtained prior to the issuance of any inferior bonds so 1ong as the RD owns any of the Bonds, and 
provided further that, after the initial completion of the Project, such inferior bonds may be issued 
only for the purpose of providing for future extensions, additions and improvements to the System, 
and only in. express recognition of the priorities, liens and rights created and existing for the security, 
source of payment and protection of the Outstanding Bonds; provided further, that nothing in this 
Section is intended to restrict or shall be construed as a restriction upon, the ordinary refunding all 
or a portion of the Outstanding Bonds. 

Section 602. Parity Bonds to Complete the Project. The District hereby certifies, 
covenants and agrees that in the event that the cost of completion of the construction of the Prnject 
shall exceed the moneys available to the District from any and all sources, the District shall have the 
right, if necessary, to provide for such excess, and only such excess, through the issuance of Parity 
Bonds, provided the District bas obtained a certificatiou from the Engineers to the effect that it is 
necessary to issue the desired amount of Parity Bonds in order to enable the District to pay the cost 
(not otherwise provided) of the completion of the Project, and provided the District has complied 
with the provisions of Section 603 below or has obtained: 

(a) the consent of the RD if the Govemrpent is as the Owner of the Bonds of 
2002 at that time or the consent of any other Owners of the Bonds of 2002, 
and 

(b) the consent of ( 1) the RD if the Government is the purchaser of the Current 
Bonds; or (2) the Owners of at least 75% of the principal amount of the 
Current Bonds outstanding, if the Current Bonds have been issued, sold and 
delivered and are held by Owners other than the Government. 

Section 603. Parity Bonds to Finance Future Improvements. The District reserved the 
right and privilege, and does hereby reserve the right and priviJege, of issuing additional Parity 
Bonds, but onlyunder the conditions specified in the Current Bond Resolution, which conditions are 
as follows: 

The District further reserves the tight to add new waterworks facilities and/or to finance future 
extensions, additions and improvements to the System by the issuance of one or more adclitional 
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series of Parity Bonds to be secured by a parity lien on and ratably payable on a parity with the 
Current Bonds, from the revenues of the System, provided: 

(a) The facilities to be: constructed from the_proceeds of the additional Parity 
Bonds are made a part of the System and their revenues are pledged as additional security for 
the additional Parity Bonds and for the Outstanding Bonds. 

(b) The District is in compliance with all covenants and undertakings in 
connection with all of the Outstanding Bonds. 

(c) The annual net revenues (defined as gross revenues less operating 
expenses), of the then existing System for the Fiscal Year preceding the year in which such 
Parity Bonds are to be issued, adjusted as hereinafter provided, shall be certified by an 
independent Certified Public Accountant to be equal at least one hundred twenty percent 
(120%) of the average annual debt service requirements for principal and interest on all 
Outstanding Bonds payable from the revenues of the System, plus the anticipated debt service 
requirements of any Parity Bonds then proposed to be issued. The calculation of average 
annual debt service requirements of principal and interest on the additional Parity Bonds to 
be issued shall, regardless of whether such additional Parity Bonds are to be serial or term 
bonds, be determined on the basis of the principal of and interest on such Parity Bonds being 
payab1e in approximately equal annual installments. 

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

(1) any revisions in the System's schedule of rates or 
charges. being imposed on or before tlle time of the issuance of any such additional 
Parity Bonds, and 

(2) any increase in the annual net revenues to be 
realized from the proposed extensions, additions and improvements being financed 
(in whole or in part) by such additional Parity Bonds; 

provided all such adjustments shall be based upon and included in a certification of an 
Independent Consulting Engineer. 

(e) Comp1iance with Section 603(a) through ( d) shall not be necessary for the 
-issuance of Parity Bonds if the District has obtained ( 1) the written consent of the RD for the 
issuance of such Parity Bonds, if the Government is the Owner of any Bonds at the time of 
issuance of such Parity Bonds; and (2) the written consent of the Owners of all of the then 
outstanding Prior Bonds, and no other prerequisite need be complied with by the District in 
order to issue Parity Bonds. 
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Section 604. Covenants to be Complied with at Time of Issuance of Parity Bonds. 
The District hereby covenants and agrees that in the event any Parity Bonds are issued, the District 
shall: 

(a) Adjust the monthly amount to be deposited into the Suiling Fund on the 
same basis as that prescribed in the provisions establishing such Sinking Fund, to reflect the 
average annual debt service requirements of the Parity Bonds; 

(b) Adjust the minimum annual amount to be deposited monthly into the 
Depreciation Fund on the same basis as that prescribed in the provisions estabUshing such. 
Depreciation Fund, talcing into account th~ future debt service requirements of all Bonds 
which will then be outstanding against the System; and 

(c) Make such Parity Bonds payable as to principal on January l of each year 
in which principal faUs due and payable as to interest on January l and July 1 of each year 
until the final maturity of such Parity Bonds. 

Section 605. Prepayment Prnvisions Applicable to Parity Bonds. If, in connection 
with any subsequently issued series of Parity BondsJ it is provided that excess revenues in the 
Revenue Fund shall be used .tO prepay Outstanding Bonds in advance of scheduled maturity, or if the 
District at its option undertakes to prepay O\ltstanding Bonds in advance of scheduled maturity, it 
is agreed and understood, for so long as the Government owns any of the Outstanding Bonds, that 
no such prepayment will be effected withou1 the approval of the RD. 

Section 606. Consent of the RD Reia.rdin& Future Bonds. Notwithstanding any other 
provisions of this Resolution, the District agrees that so long as the Government owns any Out­
standing Bonds against and/or payable from the revenues of the System, the District will not issue 
any future bonds, notes or other obligations against, secured by or payable from the revenues of the 
System without the written consent of the RD. 

Section 607. Priority of Lien; Permissible Disposition ofSu.rpJus or Obsolete Facilities. 
The District covenants and agrees that so long as any of the Prior Bonds and/or Bonds are 
outstanding, the District will not sell or otherwise dispose of any of the facilities of the System, or 
any part thereof, and, except as provided above, the District will not create or permit to be created 
any charge or lien on the revenues thereof ranking equal or prior to the charge or lien of the 
Outstanding Bonds. Notwithstanding the foregoing, the District may at any titne permanently 
abandon the use of, or sell at fair market val ue1 any part of th.e facih ti es of the System, provided that: 

(a) The District is in compliance with all covenants and undertakings in 
connection with all of the Outstanding Bonds, and the required reserves for 
such Outstanding Bonds will have been accumulated; 
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(b) The District will, in the event of any such sale, apply the proceeds to either 
(1) redemption of Outstanding Bonds in accordance with the provisions 
governing prepayment ofbonds in advance of maturity; or (2) replacement 
of the facility so disposed ofby another facility, the revenues of which sha11 
be incorporated into the System, as hereinbefore provided; 

(c) The District certifies, in good faith, prior to any abandonment of use, that 
the facilities to be abandoned are no longer economically feasible of 
producing net revenues; and 

(d) The District certifies, in good faith, that the estimated net revenues of the 
remaining facilities of the System for the then next succeeding Fiscal Year, 
plus the estimated net revenues of the facilities, if any, to be added to the 
System, comply with the earnings requirements hereinbefore provided in 
the provisions and conditions governing the issuance of Parity Bonds. 

Notwithstanding any other provisions hereof, so Jong as any Bonds are held by the 
Government, the District shall not dispose of -its title to the System or to any part thereof, without 
first obtaining the written consent of the RD. 
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ARTICLE 7. DEFAULT AND CONSEQUENCES 

Section 701. Events of Default. The following items shall constitute an Event of Default 
on the part of the District 

(a) The failure to pay principal of the Bonds as and when same shall become 
due and payable1 either at maturity or by proceedings for redemption. 

(b) The failure to pay any installment of interest on the Bonds when the same 
shall become due and payable or, if any or all of the Outstanding Bonds are 
owned by the RD, within thirty (30) days thereafter. 

( c) The default by the District in the due or punctual performance of any of the 
covenants, conditions, agreements and provisions contained in the Bonds, 
the Prior Bond Resolution or in this Resolution. 

(d) The failure to promptly repair, replace or reconstruct facilities of the 
System that have been damaged and/or destroyed. 

( e) The entering of any order or decree with the consent or the acquiescence of 
the District, appointing a receiver of all or any part of the System or any 
revenues thereof; or if such order or decree shall be entered without the 
acquiescence or consent of the District, its failure to have the order vacated, 
discharged or stayed on appeal within sixth (60} days after entry. 

Section 702. Consequences of Event of Default. Any Owner of the Current Bonds may 
enforce and compel the performance of all duties and obligations of the District set forth herein. 
Upon the occurrence of an Event of Default, then upon the filing of a suit by any Owner of said the 
Current Bonds, any court having jurisdiction of the action may appoint a receiver to administer said 
System on behalf of the District with power to charge and collect rates sufficient to provide for the 
payment of operating and maintenance expenses and for the payment of principal of and interest on 
the Outstanding Bonds and to provide and apply the income and revenues in conformity with this 
Resolution and with the laws of the Commonwealth of Kentucky. 

The District hereby agrees to transfer to any bona fide receiver or other subsequent operator 
of the System, pursuant to any valid court order in a proceeding brought to enforce collection or 
payment of the District's obligations, all contracts and other rights. of the District pertaining to the 
System, •conditionally, for such time only as such receiver or operator shall operate by authority of 
the court. Upon the occurrence of an Event of Default, the Owner of any of the Outstanding Bonds 
.may require the governing body of the District by appropriate order to raise the rates a reasonable 
amount consistent with the requirements of this Resolution. 
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ARTICLES. CONTRACTUAL PROVISIONS; MISCELLANEOUS PROVISIONS. 

Section 801. Resolution Contractual with BondownersTheprovisions ofthisResolu-tion 
constitute a contract between the District and its Commission and the Owners of the Current Bonds 
as may be outstanding from time to time; and after the issuance of any of said Current Bonds, no 
change, alteration or variation of any kind of the provisions of this Resolution shall be made in any 
manner which will affect an Owner's rights except as. herein provided or except with the written 
consent of all Bondowners until such time as all of the Current Bonds and the interest thereon have 
been paid in full or fully provided for; provided that the Commission may adopt any resolution for 
anypurposenot inconsistent with the terms of this Resolution and which shall not impair the security 
of the Owners of the Current Bonds and/or for the purpose of curing any ambiguity, or of curing, 
correcting or supplementing any defective or inconsistent provisions contained herein or in any 
resolution or other proceedings pertaining hereto. 

It is further agreed that the Owners of 75% in principal amount of the Current Bonds at any 
time outstanding shall have the right to consent to and approve the adoption of resolutions or other 
proceedings, modifying or amending any of the terms or provisions contained in this Resolution, 
subject to the conditions that (a) th1s Resolution shall not be so modified in any manner that may 
adversely affect the rights of the Owners of any of the Prior Bonds, nor in any manner that may 
adversely affect the rights of any certain Owners of the Outstanding Bonds Without similarly 
affecting the rights of all Owners of such Outstanding Bonds, or to reduce the percentage of the 
number of Owners whose consent is required to effect a further modification and (b) no such change 
may be effected without the consent of the RD so long as the RD owns ,any of the Outstanding 
Bonds. 

Section 802. AU Current Bonds are Equal.The Current Bonds authorized herein shall not 
be entitled to priority one over the other in the application of the income and revenues of the System, 
or with respect to the security for their payment, regardless of the time or times of their issuance, it 
being the intention that there shall be no priority among any of the Current Bonds regardless of the 
fact that they may be actually jssued and delivered at different times. 

Section 803. District Obli~ated to Refund Current Bonds Owned by Government 
Whenever Feasible; Def easement Prohibited. So long as the Government is the Owner of any of 
the Current Bonds, ifit appears to the Government that the District is able to refund such Current 
Bonds in whole or in pa.ii; by obtaining a loan for such purposes from responsible cooperative or 
private credit sources, or to sell bonds of the District in the open market, at reasonable rates and 
terms, for Joans or bond issues for similar purposes and periods of time, the District will, upon 
request of the Government, obtain such loan and/or issue such bonds in sufficient amount to repay 
the Government and will take all such action as may be required in connection therewith. 

In addition, so long as the Government is the Owner of any of the Current Bonds, the District 
shall not issue any bonds or other obligations for the purpose of defeasing or otherwise tenninating 
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the- lien of the Current Bonds without immediately prepaying all of the then outstanding Current 
Bonds. 

Section 804. Authorization. Ratification and Confirmation of Approval and Execution 
of Various Documents. The Commission hereby authorizes, approves, ratifies and confirms the 
previous action of the officers of the District in approving and executing various documents related 
to the financing of the Project, including the following: 

(a) Legal Services Agreement with Bond Counsel. 

(b) Legal Services Agreement with Local Counsel. 

(c) Letter of Intent to Meet Conditions of RD Letter of Conditions (RD 
Form 1942•46). 

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

(e) Agreement for Engineering Services with the Engineers. 

Section 805. Authorization of Condemnation to Acquire Easements and/or Sites. In 
the event that (a) any necessary deeds of easement to allow construction of the Project over the 
property of any property owner or (b) any necessary deed to the necessary site of any waterworks 
facility of the Project shall not be obtained through negotiation within ten (l 0) days after the date 
of adoption of this Resolution and in the event that (]) such waterworks lines cannot be located 
within the right-of-way of the State and/or County road involved; and/or (2) such waterworks 
facilities cannot be located on a site already owned by the District, Local Counsel is hereby 
authorized and directed to file condemnation actions to obtain such necessary rights-of-way and/or 
sites forthwith1 without further authorization or direction :from the District or the Commission. Local 
Counsel is further directed to follow the same condemnation procedure in the event that it becomes 
necessary, through change orders, line extensions and/or errors in the location of property lines 
and/or property owners, to obtain additional easemenfs, rights-of-way and/or sites for completion 
of the Project and wbenever the necessary deed is not obtained by negotiation at least ten ( 10) days 
prior to tbe date on wbicb construction is contemplated in the respective easement, right-of-way 
and/or site. 

The District further approves the payment from the funds available therefor allocated to the 
costs of the Project to pay any judgment award, or compromise, determined by Local Counsel with 
the acquiescence of the Commission, toward the costs of such easements, rights-of-way and/or sites; 
provided, in each instance, that the payment of such funds to satisfy any judgment, award or 
compromise must first be approved by the RD; and the Commission further determines that if and 
to whatever extent the funds available from the proceeds of the financing contemplated by this 
Resolution shall be inadequate to pay any judgment, award or compromise amount for such 
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easements, rights-of-way and/or sites, or if the District is unable to obtain the approval of the RD for 
any sucb payment, the Commission shall take all reasonably necessiuy actions. within the powers 
and authority of the Commission, to make such additional amount available from all other available 
District resources. 
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ARTICLE 9. SALE OF CURRENT BONDS 

Section 901. Sale of Current Bonds. The Current Bonds shaJl be offered publicly for sale 
up.on the basis of sealed, competitive bids at such time as the Commission shall designate. 

A suggested form of "Notice of Bond Sale",. a suggested form of "Official Notice of Sale of 
Bonds'' and.a suggested form of"Bid Form 11

, having been prepared in advance by Bond Counsel, and 
all of such documents having been found to be in satisfactory form, a copy of each is hereby ordered 
to be filed in the records of the Secretary with the Minutes of the meeting at which this Resolution 
is adopted. The Notice of Bond Sale shall be signed by the Secretary and may be used for the 
purpose ofpublislring notice of the sale of the Current Bonds. Copies of such documents sha:11 be 
furnished to any interested parties who may request same. 

In the event that there is no bid or that all bids are rejected, the District may readvertise the 
sale pursuant to this Resolution. 

