PENDLETON COUNTY WATER DISTRICT

P.0. BOX 232, FALMOUTH, KY 41040 (859) 654-6964 FAX (859) 654-7032
Deaf, Hard-of-Hearing or Speech impaired, call 711

September 6, 2012

Public Service Commission
P. 0. Box 615
Frankfort, KY 40602-0615

Dear Sir or Madam,

Enclosed please find the original and five (5) copies of our Application for Rate Adjustment. We would
like to request, if the rate increase is approved as outlined in the enclosed application, that October 16,
2012 be the effective date of the increase rather than the first of the month. If something should delay
the processing of our application such that you will not be able to grant the October 16, 2012 date, we
would like the effective date to be the 16" of the following month. We read meters and bill on
approximately the 15™ of each month. If the effective date is set at the 16™ of the month, our
customers can be billed at the new rates for the entire month. If the effective date is set at the first of
the month, we will have to prorate the bill or wait until the next billing cycle to implement the new
rates.

If you should require additional information or have questions, please contact our office manager, Cheri
Wright at (859) 654-6964 or at cwright@pcwater.org.

Yours truly,

Lt

William T. Jones
Manager
Pendleton County Water District
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ARF FORM 1 - SEPTEMBER 2011

SUBMIT ORIGINAL AND FIVE ADDITIONAL COPIES, UNLESS FILING ELECTRONICALLY

APPLICATION FOR RATE ADJUSTMENT
BEFORE THE PUBLIC SERVICE COMMISSION

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

PENDLETON COUNTY WATER DISTRICT

(Name of Utility)

P. 0. BOX 232

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

FALMOUTH, KY 41040

(Business Malling Address - City, State, and Zip)}

(859)654-6964

{Telephone Number)

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

CHERI WRIGHT, OFFICE MAWAGER
(Name}' i

P. 0. BOX 232

{Address - Number and Street or P.O. Box)

FALMOUTH, KY 41040

(Address - City, 5tate, Zip}

(859)654-6964

{Telephone Number)

cwright@powater.org
{Email Address)

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

1. a. Inits immediate past calendar year of operation, Applicant had $5,000,000 or less in [ ]
gross annual revenue.

b. Applicant operates two or more divisions that provide different types of utility service. [ ] []/

In its immediate past calendar year of operation, Applicant had $5,000,000 or less in
gross annual revenue from the division for which a rate adjustment is sought.

2. a. Applicant has filed an annual report with the Public Service Commission for the past l_?f O
year.

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

3. Applicant's records are kept separate from other commonly-owned enterprises. {2( O

SHEET 1 OF 5
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ARF FORM 1 SEPTEMBER 2011

YES

1

Applicant is a corporation. A certified copy of its articles of incorporation and all
amendments are attached to this application or were filed with the Public Service
Commission in Case No.

O

O
NRBEBR B & K53

Applicant is a limited liability company. A certified copy of its articles of organization
and all amendments are attached to this application or were filed with the Public
Service Commission in Case No.

Applicant is a limited partnership. A certified copy of its limited partnership
agreement and all amendments thereto are attached to this application or were filed
with the Public Service Commission in Case No.

Applicant is a sole proprietorship or partnership.
Applicant is a water district organized pursuant to KRS Chapter 74.

Applicant is a water association organized pursuant to KRS Chapter 273.

00RO

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

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

0
X O

Applicant has 20 or fewer customers or is a sewer utility and has mailed written notice
of the proposed rate adjustment to each of its customers no later than the date this
application was filed with the Public Service Commission. A copy of this notice is
attached to this application. (Attach a copy of customer notice.)

0
N

Applicant has more than 20 customers, is not a sewer utility, and has included written
notice of the proposed rate adjustment with customer bills that were mailed by the
date on which the application was filed. A copy of this notice is attached to this
application. (Attach a copy of customer notice.)

Applicant has more than 20 customers, is not a sewer utility, and has made M ]
arrangements to publish notice once a week for three (3) consecutive weeks in a

prominent manner in a newspaper of general circulation in its service area, the first

publication having been made by the date on which this Application was filed. A

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

notice.)

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

SHEET 20F 5
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10.

11.

12,

13.

14.

15.a.

ARF FORM 1 - SEPTEMBER 2011

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

Applicant proposes to use its annual report for the immediate past year as the test
period to determine the reasonableness of its proposed rates. This annual report is
for the 12 months ending December 31, 2011

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

Based upon test period operations, and considering any known and measurable
adjustments, Applicant requires additional revenues of $__122,984,.44 and total
revenues from service rates of $ 1,385, 986.88he manner in which these amounts
were calculated is set forth in “Revenue Requirement Calculation” Attachment.
(Attach a completed “Revenue Requirement Calculation” Attachment.)

As of the date of the filing of this application, Applicanthad 2,279 customers.

A billing analysis of Applicant's current and proposed rates is attached to this
application. {Attach a completed “Billing Analysis” Attachment.)

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

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

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

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

SHEET 30F 5
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ARF FORM 1 - SEPTEMBER 2011

YES

16.a. Applicant is not required to file state and federal tax returns.

b. Applicant is required to file state and federal tax returns.

0 0 &
R R R 03

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

0

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

I am authorized by the Applicant to sign and file this application on the Applicant's behalf, have read
and completed this application, and to the best of my knowledge all the information contained in this

application and its attachments is true and correct. -
(e
el

Officer of the Cémpany/Authorized Representative
Title ///4—,2),& P —
7 /

#

Signed

Date ,§;,_, & “’/2 »
COMMON LTH OF KENTUCKY

COUNTY oﬁ“!ﬂ/}/{(‘l / L&D[ﬁu

Before me appeared // / j A /)/ 7871 QFMJ? , who after being duly sworn, stated that
he/she had read and completed this apphcat:on, tha} e/she is authorized to sign and file this application on
behalf of the Applicant, and that to the best of his/her knowledge all the information contained in this

application and its attachments is true and correct.
)/ ////’O/é /// /M

Notary Public

My commission expires: j i / /

SHEET 4 0F 5



ARF FORM 1 - SEPTEMBER 2011

LIST OF ATTACHMENTS
(Indicate all documents submitted by checking box)

EZ( Applicant’s Articles of Incorporation, Articles of Organization, or Limited Partnership
Agreement.

All amendments to Applicant's Articles of Incorporation, Articles of Organization, or
Limited Partnership Agreement.

EZ( Customer Notice of Proposed Rate Adjustment
[»?f “Reasons for Application” Attachment

EZ/ “Current and Proposed Rates” Attachment

L_L’{ “Statement of Adjusted Operations” Attachment
EZ/ “Revenue Requirements Calculation” Attachment
@/“Billing Analysis” Attachment

[_V_(Depreciation Schedule

EZ/Outstanding Debt Instruments (i.e., Bond Resolutions, Mortgages, Promissory Notes,
Amortization Schedules.)

D State Tax Return

[] Federal Tax Return

SHEET 5 OF 5
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Q4-03~-98:09:124M;5C,

OOHALD WELLS, ATT

ICOB0TABIR0 # 9

Day,

PENDLETON COUNTY

3ndg.-

COURT

Day of  NOVEMBER 19 %8

»

fiogpae-o

-3 L Sgekidel
oore, :Mrs, Callie, Estate

Doan, John W., Estate
Clayton, Miss Carol Sue, Minor

blaytun. Miss Connlae Lou, Minor
Cosby, Mrs. Edna M.

HSardford, Geo. C., Couniy Treasurer

. Jszadford, Geo. C., County Treasurer

Executrix's Final Settlement

- 1997 to June 30, 1957, inc.

Administrator's Final s.ttlth
Exscutrix's Final Settlement

Guardian's Annual Report and
Accounting

Guardian's Annual Report and
Accounting

Meport of the General Expense
Fund for the period from April 1%/

Repozt of the Road Fund for the

period from April 15, 1957 to
June 30, 19%7, inc.

Report of the Resources and Lia-
bilities for the period from
Qpr:ll 14, 1937 to June 30, 1957,
ne, 8

{Bradford, Geo. C., County Treasurer

adford, Geo. C., County Treasurex Annual BRaport of General Expense
Fund - (Fiscal Year 1957-1958)

radford, Geo. C., County Treasurer Annual Report of ﬁoad fund -

(Fiscal Year 1957-1958

Annual Report of Resources and
%gg;.litiu = {Fiscal year 1957 ~

Bradford, Geo. C., County Treasurer-

ARl

In Re: Creation of Water. Distxict for the Puxpose
Of water Supply.

QBRER
A petition having been filed in this matter signed by seventy-five (73) resid
bent freeholders of a proposed water district in this county ae set-out therein as
to be established, and for the appointle‘nt of water comsissioners for the purpose
of furnishing a water supply to the ciﬂ.ztn’: of said proposed district of this
county as describad therein, and public notice of same having been published in,
hree (3) issues of the Falmouth Qutlook, Falmout{‘t. Ky., a weekly paper of general
Eirculation of this county, and after thirty (30)'qu75 from tl:!c publication of

(R
Ve

sald note and no residents of said proposed dll*t.i:{étﬂ havin,g.ﬁ;lnd objections, and
said case having been set for a heariag on said petition within ten (10) days,

nd sald hesaring having been continued unitll the Regular County Court Day as
ffixed by statute, the first Monday of each month, and upon which<date the Court
held hearing upon said matter, and there belng no obJections flled at that time
fand no citizen or other imdividual, company or corporation having appeared in

idered and adjUdged and sc
ORDERED
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C4=03~98:03:12AMiC, DOHALD WELLS, ATT
e B e

el

'ORDERS |-

NOVEMBER  Term, _ * _ 3%d,, . Day,

o

é,c,OBoek.Bofg,--v

# 107 1

(1)  that it appears to the Court that the establishment of such district
is reasonably hecessary for the public health, convenlence, fire protection, and

comfort of the residents ‘of said proposed district, therefore
{2) There is hereby established a water distri}:t described as follows;

Located in Pendleton County, Kentucky, and starting and including
the naew Pandleton County Central School property located on West
side of U. €. Highway No. 27, approximately two (2) miles North

of Falmouth, Ky., and including a texrritory of one (1) mile on each
side of said highway right of way, East and West as sald highway
continues to the North, excluding the City Limdits of the City of
Butler, KY., as now exists, to the Pendleton County and Campbell
County boundary line. -

{3) The above established water district shall be dulgnat‘d as "The U. S.
Highway No. 27 Water District®, s

GRANTED THIS THE 3RD DAY
OF NOVEMBER, 1 9 O &,

/s/ Ralph P. Bowling
Judge, Pendleton County Court

In Re: Order Sppointing Threw (3) watex District
Coxmissioners = U, S. Highway No, 27 District,

QBRDESR
inthis matter creating The U. S. Highway No.
theXefore, under KRS 74.020, and

An order having been entered
KRS 74.010, ng

27 water District pursuant
[%ed the following persons, residents of said

the Court being sufficientliy adV]

water district, are appointed by the Court, vizs
(1) A. R. Ducker residing at  Rt, #1, Butlex, Ky.
(2) c¢. B. Peoples : .x‘:esidd.ng at - Butler, Ky.
{3) Denver Hornbeek residing at Rt. # 2 Butler, Ky.

Each commissioner shall execute a bond, to be apbzﬁv'ed by the Court, and
shall be sworn to faithfully perform the duties of his po;itiou. The term of
office for each commissloner shall be four (4) years with any vacancies to be

i'algxy of '$1.00

v

filled by the Court. Each commissioner shall receive an ‘aiir'i_
to be paid out of the watar district fund.

GRANTED THIS THE 3RD DAY
OF NOVEMBER, 1 9 5 8

/8/ Ralph P. Bowling SR VR 1t
Judge, pendieton County Court ]
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13th, ~ . Dmy.of NOVEMBER, 1959,

E IR AP I

375

'
K

LR COURT MET PURSUANT TO ADJOURNMENT
N With
. HON. HALFH P, BOWLING, JUDGE, Presiding

In Ra: .John F. Massmdr,’ Estata, Inventory and
.‘ .

daceased, filed and ordared to be raqézaed.
-

In Ra: Order Changing Name of Water District from
U, S. Highway No, 27 District® to “Pendlaton
County Watar Distzict™,

Came the Water Commissioners as heratofors appointed by the Court and moved
jthe Court for tha changing of the name of said district as heretofors designated
by Court Order as "U, S. Highway No, 27 District®™, to "Pendleton County Watex

District™, and it appearing to the Court that sald original order naming sald disqg
trict as "U. S. Highway No. 27 District®™ did not reflect the trua intention of thd
Court relative to sald name, and the Court being sufficiently advised, it is con-
siderad, adjudged and so -
ORDERED

That the name of the water district-designated by foréar order as "U, S. HigA-
way No, 27 District® be and the same 1s hereby changsd and shall be known here- B

after as "Pendleton County Water District®.

ORDERED THAT COURT ADJOURN UNTIL NOVEMBER 17, 19%9.

kW

Inventory and Appraisement Bill of the personal estate of John F, Massmer, W"‘)‘

[







CUSTOMER NOTICE OF
PROPOSED RATE ADJUSTMENT




PUBLIC NOTICE OF PROPOSED ADJUSTMENT OF WATER RATES AND CHARGES

PENDLETON COUNTY WATER DISTRICT

ATTACHMENT B
NOTICE

Notice is hereby given that Pendleton County Water (“District”) has filed an application with the Public

Service Commission of Kentucky (“PSC”) seeking approval of revised water rates. The District plans to
implement the proposed rates upon approval of the PSC.

Monthly Rate:

Current Proposed Rate
First 2,000 Gallons 20.36 First 2,000 22.45 Minimum Bill
Next 3,000 Gailons 8.83 Next 3,000 9.71 per 1,000 gallons
Next 10,000 Gallons 8.33 Next 10,000 9.16 per 1,000 gallons
Over 15,000 Gallons 7.23 Over 15,000 7.95 per 1,000 gallons
MONTHLY MONTHLY PERCENT
BILLAT BILLAT INCREASE
MONTHLY CURRENT PROPOSED OVER
USAGE RATE RATE CURRENT
2,000 20.36 22.45 10.3%
5,000 46.85 51.58 10.1%
10,000 88.50 97.38 10.0%
20,000 130.15 143.18 10.0%
30,000 202.45 222.68 10.0%
50,000 347.05 381.68 10.0%
75,000 527.80 580.43 10.0%
100,000 708.55 779.18 10.0%
150,000 1,070.05 1,176.68 10.0%
200,000 1,431.55 1,574.18 10.0%
1,000,000 7,215.55 7,934.18 10.0%
2,000,000 14,445.55 15,884.18 10.0%

The rates contained in this notice are the rates proposed by the District. However, the PSC may order
rates to be charged that differ from these proposed rates. Such action may result in rates for consumers
other than the rates included in this notice.

Customers of the District are advised that any corporation, District, body public, or person with a
substantial interest in the matter may, and showing grounds for the request may intervene in this filing.
Any motion to intervene shall be submitted to the Kentucky Public Service Commission, 211 Sower
Boulevard, P. O. Box 615, Frankfort, KY 40602; Attn: Executive Director. (Telephone 502-564-3940) and
shall set forth the grounds for the request, including the status and interest of the party intervening and
may obtain copies of the rate application and any other filings made by the District by contacting the
District at its’ main office or by telephone (859-654-6964). Any person may examine the rate application
and any other filings made by the District at the District’s main office located Falmouth, Kentucky, or at
the Public Service Commission’s office located at 211 Sower Blvd., Frankfort, KY 40602, telephone 502-

564-3940.






REASON FOR APPLICATION




PENDLETON COUNTY WATER DISTRICT
REASONS FOR APPLICATION

Applicant is applying for a rate increase because their operating income has been declining
and has actually been a net operating loss for the past four years. To illustrate, | have listed the
District's Operating Income/(Loss) for the past six years as reported in our annual PSC Report.

2006 4,652.00
2007 55,430.00
2008 (5,556.00)
2009 (66,632.00)
2010 (84,643.00)

2011 (215,606.00)

Although the District has passed through rate increases from their water supplier over the past years,
they have not had a general rate increase since August 29, 2002. While the cost of labor and

supplies have continued to increase over the years, our rates have remained the same. We have tried
to control our expenses but, as you can see, our ability to meet our obligations continues to decline. We
feel that a rate increase is the only solution.
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PENDLETON COUNTY WATER DISTRICT
CURRENT & PROPOSED RATES

5/8' X 3/4' Meter through 2" Meter

First 2,000 Gallons
Next 3,000 Gallons
Next 10,000 Gallons

All Over 15,000 Gallons

Pendleton County High School

First 125,000 Gallons
Over 125,000 Gallons

Griffin Industries

First 400,000 Gallons
Over 400,000 Gallons

City of Butler

First 1,672,917 Gallons
Over 1,672,917 Gallons

Test Year
Rates
11 - 2/29

$20.12
8.71
8.21
7.11

$910.45
7.11

$2,884.80
7.1

$5,704.65
3.41

Test Year
Rates
3/1 - 12/31

$20.24
8.77
8.27
717

$917.95
717

$2,908.80
717

$5,805.03
3.47

Current
Rates
Effective
1/1/2012

$20.36
8.83
8.33
7.23

$925.45
7.23

$2,932.80
7.23

$5,905.41
3.53

Proposed
Rates

$22.45
9.71
9.16
7.95

$1,018.00
7.95

$3,232.80
7.95

$6,500.95
3.88



Eepgdleton County Watsr District
(Name of Uitity)

FOR Pepdleton County, Kentucky
Community, Town or City

PS.C.KY. NO.

