COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

JOINT APPLICATION OF EDMONSON COUNTY
WATER DISTRICT AND CAVELAND
SANITATION AUTHORITY, INC., D/B/A
CAVELAND ENVIRONMENTAL AUTHORITY CASE NO. 2026-00136
FOR APPROVAL OF THE TRANSFER OF THE
SEWER SYSTEM IN THE HILLTOP AREA

JOINT APPLICATION

Edmonson County Water District (“Edmonson”) and Caveland Sanitation Authority, Inc.
d/b/a Caveland Environmental Authority (“Caveland”) (collectively, “Joint Applicants”) hereby
file this Joint Application, pursuant to KRS 278.020(6) and 807 KAR 5:001, and all other
applicable laws and regulations.! Joint Applicants respectfully request that the Public Service
Commission of Kentucky (“Commission”) enter an Order: (1) authorizing Caveland to acquire
from Edmonson the sewer system that serves 57 residential customers in the Hilltop area in the
northern portion of the Brownsville city limits in Edmonson County (the “Edmonson Sewer
System”), pursuant to the Asset Purchase Agreement (the “Agreement”) executed by Joint
Applicants, which is attached hereto as Exhibit B, and (2) approving the Agreement between
Edmonson and Caveland.

In support of the Joint Application, and in compliance with the rules and regulations of the

Commission, Edmonson and Caveland state as follows:

! To facilitate the Commission’s review of this Joint Application, the Joint Applicants have attached
hereto as Exhibit A a “Filing Requirements List” regarding the proposed asset transfer from Edmonson to
Caveland. The list sets out each relevant regulatory or statutory requirement and identifies the portion of
the Joint Application that satisfies the requirement.



General Information

1. The full name and post office address of Edmonson is Edmonson County Water
District, P.O. Box 208, Brownsville, KY 42210. Its email address is kevin.shaw@ecwdwater.com.

2. The full name and address of Caveland is Caveland Sanitation Authority, Inc. d/b/a
Caveland Environmental Authority, P.O. Box 463, Cave City, KY 42127. Its email address is
david@ceawater.com.

3. Edmonson is a water district organized pursuant to KRS Chapter 74 and is a
governmental agency within the meaning of KRS 67.0802(4)(a). Edmonson is regulated by the
Commission. All records and proceedings of the Commission with reference to Edmonson are
incorporated in this Joint Application by reference.

4. Edmonson is not a corporation, limited liability company, or limited partnership. It
has no articles of incorporation, articles of organization, or partnership agreements.

5. The governing body of Edmonson is its Board of Commissioners. The Board of
Commissioners is a public body corporate, with power to make contracts in furtherance of its
lawful and proper purposes as provided in KRS 74.070 and all other applicable laws. Edmonson’s
Board of Commissioners approved the transfer of the Edmonson Sewer System on the terms set
out in the Agreement pursuant to the Resolution attached hereto as Exhibit C. Darren Dennison is
the Chair of Edmonson’s Board of Commissioners and has been duly authorized to execute the
Agreement and this Joint Application pursuant to that resolution. In addition, the Edmonson Fiscal
Court has approved the Agreement and the transfer of the Edmonson Sewer System to Caveland

pursuant to the Resolution attached hereto as Exhibit D.



6. A general description of Edmonson’s sewer system property, together with a
statement of its original cost, is contained in Edmonson’s Annual Report (Sewer) for 2024 which
is on file with the Commission and incorporated by reference.

7. Caveland is a Kentucky non-profit, non-stock corporation organized on May 27,
1987 pursuant to KRS 58.180, KRS 65.210 et seq. and KRS 273.161 et seq., under an Amended
Interlocal Cooperation Agreement by and between the cities of Horse Cave, Cave City and Park
City, Kentucky. Caveland is in good standing and is a governmental agency within the meaning of
KRS 67.0802(4)(a).

8. A copy of Caveland’s Articles of Incorporation are attached hereto as Exhibit E.
Caveland’s purpose is “to assist and cooperate ... in the planning, development, acquisition,
construction, installation, operation, management, financing and refinancing of sewer system
projects ....” Id., Article III.

9. The governing body of Caveland is its Board of Directors. Caveland’s Board of
Directors approved the purchase of the Edmonson Sewer System on the terms set out in the
Agreement pursuant to the Resolution attached hereto as Exhibit F. Joe Gardner was the President
of Caveland at that time and was duly authorized to execute the Agreement pursuant to that
resolution. Mr. Gardner is now deceased. David Houk is now Caveland’s President and is duly
authorized to execute this Joint Application pursuant to that resolution.

10. A copy of Caveland’s independently audited Financial Statements as of June 30,
2025 is attached hereto as Exhibit G.

11.  As an incorporated sanitation authority, Caveland is not subject to the

Commission’s jurisdiction over rates and service.



12. Pursuant to 807 KAR 5:001, Section 4(8), copies of all orders, pleadings and other
communications related to this proceeding should be directed to:?

Edmonson:  Kevin Shaw
Edmonson County Water District
1128 Hwy 259 North
P.O. Box 208
Brownsville, KY 42210
Tel.: (270) 597-2165
Fax: (270) 597-2166
kevin.shaw@ecwdwater.com

Caveland: David Peterson
Caveland Sanitation Authority, Inc.
508 South Dixie Highway
P.O. Box 426
Cave City, KY 42127
Tel: (270) 773-2887
Fax: (270) 773-2283
david@ceawater.com

Counsel for Joint
Applicants: E. Kenly Ames

English, Lucas, Priest & Owsley, LLP
1101 College Street
P.O. Box 770
Bowling Green, KY 42102
Tel.: (270) 781-6500
Fax: (270) 782-7782
kames@elpolaw.com

Background

13. In 2018, Edmonson transferred to Caveland the assets associated with Edmonson’s
prior operation of sewer lines in the Chalybeate area of Edmonson County on the east side of the
Green River. The Commission entered an order approving that transfer on July 20, 2018 in Case

No. 2018-00127. That order is incorporated by reference.

20n , 2026, the Joint Applicants’ Notice of Election of Use of Electronic Filing Procedures,
pursuant to 807 KAR 5:001, Section 8, was filed on the Commission’s website.
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14. Currently, Edmonson continues to provide sewer service to approximately 57
residential customers located in the northern portion of the Brownsville city limits in Edmonson
County, in the Hilltop area.