Section 902. Adiustment in Maturities. Prepayment Provisions and Other Dates, with 
Consent of Purchaser if Delivery is Delayed. In the event that delivery of the Current Bonds 
authorized herein is delayed for any reason and the District, with the consent of the Purchaser of the 
Current Bonds, determines it isin the District's best interest to change the maturities1 the applicable 
prepayment date or any other dates, the District may adjust the same by a Resolution of the 
Commission approving the adjustments. 

31 



ARTICLE 10. CONCLUDING PROVISIONS 

Section 1001. Covenant of Disttktto Take AllN ecessary Action To Assure Compliance 
with the Code. In order to assure the Owners of the Current Bonds that such Current Bonds shall 
continue to be legal and that interest thereon will continue to be excludable-from gross income for 
federal income tax purposes and exempt from all Kentucky income taxation1 the District covenants 
to and with the Owners of the Current Bonds to take the following action: 

(a) The District will ( l) take all actions necessary to comply with the provisions 
of the Code necessary to assure that interest on the Current Bonds will be excludable from 
gross income for federal income tax purposes; (2) will take no actions which will violate any 
of the provisions of the Code; and (3) not use the proceeds of the Current Bonds for any 
purpose which will cause interest on the Current Bonds or on interim financing obligations, 
including, but not limited to the Note, issued pursuant to Section 302 hereof to become 
includable in gross income for federal income tax purposes. 

(b) The District hereby certifies that it does not reasonably anticipate that the 
total principal amount of •tqualified tax-ex.empt ob1igations" within the meaning of 
Section 265(b)(3) ofthe Code which the District, or any subordinate entity of the District, will 
issue during the calendar year during which the Current Bonds are issued, will exceed 
$10,000,000; and therefore the District hereby designates the Current Bonds and all interim 
financing obligations, including, but not 1-imited to the Note, issued pursuant to Section 302 
hereof as ''qualified tax-exempt obligations1' . 

( c) The District further certifies that the Current Bonds and any and all interim 
financing obligations of the Djsttiet are not "private activity bonds" within the meaning of the 
Code. 

( d) The District covenants and agrees to comply with the rebate requirements 
on certain excess earnings imposed by Section 148 of the Code, and in the event it is 
determined by the District, upon the advice of Bond Counsel, tbat the Construction Account, 
or any other Fund established hereunder, is subject to said rebate requirements and does in 
fact generate earnings from "non-purpose investments" in excess of the amount which said 
investments would have earned at a rate equal to the "yield" on the Current Bonds, plus any 
income attributable to such excess, there shall be established a separate and special fund with 
the Deposi toryB ank, which fund shall be designated the "Excess Earnings and Rebate Fund", 
which shall be utilized for the collection and payment of any excess generated from invest­
ments and the remittance thereof to the United States of America on or before the anniversary 
of the fifth (5th) year from the date of the Current Bonds, and once every five (5) years 
thereafter until the final retirement of the Current Bonds; the last instaHment, to the extent 
required, to be made no later than sixty (60) days following the date on which funds sufficient 
for the complete retirement ofthe Current Bonds are deposited with any escrow agent, The 
District further covenants to file any and all reports, if any, as may be required to be filed with 
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the Govemment with regard to the liability or non-liability of the District as to any such rebate 
requirements and to maintain records m regard thereto for the period of time required by 
appljcable Treasury regulations. 

Section 1002. Severability Clause. lf any -section, paragraph, clause or provision of this 
Resolution shall be held invalid, the invalidity of such section, paragrap~ clause or provision shall 
not affect any of the remaining provisions of this Resolution, which shall continue in fuJl force and 
effect. 

Section 1003. All Provisions in Conflict Repealed. All motioos1 resolutions and orders, 
or parts thereof, m. conflict with the provisions of this Resolution, are to the extent of such conflict 
hereby repealed. It is hereby specifically ordered and provided that any proceedings heretofore taken 
for the issuance of other bonds of the District payable or secured in any manner by all or any part of 
the income and revenues of said System or any part thereof, and which have not been heretofore 
issued and delivered, are hereby revoked and rescinde~ and none of such other bonds shall be issued 
and delivered. The District covenants to correct by appropriate proceedings any required procedure 
-previously taken invalidly. 

Section 1004. Effective Immediately Upon AdoptionThis Resolulion shalJ take effect and 
be effective immediately upon its adoption. 

}Joll~M-06\L -z, ~OO'} 

Adopted ,this O~ 

(Seal of District 

Attest: 

~ ,~tr~ 
S er ary 
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SOUTHERN WATER AND SEWER 
D STRICT 



CERTIFICATION 

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the 
Southern Water and Sewer District, and that the foregoing Resolution is a true copy of aResolution 
duly adopted by the Board of Commissioners of said District, signed by the Chairperson of said 
District and attested under Seal by me as Secretary, at a properly convened meeting of said Board 
of Commissioners held on Oc&ooet 26, 2009, as shown by the official records of said District in my 
custody and under my control. ,NO'l~Ml1~~ -i., 'l-00" 

1 further certify that said meeting was duly held in accordance with all applicable requirements 
of Kentucky law, including KRS 61.810, 61.815, 61.820 and 61.825, that a quorum was present at 
said meeting, that said Resolution bas not been modified, amended, revoked or repealed, and that 
same is now in fuH force and effect. 

IN TESTIMONY WHEREOF, witness my signature as Secretary and the official Seal of the 
District this O~M. 

tJovl:.MOi;{L 2 , -z..o0'1 

(Seal of District) 
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EXHIBIT A 

chedule of Principal Payments 

Payment Due Principal Payment Due Principal 
Januarv 1 Pa~ent January 1 Payment 

2012 8,000 2031 $13,500 
2013 8,500 2032 4,000 
2014 &~500 2033 14,500 
2015 9.000 2034 14,500 
2016 9,000 2035 15,000 
201 9,500 2036 15,500 
2018 9 500 2037 16,000 
2019 10,000 2038 16,500 
2020 10 000 2039 17,000 
2021 10 500 2040 17,500 
2022 10 500 2041 18 000 
2023 11 000 2042 18,500 
202 11,000 2043 19,000 
2025 11,500 2044 19,500 
2026 12 000 2045 20,000 
2027 12 000 2046 20 500 
202 12 500 2047 21,000 
2029 13,000 2048 21,500 
2030 13,000 2049 19,000 
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No. R-

EXHIBITB 

(FORM OF FULLY REGISTERED BOND) 

UNITED STATES OF AMERICA 
COMMONWEAL TH OF KENTUCKY 
COUNTJES OF FLOYD AND KNOIT 

SOUTHERN WATER AND SEWER DISTRICT 
WATERWORKS REVENUE BONDS, 

SERlES 2009 

Interest Rate: % --

KNOW ALL PERSONS BY THESE PRESENTS: 

$ ___ _ 

That the Southern Water and Sewer District (the "District''), acting by and through its Board 
of Commissioners (the "Commission"), a public body corporate in Floyd and Knott Counties 
Kentucky1 for yalue received, hereby promises to pay to 

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

_ ___ ______ DOLLARS ($ ____ t 

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

Year Principal Year Principal Turu: Principal 

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

and in like manner, solely from said fund, to pay interest on the balance of said principal sum from 
time to time remaining unpaid, at the Interest Rate specified above, semiannually on the first days 
of January and July in each year, beginning with the first January or July after the date of this Bond, 
until said sum is paid, except as the provisions hereinafter set forth with respect to prepayment may 
be and become applicabJe hereto} both principal and interest being payable, without deduction for 
exchange or collection charges, in lawful money of the United States of America, at the address of 
the registered owner shown on the registration book of the District. 
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This Bond is issued by the District under and in full compliance with the Constitution and 
Statutes of the Commonwealth of Kentucky, including Chapters 5 8 and 7 4 of the Kentucky Revised 
Statutes (collectively the '1Act11

) , and pursuant to a duly adopted Bond Resolution of the District 
authorizing same (the "Current Bond Resolution"), to which Current Bond Resolution reference is 
hereby made for a description of the nature and extent of the security thereby created, the rights and 
limitations of rights of the registered owner of this Bond, and the rights, obligations and duties of 
the District, for the purpose of financing the cost (not otherwise provided) of the construction of 
extensions, additions and improvements to the existing waterworks system of the District (said 
existing waterworks system, together with said extensions, additions and improvements, being 
hereinafter referred to as the 11System11

). 

This Bond is issued on a parity with the outstanding (i) Southern Water and Sewer District 
Waterworks Revenue Bonds, Series 2002, dated December 17, 2002, (the 112002 Bonds ti), authorized 
by a resolution adopted by the District on May 20,. 2002 (the "2002 Bond Resolutionn); (ii) Southern 
Water and Sewer District Wat erworks Revenue Bonds, Series 2005, dated November 3, 2005, {the 
"2005 Bonds"), authorized by a resolution adopted by the District on October 24, 2005 (the 112005 
Bond Resolution11

); and (iii) Southern Water and Sewer District Waterworks Revenue Bonds, Ser;ies 
2007., dated May 30., 2007, (the "2007 Bonds"), authorized by a resolution adopted by the District 
on May 24, 2007 (the "2007 Bond Resolution")[hereinafter, the 2002 Bonds, 2005 Bonds and 2007 
Bonds are co1lectively referred to as the "Prior RD Bonds'' and the 2002 Bond Resolution, 2005 
Bond Resolution and 2007 Bond Resolution are collectively referred to as the "Prior RD Bond 
Resolution"], subject to the vested rights and priorities in favor of the owners of the outstanding: 
(i) Kentucky Infrastructure Authority Loan,. dated March 15, 1993 (the "1993 KIA Loan"); 
(ii) Kentucky Infrastructure Authority Loan, dated February 21 , 1995 (the "1995 KIA Loan"); (iii) 
Kentucky InfrastructureAuthority Loan, dated January IJ 2005 (the "2005 KIA Loan"); and (iv) First 
Guaranty Bank line of credit to the District, dated May 2, 2009 (the "Line of Credit") [hereinafter 
the 1993 KIA Loan, 1995 KIA Loan and 2005 KIA Loan are collectively referred to as the "KIA 
Loans'']. Accordingly1 this Bond, ·the Prior RD Bonds and any bonds ran.king on a parity therewith, 
are payable from and secured by a pledge of the gross revenues to be derived from the operation of 
the System, after providing for the requirements of the KIA Loans and the Line of Credit. 

This Bond has been issued in full compliance with the Current Bond Resolution and the Prior 
RD Bond Resolution; and this Bond, and any bonds ranking on a parity therewith thatmay be issued 
and outstanding under the conditions and restrictions of the Current Bond Resolution and the Prior 
RD Bond Resolution, are and will continue to be payable from revenues which shall be set aside in 
a fund for that purpose and identified as the "Southern Water and Sewer District Waterworks 
Sinking Fund of 200211

, created in the 2002 Bond Resolution. 

This Bond does not constitute an indebtedness of the District within the meaning of any 
constitutional or statutory provisions or limitations -and is payable solely out of the revenues of the 
System. As provided in the Current Bond Resolution, the District covenants that so long as any of 
the Prior RD Bonds and/or this Bond, are outstanding, the System will be continuously owned and 
operated by the District as a revenue producing public undertaking within the meaning of the 
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aforesaid Act for the security and source of payment of the Prior RD Bonds and of this Bond, and 
that the District will .fix, and if necessary adjust, from time to time, such rates for the services and 
facilities of the System and will collect and account for the revenues therefrom sufficient to pay 
promptly the principal of and interest on the Prior RD Bonds, this Bond and all other bonds ranlong 
on a parity therewith as may be outstanding from time to time, to pay the cost of operation and 
maintenance of the System and to provide for the depreciation thereof 

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

This Bond shall be registered as to principal and interest in the name of the owner hereo~ 
after which it shall be transferable only upon p,resentation to the Secretary of the District as the Bond 
Registrar, with a written transfer duly acknowledged by the registered owner or its duly authorized 
attorney, which transfer shall be noted upon this Bond and upon theregistration book oftbeDistrict 
kept for that purpose. 

The District, at its option, shall have the right to prepay, on any interest payment date on and 
after January l ; 2018, in inverse chronological order of the installments due on this Bond, the entire 
principal amount of this Bond then remaining unpaid, or such lesser portion thereof, in a multiple 
of One Hundred DoJlars ($100), as the District may determine, at a price in an amount equivalent 
to the principal amount to be prepaid plus accrued interest to the date of prepayment, without any 
prepayment premium. Notice of such prepayment shall be given by registered mail to the registered 
owner of this Bond or its assignee, at least 30 days prior to the date fi.xed for prepayment. Notice 
of such prepayment may be waived with the written consent of the registered owner of this Bond. 

So long as the registered owner of this Bond is the United States of Americ~ or any agency 
thereof, the entire principal amount of this Bond, or installments in multiples of $100, may be 
prepaid at any time in inverse chronological order of the installments due. 

Upon default in the payment of any principal or interest payment on this Bond, or upon 
failure by the District to comply with any otherpro\rision of this Bond or with any provision of the 
Current Bond Resolution, the registered owner may, at its option, institute all tights and remedies 
provided by Jaw or by said Current Bond Resolution. 

It is hereby certified, recited and declared that all acts, conili tions and things required to exist, 
happen and be performed precedent to and in the issuance of this Bond, do exist, have happened and 
have been performed in due time, fonn and manner as required by law, and that the face amount of 
this Bond, together with all other obligations of the District, does not exceed any limit prescribed 
by the Constitution or Statutes of the Commonwealth of Kentucky. 
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IN WITNESS WHEREOF said Southern Water and Sewer District, by its Board of 
Commissioners, has caused this Bond to be executed by its Chairperson its corporate seal to be 
hereunto affixed and attested by its Secretary, on the date of this Bond, which is 

Attest: 

Secre ary 

( eal of District 

Southern Water and Sewer District 

B ----------------
Cb.ai.q,e on 

PROVTSIO FOR REGISTRATION 

Tb.is Bond shall be registered on the registration b ok of the District kept for that purpo e 
by the Secretary as Bond Registrar, upon presentation liereof to said ecretary, who hall make 
notation of such registration in the registration blank, and this Bond may th reafter be transferred 
only upon written transfer acknowledged by the registered owner or its attom y, such transfer t b 
made on aid bo k and endorsed hereon. 

Dateo 
R . trati egis on 

ameof 
R . dO egistere wner 

SIGNME T 

0 on eg1s ar 
ignarure 

fB dR · tr 

F r value rec iv d, this Bond is h reby as igned, without re ourse and subject o all f 1ts 

tenns and onditions, unt -----------~ this __ d y o 

By ___________ _ 



EXHIBIT C 

REQUISITION CERTIFICATE 

Re: Southern Water and Sewer District Waterworks Revenue Bonds, Series 2009~ in the 
principal amount of $530,000 

The undersigned hereby certify as follows: 

1. That they are the signatories required for construction and/or administrative draws 
pursuant to the Bond Resolution adopted by the Southern Water and Sewer District (the "District") 
of Floyd and Knott Counties, Kentucky. 

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

3. That upon said amount being Jent to said District and/or obtained by said District 
from the proceeds of the Current Bonds and/or other sources, the undersigned approve such expen­
diture and the payment of said amounts to said firms and/or persons, either directly or from amounts 
deposit in the 11Southern Water and Sewer District Construction Account". 

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

IN TESTIMONY WHEREOF, witness the signature of the undersigned, this __ day of 
____ ,20 __ . 