__SHEET NO.

P

CANCELLING P.8.C. KV, NO.

SHEET NO.
RATES AND CHARGES
8" x %" r through 2" Meter
Firat 2,000 Galtong $20.12
Next 3,000 Gallons 8.71
Next 10,000 Gallons 8.21
All Qver 15,000 Gallens 7.41
Pendle o Hiagh
First 125,000 Gailons $910.45
Over 125,000 Gallons 7.1
Griffin Industries
First 400,000 Gallons $2,884.80
Over-400,000 Gallons 7.1
City of Butler
First 1,672,917 Galiona $5,704.65
Over 1,672,817 Gallons 3.41
DATE OF ISSUE R L
Month / Date / Year ™
pATE BPFRCTIVE.. March 15, 2003 M PUBLIC SERVICE COMMISSION
P OF KENTUCKY
s EFFECTIVE
ISSUED BY_ & ,‘/» '77.’4’.«/ ﬂ_,,, . 3/15/2008

{Signa Officw)

TITLE Deere ary

PURSUANT TO 807 KAR 5:011
SECTION 9 (1)

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION

Ry W

IN CASENO. _2 00% - pu035 DATED _Feb. 35 zc0% < - :
exacutive Director




___Pendleton County Water Distriet

(Name of Utility)

FOR  Fendleton Coupty, Kepmcky .
Community, Town or City

PS.C. KY.NO. __
SHEET NO.
CANCELLING P.8.C.KY. NO.

SHEET NO,

CONTENTS
5/8" x %" Meter through a 2" Metér
First 2,000 Gallons $20.24  Minimum Bill
Next 3,000 Gallons 8.77  Per.1,000 Gallons
Next 10,000 Gsllons 8.27  Per 1,000 Gallons
Over 15,000 Gallons 717  per 1,000 Gallons
Pendleton County High School
First 125,000 Gallons $917.95  Minimum Bill
Over 125,000 Gallops 7.17  per 1,000 Gallons
Griffin Industsies
First 400,000 Gallons $2,508.80  Minimum Bill
Over 400,000 Gallons 7.17  per 1,000 Gallons
City of Butler
First 1,672,917 Gallons $5,805.03  Minimum Bill
Over 1,672,917 Gallons 347  Per 1,000 Galions
DATE OF ISSUE —
onth/ Date/ Yemr o~ )

DATE EFFECTIVE 3-1-201]

o2 ]
Month / Date / Year
ISSUED BY'

TITLE Secr ehar v
(Sifnature of Officer)

KENTUCKY
PUBLIC SERVICE COMMISSION

JEFF R. DERQUEN
EXECUTIVE DIRECTOR

TARIFF BRANCH

Lunt Folly

ISSUED BY THE AUTHORITY BY AN ORDER OF THE PUBLIC SER\1 ICE COMMISSION@FREWEUCKY IN

CASE No. Z0O\ - DDDLZ DATED - 1§~ 20]|

3/1/2011

PURSUANT TO 807 KAR 8:011 SECTION 9 (1)




Pendleton County Water District -
(Name of Utility)

FOR Pendleton County, Kentucky

Cormimunity, Town or City

P.S.C. KXY, NQ.

SHEET NO.

CANGELLING P.S.C; KY: NO:

N _SHEET NO.
RATES AND CHARGES
5/8" x %" Meter through 2" Mater
First 2,000 Gallons $20.36
Next 3,000 Gallons 8.83
Next 10,000 Gallons 8.33
All Over 15,000 Gallons 7.23
Pendleton County High
First 125,000 Gallons $925.45
Over 125,000 Gallons 7.23
Griffin Industriss
First 400,000 Gallons $2,932.80
Over 400,000 Gallons 7.23
City of Butle
First 1,672,917 Gallons $5,805.41
Over 1,672,917 Gallons 3.53
DATE OF ISSUE
Month / Date / Year KENTUGKY
DATE EFFECTIVE ! / ! / z0lZ PUBLIC SERVICE COMMISSION

ISSUED BY, i

Dnm/\/ JEFF R, DEROUEN
e EXECUTIVE DIRECTOR

(Signature of Officer) TARIFF BRANCH

Bunt Ko

TITLE Sec re +ar’x//

BY AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION EFFECTIVE

N case No. ZDi/-004 15

DATED 12:27] - 2011 1/1/2012

PURSUANT TO 807 KAR §:011 SECTION 9 (1)







STATEMENT OF ADJUSTED OPERATIONS




Pendleton County Water District

SCHEDULE OF ADJUSTED OPERATIONS - WATER UTILITY

Operating Revenues

Sales of Water
Unmetered Water Sales
Metered Water Sales
Buik Loading Stations
Fire Protection Revenue
Sales for Resale

Total Sales of Water

Other Water Revenues
Forfeited Discounts
Miscellaneous Service Revenues
Rents from Water Property
Other Water Revenues

Total Other Water Revenues

Total Operating Revenues

Operating Expenses

Operation and Maintenance Expenses
Salaries and Wages - Employees
Salaries and Wages - Officers
Employee Pensions and Benefits
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
Materials & Supplies
Contractual Services
Water Testing
Rents
Transportation Expenses
Insurance
Regulatory Commission Expenses
Bad Debt Expense
Miscellaneous Expenses

Total Operation and Maintenance Expenses

Depreciation Expense
Amortization Expense
Taxes Other Than Income
Income Tax Expense

Total Operating Expenses
Utility Operating Income

TYE 12/31/2011

Test Year Adjustments Ref. Pro Forma
1,127,932.24 1,358,011.08
74,574.90 87,681.38
1,202,507.14 0.00 1,445,692.46
22,281.65 22,281.65
11,658.38 11,658.38
3,600.00 3,600.00
37,540.03 0.00 37,540.03
1,240,047.17 0.00 1,483,232.49
297,297.65 297,297.65
23,600.00 23,600.00
93,098.48 93,098.48
403,942.98 403,942.98
19,471.96 19,471.96
83,708.93 -37,343.36 A 46,365.57
54,216.73 -2,660.00 B 51,656.73
1,185.00 1,185.00
2,425.22 2,425.22
21,875.64 21,875.64
22,096.25 22,096.25
4,632.00 4,632.00
4,148.62 -847.86 Cc 3,300.76
1,031,699.46 990,948.24
348,712.00 -142,574.00 D 206,138.00
0.00 0.00
24,743.98 24,743.98
0.00 0.00
1,405,155.44 -142,574.00 1,221,830.22

-165,108.27 142,574.00

261,402.27




Reference
Letter

A

Pendleton County Water District
References

Test Year Materials & Supplies include the cost of a large unusual repair to a line
at the Ammerman Tank. Schedule D itemizes all of the costs charged to Materials
and Supplies during the test year and details the items that should be eliminated
from the Pro Forma amount due to the large unusual repair.

Test year Contract Services include the cost of a tank evaluation that was done
during the test year. Since this evaluation is only done once every 5 years, we

have eliminated 4/5 of the $3,200.00 cost from the Test Year in order for the

pro forma to show the portion of the cost that is actually attributable to a single
year. Schedule E itemizes all of the costs charged to Contract Services during the
Test Year and details the cost that has been eliminated from the Pro Forma amount.

Test Year Miscellaneous Expense includes several items such as funeral flowers
that are not considered a necessary cost of operations. Schedule F itemizes all of
the costs charged to Miscellaneous Expense during the Test Year and details

the items that have been eliminated from the Pro Forma amount.

According to the enclosed 2012 depreciation schedule, Pro Forma depreciation
expense will be $347,913. This is a reduction of $799 from the test year. In
addition, the District has been setting funds aside for the replacement of capital
assets. We feel that we have enough in reserve to reduce the amount of
depreciation expense to be recouped from customer payments in the attached
Pro Forma Statements. In order to limit the amount of rate increase to our
customers to approximately 10%, we have reduced the expected Pro Forma
depreciation expense of $347,913 by 40.75% or $141,775 to $206,138.



Pendleton County ‘*'ater District
Materials and lies
January through December 2011

ITVM l Date J Num Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination
[MAINTENANCE - OTHER
BUILDING
Check l 01/25/2011 15433 Philip Crawford lights for garage 152.32
Total BUILDING 152.32 0.00 152.32
OTHER EQUIPMENT
Bill 01/31/2011 COUNTRYSIDE TRACTOR & SUPPLY hydraulic fluid 49.08
Bill 05/31/2011| |47562 WESTERMAN COMPANIES RELAY 32.00
Bill 08/15/2011| 148094 WESTERMAN COMPANIES 2 BOARDS 870.00
Bill 08/15/2011] |B002538 POLLARDWATER.COM OIL FOR BORING MACHINE 123.95
Bifl 11/04/2011] |863909 LIMESTONE FARM LAWN WORKSITE BELT FOR LAWN MOWER 82.39
Bi 12/31/2011 672421 Southeastem Equipment Co., Inc. SKID STEER §57.20

Total OTHER EQUIPMENT 1,214.62 0.00 1.214.62
MATERIAL & SUPPLIES - OPERATION

OPERATIONS
Bill 01/24/2011 2487947 HD Supply Waterworks 2487947 THANSPONDERS 3,385.20
Bill 04/11/2011 2780648 HD Supply Waterworks 2780648 air relief valves 143.00
Bill 04/11/2011 2764031 HD Supply Waterworks 276403 1air relief valve 71.50
Bill 04/19/2011| |287359 GROTT LOCKSMITH CENTER INC LOCKS 373.61
Bill 05/23/2011] |857253991 |GRAINGER PRESSURE RECORDER 511.10
Bilt 05/23/2011} |857253991 |GRAINGER PRESSURE RECORDER GRAPHS 43.42
Bill 07/22/2011] |3277588 HD Supply Waterworks 3277588 chiorine 512.82
Bill 08/15/2011 3378976 HD Supply Waterworks 3378976 83.31
Bilt 08/15/2011 7358044 HACH Company 7358044 CHLORINE 521.78
Bill 08/15/2011] [857253991 |GRAINGER PRESSURE TRANSDUCER 200.34
Total OPERATIONS 5,846.08 0.00 5,846.08
MAINTENANCE
Bill 0t1/21/2011 2465783 HD Supply Waterworks 2465783 10.98
Bili 01/21/2011 2478331 HD Supply Waterworks 2478331 161.04
Bill 01/31/2011 1156 ACE Hardware 1156 347.56
General Jo{ 01/31/2011] |6 6 JANUARY REPAIRS 2,031.17
Bilt 02/23/2011 2585864 HD Supply Waterworks 2585864 183.34
General Jo| 02/28/2011] |6 6 FEBRUARY REPAIRS 1,088.87
Bill 03/31/2011 1156 ACE Hardware 1156 94.18
Bill 03/31/2011| 15899 Hilltop Stone LLC 864429 108.86
General Jo| 03/31/2011 6 6 MARCH REPAIRS 1,184.73
General Jo{ 03/31/2011 20 20 to bafance inventory 16.05
Bili 03/31/2011 5473-7801-48{Fifth Third Bank oil 84.03
Bill 04/11/2011 5899 Hilltop Stone LLC 864542 105.78
Bilt 04/30/2011 1156 ACE Hardware 1156 139.26
General Jo{ 04/30/2011] 16 6 APRIL REPAIRS 581.71
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Pendieton Countv “*'ater District A
Materials and Jlies
January through December 2011

Type Date Num Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination
Bilt 05/09/2011 2916238 HD Supply Waterworks REPAIR AT AMMERMAN TANK 5457.62 -5,457.82 Due to line slippage
Bill 05/09/2011| {4719 C.L. Thomburg Co. Inc. REPAIRS AT AMMERMAN TANK | 13,104.00 -13,104.00 caused by extremely wet
Bill 05/11/2011 2916304 HD Supply Waterworks 2916304 - AMMERMAN TANK REP. 518.54 -518.54 weather the Distnct had
Bill 05/11/2011 864895 Hilltop Stone LLC 864895 337.01 to make a major repair
Bilt 05/12/2011 Tilton Excavating LLC REPAIR LINE AT AMMERMAN TAN 19,500.00 -19,500.00 to a line at the Ammerman
Bill 05/17/2011 175806 Reis Concrete repair at Ammerman tank site 390.00 -390.00 tank. We have therefore
Bilt 05/18/2011 13111 Reis Concrete repair at Ammerman tank site 362.00 -362.00 excluded these expenses
Bill 05/19/2011 5473-7801-481Fifth Third Bank GRASS SEED 239.94 from the pro forma amounts
Credit 05/25/2011] |S1518346.1 |C.l. Thomburg Co. Inc. REPAIR AT AMMERMAN TANK 1,989.00 1,989.00
Bill 05/31/2011 1156 ACE Hardware 1156 140.77
Bill 05/31/2011 865226 Hilltop Stone LLC 865226 89.96
Bill 05/31/2011 P1350 Bames Hardware & Lumber P1350 24.36
General Jo| 05/31/2011] |6 6 MAY REPAIRS 457.57
Bill 06/28/2011 44605 Anderson's Equipment Co. weedeater 174.47
General Jo| 06/30/2011} |6 6 REPAIRS FOR JUNE 374.58
Bill 06/30/2011 1156 ACE Hardware 1156 180.45
Bill 06/30/2011 3192956 HD Supply Waterworks 3192956 TRANSPONDERS 3,385.20
General Jo{ 06/30/2011] |21 21 ADJ TO BALANCE INVENTORY 91.80
Bilt 07/19/2011 5473-7801-48|Fifth Third Bank weed killer 79.98
Bill 07/31/2011 1186 ACE Hardware 1156 25.20
General Jo{ 07/31/2011 ] 6 JULY REPAIRS 185.17
Bill 08/15/2011 |857253991 |GRAINGER GREASE FOR PUMPS 123.59
Bill 08/25/2011| |857253991 |GRAINGER CORD 24.25
Bill 08/31/2011 1156 ACE Hardware 1156 180.65
General Jo| 08/31/2011] |6 6 AUGUST REPAIRS 3,415.36
Bill 09/19/2011| |857253991 |GRAINGER PRESSURE TRANSDUCER 201.38
Bill 09/30/2011 1156 ACE Hardware 1156 122.99
General Jo{ 09/30/2011] |6 6 REPAIRS SEPTEMBER 2,.279.02
General Jo| 09/30/2011 18 meter boxes retumed to inventory 503.50
General Jo{ 09/30/2011 19 19 TO ADJUST INVENTORY FOR QUARTER 106.77
Bill 10/11/2011 857253991 |GRAINGER pens for chart recorder 53.18
Bill 10/31/2011 1156 ACE Hardware 1156 25.97
General Jo{ 10/31/2011] |6 6 OCTOBER REPAIRS 457.18
Check 11/02/2011 1010 Petty Cash MAINTENANCE SUPPLIES 40.85
Bill 11/08/2011 857253991 |GRAINGER PRESSURE RECCORDER 525.42
Bill 11/14/2011 ABERCROMBIE TRUCKING TOP SOIL 350.00
Bill 11/30/2011 1156 ACE Hardware 1156 96.16
Bill 11/30/2011| |P1350 Bames Hardware & Lumber P1350 12.99
Bill 11/30/2011| |5899 Hilitop Stone LLC 868372 114.32
General Jo{ 11/30/2011| |6 6 REPAIRS NOVEMBER 629.56
Gi iJo{ 11/30/2011] |23 23 BOARD OF ED SUPPLIES 23.00
Bill 12/19/2011] |B57253991 |GRAINGER battery 80.88
Bill 12/27/2011 857253991 |GRAINGER battery 242.63
Bill 12/28/2011 ]5899 1 Hilltop Stone LLC 868700 98.90
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Pendleton Count* “*'ater District

Materials ant

plies

January through December 2011

Ty&‘ Date Num Name Memo 4‘ ] Debit ] Credit Balance Adjustment Adjusted Balance Explaination
General Jo{ 12/28/2011 24 24 salvaged materials from tap relocations on Tume 965.84
General Jo{ 12/31/2011] |6 6 DECEMBER REPAIRS } 1,507.84
General Joj 12/31/2011 25 25 adj entry to balance inventory for 16.39
Bill 12/31/2011 1156 ACE Hardware 1156 17.27
sill 12/31/2011 5899 Hilltop Stone LLC 868785 261.98
Total MAINTENANCE 62,142.09 3,581.16 58,560.93
MATERIAL & SUPPLIES - OFFICE

OFFICE EXPENSE-G & A
Check 01/05/2011 15398 Ricky King PLASTIC STORAGE BOXES 86.92