15. The assets associated with Edmonson’s remaining sewer system are referred to in
this Joint Application as the “Edmonson Sewer System.”

16. The Edmonson Sewer System is adjacent to and interconnected with sewer facilities
owned and operated by Caveland, including the sewer lines that Caveland acquired from
Edmonson in 2018.

17. Edmonson and Caveland executed a Statement of Intent dated January 27, 2026,
pursuant to which Caveland expressed its intent to purchase and acquire the Edmonson Sewer
System from Edmonson and Edmonson expressed its intent to sell and transfer the Edmonson
Sewer System to Caveland. A copy of the Statement of Intent is attached here to as Exhibit H.

18.  Under the authority granted to water districts by KRS 74.414, Edmonson and
Caveland executed an Operating Agreement for the Edmonson Sewer System dated January 27,
2026, a copy of which is attached hereto as Exhibit I. Pursuant to the terms of the Operating
Agreement, Caveland began managing, operating, repairing and maintaining the Edmonson Sewer
System on or about March 2, 2026.

19.  Edmonson’s Board of Commissioners and Caveland’s Board of Directors approved
the Statement of Intent and Operating Agreement pursuant to the Resolutions attached hereto as
Exhibit J and Exhibit K.

20. As of March 24, 2026, Edmonson and Caveland entered into the Agreement,
pursuant to which Edmonson will transfer to Caveland all assets associated with the Edmonson

Sewer System, subject to approval by the Commission. The assets purchased by Caveland are



described more fully in the Agreement and include easements and rights of way, along with all
associated structures, improvements, fixtures and fittings (except for Edmonson’s SCADA
equipment, which has already been removed, returned to Edmonson and replaced with Caveland’s
SCADA equipment).

21. As consideration for the transfer of the Edmonson Sewer System, Caveland will
pay Edmonson an amount in immediately available funds equal to the total outstanding principal
and accrued interest of the debt obligations incurred by Edmonson for the purpose of constructing
the Edmonson Sewer System. The debt obligations consist of one series of revenue bonds (the
“Outstanding RD Sewer Bond”) issued by Edmonson, purchased by the United States Department
of Agriculture, Rural Development (“RD”) and held by RD, which currently have an outstanding
principal balance of $68,900. The details regarding the Outstanding RD Sewer Bond are set out in
Schedule 4 of the Agreement. Because Edmonson will continue making payments on the bond
until Closing, the final purchase price will be determining as of the date of Closing in accordance
with the Agreement.

22. The closing of the proposed transaction will take place at a mutually agreed date,
time and place within thirty (30) days following receipt of the Commission’s approval, or at such
other time, date or place as Edmonson and Caveland may agree, subject to satisfaction of the
conditions to closing set out in the Agreement.

23.  As set out above, Edmonson’s Board of Commissioners, the Edmonson County
Fiscal Court, and Caveland’s Board of Directors have all adopted resolutions authorizing the

transfer of the Edmonson Sewer System and approving the Agreement. See Exhibits C, D and F.



24. Caveland is familiar with the condition of the Edmonson Sewer System because
Caveland has been managing, operating, repairing and maintaining the Edmonson Sewer System
since about March 2, 2026.

25. Caveland has the requisite financial, technical and managerial ability to operate
Edmonson Sewer System and to provide adequate and reliable service to the Edmonson Sewer
System’s existing sewer customers without adversely affecting the quality of service presently
afforded Caveland’s existing customers.

26. Edmonson’s Board of Commissioners and Caveland’s Board of Directors have both
determined that transferring the Edmonson Sewer System to Caveland will result in economies of
scale.

217. Caveland has been operating sewer systems in southcentral Kentucky since 1987,
including owning and operating the sewer facilities it purchased from Edmonson in 2018.
Caveland also currently owns and operates the wastewater treatment plant located in the City of
Brownsville, where the wastewater from the Edmonson Sewer System is currently treated.
Caveland will continue to treat the wastewater from the Edmonson Sewer System at the
Brownsville plant after ownership of the Edmonson Sewer System is transferred to Caveland.

28. Caveland can operate and maintain the Edmonson Sewer System more efficiently
than Edmonson.

29. Caveland is not under the jurisdiction of the Commission and therefore has not filed
a Notice of Adoption as described in 807 KRS 5:011.

30.  Caveland’s current rates for residential customers are set out in Schedule 6 to the
Agreement and are currently $14.28 for the first 2,000 gallons of water used and $7.14 for each

1,000 gallons of water used thereafter.



31. Edmonson’s current rates for residential customers are set out in Schedule 5 to the
Agreement and are currently $38.82 for the first 1,500 gallons of water used and $0.01463 per
gallon of water used for each gallon thereafter.

32. Following the closing, the Edmonson Sewer System’s customers will be charged
Caveland’s rates and will therefore realize cost savings as a result of the transfer of the Edmonson
Sewer System to Caveland.

33. As a result of this transaction, Edmonson will pay off the Existing RD Sewer Bond
and will have no debt obligations relating to sewer facilities.

34.  Following the closing, Edmonson will no longer own or operate any sewer
facilities, which will permit it to focus entirely on serving the customers of its water system.

35. The public policy of the Commonwealth, as declared in KRS 224A.300(1), is to
encourage regionalization, consolidation, and partnerships among governmental agencies, and
private parties where appropriate, with the goal of making public water and wastewater treatment
secure for all Kentuckians. The transfer of the Edmonson Sewer System to Caveland is consistent
with and furthers this public policy, as it will result in consolidation of sewer service in Edmonson
County.

36.  All exhibits attached to this Joint Application are incorporated herein by reference.

WHEREFORE, the undersigned Joint Applicants respectfully request that the Commission
issue an order finding that:

¢ Caveland has the financial, technical and managerial ability to provide reasonable
sewer service to the residents of the Hilltop area in the northern portion of the
Brownsville city limits in Edmonson County;

e The proposed transaction is in accordance with law, is for a proper purpose, and is
consistent with the public interest; and

e The proposed transfer of the Edmonson Sewer System assets by Edmonson to
Caveland is authorized and approved;
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and granting the Joint Applicants any and all other appropriate relief.