SOUTHERN WATER AND SEWER 
DISTRICT 

By ____________ _ 

Approved on _ _______ _ 

Rural Development 

By ___________ _ 
Authorized RD Official 

Approved on _______ _ 

C-1 

KENTUCKY ENGINEERING GROUP 

By ______________ _ 

Registered Professional Engineer 
State of Kentucky No. _ _____ _ 

Approved on __________ _ 

Amount expended heretofore$ ____ _ 

Amount approved herein ___ ___ _ 

Total -------



EXHIBIT A TO REQUISITION CERTIFICATE 

Name. ofEntityJPerson Amount 
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SUPPLEMENTAL BOND RESOLUTION 

RESOLUTION OF THE SOUTHERN WATER AND SEWER DISTRICT 
SUPPLEMENTING A RESOLUTION PREVIOUSLY ADOPTED BY SAID 
DISTRICT ON NOVEMBER 2, 2009 RELATING TO THE 
AUTHORIZATION, ISSUANCE AND SALE OF $530,000 PRINCIPAL 
AMOUNTOF SOUTHERN WATER ANO SEWER DISTRICT 
WATERWORKS REVENUE BONDS, SERIES 2009; SETTING FORTH 
ADDITIONAL TERMS, CONDITIONS AND ELECTIONS IN CONNECTION 
WITH THE ISSUANCE OF SAID BONDS PURSUANT TO THE AMERICAN 
RECOVERY AND REINVESTMENT ACT OF 2009. 

WHEREAS, the Southern Water and Sewer District (the "Districtn) is in the process of 
c0nstructing certain extensions, additions and improvements (the ''Project") to the waterworks 
system of the District, said Ptoject being financed, in part, through the issuance of $530,000 of 
Southern Water and Sewer District Waterworks Revenue Bonds, Series 2009 (the 112009 Bonds"); 
authorized pursuant to a Resolution adopted by the Board of Com.missioners of the District on 
November 2, 2009 (the "2009 Bond Resolution"), and 

WHEREAS, the 2009 Bonds were sold by competitive sale on November 5, 2009 on a tax­
exempt basis to the U.S. Department of Agriculture, acting through Rural Development ("RD''), and 

WHEREAS, the American Recovery and Reinvestment Act of2009 (" ARRA") provides for 
the issuance of"Build American Bonds-Direct Payment" ("BABs") to finance projects commenced 
on and after February 17, 2009, provided suchBABs meet the requirements of ARRA and are issued 
on or prior to December 31, 2010, and 

WHEREAS, in order to have the 2009 Bonds issued as BABs. it is necessary for the District 
to irrevocably elect to have the provisions of Section 54AA and subsection 54M(g) ofthe Internal 
Revenue Code of 1986, as amended (the "Code'') apply to said 2009 Bonds, and 

WHEREAS, as a resu.lt of the designation of the 2009 Bonds as BABs, the District will 
receive payments from the U.S. Treasury Department equal to 35% of the interest payments on the 
2009 Bonds, and 

WHEREAS, it is necessary for the District to supplement the 2009 Bond Resolution in order 
to evidence the District's irrevocable election to have the 2009 Bonds issued as BABs and :further 
to provide that the District will comply with the ARRA restrictions regarding BABs. 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF COMMISSIONERS OF 
THE SOUTHERN WATER AND SEWER DISTRICT AS FOLLOWS: 

1. Tax Covenants Relating to 2009 Bonds. The District hereby makes an irrevocable 
election to designate the 2009 Bonds as "Build America Bonds" under Section 54AA of the Code 
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and also irrevocably elects to have the provisions of Section 54AA(g) of the Code apply to the 2009 
Bonds so that said 2009 Bonds will be deemed "qualified bonds" and the District will receive a 
refundable credit under Section 6431 of the Code equal to 35% of the stated interest paid on the2009 
Bonds. 

Pursuant to the provisions of ARRA, the District covenants and agrees that: 

(i) All of the excess of (a) the available project proceeds (as defined in Section 
54A of the Code to mean sale proceeds of the 2009 Bonds less not more than 2% of such 
proceeds used to pay costs of issuance plus investment proceeds thereon), over (b) any 
amounts in a reasonably required reserve fund (within the meaning of Section l 50(a)(3) of 
the Code) with respect to such issue, sbaJI be used for capital expenditures; 

(ii) It shall comply with the requirements of Section 54AA(g) of the Code to 
assure eligioility of the District for receipt of the direct. pay interest credit; 

(iii) The issue price (reofferingprice) of the 2009 Bonds of the same maturity does 
not exceed the par amount by more than .25% multiplied by the number of complete years 
to the earlier of the maturity date or the .first optional redemption date for such2009 Bonds; 
and 

(iv) It shall not use orpermil lhe use of any oftbe funds provided by the 2009 
Bonds in such a manner as to. or take or-omit to take any action which would, impair the 
status of the 2009 Bonds as "qualified bonds" under Section 54AA of the Code. 

2 . 2009 Bonds to be issued as taxable bonds. The 2009 Bonds shall be issued as tax.able 
bonds and accordingly, the interest on the 2009 Bonds shall be includable in gross income for 
Federal income tax purposes. The District understands that pursuant to Section 54AA ofthe Code, 
the 2009 Bonds must meet all of the provisions of the Code relating to tax-exempt bonds and the 
District covenants and agrees to abide by aU of such provisions. 

3. District agrees to ftle necessary forms. The District hereby agrcees to file or cause to be 
filed, in a timely manner, any and all necessary forms required by the Code, including, but not 
limited to IRS Fann 8038-B, Information Return for Build America Bonds and Recovery Zone 
Economic Development Bonds and IRS Form 8038-CP, Return for Credit Payments for Issuers of 
Qualified Bonds. The District also agrees to complete and file or cause to be filed, in a timely 
manner, any aod all other form and questionnaires received by the District, including, but not limited 
to IRS Form 14127, Direct Pay Bonds Compliance Questionnaire. 

4. Post compUance agreement. The District hereby agrees to enter into a post compliance 
i:igreement, if necessary in the opinion of Rubin & Hays, Bond CollllSel, in order to assure the 
continued compliance with all present and future requirements of the Code relating to BABs. 



5. Provisions in Conflict Repealed. All resolutions and orders, or parts thereof, in conflict 
with the provisions of this Resolution, are, to the. extent of such conflict, hereby repealed. 

6. Effective Date of Resolution. This Resolution shall take effect from and after its 
adoption and approval. 

Introduced, read and adopted by the Board of Commissioners of the District on August 30, 
2010. 

(Seal of District) 

Attest: 

v/!!_tuM ~ 
Secretary 

CERTIFICATE OF SECRETARY 

1, the undersigned, the duly qualified and acting Secretary of the Southern Water and Sewer 
District, do hereby certify that the foregoing is a true and correct copy of a Resolution which was 
read and adopted by the Board of Commissioners of said District on August 30, 201 Oi that said 
Resolution was then placed on file in my office for public inspection in its completed form, was 
executed by the Chairperson and attested by the Secretary, and that said Resolution has been duly 
recorded in the official records of the District, as shown by the official records of said District in my 
custody and under my control. I further certify that said meeting was either a reguJar or special 
meeting, duly held in accordance with all applicable requirements of Kentucky law, including 
KRS 61.810, 61.815, 61.820 and 61.823, that a quorum was present at such meeting, that said 
Resolution has not been modified, amended, revoked or repealed, and that the same is now in fuJl 
force and effect. 

lN WITNESS WHEREOF, I have hereto set my band as Secretary and the official seal of the 
Districtthis August 30, 2010. 

Secretary 
(Seal of District) 
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Loan No· '369285 .. 3862.6 

· MODll'I'CATIOM AGREEMENT 

THIS"MODlt.(CATION AGREEMENT iBmade as of1hm _2 _day of December , 20~ 
between Cltizena Bank.oJ·Keu~clcy. a:bankinQ coJ;Pmation.organize4 urtBet the.laws pf the Commonwealth of 
kentucky (her.cfuatter "Bank'-'). SQu1;hl!m ~ater: l.~er D~rlc;t . 
(th.er -Borrower,~ whether one ormopfin'llUjnber). 

Deftpltlppf. AJJ Used in this Modification Ag:re:~mcnt, the terms have the following meanings: 

B6rro,ter. Refers to any individual·()rentity signing this Modification A&reement, either 
· individualllY, collectively, or on bc'blilfofa legal entity, including all heirs, assigns, executors and 
adininistratQra. 
-Bank. Refers· to Citizens Blmi of .l(dnluoky, its partfoipants or 11yndi'catdrs, sqc·cessors, assigns 
oi' ahy pmon or entity Which,acquires•"n interest in this Modification Agreemen or the 
under:yljns J>l'.Om1asory Note. collateral ,and relevant loan documcsnts. 
~romlm,ry Note., Refer, fo·.the previous agrecatcnt(,0 'Borrower made with the Bank ·to repay 
money borrowed, Including all loan agreements, Promisili>ry' Notes, or other document which 
evidences Borrower•s inde~tedncss ~ obligation to pay .the Bank. including.but not limited to, 
all ,miensions, renewals, priorr modificatioos and ,ubstjtutlons. · 
€oOateraL Roten to all property in which ·the Borrower gnmlcd Bank an interest or Mortgage 
to·acouro tcl)a)'l'ncnt,0f thc mpnica loaned'to Borrowers ~ursµant to the terms of the Promissory 
Note,1md all loan docbmenra. 
Loan 'J)acqrntntl, Refers tQ Ill MOcfgdgcs, Socurity Agreements, Loan A~ents, UCC- J or 
.-iiy ,otl'idr dacumcnts-.c,x.ewt~ by the.Borrower in. coajunction with· tho P.romissory Note 
~ in mt. Mckllftcation .A~ent. 
Rc.dt•ll On the 17111 day .of ---- 1917 Bom:,wer:s executed a. 
Ptomt11oey N'Qtc, ~Pl>S with o'th1r l0ara dooµmenta, for th~ original i'ndebtedneee. of 
. Oinl~,.,.,.,_,.,•r~~~~iq111u,o Dollars 
($U1;1M.OD } owod to 8aJ'lk As of the date.ofthia Modification Agreetnont. the current 
pri'nc~l balance :of the iqd(,btcd.Q,"85•.is ~~lhouAftd NIM~~ £1cMY.l),._a II/JOO 
_ _.._ _____ ·_ ,..,..tlQllan ($~~.NlM ). 

Mpdlft9'?, FQt 'llaiue rpcejved, B01TO\Vet .and tbc Bank agteo to Jfu>dify the terms of tho 
Promiaaory qte only to thefollowing extent, with all otber1'erms of the loan· documents remaining in 
full fo@c ,and, effebt.. I! an,y ~xes below 8l'CI chocked, onJy those terttil shall modify,•the .Promissory' 
Note-. 

1. Intemt Ba~; 

D Vamb(e llltenat RAte: Inferclt Tate •~jc,et to change -&om time to tin)e baaed 
on ohJln~• r, the in~pe,ndQn' 1r,dex w&ich is. _ _ _ _______ _ 
(the ••Jrute1t'1) . If tho Index. become• unavailable durina th.e tenn of this Joan, 

nvaui D+/~:l.'I 

Po,& 3. of S 
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.Lendtr$y dcsjgiWc,a'substitute'fud9t-afte't notifying the borrower. T,he 
In~ C'QiTently1s ___ % per annum. Interest on fhe Qnpaid principal will 
be calt\t~fed ~iq-Jl 'rate> equi1 '1') th&-eurrent lfidex or_ ~tcentage,.point 
above- ~the 1ndex adjusted daily witn !lilbor of % and a ceiling of 
__ r.4 not to ~cccd themaximmn rate allowed byapplicab1e law. 

lv'J Pt¥ea Ra-= rn~.rate ietjlanged to a thed-mte of 4,2.50,¾ per annum. 

~ fayme&t T1r1119; 

□ Tbe'Jriaturity ~pf the Prom~ry. -Nofe:is changed to ____ ___, 20 ___ . 
Bx .. (hOC's or :AdJD.inisp-ative Ext), 

0 -Pa~le-on delnand, o.r on ______ ..,. 20_1taeinand is not soonor made 
(tffa time 0£:pa~t i,t b~bi r,,forred to ~ .. Maturity'). Bx. (I;ettcr of Credit) 

0s1DJ1e Payment; . ijo(tower will pa)' this loan io one paymeni of all outstanding· princ;ipal 
plus a11 ~ wipaid interest on ____ ___, 20_ ~in referred-to as 
''Ml\turitr Pat!")· . 

!ti') Pdnclpal & In.west: -Payable in~ ~ual copsecUtive principal and interest payments of 
·$ 2~0;85 capli, COPllD~olng oii: December lOtb 1 20 ~ and on 'th~ same. calendar 
day bf,~h: such dal~Qdar _period ·~ and n;iY'fina1 pay.µ,.ehtWitt be for a11 outstQnding 
prlnoipa1-plus ill l\CCIUed UJJP8i$1 interevt. due" on November 20th • 20 ~ (herein 
rcfened to u ''Mamrlty'1, · 

Ointere,t Onl)i: piwable-mb1idily ~aiooing _____ _____, 20_ and con•ecutivoly 
on 1he same cal.en~ C,ay o.,f'eacb such calendar po1:io"d,-thoreaftcr. JJorrowcr will pay this loan 
iq one·~ otJ•ll outstanding priticip1d1 plus all accrued ~paid interest on _ _ _ _ 
___J 20_ (hert,in referred lo as 'Maturity D11te ') 

' li'I Mddtfl~•tl~n fee 1 $ 400.00 

The ~ res~ ihe ri'gbt to. MU•t tftc ftxed :R8)1tncnt arnoUlft Qn IIJl llffllual basis ti> an amount sufficient to 
maintain the initial ainQTtizatl9J1-pcriod. A -negative amod:iDtion will not be allowed. 

f 

131\Qk ~ abatsc,a propa~ prerpium equal to NIA Qfthe aut:sianding principal balance should' the borrower 
fflfiruuloc and pkyoft'tbc loan prior-to maturity. Thii penalty wttl not'bo assessed, abo,uld the property be sold by 
the Bo1towcr 9r1hc loan :ia rcfinanctd with Citizcos ,138M of KentQeky. 

Cpgtlpqadob oll)nJM. &:cept u specifically amended in this,Mddifioatlon Agreement, ail terms of the 
P1'0trdnory Ndtlo a410J111 .doeumcrrcs rmnatn 1n cfttct 

lntm,retadop, Wbenevet Used; the singular ittc~es thei plural and -the phu,il lncludes the, sin~lar. The 
1ettioq headinp aNrfor eon~ortlen.Cb orily: and·ahl nqt to be, used, to lnterprot or defino the teffll8 ofthia 
Modification. 

revlu,t. <>+I'-"'"" 
Pas, :l of S 
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Seqmty. It ii'.inutoa)ly Qreed ~ IID9-~ng_the. parties be~ that:n-othlng herein contained shall in any I 
wayim.D"fir lbe-m.ll1tera1 :securlg, ngw held tor the indebtedness evidenu.d. by the.Promissoey Note, t 
Mortga$C(s} c'fdlor-SeGurjty A.Sft'mll;Jlt$• nor·wa:ive; annuJ, vary-or,affet;t:an}'provision, c~ndition, covenant or 
Qn:eJnent CO'nfaitld'.4:m the }'J:dmissQry Note. ex~t aa herein amended, nor-affeGtor impair any tights, powers 
QJ' ,eiirediea ~ th~l>ro.missoty:}goto. ~¥odUication Agreerti.ent-d~ not extend the exp~tion date(s) or 
eiµ~ tho~(~). o~ W'l)ro,PeJ'iY;.iPh~ical<f~gc.;credit andY'm aij}' oU\er' ins\JJit;ncc written in connection 
w.itlt~d/~{ finafree<I b:S,:said P~~i3SJ>ry.Note._Except·ts hctein ·and hemb_y expressly_modffi'cat, sai'd 
M~on Agn,emcmt. alonJ·w1lli.-the ProllllS80ry Note anti loan QOC~ts, COillainS the entire agreement of 
tbe:i,artics a.n4-t)Je~d~ignecl do,h'ereby1'1ify.and cfintirm th~ tenps_ofsaidModificatto~ all,of'Which shall 
remain in. fult/ortld ililcl. eff.eot "8 rn~ifiecU1ercfn . 