Bill 01/07/2011 S&H Consulting Co. 5 fiash drives 75.00
Check 01/11/2011 15416 DOLLAR GENERAL storage supplies 76.32
Bill 01/12/2011|  |AB320GM-00 [CHAPMAN PRINTING CO. AB320GM-00 48.00
Bill 01/12/2011] |AB485GM-00 |CHAPMAN PRINTING CO. AB4B5GM-00 24.43
Bill 01/17/2011] |AB485GM-01 [CHAPMAN PRINTING CO. AB485GM-01 4.32
Bill 01/18/2011]  |AB485GM-02 [CHAPMAN PRINTING CO. AB485GM-02 2.16
Bill 01/31/2011 164 Wyatt's Super Vaiu Acct. 164 96.09
Bifl 01/31/2011 (018372 CHAPMAN PRINTING CO. 018372 109.00
Bili 01/31/2011|  |5473-7801-48{Fifth Third Bank PAYROLL SUBSCRIPTION REFUND 28.62
Bill 01/31/2011 5473-7801-481th Third Bank SOAP 52.88
Bill 02/07/2011]  |A9105GM-00 [CHAPMAN PRINTING CO. A9105GM-00 33.80
Bill 02/11/2011 A9145GM-00 |CHAPMAN PRINTING CO. A9145GM-00 33.90
Bill 02/11/2011]  |A9143GM-00 |CHAPMAN PRINTING CO. AS143GM-00 37.04
Bill 02/22/2011% A9137GM-00 |[CHAPMAN PRINTING CO. A9137GM-00 380.00
Bill 02/28/2011 164 Wyatt's Super Valu Acct. 164 42.04
Bill 02/28/2011] 1018640 CHAPMAN PRINTING CO. 018640 109.00
Bilt 03/07/2011 ABB72GM-00 |[CHAPMAN PRINTING CO. ABB72GM-00 33.80
Bill 03/08/2011 AB121GM-00 ICHAPMAN PRINTING CO. AB121GM-00 35.31
Bill 03/18/2011 CENTRAL JANITORIAL SUPPLY VACUUM SWEEPER 265.00
Check 03/15/2011 15536 Petty Cash supplies 38.57
Credit 03/30/2011 £A9143GM-80 |CHAPMAN PRINTING CO. A9143GM-90 CALCULATOR 9.95
Bill 03/31/2011 164 Wyatt's Super Valu Acct. 164 55.60
Bill 04/08/2011 AB843GM-00 |CHAPMAN PRINTING CO. ABB43GM-00 33.80
Bilt 04/11/2011] |A8170GM-00 [CHAPMAN PRINTING CO. 18A70GM-00 21.69
Bill 04/30/2011] |A0734GG-00 [CHAPMAN PRINTING CO. PAPER TOWELS 57.06
Bill 05/11/2011]  |AB978GM-00 [CHAPMAN PRINTING CO. COPY PAPER 33.90
Bill 05/16/2011} {20110253 S&H Consuilting Co. TAPES FOR BACKUP 99.75
Bill 05/18/2011]  |AB316GM-00 [CHAPMAN PRINTING CO. OFFICE SUPPLIES 418.46
Bill 06/08/2011]  |A9623GM-00 |CHAPMAN PRINTING CO. PAPER 33.80
Bill 06/15/2011] |A8010GM-00 [CHAPMAN PRINTING CO. PENS, ENVELOPES 36.95
Check 06/20/2011 15727 1 Petty Cash supplies 49.61
Bill 06/30/2011]  |A9735GM-00 |CHAPMAN PRINTING CO. COPY PAPER 33.90
Bill 06/30/2011] 1020146 ] CHAPMAN PRINTING CO. envelopes 89.40
Credit 06/30/2011| |A8316GM-90 [CHAPMAN PRINTING CO. A8316GM-90 PAPER PRODUCTS NOT RECEIVED 29.41
Bill 07/11/2011 AB072GM-00 |CHAPMAN PRINTING CO. ABO72GM-00 ‘ ‘ 178.09
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Pendleton Count* ‘ater District
Materials ana dlies
January through December 2011

Type Date Num j Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination
Bill 08/15/2011 A7052GP-00 |[CHAPMAN PRINTING CO. A7052GP-00 393.58
Bill 08/15/2011] |A9888GM-00 [CHAPMAN PRINTING CO. A9B888GM-00 33.90
Bill 08/31/2011]  |A7144GP-00 |[CHAPMAN PRINTING CO. A7144GP-00 24.00
Bill 08/31/2011] 020620 ‘ CHAPMAN PRINTING CO. ENVELQPE 250.22
Bill 09/08/2011 A8115QP-00 [CHAPMAN PRINTING CO. AB8115QP-00 33.90
Bill 09/21/2011| |AB177GP-00 [CHAPMAN PRINTING CO. AB177GP-00 28.95
Bill 09/30/2011 l S&H Consulting Co. SYMANTEC RENEWAL 286.00
Bill 10/06/2011]  |A7216GP-00 |CHAPMAN PRINTING CO. A7216GP-00 62.86
Bill 10/10/2011]  |AB262GP-00 |CHAPMAN PRINTING CO. AB262GP-00 33.80
Credit 10/24/2011) |A8610GI90 |{CHAPMAN PRINTING CO. AB8610GI-90 WRONG FAX CARTRIDGE 44.05
Bill 10/31/2011 A7160GP-00 [CHAPMAN PRINTING CO. A7160GP-00 72.66
Bilt 10/31/2011 021176 CHAPMAN PRINTING CO. checks 109.00
Check 11/02/2011 1010 Petty Cash supplies 4266
Bill 11/08/2011 S&H Consutting Co. TAPE CARTRIDGE 79.75
Bilt 11/21/2011]  |5473-7801-48{Fitth Third Bank SOAP 65.66
Bill 12/09/2011 A7368GP-00 {CHAPMAN PRINTING CO. A7368GP-00 169.10
Bilf 12/31/2011 A7457GP-00 |CHAPMAN PRINTING CO. A7457GP-00 206.98
Total OFFICE EXPENSE- G & A 4,329.11 112.03 4,217.08
OFFICE EXPENSE - CUSTOMER
Bill 01/31/2011| {018455 CHAPMAN PRINTING CO. 018455 BILLS 822.91
Bill 01/31/2011 108451 CHAPMAN PRINTING CO. 018451 DELINQUENTS 366.26
Bilt 02/16/2011 |63523 FRED PROCTER COMPANY INV. 63523 READING BOOKS 291.00
Bill 03/10/2011 AG2140 Schwaab, inc. PADS 109.96
Bill 05/31/2011| |019758 CHAPMAN PRINTING CO. HANG TAGS 208.25
Bill 05/31/2011| (019788 CHAPMAN PRINTING CO. UTILITY BILLS 823.19
Bill 05/31/2011] 019752 CHAPMAN PRINTING CO. 'WORK ORDERS 228.00
Bilt 06/13/2011 760459 Schwaab, inc. NAME STAMP 39.99
Bill 11/09/2011] [021344 CHAPMAN PRINTING CO. bills 799.29
Bill 11/21/2011 B65423 Schwaab, Inc. BANK STAMPS 86.98
Total OFFICE EXPENSE - CUSTOMER 3,776.83 0.00 3,776.83
POSTAGE - GEN'L
Check 01/06/2011 15404 FALMOUTH POSTOFFICE stamps (7 rolls) 308.00
Check 01/27/2011 15436 FALMOUTH POSTOFFICE public notification reporting viclation 748.00
Check 03/15/2011 15535 FALMQUTH POSTOFFICE 7 ROLLS 308.00
Check 03/16/2011 15536 Petty Cash postage 38.73
Check 05/11/2011 15647 Falmouth Post Office 7 rolls stamps 308.00
Check 06/20/2011 15727 Petty Cash postage 76.70
Check 06/22/2011| |15735 Falmouth Post Office 7 ROLLS STAMPS 308.00
Check 08/18/2011 15821 FALMOUTH POSTOFFICE 7 rolls stamps 308.00
Check 10/12/2011] 115952 Falmouth Past Office 7 rolls stamps 308.00
Check 11/02/2011 1010 Petty Cash postage 48.55
Check 12/29/2011| 1085 FALMOUTH POSTOFFICE 7 rolis stamps 308.00
Total POSTAGE - GEN'L 3,067.98 0.00 3,067.98
POSTATE - BILLS
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Pendleton Countv Water District

Materials and slies

January through Devcmber 2011

Type Date Num Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination

Check 01/17/2011 15422 FALMOUTH POSTOFFICE billing 547.09

Check 02/16/2011 15437 FALMOUTH POSTOFFICE bilfing 544.15

Check 03/17/2011 15537 FALMOUTH POSTOFFICE billing 544.88

Check 04/18/2011 15582 FALMOUTH POSTOFFICE billing 546.35

Check 05/17/2011 15662 FALMOUTH POSTOFFICE postage on billing 581.88

Check 06/17/2011 15725 Falmouth Post Office BILLING 583.96

Check 07/18/2011 15784 FALMOUTH POSTOFFICE billing 587.90

Check 08/17/2011 15780 Faimouth Post Office billing 589.49

Check 09/19/2011 15872 FALMOUTH POSTOFFICE billing 589.55

Check 10/18/2011 15956 FALMOUTH POSTOFFICE billing 586.34

Check 11/17/2011 1017 Falmouth Post Office bifling postage 586.95

Check 12/16/2011 1020 FALMOUTH POSTOFFICE billing 584.55

Total POSTATE - BILLS 6.873.09 0.00 6,873.09

| |
GRAND TOTALS 87,402.12 3,693.19 83,708.93 -37.343.36 46,365.57
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Pendleton County Water District
Contractual ¢ es
January through Devember 2011

TypeJ l Date J l Num Name Memo Debit Credit Baiance Adjustment Adjusted Balance Explaination
CONTRACTUAL SERVICES
SECURITY SERVICES
Bill 03/11/2011 43261296 ADT APRIL - JUNE 110.74
Bill 06/13/2011 49112421 ADT JULY - SEPTEMBER 116.83
Bill 09/19/2011 55084684 ADT OCTOBER TO DECEMBER 116.83
Bill 12/19/2011 01200 101925ADT JANUARY TO MARCH 116.83
Total SECURITY SERVICES 461.23 0.00 461.23
EXTERMINATING SERVICE
Bill 01/20/2011 ORKIN 1/20/11 67.49
Bill 02/17/2011| |D-8300208 |ORKIN 2/17/11 67.49
Bill 03/10/2011 D-8300208 |ORKIN 3o/t 67.49
Bill 04/14/2011 D-8300208 |ORKIN 4/14/11 67.49
Bill 05/13/2011 D-8300208 |ORKIN 5/12/11 67.49
Bill 06/09/2011 D-800208 1 ORKIN &6/9/11 71.54
8ill 07/14/2011 D-8300208 |ORKIN 7/14/11 71.54
Bill 08/15/2011 D-8300208 |ORKIN 8/11/11 71.54
Bl 09/08/2011 [ Jomxin 81 71.54
8ill 10/14/2011 D-8300208 |ORKIN 10/13/11 71.54
Bill 11/10/2011 D-8300208 |ORKIN 1110111 71.54
Bill 12/08/2011 D-8300208 |ORKIN 12/8/11 71.54
Total EXTERMINATING SERVICE 838.23 0.00 838.23
RADIO READ SOFTWARE-CONNECT
Bill i l 06/20/2011 1 ]92241 801 Badger Meter inc. Service agreement on Connect 989.04
Total RADIO READ SOFTWARE-CONNECT 989.04 0.00 989.04
ANSWERING SERVICE
Bill 01/28/2011 594 AROUND THE CLOCK ANSWERING SERVI{594 140.20
Bill 03/07/2011 594 AROUND THE CLOCK ANSWERING SERVI{584 103.00
Bill 03/31/2011 594 AROUND THE CLOCK ANSWERING SERVi{534 95.40
Bill 04/27/2011 584 AROUND THE CLOCK ANSWERING SERVIK584 104.60
Bill 05/31/2011 594 AROUND THE CLOCK ANSWERING SERVI{584 100.60
Bill 06/29/2011] |594 AROUND THE CLOCK ANSWERING SERVI4594 101.80
Bill 07/29/2011 594 AROUND THE CLOCK ANSWERING SERVI{594 103.00
Bill 08/31/2011 594 AROUND THE CLOCK ANSWERING SERVI{594 108.20
Bill 08/29/2011 584 AROUND THE CLOCK ANSWERING SERVI$584 108.20
Bill 10/31/2011 594 AROUND THE CLOCK ANSWERING SERVI(594 104.20
Bill 11/29/2011 594 AROUND THE CLOCK ANSWERING SERVI{554 103.00
Bill 12/29/2011 594 ARCUND THE CLOCK ANSWERING SERVI{594 102.60
Total ANSWERING SERVICE 1,274.80 0.00 1,274.80
lINTERNET SERVICES
Bil 01/04/2011 S&H Consuiting Co. internet 14.95
8ill 02/02/2011 S&H Consulting Co. internet 14.95
Bill Q3/07/2011 S&H Consulting Co. internet 14.95
Bil 04/01/2011 S&H Consulting Co. internet 14.95
Bill 05/03/2011 S&H Consuiting Co. internet 14.95
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Pendleton County Water District

Contractual ¢ es

January through Dew.mber 2011

Type Date Num Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination
Bill 06/07/2011 S&H Consulting Co. INTERNET 14.95
Bill 06/28/2011 S&H Consulting Co. INTERNET 14.95
Bilf 08/03/2011 S&H Consulting Co. INTERNET 14.95
Bill 09/02/2011 S&H Consulting Co. INTERNET 14.95
Bill 10/01/2011 S&H Consulting Co. INTERNET 14.95
Bill 11/01/2011 S&H Consuiting Co. INTERNET 14.95
Bill 11/30/2011 S&H Consuiting Co. INTERNET 14.95
Total INTERNET SERVICES 179.40 0.00 179.40
JANITORIAL SERVICES
Bill 01/06/2011 Karen Logan CLEANING 1/1/11 60.00
Bilt 01/13/2011 Karen Logan CLEANING 1/8/11 60.00
Bill 01/20/2011 Karen Logan CLEANING 1/14/11 60.00
8ill 01/28/2011 Karen Logan CLEANING 1/23/11 60.00
Bill 01/31/2011 Karen Logan CLEANING 1/29/11 60.00
Bill 02/10/2011 Karen Logan CLEANING 2/6/11 60.00
Bill 02/17/2011 Karen Logan CLEANING 2/12/11 60.00
Bitl 02/24/2011 Karen Logan CLEANING 2/19/11 €0.00
Bill 03/01/2011 Karen Logan CLEANING 2/26/11 60.00
Bill 03/10/2011 Karen Logan CLEANING 3/5/11 60.00
Bilt 0372011 Karen Logan CLEANING 3/13/11 60.00
Bill 03/31/2011 Karen Logan CLEANING 3/19 & 27/11 120.00
Biit 04/07/2011 Karen Logan CLEANING 4/3/11 60.00
Bill 04/14/2011 Karen Logan CLEANING 4/9/11 60.00
Bill 04/19/2011 Karen Logan CLEANING 4/16/11 60.00
Bifl 04/28/2011 Karen Logan CLEANING 4/23/11 60.00
Bill 04/30/2011 Karen Logan CLEANING 4/28/11 60.00
Bili 05/12/2011 Karen Logan CLEANING 5/8/11 €0.00
Bill 05/19/2011 Karen Logan CLEANING &/15/11 60.00
Bitl 05/26/2011 Karen Logan CLEANING 5/22/11 60.00
Bill 05/26/2011 Karen Logan CLEANING 5/26/11 60.00
Bil 06/09/2011 Karen Logan CLEANING 6/3/11 60.00
Bill 06/16/2011 Karen Logan CLEANING 6/12/11 60.00
8ill 06/22/2011 Karen Logan CLEANING 6/16/11 60,00
Bill 06/24/2011 Karen Logan CLEANING 6/24/11 60.00
Bilt 07/07/2011 Karen Logan CLEANING 7/3/11 60.00
il 07/14/2011 Karen Logan CLEANING 7/8/11 60.00
Bill 07/20/2011 Karen Logan CLEANING 7/15/11 60.00
Bitl 07/28/2011 Karen i.ogan CLEANING 7/22/11 60.00
Bill 08/04/2011 Karen Logan 7/29/11 60.00
Bill 08/11/2011 Karen Logan 8/06/2011 60.00
Bill 08/18/2011 Karen Logan 8/14/2011 60.00
Bill ag/24/2011 Karen Logan 8/20/2011 60.00
Bill 09/01/2011 Karen Logan 8/25/2011 60.00
Bill 09/08/2011 Karen Logan 9/4/2011 60.00
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Pendleton Countv “*'ater District
Contractual { ses
January through December 2011