Dated: May , 2026

Respectfully submitted,

/s/ E. Kenly Ames

E. Kenly Ames

English, Lucas, Priest & Owsley, LLP
1101 College Street; P.O. Box. 770
Bowling Green, KY 42102

Tel.: (270) 781-6500

Fax: (270) 782-7782
kames@elpolaw.com

Counsel for Joint Applicants



EDMONSON COUNTY WATER DISTRICT’S VERIFICATION

COMMONWEALTH OF KENTUCKY
COUNTY OF EDMONSON

The undersigned, Darren Dennison, being duly sworn, deposes and states that he is the
Chairman of the Edmonson County Water District, one of the Joint Applicants in the above
proceeding; that he has read this Joint Application and has noted its contents; that the same
regarding the Edmonson County Water District are true to the best of his own knowledge, except
as to any matters which are stated on information and belief, and as to those matters, he believes
same to be true.

IN TESTIMONY WHEREOF, with the signature of the undersigned on this ] th day

of May, 2026.

P . «
Darren Dennison, Chairman

Edmonson County Water District

Subscribed and sworn to before me, a Notary Public in and for said County and State by
Darren Dennison, in his capacity as Chairman of Edmonson County Water District, on this “1¥n
day of May, 2026.

NOTARY PUBLIC
Notary ID: K\’I{/an{lg

My commission expires: \?41‘! ,8 3 L0 Qg

r DYLAN RAY HAZELWOOD
| NOTARY PUBLIC
| COMMONWEALTH OF KENTUCKY

D # KYNP30516
LAY COMMISSION EXPIRES JULY 18, 2028
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CAVELAND SANITATION AUTHORITY, INC.’S VERIFICATION

COMMONWEALTH OF KENTUCKY
COUNTY OF BARREN

The undersigned, David Houk, being duly sworn, deposes and states that he is the President
of Caveland Sanitation Authority, Inc., one of the Joint Applicants in the above proceeding; that
he has read this Joint Application and has noted its contents; that the same regarding the Caveland
Sanitation Authority, Inc. are true to the best of his own knowledge, except as to any matters which
are stated on information and belief, and as to those matters, he believes same to be true.

IN TESTIMONY WHEREOF, with the signature of the undersigned on this _/ 2 i th day
of May, 2026.

David Houk, President
Caveland Sanitation Authority, Inc.

Subscribed and sworn to before me, a Notary Public in and for said County and State by
David Houk, in his capacity as President of Caveland Sanitation Authority, Inc., on this _/ 4 #h

. C/&ﬁ*’%ﬁﬂj

NOTARY PUBLIC
Notary ID: K Y/\) ):) (95’¢3 G

My commission expires: 38 9,45} 7

BT



CERTIFICATE OF SERVICE

In accordance with the Commission’s Order of July 22, 2021 in Case No. 2020-0085
(Electronic Emergency Docket Related to the Novel Coronavirus COVID-19), this is to certify
that the electronic filing has been transmitted to the Commission on May 28, 2026, and that there
are currently no parties to this proceeding that the Commission has excused from participation by
electronic means.

/s/ E. Kenly Ames
E. Kenly Ames
Counsel for Joint Applicants

4898-3017-1548
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Exhibit
A

B

i

TABLE OF EXHIBITS

Description

Filing Requirements List for an Application for Authority to Transfer
Ownership or Control

Asset Purchase Agreement

Resolution of Edmonson’s Board of Commissioners approving the Asset
Purchase Agreement

Resolution of the Edmonson County Fiscal Court approving the Asset
Purchase Agreement

Caveland’s Articles of Incorporation

Resolution of Caveland’s Board of Directors approving the Asset Purchase
Agreement

Caveland’s Independently Audited Financial Statements as of June 30, 2025
Statement of Intent dated January 27, 2026
Operating Agreement dated January 27, 2026

Resolution of Edmonson’s Board of Commissioners approving the Statement
of Intent and Operating Agreement

Resolution of Caveland’s Board of Directors approving the Statement of
Intent and Operating Agreement
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FILING REQUIREMENTS LIST FOR AN APPLICATION
FOR AUTHORITY TO TRANSFER OWNERSHIP OR CONTROL

Source
807 KAR 5:001 §4(3)

807 KAR 5:001 §4(3)

807 KAR 5:001 §4(3)
807 KAR 5:001 §14(1)

807 KAR 5:001 §14(1)

807 KAR 5:001 §14(2)

807 KAR 5:001 §14(3)

807 KAR 5:001 §14(4)

Not required but
recommended

KRS 278.020(6)

Requirement
Signature of Joint Applicants’ attorney

Name, address, telephone number, fax
number, and email address of Joint
Applicants’ attorney

Application verified by oath or affirmation

Joint Applicants’ full name, mailing address
and email address

Statutory reference — KRS 278.020(6)

If Applicant is a corporation: State and date
of incorporation, attestation of good
standing in state of incorporation, statement
regarding authorization to transact business
in Kentucky

If Applicant is a limited liability company:
State and date of organization, attestation of
good standing in state of organization,
statement regarding authorization to transact
business in Kentucky

If Applicant is a limited partnership:
Certified copy of limited partnership
agreement and all amendments or statement
identifying prior Commission proceedings
in which limited partnership agreement and
all amendments filed

Signed Purchase/Sale Agreement, or other
writing memorializing terms of transfer

Evidence to show new owner has financial,
technical and managerial abilities to operate
system, e.g., financial statements, etc.

Location
Page 9

Paragraph 12

Pages 10, 11
Paragraphs 1, 2
Page 1
Paragraphs 4, 7-8

Partially applicable

Paragraphs 4, 7-8
Not applicable

Paragraphs 4, 7-8

Not applicable

Exhibit B

E.g., Paragraphs 7-
10, 24-28
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ASSET PURCHASE AGREEMENT

This ASSET PURCHASE AGREEMENT (“Agreement”), effective this day
of March, 2026, is made and entered into by and between EDMONSON COUNTY WATER
DISTRICT (“Seller”) and CAVELAND SANITATION AUTHORITY, INC. d/b/a CAVELAND
ENVIRONMENTAL AUTHORITY (“Buyer”);

WHEREAS, Seller is a water district organized under th¢ provisions of KRS Chapter
74 and is a governmental agency within the meaning of KRS 67.0802(;1)(a);

WHEREAS, Buyer is a Kentucky non-profit corporation organized on May 27, 1987
pursuant to KRS 58.180, KRS 65.210 et seq. and KRS 273.161 et seq., under an Amended Interlocal
Cooperation Agreement by and between the cities of Horse Cave, Cave City and Park City,
Kentucky;