• 
IN WITNE$S llEREOF, th~ Modijication• A_greement is exec.utedtl) ifby individuals, -by hereunto setting 
thejr handl \ll\~iril b,tadaption tjf Jhe. wor.d 'SBAU' appearlng., next to ~e tmiivtdual's nam~s. (2) ifby a 
ObrponW~ bj fil,e d11ty .auttiorizcd officers oflho cotp()l'ltfon on it.tJ pehaftundm-.soa:1 by adoption of the 
facsimile.~ ~fed hereon fol'"suq'h.purposc or, ff an imprcssiort seahJ?peara hereon, by affixing such 
impression,~ ot Q,) µ'.by, parl;nqnibip br limited.liability 00111pao.y, by tho :dolt ·a~tborized partners .of the 
J)Brtrnml\tportn~~mtoasm orthe limited tlability company on its bebalfunder sea] 'by a<loptiotr of the 
word "SBA.Ir appearing DCJJt to fbeinamc of the partnctship or limited lfatii1ity company and/or the signatures °' tho· pa:rmm ot:fflCIJl~gct;S. D aflhc day ,na year fir,,st above written. 

I 

crr~SBA.NKPFKBNWCK't' 

,. 

I .. 

BORROWER. 
Soutttern Water; & ~wer-Olstda 

(NAME OF OOJU>bRA TION, Ll..C OR PARTNERSHIP) 

Bin 19:~ ~ - "/a/.,/4' (Seal) 
~tmlfl ~ 

....-----------4-,--,.---(S~I) 
Date 

:Qy; 
Titf~• 

By: __ ---.-______ _ ___ (Seal) 

T1tle 

Individuals. 

Signature 

s'i'snatute. 

Signa~re 

(Soal) 
Date 

(Seal) 
Date 

(Seal) 
t>ate 

"""'"' o,f/UJ./ 'J. ff 
Pt¥JC ! · oP 5' 
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•· . 014w. ALTHOFJanq11JGJ{Y 

COUNTY'. 
- ., . 

1~ LJ,.st4 ~ 4mJ . a :No~zy Publl~ ·Qf~thellfo~d.County and State, d.o ,hereby 

C"eftify tba\ J-e.f :;f .PJ~-k f personally ·appeared before me this day and 

acknO'Wl~ged the .foregoing instr\ml-ei'!t, 

Wltnm-my lumd and •Iii~ Ibo 
Mrco~lision expires' ~ £; 

(Seal} 

COMMONW'aliLTR OF.Jq3NIDClCY 
__,. _______ CQUN"J'Y 

i _______ _..: ___ __.. a },(o~ Pvhlio of the afotchid Counf>1'81ld State, do hereby 

ocrtify,th,t 1 pm,onall)' came beforo: me this day and acknowledged 
tlathe/sbeltl\ey ii/ate.__ __________ of _ __________ ...;..__ a 

COtpOration/limited tiabili1;y cpmpany.-and that'helsho/they, 4a,its __________ _ 

of..._ _________ ___, betna •llthorized ~ do ,o, ex~uted the. foregolfig on bettatlf of 

tho COl'pOratiQ.,ltimltcd iabi.Jµy company. 

l 
Witnesa my taan4 .. tJd offici~•ell. thia.tbo ___ day Qf _____ 20. __ _ 

My commis,ion Clf.J:,irea: 
. 
' 

l, 
• 

(Notary PubUo) 

rW'/uJ. O•f/~U:f. q 

P11gi If, of'!> 

11 l 
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l 
f:OMMONWBAlTR OF IQ3NTUCKY 

_...__ __ CO'tm~ 
., 

l, __________ _,_ __ __. a Notmy .Pnolic of th&aforesaid County and Sf:ate, do hereby 

certifY.11\at potsonally @me b~ore mtrthis day ~n.d acknowledged , .. 
tbat1idalm1they islare_--....1 ______ __ _. of _ __________ a 

oo~tod liability pompany, and~ hl:llshelthcy,. ~ itii ___ _______ _ 

of •; being authori7.Cd to do sa. extcutcd tb.e foregoing on beba1f of 

,the corponfit>nlli~tcd. Uabt(ity company. 
I 

Wilnus ,ny hand' and officil(l.~eal, his·thc· ___ .day of ___ _ _ _ 20 __ 

" 'My "C()'mn,i:a.si,on ek_pircs; 

(Seat} 

(Notary Public) 

r•vl.U o,f./1:2./1'1 

Pog,. S o, s 
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BUSINESS LOAN AGREEMENT 

Raferenc111 In the boxH above are for Lender's use only and do not limit the appllcebllity of this document t.o any pertlculer loan or lta 
Any Item above contalnln • • • • • ha■ been omitted due to text ten th Uml11tlon1. 

Borrower: SOUTHERN WATER & SE.WEA DISTRICT (TIN: 
81-13162531 
P. 0. Box 810 
McDowell, KY 41847 

Lender: Community Tn11t Barlk, Im:. 
Floyd County Branch 
161 South Lake Drive 
Prntonaburg.KY 41863 

THIS BUSINESS LOAN AOREEMENT d.._d Auguat 23, 2018, II m1d1 ind ex1outed between SOUTHERN WATER & SEWl!R DISTRICT 
("Boffowet") and Community Truet Bank, Inc. l"Lender"I on th• fotlowlng tarme ind aondJdona. Borrower hu r~lved prior commercial lollN 
from Lander or h.11 appUad to tender for• commerolat loan or loane or other flnanolal ecoonwnod■tlona, lncludlnt thoH which may be delorlbed 
on any exhibit o, achadulll ettached ta thil Agr .. mant. BOffow.r underetanda and 111r••• that: IAI In granting, renewing, or e~ any 
Loan, Lender bl relylt,v UpOn Borrower'• reprNantatlonl, w..,.andaa, and egrHmenta u 111 fonh In 111n Agreement: CBI the grentlng, 
renewing, or extending of 1ny Loan by Lender at 1111 dmn ahal be aubject to Lender'• aola Judgment and dlacreUon; end ICI ell .1uch Loana 
aha.II be and remain au~ to the tamw and condldom of 1h11 Agreement. 

TERM •. Thll Agreemen ahell be effective II of Auguat 23, 2019, end ■hell continue In full force end effect until 1uch time II ell of Borrower'• 
Loan, In fevor of Lender have bean paid In full, Including pr1nc;lpel, lntereet, coat,, e,cpenee1, attorn■va' faee, and other fees end chargee, or 
until Auguat 23, 2026. 

CONDITIONS PRECEDENT TO EACH ADVANCE. Lendar'a obligation to make the lnltlel Advance end each eubsequent Advance under this 
Agreement ehall be eub/act to the tulflllmant to Lender'■ 11tlsf10tlon of eU of the condition• eat forth in tf'tla Agreemen1 and In the Related 
Documan11 . 

Loan DocurNnts. Borrower ahall provide to Lander the follow ng documante for the Loan: Ill th■ Note; 12) Security Agraemenu 
granting 10 Lender aecurlry lntereats n the Collateral: 131 financing 1tatamant1 and all other docum1n11 perfecting Lender•, Security 
Interests; (41 av dance ol lnaurence H required below; 161 together with all auch Related Documents H I.ender may require for the Loan; 
all In form and 1ub1tance eatletectory to Lander end Lender' ■ counsel, 

Borrow••• AUlhorlutlon. Borrower ahall have provided In form and 1ub1tanca 111tl1f1crory to Lender properly certified raaolu1lon1, duly 
authorizing the a,cecutlon end delivery of thla Agreement, the Note and the Related Document,. In eddltlon, Borrower ahell have provided 
auch other ra ■ olutton , au horlzetlon1, document• and inatrumenta III Lander or lta counaal, may require . 

Payment of FNa and EJrpenan. Borrower ehell have paid to Lender ell feea, chargee. and other 111pan1ea which ere than due end payable 
n epaclfled In this Agreement or any Related Documetlt. 

Repr111ntriona and W•twltlea. The repr aentatlons end werr1nt1111 sat forth In thla Agreement, In the Related Documanta, and In any 
document or certificate delivered to Lender under thle Agreement ere true end correct. 

No Event of Defa\llt. There ahall not axlat et the time of any Advance a condition which would con1tltute an Evant of Oefeult under this 
Agreement or under any R1l111d Document. 

REPRESENTATIONS AND WARRANTIES . Borrower repreaenta and warrant• to Lender, 11 ol t.he data or th I Agreement, 11 of the data ot each 
dl1bur11m1nt of loan proceeds, u of u,, date of any renewal. ext1n1lon or modification of any Loan, end et ell thnee any lndebtedn111 e11l1t1; 

Organtuuon. Borrower 11 a govemmantal entity which 11, end et ell time■ ahall be, duly organized, va11dly a,clst ng, and In good 111ndlng 
uncle, and by vlnua of 1hl l1w1 of the Commonwaelth of Kentucky. Borrower 11 duly euthorlied lo tranH101 bu1lne1■ In ell other 1ta1ea In 
which Bonower la doing bualne11, having obtained all nec11Hry flllng1, governmental llcenaaa and approval• lor ooch 1111a In whlcl'I 
Borrower la doing bu1lne11. Speclflcally, Borrower 11, and at 111 tlmea ahall be, duly quellflad 111 • loralgn In ell 1111aa In which the failure to 
10 quelffy would have • materiel adver11 effect on ita bualne11 or financial condition. Borrower hH the full p0we, 11nd authority to own i t ■ 
propertiea and to tran11ct the bu1lne11 In which It la preaently engaged or preaantly propo111 to engage. Borrower maintain• an office at 
245 KY Rt 680, McDowell, KY 41647 . Unla■a Borrower haa d11lgnatad otherwlee In wrlllng, the principal office la the office at which 
Borrower keep, lte book■ end record■ lnoludlng Its record• concerning the Collateral. Borrower will notify Lender prior to any change In the 
location or Borrower'• erete of orgenlntlon or any change In Borrower '• name. Borrower 1hall do all thlnga neca1111ry to p,eeerve and to 
lceep In full force end effect It• eJtletenee, rlgh11 end privllegea, and ehall comply with ell regulatlone, rulea, ord nencee, atetutea, orders end 
decreea of any gov.wrvnentel or quaal-govemmantal authority or coun eppllceble to Borrower and Borrower'• bu1lne11 actlvltlH. 

A11umad Bu■ lnela NINON . Borrower hae filed or recorded all documante or flllnga required by law relating to 111 111urned l;lu1ln111 namea 
uaed by Borrowe,, Excluding rha name of Borrower, the following le II complete llet of all 111umed bu1lne11 name, under whtch Borrower 
doH buslr,eH: Non.. 

Audloriution. Borrowar'a execution, delivery, end performance of thi1 Agreement and ell the Related Documen'8 l')ava been duly 
authorized by ell n101111ry ectlon by Borrower end do 001 conflict with, reault In • violation ol, or conetltuta • default under (1) any 
provlaton of any agreement or other lnatrument binding upon Borrower or (21 any law, govemmental regutetlon, court decree, or order 
appllceble to Borrower or to Borrower'• propertlee. 

Flnancl■I Information. Each of Borrower'• flnenclel 1111ement1 auppllad to Lender truly end completely dlacloaed Borrower' , financial 
condition u of the date of th• etatament, end there hae been no material adVar111 change In Borrower·• flnanclal condltl1>n 1ubeaqu1nt to 
the deta of the moat recent tlnencial 1t111m1nt auppllad to Lender. Borrower hae no materiel contingent obllgatlone except •• dlacloeed .In 
auch financial 1tetement1. 

Legal Effect. Thia Agreement oonslltutee, end eny lnetrument or agreement Borrower la required to give under thi1 Agreement when 
dellvered wlll conetltute legal, velld, end binding obllgetlona or Borrower enforceable 1g1Jn1t Borrower In accordance with their reapectlve 
term,. 

Propanln . Except u contemplated by thla Agreement or II prevlouely di1clo1ad In Borrower·• financial 1t1t1ment1 or In wrltl"9 to Lender 
end 11_ ec_ceptad by Lend~r, !nd 111capt tor P!~!:" tax li~n• for te11e1 not p,aaently due ~nd payabl~, ~,rower owna ! "d hH good lltfe to 
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eatlefaction of thi1 Agreement and shall not be affected by Lender'a acquisition of any interest in any of tne Collateral. whether by 
foreclosure or otherwise. 

Litigation and Clalma. No litigation, clalm, Investigation, administrative proceeding or similar action !Including those tor unpaid ta)(es) 
against Borrower la pending or threatened, and no other event has occurred which may materially adversely affect Borrower's financial 
condition or propert189, other than lltlgatlon. claims, or other event.a, If any, that have been dlaclosed to and acknowledged by Lender in 
writing. 

TaxH, To the best of Borrower's knowledge, all of Borrower's tax returns and reports that are or were required to be filed, have bean 
tiled, and all taxes, a11Se11ment1 and other governmental charges nave been paid In full, except those preaently being or to be contested by 
Borrower in good faith in the ordinary course of busineBS and for which adequate reserves have been provided. 

lien Prlarfty. Unla11 otherwise pravioualy discloaad to Lander In writing, Borrower haa not entered Into or granted any Security 
Agreements, or. permitted the fifing or attachment of any Security Interests on or affecting any of the Collateral directly or indirectly 
securing repayment of Borrower·• Loan and Note, that would be prior or that may In any way be auperior to Lander's Security lntereata and 
righta In and to 1uoh Collateral, 

Binding EffllCt. Thia Agreement, the Nole, all Security Agreerntinta (II any), end all Related Document• ere binding upon the signers 
thereof, ea wall ea upon their 1uoce11ora, rapreaentetlvaa and a11lgn1, end are legally enforceable In accordance with their ra■pactlve 
term■ . 

AFFIRMATIVE COVENANTS. Borrower covenant• and agraae with Lander that, 10 long II thlt Agreement remains In affect, Borrower will : 

NoticH of Clalma and Lltlptlon. Promptly Inform Lender in writing of 111 all material adverH change• In Borrower'■ financial condition, 
end 121 all exl1tlng end all thraetened litigation, clalma, lnvaatlgatlont, tdmlnlatretlve proceeding• or aimllar actlona effecting Borrowa, or 
any Guarantor which could materlally affect the flnanclal condition of Borrower or the financial condition of any Guarantor. 

Flnanc:uil Record■ . Maintain ltl books and records fn accordance with GAAP, app/led on a con1l11ent bHlt, end permit Lander to examine 
and audit Borrower'• booka and records at 111 reasonable tlmea. 

Flnanolal Statements. Fumlah Lander w ith the following : 

Annual St.aunwNrta, Aa aoon ea avallable. but In no avant later than one-hundred-twenty 1120) deya aher the end of eeoh fi1cal year, 
Borrower'• balance sheet and Income 11at1mant for the yaar ended, compiled by a certified public accountant aalisfactory to Lander. 

Tu Ratuma. Aa aoon as a11all1bla, but In no event later than one-hundred-twenty 1120) day1 after the applicable filing date tor tha tax 
reporting p1riod 1nded, Borrower'a Federal 1nd other governmental tax return,, prepared by a certified public accountant aetlafactory 
to Lender. 

All financial report■ required to be provided under thia Agreement ahell be prapared In accordance with GAAP, appllad on a con1t111nt 
baals, and certified by Borrower 1111 being true and correct. 

Addhlontl lnformadon. Furnlah 1uch additional Information and atatamenta, 11 Lender may requaat from time to time. 