Type Date Num Name Memo Debit Credit Bal Adjusted Bal: Explaination
Bill 09/16/2011 Karen Logan 9/11/2011 60.00
Bill 09/22/2011 Karen Logan 9/18/2011 60.00
Bill 09/29/2011 Karen Logan 9/24/2011 60.00
Bill 10/06/2011 Karen Logan 1011/11 60.00
Bill 10/13/2011 Karen Logan 10/9/11 60.00
Bill 10/20/2011 Karen Logan 1016/11 60.00
Bill 10/26/2011 Karen Logan 10/23/11 60.00
Bill 10/30/2011 Karen Logan 10/30/11 60.00
Bill 11/09/2011 Karen Logan 11/6/11 60.00
Bill 11/16/2011 Karen Logan 111111 60.00
Bill 11/30/2011 Karen Logan 11/20/114 & 11/25/11 120.00
Bill 12/08/2011 Karen Logan 12.3.11 60.00
Bill 12/15/2011 Karen Logan 121111 60.00
Bill 12/20/2011 Karen Logan 12.18.11 60.00
Bill 12/29/2011 Karen Logan 12.23.11 60.00
Bill 12/31/2011 Karen Logan 12.30.11 60.00
Total JANITORIAL SERVICES 3,180.00 0.00 3,180.00
SYSTEM MAINTENANCE
Bill l ] 04/26/2011 1 WET OR DRY tank evaluations 2011 3,200.00 -2,560.00 640.00|  [This is something that is only
Total SYSTEM MAINTENANCE 3,200.00 0.00 3,200.00 done once every 5 years. We
BILLING PROGRAM have therefore eliminated
gt | | osouzo11] 12915 DONALD R. FREY & CO., INC. annual support & internet hosting fee| 204234 4/5 of this cost in order to
Total BILLING PROGRAM 2,042.34 0.00 2,042.34 reflect a portion of it
COMPUTER MAINTENANCE in each year rather than the
gil | | osozeor1] | S&H Consuiting Co. MAINTENANCE CONTRACT 1,500.00 whole thing in any one year.
Total COMPUTER MAINTENANCE 1,500.00 0.00 1,500.00
METER TESTING
Bill 06/20/2011 Dyer Meter Service METER TESTING 1,042.00
Bill 11/09/2011 Dyer Meter Service METER TESTING 414.00
Total METER TESTING 1,456.00 0.00 1,456.00
NKADD
Bill 01/17/2011 Pendleton County Industrial Autharity 7.5% OF BILL MITCHELL'S EXPENS 22.89
Bill ot/31/2011 Northern Kentucky Area Development Dist. [2ND quarter admunistration fee FY11 1,125.00
Biit 02/16/2011 Pendleton County Industrial Authority 7.5% OF BILL MITCHELL'S EXPENY 37.18
Bill 03/15/2011 Pendleton County Industrial Authornity 7.5% OF BILL MITCHELL'S EXPENS 34.93
Bill 04/15/2011 185 Northern Kentucky Area Development Dist.  |3rd quarter administration fee FY11 1,125.00
Bil 04/15/2011 Pendieton County Industrial Authority 7.5% OF BILL MITCHELL'S EXPENS 28.49
Bill 06/23/2011 4293-001 Northern Kentucky Area Development Dist. [4TH quarter administration fee FY11 1.126.00
Bilf 09/30/2011 4423-001 Northern Kentucky Area Development Dist. |1ST quarter administration fee FY12 1,125.00
Bilt 12/31/2011 4571-001 Northern Kentucky Area Development Dist. [2ND quarter administration fee FY12 1.125.00
Total NKADD 5,748.50 0.00 5,748.50
TRUSTEE FEES
Check i ] 02/03/2011 AUTO TRUST REMITTANCE TRUST REMITTANCE 250.00
Total TRUSTEE FEES 250.00 0.00 250.00
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Pendleton Countv "Water District

Contractual ces
January through Devember 2011

F;pi} ‘ Date Num Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination
|BANK CHARGES
Check 12/15/2011] |BANK CHG  |BANK OF KENTUCKY ANALYSIS 56.00
Check 12/30/2011 Service Charge 30.00
Check 12/30/2011 Service Charge 20.00
Total BANK CHARGES 106.00 0.00 106.00
BOX RENTAL
Bl | | osoweoit] |2s2 Falmouth Post Office BOX RENTAL 176.00
Total BOX RENTAL 176.00 0.00 176.00
PERMIT FEE
Bl | | ozvozro11| |74 Falmouth Post Office 74 permit fee 185.00
Total PERMIT FEE 185.00 0.00 185.00
UTILITY EXPENSE
GARBAGE COLLECTION
Bill 01/06/2011] |41 050641 |Rumpke GARBAGE COLLECTION 117.25
Bill 02/04/2011] 41050641 |Rumpke GARBAGE COLLECTION 117.83
Bill 03/07/2011| 41050841 |Rumpke GARBAGE COLLECTION 119.25
Bill 04/07/2011]  |534631 Rumpke GARBAGE COLLECTION 120.41
Bill 05/06/2011| |41 050641 |{Rumpke GARBAGE COLLECTION 121.35
Bill 06/08/2011| |41 050841 |Rumpke GARBAGE COLLECTION 120.72
Bill 07/06/2011] |41050641 |Rumpke GARBAGE COLLECTION 120.20
Bilf 08/03/2011| |41 050641 [Rumpke GARBAGE COLLECTION 120.67
Bill 09/06/2011 41 05064 1 Rumpke GARBAGE COLLECTION 118.89
Bill 10/05/2011| |41 05064 1 |Rumpke GARBAGE COLLECTION 119.67 -
Bill 10/31/2011| |41 0005064 6|Rumpke GARBAGE COLLECTION 119.88
Bill 11/30/2011] |41 0005064 6{Rumpke GARBAGE COLLECTION 119.88
Total GARBAGE COLLECTION 1,437.10 0.00 1.437.10
TELEMETRY
Bilt o1/28/2011]  |606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
Bill 03/07/2011 606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
Bill 03/31/2011| |606 P46-7992{Cincinnati Bell 606 P46-7992 992 152.44
Bill 04/27/2011] 1606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
Bill 05/26/2011]  |606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
Bill 06/27/2011 606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
Bill 07/26/2011]  |606-P46-7992|Cincinnati Bell 606-P46-7992 992 152.44
Bill 08/29/2011| |606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
gill 09/27/2011|  |606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
Bill 10/28/2011|  |606 P46-7992|Cincinnati Bell 606 P46-7992 892 152.44
Bill 11/30/2011|  |606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
Bill 12/29/2011|  |606 P46-7992|Cincinnati Bell 606 P46-7992 992 152.44
Total TELEMETRY 1,829.28 0.00 1,829.28
TELEPHONE
Bill 01/18/2011]  |830085704 |AT&T Mobility 830085704 267.23
Bill 01/31/2011]  |859-654-6964|Cincinnati Bell 859-654-6064 614 347.52
Bill 01/31/2011] [5473-7801-48{Fifth Third Bank OnStar 18.95
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Pendleton Countv “Vater District

Contractual

ses

January through Decvember 2011

Type Date Num Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination
Bill 02/07/2011 1038857 Cincinnati Bell Any Distance 1038857 37.06
Bill 02/16/2011 830085704 |AT&T Mobility 830085704 269.20
Bilt 02/28/2011 859-654-6964 Cincinnati Bell 859-654-6964 614 347.52
Bill 02/28/2011 830085704 |AT&T Mobility 830085704 267.04
Bill 03/07/2011 1038857 i Cincinnati Bell Any Distance 1038857 37.11
Bill 03/17/2011 5473-7801-48{Fifth Third Bank OnStar 18.95
Bili 03/28/2011 859-654-6964‘Cin0|nnati Bell 859-654-6964 614 347.52
Bill 03/31/2011 5473-7801-48(Fifth Third Bank OnStar 18.95
Bill 04/11/2011 1038857 ‘ Cincinnati Bell Any Distance 1038857 37.10
Bilt 04/18/2011 830085704 |AT&T Mobility 830085704 266.74
Bill 04/30/2011 859-654-6964|Cincinnati Bell 859-654-6964 614 350.51
Bifi 04/30/2011 1038857 l Cincinnati Bell Any Distance 1038857 36.92
Bill 05/16/2011 830085704 |AT&T Mobility 830085704 268.19
Bill 05/19/2011 5473-7801-481Fifth Third Bank OnStar 100.98
Bill 05/31/2011 859-654-6964|Cincinnati Bell 859-654-6964 614 350.51
Bili 06/08/2011 1038857 Cincinnati Bell Any Distance 1038857 36.90
8ill 06/16/2011 830085704 |AT&T Mobility 830085704 267.37
Bill 06/17/2011 5473-7801-48{Fifth Third Bank OnStar 18.95
Bilt 06/28/2011 859-654-6964|Cincinnati Bell 859-654-69640614 350.51
Bill 06/30/2011 1038857 Cincinnati Bell Any Distance 1038857 36.94
Bill 07/18/2011 830085704 |AT&T Mobility 830085704 266.44
Bill 07/19/2011 5473-7801-48{Fifth Third Bank OnStar 18.95
Bill 07/28/2011 859-654-6964|Cincinnati Bell 859-654-6964 350.50
Bill 07/31/2011 1038857 Cincinnati Bell Any Distance 1038857 36.75
Bili 07/31/2011 830085704 |AT&T Mobility 830085704 265.34
Bill 07/31/2011 5473-7801-48{Fifth Third Bank OnStar 100.96
Bill 08/29/2011 859-654-6964|Cincinnati Bell 859-654-6964 614 350.50
Bill 08/31/2011 830085704 |AT&T Mobility 830085704 265.45
Bill 09/08/2011 1038857 ] Cincinnati Bell Any Distance 1038857 36.81
Bil 09/21/2011 5473-7801-48(Fifth Third Bank OnStar 100.96
Bili 09/29/2011 859-654-6964|Cincinnati Bell 859-654-6964 614 356.46
Bill 09/30/2011 1038857 i Cincinnati Bell 1038857 36.65
Bill 1/17/2011 830085704 |AT&T Mobility 830085704 273.54
Bill 10/18/2011 5473-7801-48{Fifth Third Bank OnStar 18.95
Bill 10/31/2011 859-654-6964|Cincinnati Bell 859-654-6964 614 351.27
Bill 10/31/2011 830085704 |AT&T Mobility 830085704 273.15
Bill 11/09/2011 1038857 ! Cincinnati Bell Any Distance 1038857 36.99
Bill 11/21/2011 5473-7801-48{Fifth Third Bank OnStar 18.95
Bill 11/28/2011 859-654-6964|Cincinnati Bell 859-654-6964 614 351.27
Bill 12/09/2011 1038857 ' Cincinnati Bell Any Distance 1038857 36.95
Bil 12/19/2011 830085704 |AT&T Mobility 830085704 276.08
8ill 12/19/2011 5473-7801-48{Fifth Third Bank OnStar 101.22
Bill 12/27/2011 859-654-6964|Cincinnati Beli 859-654-6964 614 351.27
Bill 12/31/2011 1038857 Cincinnati Bell Any Distance 1038857 37.04
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Pendleton County ""~ter District

Contractual {

es

January through December 2011

Type Date Num Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination
Bill 12/31/2011 830085704 |AT&T Mobility 830085704 276.52
Total TELEPHONE 8.687.64 0.00 8,687.64
WATER
Bill 01/19/2011 9-3109 Pendleton Co. Water water 20.72
Bilf 02/16/2011 9-3109 Pendleton Co. Water water 22.79
Biil 03/18/2011 9-3109 Pendleton Co. Water water 20.85
Bill 04/19/2011 9-3109 Pendieton Co. Water water 20.85
Bitl 05/18/2011 9-3108 Pendleton Co. Water water 29.76
Bill 06/17/2011 9-3109 Pendleton Co. Water water 28.34
Bill Q7/19/2011 9-3109 Pendleton Co. Water water 21.31
Bill 08/19/2011 33109 Pendleton Co. Water water 26.36
Bill 09/20/2011 9-3109 Pendleton Co. Water water 21.84
8ill 10/18/2011 9-3109 Pendleton Co. Water water 23.10
Bill 11/21/2011 9-3109 Pendleton Co. Water water 20.85
Bilt 12/16/2011 Pendieton Co. Water water 20.85
Total WATER 277.62 0.00] 277.62
EDUCATION EXPENSE
8ill 02/28/2011 Kentucky State Treasurer registration for PSC training for comni 250.00
Bill 03/07/2011 Kentucky State Treasurer registration for Austin's distribution lig 180.00
Bill 03/31/2011 5473-7801-48{Fifth Third Bank meals 27.24
Check 05/18/2011 15661 Kentucky State Treasurer RICK'S TRAINING FEE 50.00
Bill 05/19/2011 wm. Jones MEALS 50.46
Bill 06/17/2011 5473-7801-48{Fifth Third Bank LAKE BARKLEY RESERVATIONS 132.23
Check 06/27/2011 15759 Austin Monroe REIMBURSE COST OF MEALS, ET( 207.65
Deposit 06/30/2011 DEP DEPOSIT EPCWD'S (ADAM) HALF OF LODGING FOR DIST. LI  256.20
Bili 07/19/2011 5473-7801-48{Fifth Third Bank LAKE BARKLEY RESERVATIONS 117.17
Total EDUCATION EXPENSE 1.024.75 256.20 768.55|
MAINTENANCE - OTHER
OTHER EQUIPMENT
Bill 01/12/2011 46512 WESTERMAN COMPANIES SERVICE CALL FOR REPAIR 1,000.00
Bill 03/10/2011 46911 WESTERMAN COMPANIES repair communication adapter 30.00
Total OTHER EQUIPMENT 1,030.00 0.00 1,030.00
PROFESSIONAL FEES
ACCOUNTING
Bill ot/31/2011 MORRIS & BRESSLER, PSC JANUARY 541.67
General Jo{ 01/31/2011 AUDIT PREP FEE 2,800.00
Bill 02/28/2011| (2337 MORRIS & BRESSLER, PSC FEBRUARY 541.67
Bill 03/31/2011 2337 MORRIS & BRESSLER, PSC MARCH 541.67
General Jo{ 03/31/2011 PG PG ACCTING FEES TO PREPARE H 1,100.00
Bill 04/30/2011 2337 MORRIS & BRESSLER, PSC APRIL 541.67
Bilt 05/31/2011 2337 MORRIS & BRESSLER, PSC MAY 541.67
General Jol 05/31/2011 PG PG ACCTING FEES TO PREPARE U 398.96
Bill 06/30/2011 MORRIS & BRESSLER, PSC JUNE 541.67
Bill 07/12/2011 vanGorder, Walker & Co., Inc. 2010 Audit 7,800.00
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Pendleton Countv **ater District

Contractual ses
January through Deuember 2011

Type Date Num Name Memo Debit Credit Balance Adjustment Adjusted Balance Explaination
Bill 07/31/2011 2337 MORRIS & BRESSLER, PSC JULY 541.67
Bilt 08/31/2011 2337 MORHAIS & BRESSLER, PSC AUGUST 541.67
8ill 09/30/2011 2337 MORRIS & BRESSLER, PSC SEPTEMBER 541.67
Bill 10/31/2011 2337 MORRIS & BRESSLER, PSC OCTOBER 541.67
aitl 11/30/2011 2337 MORRIS & BRESSLER, PSC NOVEMBER 541.67
Bili 12/31/2011 2337 MORRIS & BRESSLER, PSC DECEMBER 541.67
Total ACCOUNTING 18,600.00 0.00 18,600.00
Total 54,472.93 256.20 54,216.73 -2,560.00 51,656.73
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Pendleton County Water District