WHEREAS, Buyer is in good standing and is a governmental agency within the
meaning of KRS 67.0802(4)(a);

WHEREAS, Seller currently provides sewer service to approximately 57 residential
customers located in the northern portion of the Brownsville city limits in Edmonson County, in the
Hilltop area;

WHEREAS, Seller owns certain assets associated with that sewer service (the
“Edmonson Sewer System™);

WHEREAS, the Edmonson Sewer System is adjacent to and interconnected with
other sewer facilities owned and operated by Buyer;

WHEREAS, it appears that transferring Seller’s Sewer System assets to Buyer will

result in economies of scale;



WHEREAS, Buyer has the financial, technical, and managerial abilities to provide
adequate and reliable sewer service to Seller’s existing sewer customers without adversely affecting
the quality of service presently afforded Buyer’s existing customers;

WHEREAS, Seller desires to sell and transfer assets comprising the Edmonson
Sewer System and Buyer desires to purchase and acquire such assets in accordance with and subject
to the terms and conditions of this Agreement; and

WHEREAS, Buyer agrees to purchase and acquire the Edmonson Sewer System and
continue to operate same for the benefit of the sewer service customers;

NOW, THEREFORE, in consideration of the premises and the mutual covenants,
representations and warrantieé herein contained, and intending to be legally bound, Seller and Buyer
agree as follows:

1. PURCHASE AND SALE OF ASSETS

On and subject to the terms and conditions of this Agreement, Buyer agrees to
purchase from Seller and Seller agrees to sell, transfer, convey, and deliver to Buyer, all right, title
and interest in the following assets of Seller (the “Assets™):

a. All real property and interests in real property, including, but not limited to all
easements and rights of way, together with all structures, improvements, fixtures and fittings thereon
and other appurtenances thereto, consisting of the Edmonson Sewer System, all as more particularly

described on SCHEDULE 1 to this Agreement;

b. All tangible and intangible personal property used exclusively in conjunction
with the Edmonson Sewer System, including but not limited to items more particularly described on
SCHEDULE 2 to this Agreement, subject to disposal and consumption thereof in the ordinary
course of business between the date of this Agreement and the Closing Date or replacements thereof

-2
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and alterations thereto in the ordinary course of business between the date of this Agreement and the
Closing Date. Provided, however, that Seller’s SCADA equipment used in conjunction with the
Edmonson Sewer System is expressly excluded from the Assets and will not be sold, transferred,
conveyed, or delivered to Buyer. All such SCADA equipment will be removed by Buyer and
returned to Seller following the Closing Date, if it has not already been removed and returned before
the Closing Date in accordance with the Operating Agreement effective January 27, 2026 (the
“Operating Agreement”) between the parties pursuant to which Buyer commenced operating the
Edmonson Sewer System on March 2, 2026 (the “Operation Commencement Date”));

c. All contracts, agreements, leases and other similar arrangements and rights
thereunder, whether written or oral, relating exclusively to the Edmonson Sewer System, including,
but not limited to those listed on SCHEDULE 3 to this Agreement (collectively, the “Contracts”);

d. All customer accounts of the Edmonson Sewer System;

e. All manufacturers’, vendors’ and suppliers’ warranties, if any, to the extent
assignable, in respect of any item of property falling within the scope of the Assets, as of the Closing
Date;

f. To the extent transferable, all governmental authorizations, permits and
licenses held by Seller pertaining exclusively to the Edmonson Sewer System together with any
renewals, extensions, or modifications thereof and applications therefore as of the Closing Date; and

g. All operating records, including, but not limited to, books, ledgers, files,
documents, correspondence, written contracts, agreements, commitments, understandings, financial
information, lists and records, including specifically all applicable customer records, of Seller

relating to the Edmonson Sewer System that are in Seller’s possession. Provided however, Seller



may provide copies of any documents which applicable statutes or regulations require that Seller
retain originals of same.
2. ASSUMPTION OF LIABILITIES

a. Buyer shall not be obligated to pay, perform, assume or discharge any liability
or obligation of Seller other than (i) the obligation to perform all contracts, agreements, equipment
leases or other similar arrangements and rights thereto, whether written or oral, which have been
assigned to or assumed by Buyer pursuant to the terms of this Agreement; and (ii) customer accounts
incurred in the ordinary course of business as of the Closing Date.

b. Buyer shall not be obligated to pay, perform, assume or discharge any other
liability or obligation of Seller including, but not limited to, bonds, bank lines of credit, promissory
notes, guaranties, or taxes, including all employee or payroll withholding taxes, through the Closing
Date, and any and all other taxes.

3. INDEMNIFICATION

a. Seller’s Indemnification. Seller shall indemnify, defend and hold Buyer, and
its successors and assigns, harmless from and against and with respect to any claim, liability,
obligation, loss, damage, assessment, judgment, cost and expense of any kind or character asserted
by any third party arising out of or in any manner incident, relating or attributable to:

1. liabilities, obligations, or claims against Buyer, whether absolute,
accrued, contingent, or otherwise, relating to or arising out of the operation of the Edmonson Sewer
System prior to the Operation Commencement Date whether or not such liabilities, obligations or
claims were known on such date, except as same have been assigned to or assumed by Buyer
pursuant to the terms of this Agreement, as of the Closing Date, in accordance with Section 2 above;

and



ii. any breach or noncompliance of Seller with any covenant or
agreement of Seller contained in this Agreement.

b. Buyer’s Indemnification. Buyer shall indemnify, defend and hold Seller,
and its successors and assigns, harmless from and against and with respect to any claim, liability,
obligation, loss, damage, assessment, judgment, cost and expense of any kind or character asserted
by any third party arising out of or in any manner incident, relating or attributable to:

1 liabilities or obligations of or claims against Seller, whether absolute,
accrued, contingent, or otherwise, relating to or arising out of the operation of the Edmonson Sewer
System on or after the Operation Commencement Date whether or not such liabilities or obligations
were known on such date;

il any breach or noncompliance of Buyer with any covenant or
agreement of Buyer contained in this Agreement; and

1. the obligations which have been assigned to or assumed by Buyer
pursuant to the terms of this Agreement, as of the Closing Date, in accordance with Section 2 above.