Insurance. Maintain fire Ind other risk ln1uranca, public liablllty inturence, 1nd auch other insurance ea Lender may raqulra with raapect to 
Borrower's propertle1 and operatlona, In form, amounte, co11Brage1 and with lnturanca companlea acceptable to Lender . Borrower, upon 
raqu.11 of Lender, wlll deliver to Lander from time to time the pollclee or certlflcatea of lnaurance In form 11tlsfactory to Lander, Including 
1tlpul11lon1 that coveree-1 w/U not be canceHad or dlmlnl1had without at least thirty 1301 dava prior written notice to Lender. Each 
lnauranoe policy also thall Include an andor1&ment providing that coverage In favor of Lander wlll not be Impaired In any way by any act, 
oml11lon or default of Borrower or any other person. In connection with all pollclea covering 1111111 In which Lender holdt or 11 offered a 
11curltv lntereat for the Loane, Borrower wlll provide Lender with 1uch lander'a lo11 payable or other end0faement1 ea Lander may raquha. 

lneuranae Repor11 . Furnish to Lander, upon requeat of Lender, report■ on each a,cl1tlng ln1urance policy ahowlng such Information a■ 
Lender may reHonably raqueat, Including without limitation the followlng: 11) the name of the lnaurar; 12) the rl1k1 lnaured; 13) the 
amount of the policy; 141 the propertlaa lnaured; 161 the than currant property valuea on the beala of which ln1urance hea bean obtained, 
and the manner of determining thoae v1lues; and 161 the expiration date of the policy. In addition, upon requaat of Lander (however not 
mor ohan than annually), Borrower wlll have an Independent apprelaer eetlstactory to Lender determine, 81 applicable, the actual c111h 
value Of replacement coat of any Collateral. The eoat of auch appraisal shall be paid by Borrower. 

Other AgrNmenta. Comply with all term, and condition, of all other egreementa, whether now or hereafter eJClatlng, between Borrower 
and any other party and notify Lender Immediately in writing of any default in connection with ony other auch agreements. 

Loan ProcNds. UH all Loan proceeds solely for Borrower'• buslne11 operetiona, unleas 1peclflc11ly consented to the contrary by Lender in 
writing. 

Te .. ,, Charp1 and Lien■ • Pay and dlacharge when due all of lta lndabt11dna11 and oblig11lons, Including without Umltatlon all 1111a11ment1, 
taxea, govemmantal chorgea, lavlH and llena, or every kind and nature, lmpoaed upon Borrower or Its properties, income, or proms, prior 
to the date on which penaltl&1 would attach, and all lawful clalma that, II unpaid, might become a lien or charge upon any of Borrowor·a 
propertlaa, Income, or profit1 . Provided however, Borrower will not be required to pay and dlacharge any such aaaeaamant, tu, charge, 
levy, lien Of c1,1m 10 long 11 111 the leg1llty ot the aame shill be conteatad In good faith by appropriate proceedings, and 121 Borrower 
ahall have eatabll1hed on Borrower•, book1 1dequ11e re11rv11 with raapact to 1uch contaatad a&1e11mant, tax, charge, levy, lien, or claim 
In accordance with GAAP. 

Performance. Perform and comply, In a timely manner, with 111 terms, condition,, and provlalon, ■et forth In thl• Agreement, in the Related 
Documenu. and In all other tn,trumenu and agreeriiente between Borrower end Lender. Borrower 1h1II notlty Lender Immediately ln 
writing of any default In connectJon with any ■oraamant . 

Operations. Melntaln e,cecutlve and management paraonnal with 1ub1tantl1lly the een:,e qu,llflcatlon, and axperlanc ea the preaent 
executive and management peraonnal; provide written notice to Lendar of any change In executive and management pereonnel; conduct lta 
bu1lnH1 affairs In a reeaonable and prudent manner. 

EnvlrOIVIMntlll ltudlea. Promptly conduct tnd complete, at Borrow1r'1 expenae, all 1uch inv11tlg1tlon1. 1tudl11, eampllng, and taatlng1 11 
may be requHted by Lender or any governm1nt1I 1uthorhy ralatlve to any 1ubatenc1, or any weata or by-product of 1ny 1ub1tance defined 
11 toxic or a hazardoua aubstance under applicable federal, atate, or local law, rule, regulation, order or directive, at or affecting any 
property or any facility owned, ltaaed or uaed by Borrower. 

CompU.nce with Oovemmentll Requlremente. Comply with all lawa. ordlnencaa, and regulatlona, now or haraaher In affect, or ell 
governmental euthoritlea appllcable to the conduct of Borrower'• propertlH, bu1lne1ee1 and operatlona, and to the uae or occupancy of the 
Collater~l,_ lncludi_ng .~i~~~I llmlt~.tion, the Americana With .. Diaabllltl11 Act. Borr~wer may _contH_t In goo<!_ !11th an~ 1uch I~~• _o_rdln~nc!· 
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aasignmenta, financing statementa, lnatrumenta, documents and other agreementa aa Lender or Its attorneys may reasonably requeat to 
evidence and secure the Loans and to perfect all Security Interests. 

LENDER'S EXPENDITURES. If any action or proceeding la commenced that would materially affect Lender's Interest In the Collateral or if 
Borrower falls to comply with any provision of this Agreement or any Related Documents, including but not limited to Borrower's failure to 
discharge or pay when due any amounts Borrower Is required to discha.rge. or pay under this Agreement or any Related Documents, Lender on 
Borrower·• behalf may (but shall not be obligated to) take any action that Lender deema appropriate, Including but not limited to discharging or 
paying all taxes, Uens, security interests, encumbrances end other claims, et any time levied or placed on any Collateral and paying all costs for 
insuring, maintaining and preserving any Collateral. All such expenditures Incurred or paid by lender for 1uch purposes will then bear interest at 
the rate charged under the Note from the date Incurred or paid by Lender to the date of repayment by Borrower. All such expenses wlll become 
a pert of the lndebtedneH and, at Lender's option, wlll (Al be payable on demand; (Bl be added to the balance of the Note and be 
appartioned among and be payable with any inetallment payrnenta to become due during either ( 1 I the term of any applicable Insurance policy; 
or 121 the remaining term of the Note: or ICI be treated as a balloon payment which will be due and payable at the Note'• maturity. 

NEGATIVE COVENANTS. Borrower covenants and agree■ with Lender that while thla Agreement is In effect, Borrower shall not, without the 
prior written consent of Lender: 

lndebtednaa and U.na. 111 Except for trade debt Incurred In the normal course of bu1lne11 and lndebtadne11 to Lender contemplated by 
thlt Agreement, create, Incur or a11ume lndabtadna11 for borrowed money, Including capital la11e1, 121 aell, transfer, mortgage, a11lgn, 
pledge, leaae, grant a aecurlty lntare■ t In, or encumber any of Borrower' s 1111111 (except ea allowed aa Permitted Lien1), or (3) 11111 with 
recourae any of Borrower'• account,, except to Lender, 

Continuity of Oparlltlona. ( 1 ) Engage in any bu1lne11 ectlvltlea substantially different than thosa In which Borrower la preaently engaged, 
(21 cane operatlona, llquldate, merge or rettructure aa a legal enti ty (whether by dlvlalon or otherwlael, con,olldate w th or acquire any 
other entity, changa Its name, convert to another type of entity or redomaatlcata, dlaaotva or tranafer or sell Collateral out of the ordinary 
course of bualna11, or (3) make any distribution with reapect to any capital account, whether by reduction of capital or otherwise. 

Loans, Acquisition• and Guarantlaa. (1 I Loan, lnvaat In or advance money or aaaeta to any other person, enterprise or entity, (21 
purahaaa, creete or acquire any lntoreet In any other entarprlae or entity, or 131 Incur any obligation aa auraty or guarantor other than In 
the ordinary courae of buslneaa. 

AtrNmanta, Enter Into any agreement containing any provl1lon1 which would be vlolated or breached by the performance of Borrowar'a 
obllgatlon, under thla Agreement or in connection herewith. 

CESSATION OF ADVANCES', If Lender haa made any commitment to make any Loan to Borrower, whether under this Agreement or under any 
other agreement, Lander ahall have no obllgetlon to make Loan Advances or to dl1bur1e Loan proceed• If: (Al Borrower or any Guarantor la In 
default under the term• of this Agreement or any of the Related Document, or any other agraement that Borrower or any Guarantor hH with 
Lender; (Bl Borrower or any Guarantor dlaa, bacomaa Incompetent or becomes ln1olvent, flies • petit ion In bankruptcy or 1lmllar proceadinga, 
or 11 adjudged e bankrupt; ICI there occura a material adveree change In Borrower'• flnancl1I condition, In the flnenclal condition of any 
Guarantor, or In the value of any Collateral aecurlng any Loan; or (DI any Guarantor seek,, olalm1 or otherwlaa anempta to llmlt, modify or 
revoke 1uch Guarantor'• guaranty of the Loan or any other loan with Lender; or (El Lender In good faith deama ltaelf Insecure, even though no 
Event of Default 1h1II have occurred. 

RIOHT OF SETOff. To the extent permitted by appllceble law, Lender r11arvaa a right or aetoff In all Borrower'• 1ccounta with Lender !whether 
checking, 11vlng1, or tome other account). Thi■ Includes 11II account• Borrower hold• Jointly w ith 1omaone elae and all account• Borrower may 
open In the future, However, thle doe, not Include any IRA or Keogh accounts, or any tru1t account• for which aetoff would be prohibited by 
taw. Borrower authorlzaa Lender, to the extent permitted by applicable law, to charge or aetoff all 1um1 owing on the lndabtedne11 agaln1t any 
and all such account• . 

DEFAULT. Each of the following ahall conatitute an Event of Default under thl1 Agreement: 

Payment Default. Borrower falls to make any payment when due under the Loan. 

Other Dafautbl. Borrower fall• to comply with or to perform any other term, obllgatlon, covenant or condition contained In this Agreement 
or In any of the Related Document• or to comply with or to perform any term, obllgatlon, covenant or condltton contained In any other 
agreement between Lender and Borrower. · 

Default In Favor of Third Parties, Borrower or any Grantor default• under any loan, extension of credit, aaaurttv agreement, purchaae or 
■alta agreement, or any other agreement., In favor of any other creditor or peraon that may materially affect any of Borrower'• or any 
Grtntor'a property or Borrower' • or any Grantor'a ability to repay the Loana or perform thei r' reapectlve obllg1tlon1 under this Agreement or 
any of the Related Oocumentt. 

Falla Btatel'Mntl , Any warranty, rep,Hantatlon or etatement made or furn ished to Lender by Borrower or on Borrower'• behalf under 1h11 
AgrHment or the Related Documanta la fillae or mlslaadlng In any matarlal raspect. either now or at the time made or furnished or become, 
fal1e or mlaleadlng at anv time thereafter. 

Death or ln1olvanoy. The death of Borrower or the dl11olu1lon or termination of Borrower•, exletenca 11 • going bu1lne11, the lnaolvency 
of Borrower, the appointment of a receiver for any part of Borrower'• property, eny a11lgnmant for the benefit of credltora, any typo of 
creditor workout, or the commencement of any proceedlnQ under any bankruptcy or lnaolvency lawe by or agalnet Borrower. 

Dafacdva Collat1rall1atlon. Thia Agreement or any of the Related Oooumente aaaaea to be In full force and effect Unaludlng failure of any 
collateral document to craete a velld and perfected aaaurlty lntereat or llan) at anv time and for any re11on. 

Creditor °' Forftfture Procffdlnga . Commencement of foracloaura or forfaltura procaedlng1, whether by Judlcial proceeding, aalf•halp, 
repo11e11lon or any other method, by any creditor of Borrower or by eny governmanttl agancy agalnat any collateral Heuring the Loan . 
Thi• Include• a garnlehment of any ol Borrower's accounta, lncludlng depo11! accounta, with Lender. However, thla Event of Default ahall 
not apply It there la a good faith dispute by Borrower aa to the validity or raa,onableneaa of the clelm which la the beals of the creditor or 
forfeiture proceeding end If Borrower glvea Lender written notice of the creditor or forfeiture proceeding and depo1it1 with Lender moniea or 
a auraty bond for the creditor or lorfeltur proceeding, In an amount determined by Lender, In lta tole dlacretlon, 11 being an tdequate 
re11rve or bond for the dltpute. 

Evanta Atfaotlng Ou•antof. Any of the preceding eventa occur• w ith respect to any Guarantor of any of the lndebtedneaa or eny 
Guarantor dlea or becomaa Incompetent, or revokes or dlaputee the validity of, or llebllltv under, any Guaranty of the lndebtedne111. 

AdvarH Change. A material adveraa change occuu In Borrower'• llnanclal condition, or Lender bellevea the proepact of paymeni or 
performance of the Loan It lmptlred . 

lnaaourlty. Lender In good faith bellevea itaelf lnaacure. 
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aomeone elaa to help enfOfce thia Agreement. and Borrower ahall pay the coat• and expenu1 of auch entoroament. Coats and expenses 
Include Lender'• reasonable attorneys' tee, and legal expensaa whether or not there it a law1uit. Including raaaoMble attorneys' fees and 
laga.l expenaea for bankruptcy proc;aedlng.s Oncluding efforu to modify or vacate any automatic stay or Injunction), appeals, and ,any 
anticipated ~t-tudgment collectJon aervicaa. Borrower 11110 ahall pay all court cosc. and auch additional faee •• may be directed by the 
court. 

Caption Haadlnga. Caption haadinga in thls Agreement a,e tor co.nll8nience purposes only end are not to be used to interpret or define the 
provisions of thl1 Agreement. 

Consent to loan Participation. Borrower ag,-u and contents to Lender 's sale or transfer, whether now or later. ot one or ffl<lre 

participation Interests In the Loan to one or more purchasere, whether related or unrelated to Lender. Lander may provide, without any 
!Imitation whetaoever, to any one or more purchasers, or potential purcha■ers . any informet.lon or knowledga Lender may have about 
Borrower or I.bout any other matter relating to the loan, and Borrower hereby waives any rights to privacy Borrower may have w ith raspect 
to such matters. Borrower additionally waiws any and all notices of Hie of participation Interests, as well Ill all notices of any repurchase 
of such participation lntaraatl. Borrower alao agrees that the purchanra ot al'ly such participation intereste w ill be considered as 1he 
ablolute ownera of auch lnte, .. ts in the Loan and will have all the righta granted under the participation agreement or agreements 
governing the aele of auch participation Interest■. Borrower tunhar waive, ell rights of offset or counterclaim that it may have now or later 
against lal'ldar or agalnat any purchaser of auch a participation ln1ereat and unconditionally agrees that either Lender or such purchaser may 
enforce Borrower's obligation under the Loan Irrespective of the failure or Insolvency ot any holder of any intereat In the Loan. Borrower 
further agree, that the purchaaer ot any such participation interests may enforce its intere1t1 Irrespective of any peraonel clalma or 
dafenaea that Borrower may have agalnat Lender. 

Govamtng Law. Thia Agraemant wll ba gov.mad by federal law ~able to Lander and, to the utent not prNmptacl by t.deral law. the 
lawa of the Commonwealth of Kentueky wtthout reptd to iU conflcta of law pn,vltJona. Thia Agrwnent ha been accepted by Lande, In 
the CommonWNhh of Kentucky. 

Choice of Venue. If there 11 a lawauit, Borrower agreea upon Lender's requeat to aubmit to the Jurisdiction of the court.a of Floyd County, 
Commonweahh of Kentucky. 