Miscellaneous ’ se
Test Yoar Pro Forma
Date Num Name Memo Debit Credit Amount Adlustment Amount Explalnation
01/31/2011 82 Falmouth Qutlook surpius - ton wtility ek £3.20
02/28/2011 86 Falmoutn Qullook truck ad & DOW legal notice 183.28
05/31/2011 12¢] Falmouth Qutiook CCR 739.44,
07/07/2011 Falmouth Qutiook LEGAL NOTICIE 180.12
Total ADVERTISING 1,166.04. 0.00: 1,166.04
[
DUES & SUBSCRIPTIONS
03/18/2011 Falmauth OQuticok SUBSCRIPTION 28.50
0472042011 Falmouth Outiook SUBSCRIPTION 28.50
10/19/2011 5473-7801-48 Fifth Third Bank ANNUAL FEE 38.00
wa1/2011 12244 KENTUCKY RURAL WATER ASSOC. annual dues 1,058.90/
Tatal DUES & SUBSCRIPTIONS 1,153.90 0.00 1,153.90
UNIFORMS
021772011 Bunnies "N” Such TOM 91.50
03/07/2011 914 Bunnies *N* Such AUSTIN 57.50
031172011 920 Bunries *N° Such DIANE 50.00
03728/2011 Bunnies "N* Such CHERI 55.00
05/12/2011 991 Bunnies “N* Such RICK 34.50
0%07/2011 1114 Bunnies "N Such DIANE 102.50]
0973072011 1160 Bunnies "N" Such PHILIP 146.00|
03072011 Bunmies *N* Such RICK 112.50
Q9302011 Burinies *N* Such RED 116.00
0W/30/2011 Bunates “N* Such CHERI 100.00!
0W3/2011 Bunnies "N* Such AUSTIN 71.00
Total UNIFORMS $36.501 8.00 836.50
l
SALES TAX DISCOUNT
01/31/2011 1 1 JANUARY 6.07
02/28/2011 1 1 FEBRUARY 6.94
03/31/2011 1 1 MARCH 6.88
04/30/2011 1 1 APRIL 7.53
05/31/2011 1 1 MAY 7.70
06/30/2011 1 1 JUNE 10.071
07/31/2011 1 1JULY 10.94
08/31/2011 1 1 AUGUST 13.12
09/30/2011 1 1 SEPTEMBER 12.58]
10/31/2011 1 1 QCTOBER 8.93|
11/30/2011 1 1 NOVEMBER 10.11
12/31/2011 1 1 DECEMBER 7.24
| Total SALES TAX DISCOUNT| 0.00 108.11 ~108.11
il
MISCELLANEOUS - OTHER
01182011 15425 Rita Spencer, County Clerk license for 2011 NEW TRUCK & TRAILER 21.00
05/31/2011 Wilson's Greenhouse MULCH 70.00!
06/16/2011 17 Adjust Customer Deposits 17 CUSTOMER DEPQSIT ADDED TO ACCT 75.00
12/31/2011 18294 Adjust W/H Ulitity Tax Balance ADJ W/H UTILITY TAX BALANCE TO ACTUAL 13.57|
Total MISCELLANECUS - OTHER 166.001 13.57] 152.43
UNALLOWED MISCELLANEOUS
03/31/2011 2384 [ Becky’s Flower Basket BRENT MOORE'S MOTHER 67.00 57| To exclude items that are
11/21/2011 5473-7801-48 Fifth Third Bank AFGHAN FOR FAULKNERS 68.00 -68| not i an
12192011 5473-7801-48Fifth Third Bank GIFT CARDS & FOOD FOR CRAWFORD & MONRO! 712.86! -712.86 expensa from the test year.
| Totat UNALLOWED MISCELLANEOUS 847.86 0.00 B847.86:
T1 ] 4.27030] | 121.68] | 4,148.62 847.86 3,300.76
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Pendleton County Water District
Revenue Requirement Calculation-Debt Coverage Method

Debt
Service Coverage Requirement

Pro forma Operating Expenses 1,221,830.22
Plus: Average Annual Debt Principal & Interest Payments 139,894.61

Debt Coverage Requirement

Rural Development 102,725.84 0.2 20,545.17
KRW Loan & Capital Lease 37,168.78 0.1 3,716.88

Total Revenue Requirements 1,385,986.88
Less: Other Operating Revenue 37,540.03

Non-Operating Revenue

Interest Income 9,463.19
Revenue Required from Rates 1,338,983.66
Less: Revenue from Sales at Present Rates 1,215,999.22
Required Revenue Increase 122,984.44

Required Revenue Increase stated as a Percentage of Revenue at Present Rates
Cash Flow Produced by Requested Revenue Requirement

Revenue Requirement - Water Sales 1,338,983.66

Add: Other Operating Revenues 37,540.03

Other Income & Deductions 9,463.19

Total Revenue Requirement 1,385,986.88

Less: Operating Expenses -1,221,830.22

Net Operating Income 164,156.66

Add: Depreciation & Amortization 206,138.00

Less: Debt Service -164,156.66

Net Cash Flow

206,138.00

0.101139



Pendleton County Water District
Average Annual Debt Service Calculation

Total RD Loan &
Bonds Lease
Series 2012 2013 2014 2012-2014 2012-2014 2012-2014
RD, Series 1977 15,950.00 15,350.00 15,750.00 47,050.00 47,050.00
RD, Series 1997 43,914.38 44,427.50 44,389.38 132,731.26 132,731.26
RD, Series 2004 33,155.00 32,795.00 32,435.00 98,385.00 98,385.00
RD, Series 2010 10,101.26 10,003.75 9,806.25 30,011.25 30,011.25
KRW, Series 2001A 27,514.26 28,741.76 28,860.13 85,116.15 85,116.15
Pendleton Co Fiscal Ct, Lease 9,171.17 8,796.76 8,422.25 26,390.18 26,390.18
Totals $139,806.06 $140,114.77 $139,763.01 $419,683.84 $308,177.51 $111,506.33
Divide by 3 Years 3 3 3
3 Year Average Debt Service 139,894.61 102,725.84 37,168.78

3 Year Average Debt Service
Rural Development
L.oan & Capital Lease







BILLING ANALYSIS




Class

Residential Meters
Commercial Meters
industrial Meters

Pendieton County High School - Comme

Griffin Industries - Industrial
City of Butler - Wholesale

Totals
Residential Meters

Commercial Meters
Industrial Meters

Wholesale Meter

Figures Appearing in
Financial Statements

Less Unbilled Revenue 12/31/11
Plus Unbilled Revenue 1/1/11
Plus Customer Account Adjustmenis

Adjusted Book Totals

Difference

Pendieton County v.ater District
Tie Revenue Per Usage Tables To Proforma Statements

Revenue Average Bill Revenue Average Bill Revenue Average Bill  § Increase
Test Period Rates Test Period Rates Present Rates  Present Rates Proposed Rates Proposed Rates in Average
Test Period Use  Test Period Use Test Period Use Test Period Use Test Period Use Proforma Bill
975,846.34 38.16 983,192.61 38.45 1,082,732.01 42.34 3.89
77,293.39 63.15 77,910.39 63.65 85,746.88 70.05 6.40
3,844.71 45.77 3.875.25 46.13 4,266.55 50.79 4.66
12,004.99 1,000.42 12,118.40 1,009.87 13,329.87 1,110.82 100.95
62,674.92 5,222.91 63,260.68 5,271.72 69,655.74 5,804.65 532.93
74,102.00 6,175.17 75,641.89 6,303.49 83,262.00 6,938.50 635.01
1,205,766.35 1,215,999.22 1,338,993.06 Revenue Provided by Rates
971.,202.81 1,338,983.66 Revenue Required from Rates
89,930.93
66,798.50 -9.40 Difference
74,574.90
1,202,507.14
-53,351.88
53,147.17
3.688.34
1,205,990.77

-224.42

% Increase
in Average
Biit

10.11%
10.06%
10.11%
10.00%
10.11%
10.07%



Class: 5/8 X 3/4 Inch Meters - Residential

Pendieton County Water District

USAGE TABLE

Usage by Rate Increment
Test Period from 1/1/2011 to 2/29/2011

M (2 3) ) ) (6) () (8)
Bills Gallons/Mcf First 2000 Next 3000 { Next 10,000 jOver 15,000 Total
First 2,000 Minimum B 992| 1,063,355 1,063,355 1,063,355
Next 3,000 Gallons 2,185] 7,424,928 4,370,000 3,054,928 7,424,928
Next 10,000 Gallons 1,007] 7,055,834 2,014,000 3,021,000f 2,020,834 7,055,834
Qver 15,000 Gallons 45| 1,223,336 90,000 135,000 450,000 548,336 1,223,336
Totals 4,229] 16,767,453 7,537,355 6,210,928 2,470,834 548,336] 16,767,453
4,229 16,767,453
REVENUE TABLE
Revenue by Rate Increment
Present Rates
Q) (2 3) (4) (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum H 4,229 7,537,355{20.12 Minimum 85,087.48
Next 3,000 Gallons 6,210,92818.71 per 1,000 54,097.18
Next 10,000 Gallons 2,470,83418.21 per 1,000 20,285.55
Over 20,000 Gallons 548,3367.11 per 1,000 3,898.67
Totals 4,229| 16,767,453 163,368.88
Average Bill 38.63
Test Period from 3/1/2011 to 12/31/2011
Class: 5/8 X 3/4 inch Meters - Residential
(1 (2 3) 4) 5) (6) (7) (8)
Bills Gallons/Mcf First 2000 Next 3000 | Next 10,000 |Over 15,000 Total
First 2,000 Minimum H 5,379 5,932,323 5,932,323 5,932,323
Next 3,000 Gallons 10,866 36,762,118 21,732,000 15,030,118 36,762,118
Next 10,000 Gallons 4,890| 34,898,357 9,780,000 14,670,000/ 10,448,357 34,898,357
Over 15,000 Gallons 209| 4,643,210 418,000 627,000] 2,090,000] 1,508,210 4,643,210
Totals 21,344] 82,236,008 37,862,323 30,327,118} 12,538,357} 1,508,210 82,236,008
21,344 82,236,008
REVENUE TABLE
Revenue by Rate Increment
Present Rates
(1) ()] ) 4) 5
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum B 21,344 37,862,323]20.24 Minimum 432,002.56
Next 3,000 Gallons 30,327,118}8.77 per 1,000 265,968.82
Next 10,000 Gallons 12,538,35718.27 per 1,000 103,692.21
Over 20,000 Gallons 1,508,210{7.17 per 1,000 10,813.87
Totals 21,344| 82,236,008 812,477.46
Average Bill 38.07




Pendleton County Water District

Test Period from 1/1/2011 to 12/31/2011
Class: 5/8 X 3/4 Inch through 2" Meters - Residential

4] (2 ) 4 (5) (6) ) (8)
Bills Gallons/Mcf First 2000 Next 3000 | Next 10,000 [Over 15,000 Total
First 2,000 Minimum B 6,371 6,995,678 6,995,678 6,995,678
Next 3,000 Gallons 13,051] 44,187,046 26,102,000 18,085,046 44,187,046
Next 10,000 Gallons 5,897] 41,954,191 11,794,000 17,691,000f 12,469,191 41,954,191
QOver 15,000 Gallons 254] 5,866,546 508,000 762,000] 2,540,000 2,056,546 5,866,546
Totals 25,573] 99,003,461 45,399,678 36,538,046] 15,009,191] 2,056,546] 99,003,461
25,573 99,003,461
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
) (2) 3 4) (5
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum 8 25,573] 45,399,678|20.12/20.24 Minimun]  517,090.04
Next 3,000 Gallons 36,538,04618.71/8.77 per 1,000 320,066.01
Next 10,000 Gallons 15,009,19118.21/8.27 per 1,000 123,977.76
Over 20,000 Gallons 2,056,546{7.11/7.17 per 1,000 14,712.53
Totals 25,5731 99,003,461 975,846.34
Average Bill 38.16
Calculated Residential Revenue 975,846.34
Residential Revenue Per Books 971,202.81
Plus Unbilled Adjustment 832.40
Plus Customer Account Adjustments 3,688.34
Total Residential Revenue Per Books 975,723.55

Difference

122.79




Pendleton County Water District

REVENUE TABLE
Revenue by Rate Increment
2012 Rates
Class: 5/8 X 3/4 inch through 2" Meters - Residential
M (2) ® @ 6]
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum | 25,573| 45,399,678{20.36 Minimum 520,666.28
Next 3,000 Gallons 36,538,04618.83 per 1,000 322,630.95
Next 10,000 Gallons 15,009,191|8.33 per 1,000 125,026.56
Over 20,000 Gallons 2,056,54617.23 per 1,000 14,868.83
Totals 25,573} 99,003,461 983,192.61
Average Bill 38.45
REVENUE TABLE
Revenue by Rate increment

Proposed Rates

Class: 5/8 X 3/4 Inch through 2" Meters - Residential
M (@ ©® @ (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum § 25,573} 45,399,678[22.45 Minimum 574,113.85
Next 3,000 Gallons 36,538,04619.71 per 1,000 354,784.43| -
Next 10,000 Gallons 15,009,191]9.16 per 1,000 137,484.19
Over 20,000 Gallons 2,056,546|7.95 per 1,000 16,349.54
Totals 25,573| 99,003,461 1,082,732.01] -
Average Bill 42.34 -




Class: 5/8 X 3/4 Inch Meters - Commercial

Pendleton County Water District

USAGE TABLE

Usage by Rate Increment
Test Perlod from 1/1/2011 to 2/29/2011

(1) (2) 3 (4) (6 (6) @ (8)
Bills Gallons/Mcf First 2000 Next 3000 | Next 10,000 | Over 15,000 Total
First 2,000 Minimum Bill 128 77,529 77,529 77,529
Next 3,000 Gallons 39 127,374 78,000 49,374 127,374
Next 10,000 Gallons 24 205,253 48,000 72,000 85,253 205,253
Qver 15,000 Gallons 10 360,667 20,000 30,000 100,000 210,667 360,667
Totals 201 770,823 223,529 151,374 185,253 210,667 770,823
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
(M 3] (3 4 (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum Bill 201 223,529120.12 Minimum 4,044.12
Next 3,000 Gallons 151,374]8.71 per 1,000 1,318.47
Next 10,000 Gallons 185,25318.21 per 1,000 1,520.93
Qver 20,000 Gallons 210,667(7.11 per 1,000 1,497.84
Totals 201 770,823 8,381.36
Average Bill 41.70
Test Period from 3/1/2011 to 12/31/11
Class: 5/8 X 3/4 Inch Meters - Commercial
M (2) 3 (4) (8 (6) 4] (8)
Bills Gallons/Mcf First 2000 Next 3000 | Next 10,000 | Over 15,000 Total
First 2,000 Minimum Bill 606 413,554 413,554 413,554
Next 3,000 Gallons 211 702,354 422,000 280,354 702,354
Next 10,000 Gallons 1371 1,194,904 274,000 411,000 509,904 1,194,904
Over 15,000 Gallons 69] 5,275,550 138,000 207,000 680,000 4,240,550 5,275,550
Totals 1,023} 7,586,362 1,247,554 898,354 1,199,904 4,240,550 7,586,362
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
(1 2 ()] @ (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum Bill 1,023  1,247,554]|20.24 Minimum 20,705.52
Next 3,000 Gallons 898,354{8.77 per 1,000 7,878.56
Next 10,000 Gallons 1,199,904(8.27 per 1,000 9,923.21
Over 20,000 Gallons 4,240,5507.17 per 1,000 30,404.74
Totals 1,023] 7,586,362 68,912.03
Average Bill 67.36




Class: 5/8 X 3/4 Inch Meters - Commercial

Pendieton County Water District

USAGE TABLE
Usage by Rate Increment
Test Period from 1/1/2011 to 12/31/2011

M (2) (3 4 (5) 6 @ (8)
Bills Gallons/Mcf First 2000 Next 3000 | Next 10,000 | Over 15,000 Total
First 2,000 Minimum Bill 734 491,083 491,083 491,083
Next 3,000 Gallons 250 829,728 500,000 329,728 829,728
Next 10,000 Gallons 161] 1,400,157 322,000 483,000 595,157 1,400,157
Over 15,000 Gallons 79] 5,636,217 158,000 237,000 790,000 4,451,217 5,636,217
Totals 1,224| 8,357,185 1,471,083] 1,049,728 1,385,157 4,451,217 8,357,185
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
(M (2) (3 (4) (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum Bill 1,224] 1,471,083}20.12/20.24 Minimun} 24,749.64
Next 3,000 Gallons 1,049,728{8.71/8.77 per 1,000 9,197.08
Next 10,000 Gallons 1,385,157(8.21/8.27 per 1,000 | 11,444.13
Over 20,000 Gallons 4,451,21717.11/7.17 per 1,000 | 31,902.59
Totals 1,224 8,357,185 77,293.39
Average Bill 63.15
Calculated Revenue - Commercial 77,293.39
Calculated Revenue - Pendleton County High School 12,004.99
Total Commercial Revenue Expected 89,298.38
Commercial Revenue - Per Books 89,930.93
Less Unbilled Adjustment ~285.35

Total Commercial Revenue - Per Books

Difference

89,645.58

-347.20




Pendleton County Water District

REVENUE TABLE
Revenue by Rate Increment
2012 Rates
Class: 5/8 X 3/4 Inch Meters - Commercial
1 ' 2 (3) 4 5)
Bills Gallons/Mcf Rates Revenue

First 2,000 Minimum Bill 1,224] 1,471,083}20.36 Minimum 24,920.64
Next 3,000 Gallons 1,049,72818.83 per 1,000 9,269.10
Next 10,000 Gallons 1,385,157(8.33 per 1,000 11,538.36
Over 20,000 Gallons 4,451,217|7.23 per 1,000 32,182.30
Totals 1,224 8,357,185 77,910.39
Average Bill 63.65

REVENUE TABLE

Revenue by Rate Increment
Proposed Rates
Class: 5/8 X 3/4 Inch Meters - Commercial

M ) 3) (4) (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum Bill 1,224]  1,471,083|22.45 Minimum 27,478.80
Next 3,000 Gallons 1,049,72819.71 per 1,000 10,192.86
Next 10,000 Gallons 1,385,157]9.16 per 1,000 12,688.04
Over 20,000 Gallons 4,451,21717.95 per 1,000 35,387.18
Totals 1,224] 8,357,185 85,746.88