4. ACQUISITION PRICE/ALLOCATION

As consideration for the transfer of Seller’s Edmonson Sewer System, at Closing,
Buyer shall pay Seller a sum equal to the total outstanding principal and accrued interest of the debt
obligations incurred by Edmonson for the purpose of constructing extensions and improvements to
the Edmonson Sewer System. This debt obligation is evidenced by one series of revenue bonds
issued by Edmonson, purchased by United States Department of Agriculture, Rural Development
(“RD”), and held by RD (the “Outstanding RD Sewer Bond”), which has an approximate
outstanding principal balance of $68,900, as more particularly described on SCHEDULE 4 to this

Agreement. Because Seller will continue making payments on the Outstanding RD Sewer Bond until

-5-



the Closing, the final purchase price shall be determined as of the Closing Date in accordance with
the terms of this Agreement.
5. CLOSING; BEST EFFORTS

The closing of the transactions contemplated by this Agreement (the “Closing”) shall
take place at the law offices of English, Lucas, Priest and Owsley, LLP, 1101 College Street,
Bowling Green, Kentucky, within thirty (30) days following receipt of approval by the Kentucky
Public Service Commission (“PSC”) of the transfer of ownership of the Edmonson Sewer System
from Seller to Buyer, or at such other time, date, or place upon which Buyer and Seller shall agree in
writing (the “Closing Date”).

6. REPRESENTATIONS AND WARRANTIES OF SELLER

Seller hereby represents and warrants to Buyer as follows:

a. Power and Authority of Seller; Authorization. Seller has obtained, or will
obtain prior to the Closing Date, all requisite power and authority to enter into and to consummate
the transactions contemplated by this Agreement from the Edmonson County Fiscal Court, which, at
a regular or special meeting and when a legal quorum was present, approved this Agreement.

b. Property.

. Seller (i) has good, valid and marketable title to all the real, personal
and mixed, tangible and intangible properties and assets which it purports to own as reflected on
SCHEDULE 1 and SCHEDULE 2 (except for inventory sold in the ordinary course of business
consistent with past practice and supplies consumed in the ordinary course of business), (ii) except
for Permitted Liens (as hereinafter defined), owns such property free and clear of all title defects or
objections, liens, restrictions, claims, charges, security interests, easements or other encumbrances of

any nature whatsoever, including any leases, chattel mortgages, conditional sales contracts, collateral
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security arrangements and other title or interest retention arrangements. “Permitted Liens” shall
mean (i) liens associated with the RD Sewer Bond; (ii) liens for taxes not yet due and payable; and
(iii) statutory liens of landlords and liens of carriers, warechousemen, mechanics, materialmen and
repairmen incurred in the ordinary course of business for sums not yet delinquent. All properties and
assets of Seller are in the possession or control of Seller, and no other person is entitled to possession
of any such properties and assets.

ii. The rights, properties and other assets presently owned, leased or
licensed by Seller include all rights, properties and other assets necessary to permit Seller to operate
the Edmonson Sewer System.

c. Authority to Operate Edmonson Sewer System. Seller is duly authorized
to operate the Edmonson Sewer System and, the best of Seller’s knowledge, prior to the Operation
Commencement Date, was in compliance with all applicable provisions of laws, including any rule,
regulation, policy or procedure of any governmental authority relating to the provision of sanitary
Sewer services.

d. Legal Proceedings. To the best of Seller’s knowledge, there are no claims of
any kind or any actions, suits, proceedings, arbitrations or investigations pending or threatened
against or affecting the Edmonson Sewer System or against any asset, interest or right of the
Edmonson Sewer System. Further, there are no judgments, orders, injunctions, decrees, stipulations
or awards (whether rendered by a court, administrative agency, or by arbitration, pursuant to a
grievance or other procedure) against or relating to the Edmonson Sewer System.

e. Condition of the Edmonson Sewer System. All Assets are sold “as is” and

“where is.”



f. Environmental Matters. To the best of Seller’s knowledge, prior to the
Operation Commencement Date, the Edmonson Sewer System was in material compliance with all
applicable federal, state and local laws, rules, regulations, ordinances and requirements relating to
the environment on any properties owned by Seller which are to be transferred to Buyer hereunder.
Seller expressly warrants that if any violations of any applicable federal, state and local laws, rules,
regulations, ordinances and requirements relating to the environment are discovered to have existed
on any properties to be transferred under this Agreement prior to the Operation Commencement
Date, that same will be remediated at the cost of Seller.

g. Good Standing of Contracts. To the best of Seller’s knowledge, prior to the
Operation Commencement Date, no event or condition had occurred or existed, or was alleged by
any of the other parties thereto to have occurred or existed, which constitutes, or with lapse of time
or giving of notice or both might constitute, a default or breach under any of the leases, contracts or
agreements, whether written or oral, to which the Edmonson Sewer System is a party, which default
is reasonably likely to result in a material adverse change in the financial condition, results of
operation or business of the Edmonson Sewer System on a consolidated basis.

h. Tax Matters. Seller has withheld and paid all taxes required to have been
withheld and paid in connection with amounts paid or owing to any employee, independent
contractor, creditor, stockholder or other third party relating to the Edmonson Sewer System. No
material deficiencies for any taxes have been proposed, asserted or assessed against the Edmonson
Sewer System that are not adequately reserved for. No audit, examination or investigation is
presently being conducted or, to the knowledge of Seller, threatened by any taxing authority; no

unpaid tax deficiencies or additional liabilities of any sort have been proposed by any governmental



representative; and no agreements for the extension of time for the assessment of any amounts of tax
have been entered into by or on behalf of the Edmonson Sewer System.

i Full Disclosure. To the best of Seller’s knowledge, no representation or
warranty of Seller contained in this Agreement and no statement contained in this Agreement or in
any certificate or other instrument furnished or to be furnished to Buyer hereunder contains or will
contain any untrue statement of a material fact or omits or will omit to state any material fact
necessary to make the statements contained herein or therein not misleading.

J- Brokers and Finders’ Fees. Seller represents that it has employed no broker
in this transaction and Buyer shall in no event be liable for any fees or commissions payable to any
broker or agent in connection with the negotiations relating to or the transactions contemplated by
this Agreement.

k. Required Approvals. Seller, at a duly called meeting of Seller’s governing
body, with a legal quorum being present, approved this Agreement and the transfer of assets to
Buyer. The Edmonson County Fiscal Court has approved the transfer of the service area and Seller’s
assets. Seller shall fully cooperate with and assist Buyer in jointly applying to the PSC for approval
of the transfer of ownership of the Edmonson Sewer System from Seller to Buyer in accordance with

the terms of this Agreement.