No Waiver by Lender. Lander ahall not be deemed to have waived any rights under thla Agreement unleu such waiver is given In writing 
end algned by lender. No delay or om ulon on the part ot Lender in axarclalng any right ehall operate aa a waiver ot such right or any 
other right. A waiver by Lander of II proviaion of this Agreement ahall not pre udlce or conatltute a waiver ot Lander's right otherwise to 
demand atrict complienca w ith that provision or any other provltlon of thia Agreement. No prior waiver by Lander. nor any course of 
dealing between Lander and Borrower, or betwNn Lander and any Grantor, shall conatitute e waiver of any of Lender's rights or of any of 
Borrower' • or any Grantor'a obllgettons 81 to any future tranaactlont . Whenever the consent of Lander le required under this Agreement, 
the granting of auch consent by Lender In any lnatenca ahall not constitute continuing consent to aubsequent lnstancaa where such con1&nt 
is required and In all cases such conaant may be granted or withheld in the 1018 dlacretlon of Lender. 

Notlca. Any notlce required to be given under thl■ Agreement ahall be given n writing, and ■hall be effective when actually dallvared, 
when act\Jally received by telafac■ lmila (unlau otherwise required by law), when deposited with • nationally recognized overnight courier, 
or, If malled, when dapoaited In the United State, mall, u first claas, certified or regl1tered mall postage prepaid, directed to rhe addresses 
ahown near tha beginning of thl■ Agreement. Any party may change ltl eddraaa for notice, under thi1 Agreement by giving formal written 
notice to the other part.ies, apecltylng that the purpoae of the notice ta to chenge the party'a addreu. For notice purposes, Borrower 
agrees to keep Lender Informed at all tlmea of Borrower's current eddra11. Unla11 otherwlaa provided or required by law, if thara la more 
than one Borrower, any notice given by Lender to any Borrower ii deemed to be no ce given to all Borrower■ . 

Sew.ability. tt a court of competent Jurisdiction finds any provlaJon of this Agrnmen1 ro ba Hlegal, invalid, or unenforceable as to any 
clrcum■tance. that finding ahall not make the offendlng provision Illegal, lnvalld, or unanforca■ble II to any other clrcumatance. If feaalble, 
the offending provlal.on ahall be considered modified so that It becomes legal, valid and enforceable. If the offending provision cannot be so 
modified, it ahall be conaiderad deleted from this Agreement. Unle11 otherwise required by law, the Illega lity, lnvalldlty, or unanforceabilltv 
of any provlalon of this Agreement 1hatl not affect the lagelltv, validity or enforcaablllty of any other provision of thla Agreement. 

Subaldlaria and Attllatea of lottower. To the extant the contelrt of any provtalona of this Agreement makes It appropriate, ncludlng 
without llmitatlon any repruentatlon, warrantv or covenant, the word "Borrower• •• uaed In thla Agreement 1hall Include all of Borrower' ■ 
eublldiarlaa and affiliata1. Notwlthatanding the foregoing however, under no circum1tance1 ah11t this Agreement be construed to require 
Lendar to make any Loan or other financl1I accommodetion to eny of Borrower's aubaidlarlea or affillatea. 

Succuaon Ind /uaigna. All covenants and agreement• by or on behalf of Borrower conteinad in thia Agreement or any Related 
Documents ahall bind Borrower·• 1ucceuor1 and asalgna and 1h11II Inure to tha benefit of Lender and its 1ucc1111ors and u1ign1. Borrower 
ahall not. 'howawr, have the right to uslgn Borrower's ri9ht1 under thla Agreement or any lntareat thareln, without the prior written 
content of Lander. 

Survival of Repruentadona and w-,.,tlN. Borrower understands and agreat that In making the Loan, Lender Is rely ng on all 
rapre■antatlona, warrantle1, and covenant• made by Borrower In this Agraem1nt or In any certificate or other lnatrument dellvered by 
Borrower to lender under this Agreement or the Related Oocumantt . Borrower further agree■ thet ragardtau of any lnve11i9atlon made by 
lender. all auch rapreeentat.lon■, warrantlaa end covenanta wlll aurvlva the making of the Loan and delivery to Lender of the Reletad 
Documenta, 1h1II be continuing In n1tur9, and ahall remain In full force and affect until auch time aa Borrower's tnd1btedne11 1hall be paid 
In lull. or unlit thla AgrNment aha11 ba terminated In the manner provided above, whichever I the leat to occur. 

Time la of the Euence. Time ia of tha 111enca n the performance of th I Agra m nt. 

Waive Jury, Al partlu to tta Agraemant hereby waive the rtgh1 to any jury trial In any ac:tlon, proceeding, or counterc'-'m brought by any 
party agalnat any other pwty. 

DEFINITIONS. The followlng capltallied worda and terms ehall have the totlowlng m11nlng1 when ua1d In thla Agr ement. UnlHa apeclfically 
atatad to the contrary, all reterencea to dollar amounta shall mean amounta In lawful money of the United Statea of America. Word, and term11 
uaed In the singular 1hall lncluda the plural, and the plural ahall ncluda the alngular, aa the context may require. Worda and terma not otherwise 
de ned n this Agreement 1hall hive the mean nga attributed to auch terma in the Uniform Commercial Code. Account ne worde and terms not 
otherwlaa defined In th • Agreement ■hell have the meaning, eulgned to them In acct>rdance w ith generally accepted accounting prlnclplH ea In 
effect on the date ol thla Agreement: 

Advance. The word "Advence" meana a dlabursement of Loan fund, made, or to be made, to Borrower or on Borrower' ■ behalf on a line 
of credit or multiple advance ba■ la under the term• and condition ■ of thl• Agraamant. 

Agreement. The word • AgrNmant• meana thl.t Bu1ine.ss loan AgrHment. as th• Buslneu Loan Agreement may be amended or modified 
from time to time, together w ith all exhibit• and ■chedule■ attached to thl• Bua neaa Loen Agreement from t ma to t ime. 
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H-dous Subetanc:aa. The word■ "Hazardous Sub8tance■" mean materials that, because of their quantity. concentration or physical, 
chemical or infectious charac1erl1tica, may cause or poae a preaent or potential hazard to human health or the environment when 
improperly used, treated, atored, disposed of, generated, manufactured, transported or otherwise handled. The word■ "Hazardous 
Subatances• are used in their very broadest aenu and Include without limitation any and an hazardous or toxlc substances. materials or 
wa■te III defined by or listed under the Environmental Law■. The term "Huardous Subst.ancea• also includes. without limitation, petroleum 
and petroleum by-products or any fraction thereof and asbestos. 

lndabtednn1. The word "lndabtedneas" means the indebtedness evidenced by the Note or Related Documents, Including all principal end 
interest together with arr other lndebtedne111 end coats and expenses for which Borrower is responsible und.er this Agreement or under any 
of the Related Documents. 

lender. The word "lander" means Communlty Trust Bank, Inc., its succeHors and assigns. 

loan. The word "Loan· meana any and all loans and tlnanclal accommodations from Lender to Borrower whether now or hereafter 
existing, and however evidenced, Including without Hmltatlon tho■e loans and flnenclal accommodations described herein or de1crlbad on 
any e11hlblt or schedule attached to thl■ Agreement from time to time. 

Note. The word •Note• rneens the Note dated Auguat 23, 20~9 end 111ecutad by SOUTHERN WATER & SEWER DISTRICT In the principal 
amount of • 160,000.00, together with all renewela of, extension■ of, modlflc1tlon1 of, retin1nclng1 of, con1olld1tlon1 of, and 1ubstlt1.11lon1 
for the note or credit agreement. 

Permitted Liana. The words • Permitted Lien■• mean 11 I liens and securitv lnteretts securing Indebtedness owed by Borrower to Lender; 
(21 Ilene for taxes, 11H11mentI, or slmll1r charges alttier not vat due or being contested In good fa th; (31 lien■ of meterlelmen, 
mechanic■ , werehou11man, or carrier■, or other like liens arlaing In the ordinary course of bualnese and aacurlng obllgellons which ere not 
vet delinquent; 141 purch1111 money llena or purchase money security Interests upon or In env property acquired or tiald by Borrower In the 
ordinary course of buIlne11 to 11cure Indebtedness outstanding on the date of thla Agreement or permitted to be Incurred under the 
paragraph of thl1 Agreement titled " lndebtadneH end Liens"; 151 llens and security lntereste which, as of the date of this Agreement, 
have been dlscloaed to end epproved by the Lender In writing; end 181 those liens and security Interest.a which In the aggregate constitute 
en Immaterial and Insignificant monetary amount w ith reepect to the net value of Borrower'• 1111et•. 

Refated Documenia . The word• "Related Documents• mean all proml11ory notes, credit agreements, loan agreement■, envlronmantal 
agreements, guaranties, ■ecurltv agreement,, mortgages, deeds of tru1t, security deeds, collateral mortgagea, and all other Instruments, 
agreements and document■, whether now or hereaher 111lstlng, executed In connection with the Loan. 

Security Agreement. The words •security Agreement" mean and Include without llmltetlon any egraementa, prom l■es, covenants, 
arrangement■, undarstendlnga or other agreements, whether craeted by law, contract, or otherwl11, evidencing, governing, repreaenting, or 
creating II Security Interest. 

Security lnt..-est. The words "Security lntereet" mean, without limitation, any end ell iypea of collateral security, present and future, 
whether In the form of a Hen, charge, encumbrance, mortgage, deed of trust, ■eourity deed, 111lgnment, pledge, crop pledge, chattel 
mortgega, collecerel chattel mortgege, chettel truet, fector 's llen, equipment trust, conditional sale, truIt receipt. lien or title retention 
contract, 10111 or con■lgnrnent Intended 11 1 11curlty device, or env other security or lien lntareet what1011ver whether created by law, 
contract, or otherwise. 

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGREES TO 
ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED AUGUST 23, 2018. 

BORROWER: 

SOUTHERN WATER• &EWIR DISTRICT 

iJ: By:?,,,;,, 
JE 
SE 

LENDER: 

COMMUNITY TRUST BANK, INC. 

f'll{t ~ 
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COMMERCIAL PROMISSORY NOTE 

·- ' . , 

5111783358 Jw,i:: 11, 2020 

IS LOAN IS MADE PURSUANT TO: KRS 286.3 

LOAN PURPOSE: PURCHJ\SB 

BORROWER INFORMATlON 
SOUTHERN WATER It. SEWER OIS1R.ICT 
245KYRT680 
MC DOWELL, KV 41647 

Pcoplts Bank 
138 Putn1m Slnet 
Marlena, Ohio 45i50 

S3?,460.00 23 Momhs 

NOTE. This Commercial Proml1s01}' Note will be referred 10 In this documcnl as the "Nute." 

Mny I 1, 2022 

LE DER. "Lender• means Pc:oplca Dank whose address Is 138 PulnAm S1rec1, Marlctlll, Ohio 4S750, llS successors o.nd assigns. 
BORROWER. ''Borr01Vcr" means each person or lcgo1 entity fdcn111led above in lhc 130RROWER INFORMA iON section who signs this 
Note. 
FINANCIAL STATEMENTS. •Financial Stalcmcnis• mean the balMcc sheets, comings statements, and olhcr linancla1 lnfonnnrlon thol any 
Party hiu, is, or wfll be giving lo Lender. 
PROMISE TO PAY. For value received, receipt or which Is hereby acknowledged, on or before Mny l I, 2022 (the "Maturity Du1c"). the 
Borrower promiJCS 10 pay the principal amount or Thirty-nine Thousand Pour Hundred Sixty and 00/ I 00 Dollars (S39,460.00) and 111l lnlc:rc.s1 on 
lhc oulllandlng principol b■lanco ond nny other chqcs, Including scirvicc ch11rges. to 1hc order of Lender 111 lls omcc et tho oddn:ss noled a'oovo 
or at such olha: place as Lender may designate In wri ting. The Borrower wlJI make 1111 11aymc:nl$ In lpwful mone)' of the United S1:11a5 or 
America. 
PAYMENT SCHEDULE. This Note will be paid according 10 the following schedule: 22 conscc:utive payments or principal 11.lld lntcresl in lhc 
1moun1 or $636.83 beglnnins on July 11 , 2020 and contlnuing oa the SlllTlc day or each month thcreancr. The amount or the monthly payments 
.shall be tlclcrmlocd on the basis of n 72 month M1ortlza1lon period bes inning on the date aflhls Note. One nnRI balloon payment sh11l1 be due on 
the: M11turil)' Dnlc In an amount equal 10 the then unpaid principal ond acerucd and unpaid lnltrcsL 
APPLICATION OF PA VM ENTS. AU paymenu n:celvcd by the Lender from lb¢ 13orruwer for applica1lon 10 lhls No1c may be applied lo the 
Borrower's obligations under &his Nole in such order a.,de1erm!ncd by U1c Lender. 
INTEREST, 

lnlrrul RIie and Scheduled Payment Cban&c:s, lnlcrcsl wl11 begin to accrue on June 11. 2020. Tot in1i:rcs1 role on lhl!i Nole will be 
n1ecd nr ,.ooo % per annum. 

Compllanti: wltb Law. 'Nothing contained herein shall be constn.11:d IIS to require the Borrower to pay lntarcst I a gren1er r111e 1h11.11. 1hc 
ma<tlmdm allowed by law. Jr, ho, ever, from any eln:ums1ances,.Borrower pays interest n11 greater rate.than lhc maximum allowed by 
law, the obligation to be fulfilled will be reduced to nn amount computed Dl the highest rate or Interest pcnnls.s[blc under. nppllcnblo low 
and if, for MY rca.son whatsoever, !..ender ever receives ln1crcs1 In nn amount which would be deemed unlawful under npplic blc lnw, 
such lnlcrcst sball be automatically applied 10 amounts owed, in Leri~er's sole d!screllon, or as olherwlso. nllowcd by opplicnblc law. 
Accru11l Method. ln1crcs1 on this Noto Is cokulo.red on an AetuV360 day bll!is. This talculn1ion method results In II higher cITcctlve 
ln1crest rntc than the numeric Interest rate stetcd in this Note. 
Deraull Rllle. The oul5tand[ng principol bulnncc or this 1011.n shall, \Yhilc: ony Event or Dclhult exists under this Note or any oiht 
agrccmcn1 rel 11:d 10 the loan, be subjecl 10 11 dcraull ra1c or lntcrcst equal 10 upon dcfoult, iocludlng rnllure lo pay upon fina l mo111rf1y, 
the intercst ra1e on this Note shall be incrcnscd by 5.000 pcrccotage points. I lowcver. in no evenl will lhc l'ntcrcst ra1e exceed rhc 
maximum lnlc:t'C$l nite llmitatlons under appllclblc law. 