Average Bill 70.05



Class: 5/8 X 3/4 Inch Meters - Industrial

Pendleton County Water District

USAGE TABLE

Usage by Rate Increment
Test Perlod from 1/1/2011 to 2/29/2011

(1 (2 () (4) (8) (6) @ (8)
Bills Gallons/Mcf First 2000 Next 3000 | Next 10,000 | Over 15,000 Total
First 2,000 Minimum Bill 3 4,824 4,824 4,824
Next 3,000 Gallons 8 29,802 16,000 13,802 29,802
Next 10,000 Gallons 1 6,954 2,000 3,000 1,954 6,954
Over 15,000 Gallons 2 42,000 4,000 6,000 20,000 12,000 42,000
Totals 14 83,580 26,824 22,802 21,954 12,000 83,580
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
(1) (2) (3 (4) (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum Bill 14 26,824120.12 Minimum 281.68
Next 3,000 Gallons 22,802]8.71 per 1,000 198.61
Next 10,000 Gallons 21,954(8.21 per 1,000 180.24
Over 20,000 Gallons 12,000}7.11 per 1,000 85.32
Totals 14 83,580 745.85
Average Bill 53.27
Test Period from 3/1/2011 to 12/31/11
Class: 5/8 X 3/4 Inch Meters - Industrial
(1 (2) 3 (4) (5 (6) ] (8)
Bills Gallons/Mcf First 2000 Next 3000 | Next 10,000 { Over 15,000 Total
First 2,000 Minimum Bill 15 21,315 21,315 21,315
Next 3,000 Gallons 36 118,911 72,000 46,911 118,911
Next 10,000 Gallons 16 128,028 32,000 48,000 48,028 128,028
Over 15,000 Gallons 3 62,500 6,000 9,000 30,000 17,500 62,500
Totals 70 330,754 131,315 103,911 78,028 17,500 330,754
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
4] (2) (3 4 (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum Bill 70 131,315]20.24 Minimum 1,416.80
Next 3,000 Galions 103,911]8.77 per 1,000 911.30
Next 10,000 Gallons 78,028(8.27 per 1,000 645.29
Over 20,000 Gallons 17,500{7.17 per 1,000 125.48
Totals 70 330,754 3,098.87
Average Bill 44.27




Class: 5/8 X 3/4 inch Meters - Industrial

Pendleton County Water District

USAGE TABLE

Usage by Rate Increment

Test Period from 1/1/2011 to 12/31/2011

M (2 3 4 (5) (6) )] (8
Bills Gallons/Mcf First 2000 Next 3000 | Next 10,000 | Over 15,000 Total
First 2,000 Minimum Bill 18 26,139 26,139 26,139
Next 3,000 Gallons 44 148,713 88,000 60,713 148,713
Next 10,000 Gallons 17 134,982 34,000 51,000 49,982 134,982
Over 15,000 Gallons 5 104,500 10,000 15,000 50,000 29,500 104,500
Totals 84 414,334 158,139 126,713 99,982 29,500 414,334
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
(1) () (3 4) (5)
Bills Gallons/Mcf Rates Revenue
First 2,000 Minimum Bill 84 158,139{20.12/20.24 Minimun}  1,698.48
Next 3,000 Galions 126,713]8.71/8.77 per 1,000 1,109.90
Next 10,000 Gallons 09,882(8.21/8.27 per 1,000 825.53
Over 20,000 Gallons 29,500]7.11/7.17 per 1,000 210.80
Totals 84 414,334 3,844.71
Average Blll 45.77
Calculated Revenue - Industrial 3,844.71
Calculated Revenue - Griffins 62,674.92
Total Industrial Revenue Expected 66,519.63
industrial Revenue - Per Books 66,798.50
Less Unbilled Adjustment -278.86
Total Commercial Revenue - Per Books 66,519.64

Difference

-0.01




Pendleton County Water District

REVENUE TABLE
Revenue by Rate Increment
Class: 5/8 X 3/4 Inch Meters - Industrial 2012 Rates
(M 2 ) 4) (5)
Bills Gallons/Mcf Rates Revenue

First 2,000 Minimum Bill 84 158,139120.36 Minimum 1,710.24
Next 3,000 Gallons 126,713(8.83 per 1,000 1,118.88
Next 10,000 Gallons 99,9828.33 per 1,000 832.85
Qver 20,000 Gallons 29,500}7.23 per 1,000 213.29
Totals 84 414,334 3,875.25

Average Bill 46.13

REVENUE TABLE
Revenue by Rate Increment
Class: 5/8 X 3/4 inch Meters - Industrial Proposed Rates
(1 (2) (3) 4) (5)
Bills Gallons/Mcf Rates Revenue

First 2,000 Minimum Bill 84 158,139[22.45 Minimum 1,885.80
Next 3,000 Gallons 126,71319.71 per 1,000 1,230.38
Next 10,000 Gallons 99,98219.16 per 1,000 915.84
Qver 20,000 Gallons 29,5007.95 per 1,000 234.53
Totals 84 414,334 4,266.55

Average Bill 50.79



Pendleton County Water District

Usage by Rate Increment
Test Period from 1/1/2011 to 2/29/2011

Class: Pendleton County High School - Commercial

USAGE TABLE

(M (2) (3 4) {5) (6) @) (8)
Bills Gallons/Mcf First 125,000 Over 125,000 Total
First 125,000 Gallons 2 142,450 142,450 142,450
Over 125,000 Gallons 0 0 0 0 0
Totals 2 142,450 142,450 0 0 142,450
142,450
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
(1 (2) 3) 4 (5)
Bills Gallons/Mcf Rates Revenue
First 125,000 Minimum 2 142,450/910.45 Minimum 1,820.90
Qver 125,000 Gallons 017.11 per 1,000 0.00
Totals 2 142,450 1,820.90
Average Bill 910.45
Test Period from 3/1/2011 to 12/31/11
Class: Pendleton County High School - Commercial
4] (2) (3 (4) (5) (6) ] (8)
Bills Gallons/Mcf First 125,000 Over 125,000 Total
First 125,000 Gallons 7 553,000 553,000 553,000
Qver 125,000 Gallons 3 515,110 375,000 140,110 515,110
Totals 10} 1,068,110 928,000 0 140,110 1,068,110
1,068,110
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
M (2) (3 (4) (5)
Bills Gallons/Mcf Rates Revenue
First 125,000 Minimum 10 928,000]917.95 Minimum 9,179.50
Qver 125,000 Gallons 140,110}7.17 per 1,000 1,004.59
Totals 10} 1,068,110 10,184.09
Average Bill 1,018.41




Pendleton County Water District

Class: Pendleton County High School - Commercial

USAGE TABLE
Usage by Rate Increment
Test Period from 1/1/2011 to 12/31/2011

(1 2) 3 (4) (5) (6) @ (8)
Bills Gallons/Mcf First 125,000 Over 125,000 Total
First 125,000 Gallons 9 695,450 695,450 0 695,450
Qver 125,000 Gallons 3 515,110 375,000 140,110 515,110
Totals 12§ 1,210,560 1,070,450 0 140,110 1,210,560
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
M (2) 3 4) (5)
Bills Gallons/Mcf Rates Revenue
First 125,000 Minimum 12|  1,070,450]910.45/917.95 Minim} 11,000.40
Qver 125,000 Gallons 140,110{7.11/7.17 per 1,000 1,004.59
Totals 121 1,210,560 12,004.99
Average Bill 1,000.42




Pendleton County Water District

REVENUE TABLE
Revenue by Rate increment
2012 Rates
Class: Pendleton County High School - Commercial
(1) (2 (3) (4) (8
Bills Gallons/Mct Rates Revenue
First 125,000 Minimum 12}  1,070,450]925.45 Minimum 11,105.40
Over 125,000 Gallons 140,110}7.23 per 1,000 1,013.00
Totals 121 1,210,560 12,118.40
Average Bill 1,009.87
REVENUE TABLE

Revenue by Rate Increment
Proposed Rates
Class: Pendleton County High School - Commercial

(1) (2) 3 150] (5)
Bills Gallons/Mcf Rates Revenue
First 125,000 Minimum 12}  1,070,450]1,018.00 Minimum 12,216.00
Over 125,000 Gallons 140,110}7.85 per 1,000 1,113.87
Totals 12] 1,210,560 13,329.87

Average Bill 1,110.82



Class: Griffin Industries - industrial

Pendleton County Water District

USAGE TABLE
Usage by Rate Increment

Test Period from 1/1/2011 to 2/29/2011

(M (2) (3 4 (5) (6) @ (8)
Bills Gallons/Mcf First 400,000 Over 400,000 Total
First 400,000 Gallons 0 0 0 0
Over 400,000 Gallons 21 1,080,570 800,000 280,570 1,080,570
Totals 21 1,080,570 800,000 0 280,570 1,080,570
REVENUE TABLE
Revenue by Rate Increment
Jan & Feb 2011 Rates
(M (2) (3) 4) (5)
Bills Gallons/Mcf Rates Revenue
First 400,000 Minimum 2 800,000]2,884.80 Minimum 5,769.60
Over 400,000 Gallons 280,570|7.11 per 1,000 1,094.85
Totals 2] 1,080,570 7,764.45
Average Bill 3,882.23
Test Period from 3/1/2011 to 12/31/2011
Class: Griffin Industries - Industrial
(N (2) ) 4 (5) (6) (7 (8)
Bills Gallons/Mcf First 400,000 Qver 400,000 Total
First 400,000 Gallons 0 0 0 0
Over 400,000 Gallons 10} 7,601,460 4,000,000 3,601,460 7,601,460
Totals 10} 7,601,460 4,000,000 0 3,601,460 7,601,460
REVENUE TABLE
Revenue by Rate Increment
Present Rates
(M (2 )] 4 (5)
Bills Gallons/Mcf Rates Revenue
First 400,000 Minimum 10] 4,000,000[2,908.80 Minimum 29,088.00
Over 400,000 Gallons 3,601,46017.17 per 1,000 25,822.47
Totals 10} 7,601,460 54,910.47
Average Bill 5,491.05




Class: Griffin Industries - Industrial

Pendleton County Water District

Test Period from 1/1/2011 to 12/31/2011

(M (2) 3 4 (5) (6) ] (8)
Bills Gallons/Mcf First 400,000 Qver 400,000 Total
First 400,000 Gallons 0 0 0 0
Qver 400,000 Gallons 12} 8,682,030 4,800,000 3,882,030 8,682,030
Totals 12| 8,682,080 4,800,000 0 0 3,882,030 8,682,030
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
(M (2) 3 4) (5)
Bills Gallons/Mcf Rates Revenue
First 400,000 Minimum 12{ 4,800,000]|2,884.80/2,908.80 M 34,857.60
Qver 400,000 Gallons 3,882,03017.11/7.17 per 1,000} 27,817.32
Totals 12| 8,682,030 62,674.92
Average Bill 5,222.91




Pendleton County Water District

REVENUE TABLE
Revenue by Rate Increment
Class: Griffin Industrles - Industrial 2012 Rates
M (2) (3) (4) (5)
Bills Gallons/Mcf Rates Revenue
First 400,000 Minimum 12| 4,800,000{2,932.80 Minimum | 35,193.60
Over 400,000 Gallons 3,882,030(7.23 per 1,000 28,067.08
Totals 12| 8,682,030 63,260.68
Average Bill 5,271.72
REVENUE TABLE
Revenue by Rate increment
Class: Griffin Industries - Industrial Proposed Rates
(1) (2) ®) 4 (5)
Bills Gallons/Mcf Rates Revenue
First 400,000 Minimum 12| 4,800,000}3,232.80 Minimum 38,793.60
Over 400,000 Gallons 3,882,030]7.95 per 1,000 30,862.14
Totals 12] 8,682,030 69,655.74

Average Bill 5,804.65



Class: Wholesale

Pendleton County Water District

USAGE TABLE
Usage by Rate Increment
Test Period from 1/1/2011 to 2/29/2011

(1 () ® 4 (5) (6) 9 (8)
Bills Gallons/Mct First 1,672,917 Qver 1,672,917 Total
First 1,672,917 Gallons 0 0 0 0
Over 1,672,917 Gallons 2| 4,235,350 3,345,834 889,516 4,235,350
Totals 2| 4,235,350 3,345,834 0 889,516 4,235,350
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
)] 2 )] 4 (5)
Bills Gallons/Mcf Rates Revenue
First 1,672,917 Gallons 21 3,345,834}5,704.65 Minimum 11,409.30
Over 1,672,917 Gallons 889,51613.41 per 1,000 3,033.25
Totals 21 4,235,350 14,442.55
Average Bl 7,221.27
Test Period from 3/1/2011 to 12/31/2011
Class: Wholesale
(1) (2) )] 4 (5) (6) 7) (8)
Bills Gallons/Mct First 1,672,917 Qver 1,672,917 Total
First 1,672,917 Gallons 6] 9,459,910 9,459,910 9,459,910
Over 1,672,917 Gallons 4} 7,155,400 6,691,668 463,732 7,155,400
Totals 10| 16,615,310 16,151,578 0 463,732 16,615,310
REVENUE TABLE
Revenue by Rate Increment
2011 Rates
(1) (2) (3 4 (%)
Bills Gallons/Mcf Rates Revenue
First 400,000 Minimum 10} 16,151,578{5,805.03 Minimum 58,050.30
Over 400,000 Gallons 463,732]3.47 per 1,000 1,609.15
Totals 10} 16,615,310 59,659.45
Average Bill 5,965.95




Class: Wholesale

Pendieton County Water District

Test Period from 1/1/2011 to 12/31/2011

(1) () (<) 1G] 5) (6) ] (8
Bills Gallons/Mcf First 1,672,917 Qver 1,672,917 Total
First 1,672,917 Gallons 8] 12,805,744 9,459,910 9,459,910
Qver 1,672,917 Gallons 4] 8,044,916 10,037,502 1,353,248 11,390,750
Totals 12| 20,850,660 19,497,412 0 1,353,248 20,850,660
REVENUE TABLE
Revenue by Rate increment
2011 Rates
(1 () ()] 4 )]
Bills Gallons/Mcf Rates Revenue
First 400,000 Minimum 12| 19,497,41215,704.65/5,805.03 Minim§ 68,459.60
Qver 400,000 Gallons 1,353,248{3.41/3.47 per 1,000 4,642.40
Totals 12] 20,850,660 74,102.00
Average Bill 6,175.17
Calculated Revenue - Wholesale 74,102.00
Wholesale Revenue - Per Books 74,574.90
Less Unbilled Adjustment -472.90
Total Wholesale Revenue - Per Books 74,102.00

Difference

0.00




Pendleton County Water District

REVENUE TABLE
Revenue by Rate Increment
Class: Wholesale 2012 Rates
() (2 3 4 (5)
Bills Gallons/Mcf Rates Revenue
First 400,000 Minimum 12{ 19,497,412]5,905.41 Minimum 70,864.92
Over 400,000 Gallons 1,353,24813.53 per 1,000 4,776.97
Totals 12} 20,850,660 75,641.89
Average Bill 6,303.49
REVENUE TABLE
Revenue by Rate Increment
Class: Wholesale Proposed Rates
)] () (3 4 (5)
Bills | Gallons/Mct Rates Revenue
First 400,000 Minimum 12| 19,497,41216,500.95 Minimum 78,011.40
Over 400,000 Gallons 1,353,248|3.88 per 1,000 5,250.60
Totals 12| 20,850,660 83,262.00

Average Bill 6,938.50






DEPRECATION SCHEDULE




12/31/12 2012 Federal Depreciation Schedule Page 1
Client 2337 PENDLETON COUNTY WATER DISTRICT 61-0599209}
6107112 09:41AM}
Prior
Cur Special 179/ Prior  Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior ] Current
No. Description Sn. Depr, Depr, Reductn. Basis Denr, _ Method  life _Rate
Form 1120
COMMUNICATION EQUIPMENT
254 CELL PHONES 3/06/03 125 125 125 S/L 8 0
321 5HEATERS FOR TELEMETRY 12/31/07 1,138 1,138 N2 S/L 5 226
351 CHLORINATING STA TO TELEM 10/31/10 1,850 1,850 1,079 S/ 2 mn
354 MICROPROCESSOR BOARD 1/12/11 850 850 170 S/ 5 170
Total COMMUNICATION EQUIPMEN 3,963 0 0 3,963 2,286 1,167
DIST RESVR & STANDPIPES
33 DISTRIBUTION RESERVOIRS 1/01/86 252 252 160 S/L 40 6
225 HOGG RIDGE TANK RESTORE 10/31/01 56,097 56,097 22,814 S/ 25 2,244
237 EDA-84% 200K G TANK-BUTLR 5/21/01 348,815 343,815 92,287 S/L 40 8720
270 TANK-491-73.2%-CDBG/RD 12/12/04 380,939 380,939 67,455 S/L 40 9,523
Total DIST RESVR & STANDPIPES 786,103 0 0 786,103 182,716 20,493
HYDRANTS
187 HYDRANTS 1701772 1,298 1,298 1,298 S/L 40 0
188 HYDRANTS 1/01/75 772 772 707 S/ 40 19
189 HYDRANTS 1/01/77 1,232 1,232 1,082 S/L 40 3
190 HYDRANTS 1/01/78 4,607 4,607 3913 S/L 40 115
191 HYDRANTS 1/01/80 670 670 1 S/L 40 17
192 HYDRANTS 1/01/81 968 968 747 S/L 40 24
193 HYDRANTS 1/01/82 945 945 75 S/L 40 24
194 HYDRANTS 1/01/82 24 214 150 S/L 40 5