L. Rates. Seller’s current rates for residential sewer service are set out in
SCHEDULE 5.
m. Limitation of Representations and Warranties. Provided however, Seller’s

representations and warranties are limited to the period of time prior to the Operating
Commencement Date and are also limited to such matters of which Seller has actual knowledge.

7. REPRESENTATIONS AND WARRANTIES OF BUYER
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a. Buyer hereby represents and warrants to Seller that it will at all times, for so
long as it remains owner of the Edmonson Sewer System, provide to customers of the Edmonson
Sewer System continued operation of the system in the ordinary course of business.

b. Upon completion of the asset transfer, Seller shall send appropriate
notification to the Kentucky Division of Water of the ownership change requesting that the
Edmonson Sewer System be transferred to Buyer’s permit.

C. Buyer, at a duly called meeting of buyer’s governing body, with a legal
quorum being present, approved this Agreement and the purchase of the assets from Seller. Buyer
shall fully cooperate with and assist Seller in jointly applying to the Kentucky Public Service
Commission (“PSC”) for approval of the transfer of ownership of the Edmonson Sewer System from
Seller to Buyer in accordance with the terms of this Agreement.

d. To the best of Buyer’s knowledge, on and after the Operation Commencement
Date, Buyer has operated the Edmonson Sewer System in material compliance with all applicable
federal, state and local laws, rules, regulations, ordinances and requirements relating to the
environment. Buyer expressly warrants that if any violations of any applicable federal, state and
local laws, rules, regulations, ordinances and requirements relating to the environment are
discovered to have occurred on or after the Operation Commencement Date and as a direct result of
Buyer’s actions or failures to act, that same will be remediated at the cost of Buyer.

e. Buyer’s current rates for residential sewer service are set outin SCHEDULE

8. CIRCUMSTANCES PRIOR TO CLOSING
a. Operating Agreement. The parties have entered into the Operating

Agreement pursuant to which Buyer commenced on the Operation Commencement Date managing,
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operating, and maintaining the Edmonson Sewer System and, until the Closing Date, Buyer will
continue to provide those services, and Seller will continue to collect the revenue from the sewer
charges from all customers of the Edmonson Sewer System, will transfer the amounts so collected to
Buyer on a monthly basis (less the sum of $444.02 per month for debt Service and a $1.00 per
customer monthly collection fee), and will pay all amounts due under the Outstanding RD Sewer
Bond. Provided however, that in the event no Closing occurs before January 31, 2028, the Operating
Agreement will expire unless the parties agree to extend the current Operating Agreement or
negotiate a new Operating Agreement.

b. No Transfer of Ownership or Control Prior to Closing. The Operating
Agreement does not transfer ownership of the Edmonson Sewer System and does not grant Buyer
the right to control Seller, as “control” is defined in KRS 278.020(6) and (7). Upon approval from
the parties’ respective governing bodies and execution of this Agreement, the parties shall file a Joint
Application with the PSC seeking approval of the transfer of ownership of the Edmonson Sewer
System to Buyer.

c. Regulatory Agency Approval. Both Seller and Buyer shall be jointly
responsible for the following: (a) obtaining all the necessary approvals from regulatory agencies,
including the PSC and the Kentucky Division of Water; (b) obtaining the transfer of all other
necessary permits and licenses from Seller to Buyer; and (c) taking other necessary actions to
facilitate the transfer of the Edmonson Sewer System to Buyer. The parries shall fully cooperate and

assist one another to expedite these matters and to facilitate a smooth transition.
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d. Condition to Parties’ Obligation to Close. The obligations of Buyer and
Seller to consummate on the Closing Date the transactions contemplated by this Agreement are
expressly conditioned on the PSC having entered a final order approving the transfer of Seller’s
Edmonson Sewer System to Buyer without the addition of any requirement or condition that either
Buyer or Seller deems objectionable.

e. Conditions to Buyer’s Obligation to Close. The obligation of Buyer to
consummate on the Closing Date the transactions contemplated by this Agreement will be subject to
the satisfaction of each of the following conditions on or prior to the Closing Date, unless expressly
waived, in writing, by Buyer:

i The representations and warranties of Seller contained in Section 6 of
this Agreement shall be true and correct in all material respects on and as of the Closing Date as if
made on and as of the Closing Date, except for changes contemplated by this Agreement. Seller
shall give Buyer prompt written notification upon receipt or knowledge of any fact which would
make any representation or warranty contained in this Agreement untrue in any material respect.

ii. Seller shall have performed and observed in all material respects its
covenants and obligations as set forth in this Agreement prior to or on the Closing Date.

iii. A material portion of the Assets shall not have been damaged or
destroyed by fire, flood, or other casualty which is not covered by Seller’s insurance. In the event of
a hazard loss or other destruction or damage to a material portion of the Assets prior to the Closing
Date, Buyer shall have the election to either terminate this Agreement or close the transaction and

thereby be entitled to receive all insurance proceeds payable by reason of such damages.
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iv. There shall not have been any material and adverse change in the
financial condition of the Edmonson Sewer System or Assets of Seller, considered as a whole from
the date of Seller’s most recent financial statements provided to Buyer to the Closing Date.

V. Seller shall not incur any new liability relating to the Edmonson Sewer
System without Buyer’s prior approval and shall take all action and to do all things necessary,
proper, or advisable in order to consummate and make effective the transactions contemplated by
this Agreement.

Vi. Seller shall continue in force until the Closing Date each of the
policies of insurance which insure the Assets and the Edmonson Sewer System with such amounts of
coverage as are reasonably available, and continue in force all bonds, surety contracts, or guaranties
relating to the Edmonson Sewer System set forth in any Schedule to this Agreement.

vii.  Seller shall not knowingly take any action or omit to take any action
which will result in the violation by Seller of any law applicable to this transaction or cause a
material breach by Seller of any of the representations and warranties of Seller set forth in this
Agreement or any lease, agreement, contract, or commitment to which Seller is a party.

viii.  Seller shall give Buyer prompt written notification of any material
changes taking place after the delivery of any Schedules and other documents which would have
been reflected in such documents had such changes occurred prior to the time such documents were
first delivered. Seller agrees not to enter into any other contracts or leases relating to the Edmonson
Sewer System except in the ordinary course of business until Closing Date.

iX. Seller shall pay, perform, assume or discharge any other liability or

obligation of Seller including, but not limited to, bonds, bank lines of credit, promissory notes,
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guaranties, or taxes, including all employee or payroll withholding taxes, through the Closing Date,
and any and all other taxes.