LATE PAYMENT CHARGE. If any required p11ymcnt Is mon: than 10 da)'S tote, then 111 Lender's option, Lender \VIU 8SSCls a l~tc payn11m1 
charge of ,.OOOA, or the amount or lhc regularly scheduled payment then pllSI due. 
PREP;\ YMENT rENALT\'. This Note mil)' be prepaid, in full orln parl, at MY time, whhout pC11nlty. 
SECURIT\!' TO NOTE. Security (1he "Colla.teral") for this Note is granted punllllnt 10 the following security documen1(s): 

• Commercial S«urlL)' Agreement da1cd June: 11, 2010. 
RIGHT OF SET..OFF, To lhe extent pcm,hrcd by lawi Borrower ogn:cs thol Lender hns the righl 10 set-off nny amount due nod pnyablc under 
this Nolt, whelhcr mo.turc:d or unnu11ured, against llOY o.mount owing by Lender 10 Borrower Including 1111y or nil of l.lorrowcr's acc:ounlll wl1h 
Lender. This shall Include nil accounts Borrower holds Jointly with someone else nnd all accoun1s Ilorrowcr may open In the ru1urc. Such rig),t 
or sc1•0ff may be exercised by Lender aga[nst 13orrowc:r or apinst any assignee for 1hc: bcncn1 or crcdilors, raec:ivcr or c,lc:cution. judgmont or 
at1J1chmen1 crcdhar or Borrower, or against anyone else claiming 1hrough or ag11ins( Oofl'O c:r or such assignee [or 1he benefit or credl1ors, 
receiver, or execution, judamcnl or 111to.cbmcnl cn:d ilor, oot\YithslMding the r11c1 lhnl such riaht 0(sc1-0CThu nol been exercised by Lender prior 
10 lhc making, flllng or iuWlnce or scrvlco upon Lender or, or or notice or1 asslg,nmcnl for the benefit or creditors, nppolntmen1 or appflca1lon 
for the oppolntmcnl of• receiver, or iS-S\11111cc of c:xec:ulion, subpoena or order or wll'l"llnL Lender wlll nol be lleble (or the dishonor or any check 
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whc.n the dishonor occurs because Lender sel-off o debt against Borrower's :iccount. Borrower agrees lo hold Lender hannlcss from any claim 
arising u • result of Lender QCCJslng Lender's rlghl to set-off. 
DISHONORED ITEM FEE. If Borrower makes a payment on the loan wilh a dtcck or p.reaUlhorizul charge which is later dishonored, a fee In 
lhe amounl of Sl2.00 will be chllrgcd.. 

RELATED DOCUMENTS. The worm "Related Documents" mean nil promissory notes, security llgrtcmen\s, mortgages, deeds of trust, deeds 
to scairc debt, buslncts lMn agreements, construction loan agreements, resolutions, guaranties, environmental agreements, subordinntion 
11g~cmenu, asslgnmc11ts, and any other documents or agreements cxeculcd Jn connection with the lndcbtcdncs.s evidenced hereby this Note 
whether now or hereafter cxmlng, Including any modifications, extensions, subs11tu1lons or renewals of any of the foregoing. The Related 
Documents arc hereby made II pnrt of this Note by rcfm:nce 1hcrcto, with the samo fon:c lllld effect a.s if fully sci fonb herein. 
DEF/\ ULT, Upon the occurrence of 11ny one of tha following c'laits (each, 11J1 "Event of Dcfauk" or "dclaulC" or •event of dcfauli-), Lender's 
obHgatio11.9, if any, lo make any lldvan.ccs will, at Lc:ndcr's opUon, Immediately terminate and Lender, at its optlon, may declare a.ti Indebtedness 
of Berra ;vcr to Leader under 1hls Nole immediately due and payable without further notice of any kind notwithstanding anything lo the c:ontrnzy 
In lbi, Note or any other agreement: (o) Sorrower's failure to make any payment on time or in Iha amount due; (b) any default by Borrower 
uoder tbe temu of this Note or 111\Y other Relilled Oocumcn\.l; (c) any default by Borrower under the tenn& of any olher agreement between 
Lender and Bonower: (d) tbe deau,, dissolution, or tcrmlnatlcn of c,<l:acnce of Borrower or MY guarantor; (e) Borrower Is 001 paying 
Borrower'• debts as such debts become due; (1) the commencement of any proccedlng undCf bankruptcy or Insolvency lo.ws by er ll:&lnst 
Borrower or any guarantor or the 1ppolntmont of l rccclYcr; (g) any default under the torms of any other Indebtedness orBorrower lo any oum 
credllor; (h) ony writ of attachment, garnishment, cccoution, !IX llen or similar instrument Is lnued agllnst any collateraJ securinc lhc loan, If 
any, or IJIY of Borrower's property or any judgment Is catered og1inst BorroW!!r or any guaran1or; {l) any p:irt of Borrower's business Is sold 10 or 
merged with any olhct business, Individual, or entity; (j) IJIY representation or Wlltt'llllt)' ma.de by Borrower lo Lender In any or 1hc Related 
Documents or any financial siatcmenr dollvcrcd to Lender proves to hrlvc been ruse In 11\Y material respect n, ormc 1lmc when m,de or given: 
(Jc) Ir any guarantor, or any olbcr party 10 any Related Dooumeots terminates, at1emp1s to terminate or defaults under any such Rcl11tcd 
Documcnu; (1) [.ender has deemed Itself Insecure or !here bu been a matc:rfo.l &dvcrse change of condition of lhc: financial prospects of 
Borrower or any collateral securing the obligations owing to Lender by Borrower. Upon the occurrence or an event of default, Lender rnay 
pursue any remedy available under any Related Document, at law or in equity. 
GENERAL WA[VERS. To the extent pumltted by law, the Borrower sever.illy woives o.ny required 11otlce of presentment, demand, 
a.ccc:lcratlon, lntenl 10 11ccelcratc, protc•t, and any other notice and defense due to extensions of time: or other lodUJ£encc by Lender or 10 any 
substitution or rclea.,e of collateral. No failure or delay on the part of Lender, 111d no course of dealing between Borrower and Lender, shall 
operalc as I walwr or sach power or right, nor sluill any sfogle or partial cxcroiso of any power or rlght preclude other or further exercise thereof 
or the cxctcise oflny olher power or right. 
JOINT AND SEVERAL LIA.BILlTV, Ifpormlued by law, e~h 80110wcrcxccutfn& this Noto lsjolntly and IC\letally bound. 
SEVERABILITY. If• cou11 or competent Jurlsdlctlon detennlncs any term or provision or !hi, Note ls invalid or prohibited by appllcablc: law, 
that 1ann or provision will be lncrrectlvc 10 the extent required. Any tenn or provltlon that has been determined lo be Invalid or prohibited will 
be seveffil from the rest of this Nole without Invalidating the remainder of either the affected provision or thb Nole. 
SURVIVAL. Tho rights and privileges or the Lender hereunder shall Inure to lhc benefit, of its successors and assians, and thi.s Note ghaJI be 
binding on all heirs, executors, 11dmlnlstrators, uslgns, and successors of Bon-ewer. 
ASSICNABIUTY. Lender may assign, pledge or otherwise transfer this Note or any of its rights and powers under uds Note without notice, 
wit!\ all or any o( lhc obligations owing lo Lender by Borrower, and in such event the 11.Ssigncc ab~l hnvc the stunc rights as if origlnally no.med 
herein in place of Lender. Borrowec may not wlgo this Note or any benefit accruing to it hereunder wlthou! the express written conscn1 of lhe 
Lender. 
DUTY TO NOTIFY. Borrower ayecs 10 notify Lender If theu Is any change In the beneficial ownership Information provided to Lender. 
Addlllonally, Borrower agrees to provide Lender with upd111ed bcncflc!a.J ownership lnformnt\011 ln the even! there is any change in the 
beneficial owncnhlp infon:n~tJoo provided to Lender. 
ORAL AGREEMENTS DISCLAIMER. This Note represents the flnitl agreement between the plll'lies and may not be conttodlct.cd by 
evidence of prior, contemporaneous or subsequent oraJ agrcc:mc:nts of the part.Its. There are no unwritten ant.I 11greamcnt.s between tho parties. 
GOVERNING LAW. This Note Is governed by the laws o(thc state of Kentucky e.xccipt to the extent !hat fedcrol lnw controls. 
HEADING AND GENDER, The headings preceding text in this Note are for general convenience in ldcntifylni subject matter, but have no 
limiting Impact on the tmr.l which follows llll.Y panieulllt' heading. All words used In this Note shill be constnied 10 bo of such gender or number 
as the circumswu:c:.s require. 
ATTORNEYS' FEES AND OTHER COSTS. Borrower 11grw 10 pay all o!Lendc.r's costs and expenses in coMcction with the cnforc:cmcnl 
ofthls Nole lncludlDa, without !Imitation, reasonable attorneys' recs, to the o.tent pcrmlt1ed by law. 
BORROWER'S REPRESENTATIONS AND WARRANTIES. The statements ma.de in this. section will continue Md remain In effect until 
11\ of the Indebtedness ls fully paid 10 Lender. Ea.oh Bc:lnowcr repl'C$CDI$: and warrants to Lender the !ollowrns: 

Borro1¥or•s Ellstenct and Authority. Each Borrower II duly f'ormed and In iood standing under all law.s govcmln11 !he Borrower Md 
lhe Sorrower's business, and each Borrower executing this Note has lhc power and authorJey ta e:<ccutc thls Note and the Related 
Documents and to bind lhat Borrower 10 the obUgatlon crco.tcd in this Note and the Related Docurnanu. 
Flno.nclal la formation ood Flllna, All f'ioanclal Statements pltlvided to Lender hnvc been pn:p11.rCd and will continue t.o be prepared lo 
accordance with generally accepted accounting prlnclplea, corwstcndy applied, and fully and fairly present the finoncie.J condition of 
each Bonower, 4nd there bas been no material adverse change ln Borrower's business, Proper!)', or co.ndilion, either flnan<:htl or 
otherwise, sin.cc lhe date of Borrower's latest Pinancial Slatcmcnu. Each Borrower h:u filed all federal, s1a1c, and toe.ii tooc. rctums ind 
other reports 1111d filings rcqufred by law lo be flied before the date of this Note IUld has paid all tlllCcis, ossmments, and 01be1 charges thnt 
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an: due aud pay&ble piiDr 10 lhe date of this Note. Each Borrower has made 11:asooabla pl'O\'lsion for these types of payments that arc 
accrued but not yet payable. The Borrower doCll nol know of any deficiency or additionlll mcs!mcnl nol disclosed in lhc Borrower's 
books and r«ords. 

AIi fuiancial statements or records submitted to Lender l'in clectronlc means, including, but not limited to, facsimile, open Internet 
com.munlcalloos or other telephonic or elccb"onlc methods, Including. but not limited to, documents In Tasscd lmega Format [liJes 
("TIFF•) and Portable Document Formal ("PDF") shall be treated u originals, 111d wlU be fully binding with full legal force and effect. 
Parties waive nny right they may have to objCCI to such treatment. Lender may rely on all such records in good faith as compleie and 
ac:QUtate records produced or ma!ntalned by or on behalf of the Party submitting such records. 
Title ood Eac:.umbrances, Borrower hns good title to all of the Borrower's o.ssets. All encumbrllllCC9 on My part of the Property were 
disclosed to Lender in wriclng prior to 1h11 dati: oflhls Note. 
Compliance with General Law. Each Borrower Is lo compliance with and wfa conduct its bu.sincss and ux lls msets In compliPncc 
with. ail laws, regulations, ordinances, directive,, IAd orders of 111.y level or govcmmcnlal authority that has Jurisdiction over the 
Borrower, the Borrower's busln1m, or the. Borrower's &SKts, 

Envlronm111tal Law,, Each Borrower is In compllll0co with all 1pp!icablo lawt and rules of fedel"II, state, and local authorities affecting 
the environment, as all have been or nrc amended. 
No Litlg11tloa/No Ml1npruon1atlon1. There are no exlstlns or pending suits or proccedln111 befbre auy cour1, govemmenl agency, 
arbitration panel, admlnlsttatlve tribunal, or other body, or threatened against Borrower I.bat may resull in any ma.terfal advtrsc chaugc in 
the Borrower's business, property, or fuulllclal condition, and all reprcscntetlons ond warranties in this Note and the Rclaled Documents 
arc true BDd correct 111d no material ftct hu been omitted. 

TIME IS OF 'nfE ESSI CE. Time Is of the essence ill tbc pcrfonnancc ofth!s Noto. 

USE OF PROCEEDS. Borrower certifies that the proceeds o! lh1s loan arc to bo used for bwlncss purposes. 
WAtvER OF JURY TllL\L. All p1rtle1 to tbl1 Note hereby knowingly and voluntarily waive, to the fullest e.deat permitted by lnw, any 
rla,ht to trio.I by Jury ohny dbpute, whether In contract, tort, or othcrwln, nrlslng out of, In connection wllh, related to, or Incidental to 
tho rel&tlonrblp utabluhtd betwun th,m In tbl1 Natl or any other Instrument, docunte.n! or 1gree.ment U'.tcuted or delivered In 
conn«Uon with this Note or the Relued Doc:umeats. 

By signing this Note. Borrower 1cknowledses reading,_ und,rstaodlng, and 11g"tlna to all Its provisions and ncelpt hereof. 

SO\TTHERN WATER& SEWER DlSTRJCT 

~obr-
By: STEVEN ODA WSON 
I1s: TreaJUrcr 

WWW,t4ntpl,&11 .. IJ'.MtfflLC.,. 



Loan No. 00129634T02 

SINGLE ADVANCE TERM PROMISSORY NOTE 

TffiS SINGLE ADVANCE TERM PROMISSORY NOTE (this "Promissory Nore") to the 
Credit Agreement dated May 22, 2020 (such agreement, as may be amended, hereinafter referred to as the 
''Credit Agreement"), is entered into as of May 27, 2021 between CO BANK, ACB, a federally-chartered 
instrumentality of the United States ("Lender") and SOUTHERN WATER AND SEWER DISTRICT, 
McDowell, Kentucky (together with its permitted successors and assigns, the "Borrower"), a water district 
organized and existing under the laws of the Commonwealth of Kentucky. Capitalized terms not otherwise 
defined in this Promissory Note will have the meanings set forth in the Credit Agreement. 

SECTION 1. SINGLE ADVANCE TERM COMMITMENT. On the terms and conditions set 
forth in the Credit Agreement and this Promissory Note, Lender agrees to make a s ingle advance loan to 
the Borrower in an amount not to exceed $2,200,000.00 (the "Commitment''). 

SECTION 2. PURPOSE. The purpose of the Commitment is to refmance the Borrower's 
indebtedness to the United States Department of Agriculture acting through Rural Development or the Rural 
Utilities Service ("RD/RUS") as identified on Exhibit A attached hereto (the "Existing Loan") and for 
associated closing costs. 

SECTION 3. TERM. The Commitment will expire at 12:00 p.m. Denver, Colorado time on May 27, 
2021 , or on such later date as Lender may, in its sole discretion, authorize in writing (the ''Term Expiration 
Date"). 

SECTION 4. LIMITS ON ADVANCES, AVAILABILITY, ETC. Notwithstanding Article 2 of 
the Credit Agreement and provided that each of the conditions precedent set forth in the Credit Agreement 
and any related Instruction Letter have been satisfied, the loan will be made available to the Borrower on a 
date to be agreed upon by the parties (the "Closing Date"). The loan will be made available in a single 
advance by Lender wire transferring the proceeds of the loan to RD/RUS to the extent required to repay the 
Existing Loan and the remainder, if any, to or at the direction of the Borrower for associated closing costs. 

SECTION 5. INTEREST. The Borrower agrees to pay interest on the unpaid balance of the loan at 
a fixed rate per annum to be quoted by Lender in its sole discretion in each instance. Rates may be fixed on 
such balances and for such periods, as may be agreeable to Lender in its sole discretion in each instance, 
provided that: (1) the minimum fixed period will be 365 days; (2) amounts may be fixed in an amount not 
less than $100,000.00; and (3) the maximum number of fixes in place at any one time will be five. 

lnterest will be calculated on the actual number of days each advance is outstanding on the basis of a year 
consisting of360 days and will be payable monthly in arrears by the 20th day of each monthly, commencing 
June 20, 2021, or on such other day as Lender will require in a written notice to the Borrower ("Interest 
Payment Date"). 

On the Closing Date the Borrower will work with Lender to fix the interest rate applicable hereunder from 
the Closing Date through maturity. 