12/13112 2012 Federal Depreciation Schedule Page 2
Client 2337 PENDLETON COUNTY WATER DISTRICT 61 -0599209J
6/07/12 09:41AM]
Prior
Cur Special 179/ Prior Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior Current
No. Description i _—Sold _PBet . _Bonus _Depr. Reductn __Method  iife. Rafe
195 HYDRANTS 1/01/84 143 143 106 S/t 40 4
196 HYDRANTS 1/01/85 1,170 1170 787 S/L 40 29
197 HYDRANTS 12/01/87 506 506 308 S/L 40 13
198 HYDRANTS 5/31/88 1,071 1,07 635 S/t 40 27
193 HYDRANTS 2/28/83 960 960 550 S/L 4 24
200 HYDRANTS 7/31/92 1,640 1,640 799 S/L 40 4
201 HYDRANTS 7/01/%6 599 999 387 S/t 40 25
202 HYDRANTS 9/01/99 2,575 2,575 787 S/L 4 64
203 4" X 6" HYDRANTS 12/31/87 13,800 13,800 8,294 S/L 40 345
232 EDA-44% 16 HYDRANT-BUTLER 10/01/01 47,360 47,360 12,136 S/L 4 1,184
250 7 FLUSH HYD-HB 502-CO WTR 9/15/02 7,19 7,199 1,680 S/L 40 180
252 2 BLOW & 3 FLUSH HYD-CATA 1/15/02 4,831 4,831 1,210 S/L 40 121
276 3-21/2'FLSH-491-73.2%FED 10/01/04 2,949 2,949 536 S/L 40 74
277 3-6"HYD@491-73.2%CDBG/RD 10/01/04 6,938 6,938 1.254 S/L 40 173
288 HYDRANT - CALDWELL RIDGE 5/31/05 323 323 53 S/t 40 8
293 HYDRANTS-269 PRIORITY 9/16/05 27,226 27,226 4,256 S/L 4 681
311 7 FIRE HYD-6"-DARLINGTON 3/01/06 14,000 14,000 2,042 S/L 40 350
330 1 HYD-KELLY&GREENWOOD/POR 1/24/08 2,918 2918 286 S/L 40 73
339 6 FIRE HYD-KINGS RUN 11/30/09 19,050 19,050 992 S/L 40 476
343 3-6" HYD-FISH CRK/CTR RID 7/26/10 10,390 10,390 368 S/L 40 260
Total HYDRANTS 176,754 0 0 0 0 176,754 46,619 4,387
Land
1 LAND 1/01/66 10,742 10,742 0
2 LAND 1/01/74 200 200 0
3 LAND 1/00/77 § 5 0




1213112 2012 Federal Depreciation Schedule Page 3
Client 2337 PENDLETON COUNTY WATER DISTRICT 61-0599209]
6/07/12 09:41AM|
Prior
Cur Special 179/ Prior  Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior Current
No. Descrption _Sold __ Basis . Pef Sp. Depr Depr. Basis Depr __Method  life _Rate
4 LAND & LAND RIGHTS-SUPPLY 1/01/85 1,743 1,743 0
5 LAND 1/01/86 510 510 0
6 LAND 7/01/87 869 &9 0
7 LAND-DANIEL DRAKE RELOCAT 12/31/87 974 974 0
8 LAND-EASTSIDE PARK 1/31/88 350 350 0
9 EASEMENT 7/31/89 275 275 0
10 LAND & LAND RIGHTS 7/01/99 3430 3,450 0
229 EDA-44% TK SITE/AC RD-BTL 5/21/01 3,600 3,600 0
230 EDA-844% MTR PIT SITE-BUTL 5/21/01 750 750 0
238 LAND - 1.67 ACRES 8/29/02 33,307 33,307 0
269 EASEMENTS-491-73.2% FED 10/01/04 2,301 2,301 0
281 LAND @ 491 PROJECT 1/14/04 4,100 4,100 0
Total Land 63,176 0 0 0 0 0 63,176 0 0
METERS & INSTALLATION
145 METERS 1/01/70 839 839 839 S/L 10 0
146 METER INSTALLATION 1/01/70 762 762 762 s/L 10 0
147 METERS 1/01/1 2,249 2,249 2,249 S/L 10 0
148 METER INSTALLATION 1/01/1 1,374 1,374 1,374 S/L 10 0
149 METERS 1/01/72 699 699 699 S/L 10 0
150 METER INSTALLATION 1/01/72 303 303 303 s/t 10 0
151 METERS 1/01/73 1,374 1,374 1,374 S/L 10 0
152 METER INSTALLATION 1/01/73 990 9%0 990 S/t 10 0
153 METERS 1/01/74 1,466 1,466 1,466 S/L 10 0
154 METER INSTALLATION 1/01/74 3,208 3,208 3,208 S/L 10 0
155 METERS 1/01/75 992 992 992 S/ 10 0




1213112 2012 Federal Depreciation Schedule Page 4

Client 2337 PENDLETON COUNTY WATER DISTRICT 61-0599209]
6/07/12 09:41AM|
Prior
Cur Special 179/ Prior  Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal. /Basis Depr. Prior Current

No. Description Acquired _ Sold _ Bass  Peh _Boous  Allow . Sp.Depr.  Depr.  Reductn Rasis Depr _ Method  life _Rate

156 METER INSTALLATION 1/01/75 504 504 504 S/L 10 0
157 METERS 1/01/76 822 822 822 s/t 10 0
158 METER INSTALLATION 1/01/76 676 676 676 S/L 10 0
158 METERS 1/01/77 1,226 1,226 1,226 S/b 10 0
160 METER INSTALLATION 1/01/77 1,185 1,185 1,185 S/L 10 0
161 METERS 1/01/78 8,963 8,963 8,963 S/L 10 0
162 METER INSTALLATION 1/01/78 3,043 3,043 3,043 S/L 10 0
163 METERS 1/01/79 2,294 2,294 2,294 S/L 10 0
164 METER INSTALLATION 1/01/79 1,089 1,089 1,089 S/L 10 0
165 METERS 1/01/80 3,925 3,925 3,925 S/L 10 0
166 METER INSTALLATION 1/01/80 789 789 789 S/t 10 0
167 METERS 1/01/81 533 533 533 S/L 10 0
168 METER INSTALLATION 1/01/81 316 316 316 S/L 10 0
169 METERS 1/01/82 1,301 1,30 1,301 S/ 10 0
170 METER INSTALLATION 1/01/82 357 357 357 S/L 10 0
171 METERS 1/01/83 203 203 203 S/L 10 0
172 METERS 1/01/84 77 77 77 S/L 10 0
173 METER INSTALLATION 1/01/84 227 227 227 S/L 10 0
174 METERS 1/01/85 512 512 512 s/t 10 0
175 METERS 1/01/86 3,954 3,954 3,95 s/t 10 0
176 METER INSTALLATION 1/01/86 1582 152 152 S/L 10 0
177 METERS 1/01/87 80 80 8 s/L 10 0
178 METERS 7/01/87 300 300 300 S/L 10 0
179 METERS 10/01/87 695 695 695 S/L 10 0
180 METERS 12/01/87 499 499 493 S/L 10 0
181 METERS 6/30/88 2,226 2,226 2,226 S/L 10 0
182 METERS 10/31/88 1,982 1,982 1,982 s/t 1 0
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Salvage
Date Date Cost/ . Depr. Prior Current
No. Description i Sold _Pct. _Bopus  __Allow Sp. Dapr _Beductn Basis Depr _ Method  iife . Rate

183 METERS 1/02/90 3,430 3,430 3,430 S/t 10 0

184 METERS 6/30/93 1,514 1,514 1,514 S/ 10 0

185 METER INSTALLATIONS 6/30/9%4 597 597 597 S/L 10 0

186 METERS 7/01/99 300 300 300 S/t 10 0

249 37 MTRS-HB 502-CO WTR LIN 9/15/02 23,920 23,920 5,581 S/L 40 598

251 24 MTRS-CATAWBA ED-CDBG 1715/02 14,656 14,656 3,660 S/L 40 366

260 WRIGHT METER 11/18/03 715 715 145 S/L 40 18

272 3-1"MTR-491-73.2%-CDBG/RD 10/01/04 2,577 2,577 464 S/L 40 64

273 202-3/4"MTR-491-73.2% FED 10/01/04 123,435 123435 22,374 S/L 40 3,086

279 CITY OF FALMOUTH MTRS 8/09/04 1,936 1,936 357 S/L 40 48

280 300-3/4°RADIO RD MTR ATT 9/28/04 27,150 27,150 9,676 S/ 2 1,358

291 505-3/4'RADIO RD MTR HEAD 5/15/05 48,223 48,228 16,074 S/L 2 2411

292 MTRS-269 PRIORITY SCORING §/16/05 58,802 58,802 9,188 S/L 40 1,470

297 1" RADIO RD MTRATT 9/28/04 1,710 1,710 612 S/L 20 86

298 100-3/4" RADIO RD ATT-269 9/16/05 9,550 9,550 2,987 S/ 20 478

299 202-3/4°R R ATT-491-73.2% 10701/04 18,281 18,281 6,512 S/ 20 914

300 3-1"R R ATT-491-73.2%FED 10701704 314 314 114 S/L 2 16

301 500-3/4"RADIO RD ATTACH 6/30/06 49,853 49,853 1371 S/t 20 2,493

313 528-3/4" RADIO RD ATTACH 6/30/07 65472 65,472 14,733 S/L 20 3,274

314 14-1"RADIO RD ATTACH 6/30/07 1,761 1,761 396 S/L 20 88

331 20-3/4" MTRS-KELLY&GREENW 1/24/08 16,878 16,878 1,653 S/L 40 422

344 36 MTRS-+2 BY PASS-FISH CR 7/26/10 45,236 45,236 1,602 S/L 40 1131

Total METERS & INSTALLATION 568,501 0 568,501 167,866 18,321

OFFICE FURNITURE & EQUIP
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Date Date Cost/ Depr. Prior Current
Na_ Description j Solg _Methad . life _Rate
206 FURNITURE 3/17/97 565 565 554 S/ 10 0
207 CHAIRS 4/30/97 m m i s/t 10 0
208 OFFICE FURNITURE 5/21/91 1,022 1,022 1,022 s/L 10 0
209 TELEPHONE SYSTEM 10/23/00 3,139 3,139 3,139 s/k 10 0
239 SHELVING 1/28/02 801 801 793 s/L 10 8
255 OFFICE CHAIRS 8/18/03 41 441 367 s/ 10 44
265 TILE FLOORING IN OFFICE 3/15/04 1,421 1,421 1112 s/t 10 142
266 2 COMPUTERS 6/30/00 4,082 4,082 4,082 s/ 10 0
267 2 COMPUTERS-73.2% CDBG/RD 4/29/04 4,399 4,399 4,399 s/t 3 0
268 SOFTWRE-RADIO RD-73.2%FED 4/19/04 3,383 3,389 3,389 s/ 3 0
275 RR SOFT&LAPTP-73.2%HUD/RD 10/01/04 23128 23,128 23128 S/ 3 0
306 SERVER/PRINTER/RAM/2 MON 10/15/06 13,329 13329 13,329 s/L 3 0
307 NEW BILLING MODULE 9/01/06 2156 2,156 2,156 S/L 5 0
317 SIGN 10/19/07 875 875 367 s/ 10 88
324 TELEM COMPUTER & LAPTOP 12/31/08 3,620 3,620 2,172 S/L 724
327 LAPTOP FOR METER READING 10/31/08 5,281 5,281 3,344 S/L 5 1,056
333 HOT WATER HEATER 12/29/08 277 277 u S/ 10 28
334 RED'S COMPUTER 2/28/09 1,368 1.368 776 s/b % 274
341 COMPUTER 3/23/10 889 889 3 S/L 5 i78
342 CHAIRS FOR CONFERENCE ROO 5/27/10 300 900 143 s/t W 0
Total OFFICE FURNITURE & EQUIP 71,193 71,193 64,778 2,632
OTHER PLANT & MISC EQUIP
204 MISC. PLANT & EQUIP 12/31/87 14,017 14,017 8,405 s/L 40 350
205 PITOMETER 7/31/95 600 600 600 s/t 10 0
240 SKID STEER 5/02/02 21,571 21,571 20,851 S/t 10 720
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Client 2337 PENDLETON COUNTY WATER DISTRICT 61-0599209]
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Prior
Cur Special 179/ Prnor  Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior ) Current
Mo Description -.Basis _ _Pct _Bopus _ Allow. —Depr. } _Method  life _Rate Depr
282 GENERATOR 1/17/05 2,310 2,310 1,598 S/L 10 231
302 REPLACE PANEL@HOGG RIDGE 1/31/06 1,805 1,805 1,070 S/L 10 181
303 BACKHOE 3/31/06 50,000 50,000 19,165 S/t 15 3,333
304 TRAILER 5/01/06 13,550 13,550 5117 S/ 15 903
315 TRACTOR/MOWER 4/07/07 7,920 7,920 2,508 S/L 15 528
316 FORK LIFT FOR BOBCAT 1/12/07 1,150 1,150 2 S/L 15 77
358 ORION RECEIVER 9/12/11 950 950 63 S/L 5 190
Total OTHER PLANT & MISC EQUI 113,873 0 0 0 0 0 113,873 59,698 6,513
PUMPING EQUIPMENT
31 TELEMETERING SYSTEM - FIE 12/31/87 23,920 23,920 23,920 S/ 2 0
234 EDA-44% TELEMETRY-BUTLER 10/01/01 63,791 63,791 32,697 S/L 2 3,190
274 TELEM@491-73.2%CDBG/RD 10/01/04 138,767 138,767 50,301 S/L 2 6,938
326 UPGRADE TELEMETRY 12/31/08 17,332 17,332 2,601 S/L 20 867
335 UPGRADE TELEMETRY-ADD'L 2710709 9,438 9,438 1377 S/L 2 472
357 PUMPS,PIPING, TELEM-330 PS 5/04/11 186,826 186,826 4,982 S/L 25 7473
Total PUMPING EQUIPMENT 440,074 0 0 0 0 0 440,074 115878 18,940
SERVICES
90 SERVICES 1/01/66 7472 7472 74712 S/t 40 0
91 SERVICES 1/01/68 482 482 482 S/L 40 0
92 SERVICES 1/01/69 1,751 1,751 1,751 S/L 4 0
93 SERVICES 1/01/70 2413 2413 2413 S/ 40 0
94 SERVICES 1/01/7 4,295 4,295 4,295 S/L 40 0
95 SERVICES 1701/72 1,323 1,323 1,323 S/ 4 oF
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Client 2337 PENDLETON COUNTY WATER DISTRICT 61 -0599209‘

6/07/12 09:41AM]

Prior
Cur Special 179/ Prior  Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior Current