X. Seller shall afford Buyer and its representatives free and reasonable
access during normal business hours to enter any property to be transferred pursuant to this
Agreement to conduct such investigations, tests and surveys, including environmental assessments,
to determine suitability of the Property for the intended use by Buyer. Seller shall further provide to
Buyer and its representatives free and reasonable access during normal business hours to observe the
operations of Seller and to inspect the assets to be purchased pursuant to the terms of this Agreement
and the books and records of Seller related to the business transaction utilizing said assets.

xi. Buyer’s obligations to consummate the transactions contemplated
hereby are subject to a satisfactory review of the books, records and operations of the Edmonson
Sewer System by Buyer. In order to facilitate Buyer’s review, Seller shall provide access to Buyer
during normal business hours from date of execution of this Agreement until date of closing in order
that Buyer can complete its due diligence evaluation. Should Buyer, in its sole discretion, determine
after the review of the books, records and operation of the Business by Buyer that Buyer does not
wish to go forward to consummate the transaction contemplated by this Agreement, then, and in that
event, it shall give Seller notice of same, and this Agreement shall terminate upon the giving of such
notice. If Buyer does not give such notice to Seller on or before the close of business the day prior
to closing, then, and in that event, Buyer shall be deemed to have waived this contingency.

xii.  Seller shall have duly adopted all resolutions required and otherwise
met all statutory requirements for sale of the Assets to Buyer.

xiii.  Approval of the transfer of the Edmonson Sewer System by the PSC or

any other approval required by any governmental agency.
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f. Conditions to Seller’s Obligation to Close. The obligation of Seller to
consummate, on the Closing Date, the transactions contemplated by this Agreement will be subject
to the satisfaction of each of the following conditions on or prior to the Closing Date, unless
expressly waived, in writing, by Seller:

1. The representations and warranties of Buyer contained in Section 7 of
this Agreement shall be true and correct in all material respects on and as of the Closing Date as if
made on and as of the Closing Date, except for changes contemplated by this Agreement. Buyer
shall give Seller prompt written notification upon receipt or knowledge of any fact which would
make any representation or warranty contained in this Agreement untrue in any material respect.

il. Buyer shall have performed and observed in all material respects his
covenants and obligations under this Agreement prior to or on the Closing Date.

ii. There shall be no injunction, decree, or order issued by any court,
governmental agency, or authority, or any litigation instituted by any governmental agency or
authority, challenging or seeking to prohibit or enjoin any of the transactions contemplated by this
Agreement.

1il. Buyer shall have duly adopted all resolutions required and otherwise
met all statutory requirements for purchase of the Assets from Seller.

iv. Approval of the transfer of the Edmonson Sewer System by the PSC or
any other approval required by any governmental agency.

9. CONTINUED OPERATION OF SYSTEM AFTER CLOSING
Following Closing and transfer of the Assets, Buyer and Seller agree to the following

continued operations, terms and conditions:
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a. Seller agrees to collect sewer charges from all sewer system customers on
Seller's monthly water bill and transfer all amounts so collected to Buyer on a monthly basis. Buyer
agrees to pay Seller a $1.00 per customer monthly collection fee. Following six months from the
effective date of this Agreement, Buyer and Seller shall confer and mutually agree to any adjustment
in the monthly collection fee that may be equitable.

b. Seller agrees that all residential Edmonson Sewer System customers shall pay
the same sewer rates, no matter where located, in accordance with Buyer’s then-current rates.

c. Edmonson Sewer System customers shall be subject to all then current Buyer
requirements, charges, rules and regulations.

10.  CLOSING DELIVERIES

a. Seller’s Obligations

At the Closing, Seller shall deliver to Buyer the following:

1. Bills of sale and assignments, duly executed by Seller, in form and
substance reasonably satisfactory to Buyer and, such other documents as Buyer may reasonably
request in order to accomplish the sale of the Assets to Buyer;

ii. Deeds and assignments of Seller’s real property and easements and
rights of way owned and used in the operation of the Edmonson Sewer System duly executed by
Seller in favor of Buyer;

iii. Attornment and non-disturbance agreements executed by any
mortgage holder on the any of the properties to be transferred to Buyer under this Agreement;

iv. Appropriate releases or other documentation eliminating the existence
of any mortgages, liens or security interests asserted against any of the assets of the Edmonson

Sewer System to be conveyed to Buyer; and
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V. Such other documents as are reasonably requested by counsel for
Buyer.
b. Buyer's Obligations
At the Closing, Buyer shall deliver to Seller the following:
. A certified or cashier’s check for the amount of the final purchase
price as determined as of the Closing Date in accordance with the terms of this Agreement; and
ii. All documents as are reasonably requested by counsel for Seller.
11. TAX
Seller shall pay all applicable transfer taxes and sales and use taxes, if any, related to

the consummation of the transactions contemplated hereby.

12. SURVIVAL OF REPRESENTATIONS, WARRANTIES, AND COVENANTS
All representations, warranties, covenants, and agreements contained herein shall
survive without limitation as to time, provided, however, that Seller's covenant and warranty
regarding environmental matters shall survive the closing for a period of five years.
13.  PRORATIONS AND ADJUSTMENTS
a. Expenses. All property taxes, assessments, advance payments, payroll taxes,
insurance premiums, and any other prepaid or deferred expenses relating to the operation of the
Edmonson Sewer System shall be prorated or reimbursed, as the case may be, as of the Closing Date
or, if otherwise provided in the Operating Agreement, as of the Operation Commencement Date.
b. Time of Prorations and Adjustments. The prorations and adjustments
contemplated by this Section, to the extent practicable, shall be made on the Closing Date. Asto
those prorations and adjustments not capable of being ascertained on the Closing Date, any

adjustment and proration shall be made within thirty (30) calendar days of the Closing Date.
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14. RECORDS

After the Closing, Seller and Buyer shall make available to the other on reasonable request
such books and records of that party as may be appropriate for use in connection with their
respective tax returns, including any review thereof, and for any other reasonable purpose. Such
books and records shall be retained for a period of ten (10) years; provided, however, that after five
(5) years any portion of such books and records may be destroyed in whole or in part, by the party in
possession thereof upon thirty (30) days’ notice to the other party, unless the party to whom such
notice is given shall object, in which event the objecting party shall be given such records in lieu of
destruction thereof.