SECTION 6. PROMISSORY NOTE. The Borrower promises to repay the unpaid principal balance 
of the loan in two hundred and forty (240) consecutive, monthly installments, payable on the 20th day of 
each month, with the first installment due on June 20, 2021, and the Last installment due on May 20, 2041. 
The amount of each installment will be the same principal amount that would be required to be repaid if 

53326193.2 



SOUTHERN WATER AND SEWER DISTRICT 
McDowell, Kentucky 
Promissory Note No. 00129634T02 

the loan(s) were scheduled to be repaid in level payments of principal and interest and such schedule was 
calculated utilizing the rate of interest in effect on the date funds are advanced under this Promissory Note. 
Principal due on the first payment date will constitute a month's amortization, regardless of any partial 
month's interest due in accordance with the provisions set forth herein. In addition to the above, the 
Borrower promises to pay interest on the unpaid principal balance of the loan at the times and in accordance 
with the provisions set forth herein. 

SECTION 7. PREPAYMENT. Subject to the broken funding surcharge provision of the Credit 
Agreement, the Borrower may, on one Business Day's prior written notice, prepay all or any portion of the 
loan(s). Unless otherwise agreed by Lender, all prepayments will be applied to principal installments in the 
inverse order of their maturity and to such balances, fixed or variable, as Lender will specify. 

SECTION 8. SECURITY. Borrower's obligations hereunder and, to the extent related hereto, under 
the Credit Agreement, will be secured by a junior lien pledge on the Borrower's personal property and 
revenues (subject and subordinate to prior liens on such property and revenues permitted under the Credit 
Agreement and existing on the date of this Promissory Note). Without limitation of the generality of the 
foregoing, the Borrower acknowledges and agrees, without limitation, that this Promissory Note is one of 
the "Obligations" described in and secured by the Pledge and Security Agreement dated as of May 22, 
2020, as the same may be amended from time to time (the "Security Agreement'') and is secured by the 
Collateral described therein. 

SECTION 9. 

SECTION 10. 

FEES. INTENTIONALLY OMITTED. 

FINANCIAL COVENANTS. 

(a) Debt Service Reserve. While this Promissory Note ts m effect and unless Lender 
otherwise consents in writing, the Borrower will establish on the date of this Promissory Note and thereafter 
shall maintain a debt service reserve account (the "Reserve") in the amount of $70,000.00. The funds in 
the Reserve will be held in a financial institution acceptable to Lender, or in a cash investment services 
account at Lender and invested in obligations of Lender. The Borrower hereby pledges and grants to Lender 
a security interest in the Reserve (including all interest earned thereon) as security for the Borrower's 
obligations to Lender under the Loan Documents. If requested by Lender, the Borrower will cooperate with 
Lender in obtaining control with respect to the Reserve if it is maintained with a financial institution other 
than Lender (the "Bank'') including entering into a written agreement among the Bank, the Borrower and 
Lender that the Bank will comply with instructions originated by Lender directing disposition of funds in 
the Reserve without further consent by the Borrower. However, as long as no Event of Default or Potential 
Default will have occurred and be continuing, interest on the Borrower's investments in the Reserve may 
be paid to the Borrower in the ordinary course. Investments in Lender are uninsured and unsecured general 
obligations of Lender. 

(b) Other Financial Covenants. The Borrower shall comply with all covenants in the Credit 
Agreement, including, without limitation, financial covenants set out in Article VII thereof. 

SIGNATURE PAGE FOLLOWS 
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SOUTHERN WATER ANO SEWER DISTRICT 
McDowell, Kentucky 
Promluory Note N'o. 00129634T02 

SIGNATURE.PAGE TO PROMISSORY NOTE 

IN WITNESS' WHEREOF_, the parties have caused this Promissory Note to be executed by their 
duly autho~· oflicer($), 

SOUTHERN WATER AND SEWER DJSTRICT 

By: 

Name: 

Title: 

By: 

Name: 

3 
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SOUTHERN WATER AND SEWER DISI'RICT 
McDowell, Kentucky 
Promissory Note No. 00 I 29634T02 

SIGNATURE PAGE TO PROMISSORY NOTE 

IN WITNESS WHEREOF, the parties have caused this Promissory Note to be executed by their 
duly authorized officer(s). 

COBANK,ACB 

By: 

Name: Jared A GreeCY:Y: 

Title: Assistant Corporate Secretary 
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EXHIBIT A 

To Promissory Note o. 00129634T02 

DESCRIPTION OF EXISTING LOAN TO BE REFINANCED 

The Existing Loan is as follows: 

LENDER LOAN DESIGNATION 
RD/RUS 91 -0 I and 91-04 

s 



Loan No. 00 l 29634T03 

SINGLE ADVANCE TERM PROMISSORY NOTE 

THIS SINGLE ADVANCE TERM PROMISSORY NOTE (this "Promissory Note") to the 
Credit Agreement dated May 22, 2020 (such agreement, as may be amended, hereinafter referred to as the 
"Credit Agreement"), is entered into as of May 27, 2021 between CO BANK, ACB, a federally-chartered 
instrumentality of the United States ("Lender") and SOUTHERN WATER AND SEWER DlSTRJCT, 
McDowell, Kentucky (together with its permitted successors and assigns, the "Borrower"), a water district 
organized and existing under the laws of the Commonwealth of Kentucky. Capitalized terms not otherwise 
defined in this Promissory Note will have the meanings set forth in the Credit Agreement. 

SECTION 1. SINGLE ADVANCE TERM COMMITMENT. On the terms and conditions set 
forth in the Credit Agreement and this Promissory Note, Lender agrees to make a single advance loan to 
the Borrower in an amount not to exceed $200,000.00 (the "Commitment''). 

SECTION 2. PURPOSE. The purpose of the Commitment is to refinance the Borrower's existing 
line of credit balance with People's Bank ("Existing Lender"), and paying related closing costs. 

SECTION 3. TERM. The Commitment will expire at 12:00 p.m. Denver, Colorado time on May 
27, 2021 , or on such later date as Lender may, in its sole discretion, authorize in writing (the "Term 
Expiration Date"). 

SECTION 4. LIMITS ON ADVANCES, AVAILABILITY, ETC. Notwithstanding Article 2 of 
the Credit Agreement and provided that each of the conditions precedent set forth in the Credit Agreement 
and any related Instruction Letter have been satisfied, the loan will be made available to the Borrower on a 
date to be agreed upon by the parties (the "Closing Date"). The loan will be made available in a single 
advance by Lender wire transferring the proceeds of the loan to Existing Lender to the extent required to 
repay the Existing Loan and the remainder, if any, to or a the direction of the Borrower for associated 
closing costs. 

SECTION 5. INTEREST. The Borrower agrees to pay interest on the unpaid balance of the loan at 
a fixed rate per annum to be quoted by Lender in its sole discretion in each instance. Rates may be fixed on 
such balances and for such periods, as may be agreeable to Lender in its sole discretion in each instance, 
provided that: (1) the minimum fixed period will be 365 days; (2) amounts may be fixed in an amount not 
less than $100,000.00; and (3) the maximum number of fixes in place at any one time will be five. 

Interest will be calculated on the actual number of days each Advance is outstanding on the basis of a year 
consisting of360 days and will be payable monthly in arrears by the 20th day of each monthly, commencing 
June 20, 2021, or on such other day as Lender will require in a written notice to the Borrower ("Interest 
Payment Date"). 

On the Closing Date the Borrower will work with Lender to fix the interest rate applicable hereunder from 
the Closing Date through maturity. 

SECTION 6. PROMlSSORY NOTE. The Borrower promises to repay the unpaid principal balance 
of the loan in forty-eight ( 48) consecutive, monthly installments, payable on the 20th day of each month, 
with the first installment due on June 20, 2021, and the last installment due on May 20, 2025. The amount 
of each installment will be the same principal amount that would be required to be repaid if the loan(s) were 
scheduled to be repaid in level payments of principal and interest and such schedule was calculated utilizing 

S3326194.2 



SOUTHERN WATER AND SEWER DISTRICT 
McDowell, Kentucky 
Promissory Note No. 00129634T03 

the rate of interest in effect on the date funds are advanced under this Promissory Note. Principal due on 
the first payment datewiU constitute a month's amortization, regardless of any partial month's interest due 
in accordance with the provisions set forth herein. In addition to the above, the Borrower promises to pay 
interest on the unpaid principal balance of the loan at the times and in accordance with the provisions set 
forth herein. 

SECTION 7. PREPAYMENT. Subject to the broken funding surcharge provision of the Credit 
Agreement, the Borrower may, on one Business Day's prior written notice, prepay all or any portion of the 
loan(s). Unless otherwise agreed by Lender, all prepayments will be applied to principal installments in the 
inverse order of their maturity and to such balances, fixed or variable, as Lender will specify. 

SECTION 8. SECURITY. Borrower's obligations hereunder and, to the extent related hereto, under 
the Credit Agreement, will be secured by a junior lien pledge on the Borrower's personal property and 
revenues (subject and subordinate to prior liens on such property and revenues permitted under this Credit 
Agreement and existing on the date of this Promissory Note). Without limitation of the generality of the 
foregoing, the Borrower acknowledges and agrees, without limitation, that this Promissory Note is one of 
the "Obligations" described in and secured by the Pledge and Security Agreement dated as of May 22, 
2020, as the same may be amended from time to time (the "Security Agreement") and is secured by the 
Collateral described therein. 

SECTION 9. 

S.ECTlON 10. 

FEES. INTENTIONALLY OMITTED. 

FlNANCIAL COVENANTS. 

The Borrower shall comply with all covenants in the Credit Agreement, including, without 
limitation, financial covenants set out in Article VU thereof. 

SIGNATURE PAGE FOLLOWS 

2 
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SOUTHERN WATER AND SEWER DISTRICT 
McDowell, Kentucky 
Promissory Note No. 00129634T03 

SIGNATURE PAGE TO PROMISSORY NOTE 

IN WITNESS WHEREOF, the parties have caused this Promissory Note to be executed by their 
duly authorized officer(s). 

COBANK.ACB 

By: 

Name: Jared A Greene 

Title: Assistant Corporate Secretary 

4 



CoBANK 
(OOf'UIJIVC. (Ot,INfC'llD c.ow~D 

Loan No. 00129634TO 1-A 

AMENDED AND REST A TED SINGLE ADVANCE TERM PROMISSORY NOTE 

TIDS AMENDED AND RESTATED SINGLE ADVANCE TERM PROMISSORY NOTE 
(this "Promissory Note") to the Credit Agreement dated May 22, 2020 (such agreement, as may be 
amended, hereinafter referred to as the "Credit Agreement"), is entered into as of May 27, 2021 between 
COBANK, ACB, a federally-chartered instrumentality of the United States ("Lender") and SOUTHERN 
WATER AND SEWER DISTRICT, McDowell, Kentucky (together with its permitted successors and 
assigns, the "Borrower"), a water district organized and existing under the laws of the Commonwealth of 
Kentucky. Capitalized tenns not otherwise defined in this Promissory Note will have the meanings set 
forth in the Credit Agreement. 

RECITALS 

(A) This Promissory Note amends, restates, replaces and supersedes, but does not constitute 
payment of the indebtedness evidenced by the promissory note set forth in the Single Advance Term 
Promissory Note numbered 00129634T01 , dated as of May 22, 2020, between Lender and the Borrower 
(the "Existing Promissory Note"). 

SECTION 1. SINGLE ADVANCE TERM COMMITMENT. On the terms and conditions set 
forth in the Credit Agreement and this Promissory Note, Lender agrees to make a single advance loan to 
the Borrower in an amount not to exceed $1,400,000.00 (the "Commitment"). Lender's obligation to 
extend credit to the Borrower has expired and, as of May 24, 2021, the unpaid principal balance of tho loan 
is $1,132,610.79. 

SECTION 2. PURPOSE. The purpose of the Commitment was and remains to provide construction 
financing for capital expenditures for upgrades to the Borrower' s water system consisting of the installation 
of an automatic meter reading system (the "Project''). 

SECTION 3. 

SECTION 4. 
OMITTED. 

TERM. INTENTIONALLY OMITTED. 

LIMITS ON ADVANCES, AVAILABILITY, ETC. INTENTIONALLY 

SECTION 5. INTEREST. The Borrower agrees to pay interest on the unpaid balance of the loan(s) 
in accordance with the following interest rate option(s): 

(A) Quoted Rate. At a fixed rate per annum to be quoted by Lender in its sole discretion in 
each instance. Under this option, rates may be fixed on such balances and for such periods, as may be 
agreeable to Lender in its sole discretion in each instance, provided that: ( l ) tbe minimum fixed period will 
be 365 days; (2) amounts may be fixed in an amount not less than $ 100,000.00; and (3) the maximum 
number of fixes in place at any one time will be five. 

Interest will be calculated on the actual number of days each Advance is outstanding on the basis of a year 
consisting of360 days and w ill be payable monthly in arrears by the 20th day of each monthly, commencing 
June 20, 2020, or on such other day as Lender will require in a written notice to the Borrower ("Interest 
Payment Date"). 
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SOUTHERN WATER AND SEWER DISTRICT 
McDowell, Kentucky 
Promissory Note No. 00129634T01-A 

SECTION 6. PROMISSORY NOTE. The Borrower promises to repay the unpaid principal 
balance of the loan in sixty (60) consecutive, monthly installments, payable on the 20th day of each month, 
with the first installment due on June 20, 2020, and the last installment due on May 20, 2025. The amount 
of each installment will be the same principal amount that would be required to be repaid if the loan{s) were 
scheduled to be repaid in level payments of principal and interest and such schedule was calculated utilizing 
the rate of interest in effect on the date funds are advanced under this Promissory Note. Principal due on 
the first payment date will constitute a month's amortization, regardless of any partial month's interest due 
in accordance with the provisions set forth herein. In addition to the above, the Borrower promises to pay 
interest on the unpaid principal balance of the loan at the times and in accordance with the provisions set 
forth herein. 

SECTION 7. PREPAYMENT. Subject to the broken funding surcharge provision of the Credit 
Agreement, the Borrower may, on one Business Day's prior written notice, prepay all or any portion of the 
loan(s). Unless otherwise agreed by Lender, all prepayments will be applied to principal installments in 
the inverse order of their maturity and to such balances, fixed or variable, as Lender will specify. 

SECTION 8. SECURITY Borrower's obligations hereunder and, to the extent related hereto, under 
the Credit Agreement, will be secured by: (a) a first priority pledge on the meter replacement surcharge 
account established and maintained by the Borrower pursuant to the Kentucky Public Service 
Commission's final order in Case No. 2019-00131 issued November 7, 2019, and {b) a junior lien pledge 
on the Borrower's personal property and revenues (subject and subordinate to prior liens on such property 
and revenues permitted under this Credit Agreement and existing on the date of this Promissory Note). 

SECTION 9. 

SECTION 10. 

FEES. INTENTIONALLY OMITTED. 

ADDmONAL COVENANTS. 

The Borrower shall comply with all covenants in the Credit Agreement, including, without 
limitation, financial covenants set out in Article VIl thereof. 

SIGNATURE PAGE .FOLLOWS 

2 
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~9,UTHERN: WATER AND SEWER DISTRIC.T 
Mc.Dowell, Kentucky 
Promls$0ry Note No. 00129634T0J-A 

SIGNATURE PAGE TO PROMISSORY NOTE 

IN ~TNESS' WHE!t:EOF, ·the -parties have caused this Promissory Note to the Credit 
Agreement to be cxec\.Jf.cd by their:duly authorized-officer(s). 

SOOTHE.RN WAliER AND SEWER DISTRICT 

By: 

Name: 

Title: 

By: 

Name: 

Title: 



SOUTHERN WATER AND SEWER DISTRICT 
McDowell, Kentucky 
Promissory Note No. 00 l 29634TO I -A 

SIGNATURE PAGE TO PROMISSORY NOTE 

IN WITNESS WHEREOF, the parties have caused this Promissory Note to the Credit Agreement 
to be executed by their duly authorized officer(s). 

COBANK,ACB 

By: 

Name: 

Title: Assistant Corporate Secretary 
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