15. CONFIDENTIALITY

Unless and until the Closing of the transactions contemplated by this Agreement shall

have occurred, and except as may be otherwise required by applicable law, Buyer shall, and shall
cause its employees, agents, and representatives to, maintain in confidence and not otherwise use
information, documents, and data furnished to it, or to any person or entity on its behalf, by Seller in
connection herewith.

16. FAILURE TO CLOSE

If the Closing of the transactions contemplated by this Agreement does not occur on

the Closing Date, Buyer shall return all written information, documents, and data furnished to Buyer
or to any person or entity on his behalf and all copies thereof. Notwithstanding anything else in this
Agreement to the contrary, if the transactions contemplated by this Agreement are not closed,
Buyer's agreement to maintain in confidence all information received by it shall continue in
perpetuity and none of such information shall be used by Buyer, its employees, agents, or

representatives in the business operations of any such person, except to the extent that such
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information was: (i) possessed by Buyer prior to the disclosure thereof by Seller; (ii) disclosed to
Buyer by an independent third party without a violation of any obligation of confidentiality on the
part of such third party to Seller; or (iii) ascertainable from public or published information or trade
sources.

17. SELLER’S FAILURE TO CLOSE

a. Specific Performance. Buyer shall in all events have the right of specific
performance.

b. Damages in the Event of Seller’s Breach. In the event that the sale
provided for hereunder does not take place by reason of a default by Seller under this Agreement and
provided Buyer has complied with the terms and conditions of this Agreement, then, in such event,
all rights and obligations of the parties under this Agreement shall terminate. In addition to all ofhis
other legal remedies, Buyer shall be entitled to recover from Seller any and all actual, consequential,
and incidental damages suffered by Buyer arising from such default by Seller including, but not
limited to, lost profits, any and all fees, costs and expenses associated with the transactions
contemplated hereby and attorneys’ fees. Default shall be defined as Seller’s failure to consummate
the purchase contemplated by this Agreement to the extent such failure is not excused by another
provision of this Agreement.

18. NOTICES

All notices, requests, consents, and other communications under this Agreement shall
be in writing and shall be mailed by first class, registered, or certified mail, postage prepaid, or sent
via overnight courier service, or delivered personally:

If to Buyer, to:

Mr. David Peterson
Caveland Environmental Authority
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508 South Dixie Highway
P.O. Box 463
Cave City, Kentucky 42127
If to Seller, to:
Board Chair
Edmonson County Water District
P.O. Box 208
Brownsville, KY 42210
or to such other address of which the addressee shall have notified the sender in writing. Notices
mailed in accordance with this section shall be deemed given when mailed, and notices sent by
overnight courier service shall be deemed given when placed in the hands or a representative of such
service.
i9. THIRD PARTY RIGHTS
It is the intention of the parties that nothing in this Agreement shall be deemed to create any
right with respect to any person or entity not a party to this Agreement.
20. CONSTRUCTION; GOVERNING LAW
The section headings contained in this Agreement are inserted as a matter of
convenience and shall not affect in any way the construction of the terms of this Agreement. This
Agreement shall be governed by and interpreted in accordance with the laws of the Commonwealth
of Kentucky.
21. ENTIRE AGREEMENT; AMENDMENT AND WAIVER
This Agreement, including the schedules hereto, and the Operating Agreement
constitute and contain the entire Agreement between the parties hereto with respect to the
transactions contemplated hereby and supersedes any prior writing by the parties. The parties may,

by mutual agreement in writing, amend this Agreement in any respect, and any party, as to such

party, may in writing (a) extend the time for the performance of any obligations of any other party;
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(b) waive any inaccuracies in representations and warranties by any other party; (c) waive
performance of any obligations by any other party; and (d) waive the fulfillment of any condition
that is precedent to the performance by such party or any of its obligations hereunder. No such
waiver shall be deemed to constitute the waiver of any other breach of the same or of any other term
or condition of this Agreement. Any such amendment or waiver must be signed by an officer of the
parties or party to such amendment or waiver.
22. SEVERABILITY
The invalidity or unenforceability of any provision of this Agreement shall not affect
the validity or enforceability of the remaining provisions.
23. SCHEDULES
The schedules attached to this Agreement constitute a part of this Agreement and are
incorporated herein by reference in their entirety as if fully set forth in this Agreement at the point
where first mentioned.
24. TIME OF ESSENCE
Time is of the essence to the performance of the obligations set forth in this
Agreement.
25. TERMINATION
Anything contained in this Agreement to the contrary notwithstanding, this
Agreement may be terminated at any time prior to the Closing Date:
a. By the mutual written consent of Seller and Buyer;
b. By Seller or Buyer if the other party to this Agreement shall have materially
breached any of his representations and warranties set forth in this Agreement and such other party

shall have failed to cure such breach within a cure time mutually agreeable to the parties.
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c. Hazard loss or destruction or damage to a material portion of the Assets and
an election by Buyer to terminate this Agreement.

26.  DISCLOSURE AND WAIVER OF CONFLICTS. The parties acknowledge and
agree that the attorney who prepared this Agreement represented them jointly pursuant to executed,
written waivers of any conflict of interest, executed by the parties after full disclosure of the benefits
and risks of joint representation, and that the attorney served as the scrivener for terms negotiated by
the parties. Each party has been advised by the attorney that the interests of the parties may differ
and they have the right to retain separate legal counsel. Notwithstanding the foregoing, the parties
(i) desire the attorney to represent them jointly; (ii) acknowledge that they have been advised of their
right to retain separate counsel and have either done so or have waived their right to do so; and (iii)
jointly and severally forever waive any claim that the attorney’s representation of them jointly
constitutes a conflict of interest.

27.  COUNTERPARTS. This Agreement may be executed in multiple counterparts, each
of which is deemed to be an original.

IN WITNESS WHEREOF, this Agreement has been executed by the duly

authorized officers and officials of the Parties, as of its effective date.

MONSON COUNTY WATER DISTRICT

f \ i
\ f

D Dennison, Chairman

Date: _3 -QEZ ';;) &)
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