No. Description _Sold . Basis Pl _ Miow . Sp.Depr. _ Depr  Reductn Rasis Denr __Method  tife _Rate
9 SERVICES 1/01/73 1,383 1,383 1,359 S/L 40 24
97 SERVICES 1/701/74 3727 3,727 3,536 S/t & 93
98 SERVICES 1/01/75 4,079 4,079 3774 S/L 40 102
99 SERVICES 1/01/76 4,648 4,649 4179 S/L 40 116
100 SERVICES 1/01/77 5,102 5102 4,474 S/L 40 128
101 SERVICES 1/01/78 19,922 19,922 16,933 S/L 4 498
102 SERVICES 1/01/79 3,165 8,165 6,734 S/L 40 204
103 SERVICES 1/01/80 5108 5108 4,092 S/L 40 128
104 SERVICES 1/01/81 3,640 3,640 2,821 S/L 40 9
105 SERVICES 1/01/82 2,627 2,627 1.975 S/L 40 66
106 SERVICES 1/01/83 5,285 5,285 3,830 S/L 40 132
107 SERVICES 1/01/84 2,564 2,564 1,793 S/L 40 64
108 SERVICES 1/01/85 5273 5273 3,561 S/L 40 132
109 SERVICES 1/01/86 9,683 9,683 6,293 S/ 4 242
110 SERVICES 1/01/87 149 149 9% S/L 40 4
111 SERVICES 2/01/87 1,793 1,793 1,17 S/L 40 45
112 SERVICES 3/01/87 N 3 199 S/L 40 8
113 SERVICES 4/01/87 2,099 2,093 1,291 S/L 40 52
114 SERVICES 5/01/87 1,778 1,778 1,089 S/L 40 44
115 SERVICES 6/01/87 4 4 25 S/L 40 1
116 SERVICES /0187 556 556 341 S/ 40 4
117 SERVICES 8/01/87 1,955 1,955 1,193 S/L 40 49
118 SERVICES 9/01/87 967 967 585 S/L 4 24
119 SERVICES 10/01/87 302 302 188 S/t 40 8
120 SERVICES 12/01/87 32 32 22 S/t 4 1
121 SERVICES 12/31/87 39,950 39,950 24,014 S/L 40 999
122 SERVICES 1/31/88 193 193 17 S/L 40 5
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Client 2337 PENDLETON COUNTY WATER DISTRICT 61 -0599209[
6/07/12 09:41AM}
Prior
Cur Spectal 179/ prior  Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior ) Current
No. __Descnotion Rasis _Pct . Bonus _ Allow.. _Depr. Basis Degr, _ Method  life _Rate
123 SERVICES 3/31/88 530 530 33 S/L 40 13
124 SERVICES 4/30/88 345 345 209 s/t 40 9
125 SERVICES 5/31/88 261 261 159 S/L 40 7
126 SERVICES 6/30/88 474 474 281 S/t 4 12
127 SERVICES 7/31/88 1,445 1,445 846 S/L 40 36
128 SERVICES 8/31/83 807 807 470 S/L 40 20
129 SERVICES 9/30/88 697 697 401 s/t 40 17
130 SERVICES 10/31/88 1,090 1,090 630 S/L 40 27
131 SERVICES 11/30/88 400 400 231 S/L 40 10
132 SERVICES 12/31/88 552 552 320 S/L 40 14
133 SERVICES 6/30/89 13,640 13,640 7,701 S/L 40 341
134 SERVICES 7/01/90 10,633 10,633 57 S/L 40 266
135 SERVICES 7/01/91 16,612 16,612 8,510 S/t 40 415
136 SERVICES 6/30/92 4,300 4,300 2,11 S/L 40 108
137 SERVICES 7/01/93 12,465 12,465 5,769 S/t 40 312
138 SERVICES 6/30/94 13,318 13,318 5895 S/L 40 333
139 SERVICES 7/01/95 11,533 11,533 4,754 S/L 40 288
140 SERVICES 7/01/9% 16,822 16,822 6,523 S/L 40 n
141 SERVICES 6/30/97 12422 12,422 4,535 S/L 40 311
142 SERVICES 6/30/98 26,320 26,320 8,938 S/L 40 658
143 SERVICES 6/30/99 33,466 33,466 10497 S/L 40 837
144 SERVICES 7/01/00 33,907 33,907 9,752 S/L 40 848
224 SERVICES 7/01/01 22,184 22,184 5827 S/ 40 555
233 EDA-44% 76 METERS-BUTLER 10/01/01 57,291 57,291 15,752 S/L 4 1432
248 SERVICES 6/30/02 31,831 31,831 7,562 S/L 40 7%
259 SERVICES 6/30/03 28,344 28,844 6,129 S/t 40 721
278 SERVICES 6/30/04 15,256 15,256 2,858 S/L 40 381
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Client 2337 PENDLETON COUNTY WATER DISTRICT 61-0599209]

6/07112 09:41 AMF

Priar
Cur Special 179/ Prior  Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior Current
No. Descniption _Pct _Boous  _ Allow.  _ Sp Depr Depr. __Method  life _Rate .
295 SERVICES INSTALLED 6/30/05 25470 25470 4,140 S/L 40 637
308 SERVICES INSTALLED 6/30/06 27,864 27,864 3,833 S/L 40 697
318 SERVICES INSTALLED 6/30/07 21,805 21,905 2,466 S/L 40 548
320 2" MTR & VAULT @ Hi SCH 12/31/07 11,869 11,869 1.188 S/L 40 297
328 SERVICES 6/30/08 19,230 19,230 1,683 S/L 40 481
338 SERVICES 6/30/09 21,863 21,863 1,367 S/L 40 547
349 SERVICES 7/01/10 19,420 19,420 729 S/t 40 486
359 SERVICES 7/01/11 9,261 9,261 116 S/L 40 232
Total SERVICES 673,406 0 0 0 0 0 673,406 251,539 16,387
SHOP TOOLS & GARAGE EQUIP
212 WATER PUMP 11/01/87 250 250 250 s/t 10 0
213 DRILL 5/01/90 103 109 109 s/L 10 0
214 TOOL BOX 5/01/90 147 147 147 S/L 10 0
215 WEEDEATER 7/31/92 381 381 381 S/t 10 0
216 SNAPPER LAWN MOWER 4/01/97 1,895 1,895 1,850 s/t 10 0
217 LEAK DETECTOR 8/01/98 701 701 701 S/L 10 0
218 SQUEEZE OFF TOOL 10/01/99 280 280 280 S/t 10 0
219 UNDERGROUND LOCATOR 5/22/00 829 829 829 s/t 10 0
305 AIR COMPRESSOR 1/19/06 279 279 278 s/t 5 0
312 SUBMERSIBLE PUMP 171107 732 732 732 S/L 5 0
322 ROTO TILLER 4/30/08 600 600 440 s/t 5 120
329 BORING MACHINE 10/29/08 4,800 4,800 1,520 S/L 10 480
356 LEAK DETECTING DEVICE 3/18/11 2132 2132 107 S/L 15 142
Total SHOP TOOLS & GARAGE EQU 13,135 0 0 0 0 0 13,135 7,625 742
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Date Date Cost/ Depr. Prior ) Current
No_ Descniption _Sold . Basis Depr __Method  life _Rate
STORES EQUIPMENT
223 STORES EQUIPMENT 1/01/78 1603 1603 1,603 s/t 10 0
Total STORES EQUIPMENT 1,603 1,603 1,603 0
STRUCTURES & IMPROVEMENTS
11 IMPROVEMENTS 1/01/73 1617 1617 1,566 S/L 40 51
12 IMPROVEMENTS 1/01/74 135 135 19 S/L 40 3
13 IMPROVEMENTS 1/01/75 1,461 1461 1,362 S/L 40 37
14 IMPROVEMENTS 1/01/76 18 48 38 S/L 40 1
16 IMPROVEMENTS 1701778 12,476 12,476 10,607 S/L 40 312
17 IMPROVEMENTS 1/01/79 137 137 105 S/L 40 3
18 IMPROVEMENTS 1/01/79 332 332 268 S/L 40 8
19 IMPROVEMENTS 1/01/80 % 46 3% S/L 40 1
22 IMPROVEMENTS 5/01/87 859 859 524 S/L 40 pal
23 IMPROVEMENTS 6/01/87 2,592 2,592 1,593 S/L 40 65
24 IMPROVEMENTS 7/01/87 3,162 3,162 1,933 S/L 40 79
25 IMPROVEMENTS 8/01/87 4,827 4,827 2,945 S/L 40 121
26 IMPROVEMENTS 9/01/87 90 960 583 S/L 40 2%
27 PUMP STATION BUILDING 12/31/87 25,000 25,000 15,026 S/L 40 625
28 IMPROVEMENTS 2/29/88 530 530 314 S/L 40 13
29 IMPROVEMENTS-TANKS 10/31/88 11,565 11,565 6,709 S/L 40 289
30 OFFICE BUILDING 5/01/97 137,718 137,718 50,497 S/L 40 3,443
235 EDA-44% BUILDING-BUTLER 12/15/01 28,223 28,223 7,119 S/L 40 706
236 EDA-44% SECRTY FENCE-BUTL  10/01/01 5,068 5,068 2,593 S/L 2 253
263 FENCE AT OFFICE 12/22/03 10626 10,626 4,248 S/L 2 531




12/31112 2012 Federal Depreciation Schedule Page 12

Client 2337 PENDLETON COUNTY WATER DISTRICT 61 -0599209‘

6/07/12 09:41 AMF

Prior
Cur Special 179/ Prior  Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior Current

No. Description | Soid  _ Bayis  _Pct. _Bonus _Sp.Depr. _ Depr.  Reducin Basis Depr _ Method iife Rate _ Depr. |
264 FENCE AT PUMP STATION 12/22/03 2,204 2,204 80 s/L 2 110
284 CONCRETE PARK LOT-OFFICE 6/14/05 19,890 19,890 3,272 S/L 40 497
325 FENCING - KIDWELL TANK 8/31/08 756 756 127 S/L 20 38
Total STRUCTURES & IMPROVEM 270,232 0 270,232 112,462 7,231

TRANSMISSION & DIST MAINS

34 TRANSMISSION & DISTRIBUTI 1/01/66 170,326 170,326 170,326 S/t 40 0
35 TRANSMISSION & DISTRIB LI 1701767 710 710 710 S/t 40 0
36 TRANSMISSION & DISTRIB Li 1/01/68 1,038 1,038 1,038 S/L 40 0
37 TRANSMISSION & DISBTRIBUT 1/01/68 8,315 8315 7318 S/L 40 0
38 TRANSMISSION & DISTRIBUT 1/01/70 230 290 290 S/L 40 0
39 TRANSMISSION & DISTRIBUTI 1/01/71 4,225 4,225 4,225 S/t 40 0
40 OTHER TRANSMISSION & DIST 1/01/7 249 249 249 S/L 40 0
41 TRANSMISSION & DISTRIB MA 1/01/72 6,406 6,406 6,406 S/L 40 0
42 QTHER TRANSMISSION & DIST 1/01/72 251 251 251 s/L 4 0
43 TRANSMISSION & DISTRIBUTI 1/01/73 5176 5,176 5,037 S/t 40 139
44 QTHER TRANSMISSION & DIST 1/01/73 1,399 1,39 1,365 S/ 40 34
45 TRANSMISSION & DISTRIBUTI 1/01/74 14,856 14,856 14,104 S/L 4 3
46 OTHER TRANSMISSION & DIST 1/01/74 455 455 423 S/L 40 11
47 TRANSMISSION & DISTRIBUTI 1/01/75 23,007 23,007 21,277 S/L 40 575
43 TRANSMISSION & DISTRIB 1/01/76 7,062 7,062 6,366 S/L 4 177
49 OTHER TRANSMISSION & DIST 1/01/76 709 709 644 S/t 40 18
50 TRANSMISSION & DISTRIBUTI 1/01/77 11,192 1,192 9,797 S/t 40 280
51 OTHER TRANSMISSION & DIST 1/01/77 509 509 452 S/t 4 13
52 TRANSMISSION & DISTRIBUTI 1/01/778 351,161 351,161 298,486 S/L 40 8,779
53 TRANSMISSION & DISTRIBUT! 1/01/79 12,230 12230 10,095 S/t 40 306
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Date Date Cost/ Depr. Prior Current

No. Description _Sold . Bass . Rasis Depr __ Method  Life _Rate  _ Depr.
54 TRANSMISSION & DISTRIBUT 1/01/80 8,210 8,270 6,683 s/L 40 207
55 TRANSMISSION & DISTRIBUT 1/01/81 2641 2,641 2,046 s/L 40 66
56 TRANSMISSION & DISTRIBUT 1/01/82 1,972 1,972 1,972 s/t 40 0
57 TRANSMISSION & DISTRIBUT 1/01/83 14,883 14,883 10,789 s/ 4 372
53 TRANSMISSION & DISTRIBUT 1/01/84 16,304 16,304 1,09 S/t 4 408
59 TRANSMISSION & DISTRIBUT 1/01/85 20,347 20,347 13,738 s/t 40 509
60 TRANSMISSION & DISTRIBUT 1/01/86 13,097 13,007 8,508 s/l 40 327
51 TRANSMISSION & DISTRIBUT 12/31/86 4,454 4454 2,780 S/t 4 11
62 TRANSMISSION & DISTRIBUTI 1/01/87 11,074 11,074 6,912 S/L 40 277
63 TRANSMISSION & DISTRIBUTI 2/01/87 515 515 322 s/t 40 13
64 TRANSMISSION & DISTRIBUT! 3/01/87 50,307 50,307 31,184 S/t 4 1,258
55 TRANSMISSION & DISTRIBUTI 4/0V/87 834 234 517 S/t 40 Al
66 TRANSMISSION & DISTRIBUT 7/01/87 21 21 18 s/L 40 1
67 TRANSMISSION & DISTRIBUT 8/01/87 5,684 5,684 3,462 S/ 40 142
68 TRANSMISSION & DISTRIBUTI 9/01/87 5332 5332 3,235 S/L 40 133
69 TRANSMISSION & DISTRIBUTI 10/01/87 325 325 195 s/ 40 3
70 TRANSMISSION & DISTRIBUTI 11/01/87 60 60 42 S/L 40 2
71 TRANSMISSION & DIST MAINS 12/01/87 79 79 43 S/ 40 2
72 TRANSMISSION & DIST MAINS 12/31/81 575,430 575,430 345,860 s/t 40 14,386
73 TRANSMISSION & DIST MAINS 12/31/81 440 447 2,685 S/t 40 112
74 CAPITALIZED INTEREST 12/31/87 10015 10,015 6,005 s/L 40 250
75 CAPITALIZED ENGINEERING C 12/31/81 95,565 95,565 57,338 S/ 40 2,389
76 TRANSMISSION & DISTRIB MA 2/29/88 7404 7,404 4418 s/L 40 185
77 DISTRIBUTION MAINS 5/31/8% 78,033 78,033 4422 S/L 40 1,951
78 TRANS. & DISTRIB MAINS 4/01/90 8,781 8,781 4,780 S/t 40 220
79 DISTRIBUTION MAINS 10/01/90 290,030 290,030 146,830 S/ 40 7,251
80 DISTRIBUTION MAINS 6/30/92 8,051 8,051 3,939 S/L 40 201
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Date Date Cost/ Depr. Prior Current
No. Description _Sald Basis _ Allow. . __Sp. Depr Basis Depr. __Method  life _Rate
81 TRANSMISSION & DIST LINES 4/30/93 1,062 1,062 503 S/L 40 27
82 TRANSMISSION & DIST LINES 9/30/% 15520 15,520 6,725 S/L 40 388
83 LINE EXTENTION 7/01/% 10905 10,905 4,457 S/L 40 273
84 TRANSMISSION & DISTRIB Ll 7/01/% 12438 12438 4,820 S/L 40 3N
85 CUMMINS ROAD LINE EXTENS 10/01/97 25,301 25,301 9,019 S/L 40 633
85 TRANSMISSION & DIST KY 10 7/15/98 280,580 280,580 94,701 S/L 40 7.015
87 TRANSMISS & DIST MAIN FAI 12/15/98 632,672 632,672 206,939 S/t 80 15,817
83 TRANSMISS -REPLACEMENT 5/01/99 8,484 8,484 2,685 S/L 40 212
89 TRANSMISSION & SLP 11/01/99 142,886 142,886 43,482 S/L 40 3,572
220 STATE PROJECT 12/27/99 110,748 110,748 33,436 S/L 40 2,769
221 WILLIAMSTOWN PROJECT 7/18/00 7,125 7,125 2,047 S/L 40 178
222 IATRIDES SUBDIVISION PROJ 12/06/00 55,630 55,630 15417 S/L 40 1,391
226 KELLS ROAD PROJECT 11/15/01 20,586 20,586 5,236 S/L 40 515
227 PETRY LINE 12/07/01 2,800 2,800 706 S/L 40 70
228 PRIBBLE LINE 12/01/01 1,486 1486 373 S/L 40 37
231 £DA-44% MAINS-BUTLER PROJ 10/01/01 1,343,170 1,343,170 344,185 S/L 40 33,579
241 LINE EXT - RUBER 2/28/02 678 678 167 S/L 40 17
242 LINE EXT - YORK 4/30/02 762 762 184 S/L 40 19
243 LINE EXT - PIKE 27 AUTO 8/31/02 10947 10,947 2,557 S/L 40 274
244 RELOCATE LINE-HIGH SCH 7/31/02 9,328 9,328 2,19 S/t 40 233
245 LINE EXT-CATAWBA-16395 LF 1/15/02 101,205 101,20 25,300 S/L 40 2,530
246 LINE REPLACE-27 & CATAWBA 9/30/02 31,389 31,389 7,261 S/L 40 785
247 30002 LF-HB 502-CO WTR LI 9/15/02 21472 221,472 51,679 S/L 40 5,537
256 KENNEDY RIDGE EXTENSION 4/30/03 6,642 6,642 1439 S/L 40 166
257 HERITAGE PLACE EXTENSION 7/31/03 2,640 2,640 556 S/L 40 66
258 TURNER SUBDIVISION 10/31/03 7,000 7,000 1,429 S/L 40 175
261 WRIGHT WATER LINE 11/18/03 2,376 2,376 477 S/L 40 59
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Prior
Cur Special 179/ Prior Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior Current
No. Description Saold Rasis _Pct _Ronus  __Allow. __Sp.Depr Depr. . Reductn Basis Depr _ Method  life Rate _ Depr. |
262 PENDLETON ACRES 12/01/03 139,506 139,506 28,195 S/L 40 3,483
271 LINES-491-73.2%-CDBG/RD 10/01/04 1,248,042 1,248,042 226,207 S/L 40 31,201
289 MAINS - CALDWELL RIDGE 5/31/05 12,880 12,880 2,120 S/L 40 322
294 MAINS-269 PRIORITY 9/16/05 976,642 976,642 152,600 S/L 40 24,416
310 2600' DI 8" PIPE-DARLINGT 3/01/06 41,100 41,100 5,996 S/L 40 1,028
319 VATER EXT-760' OF 3" SDR 5/31/07 2,701 2,701 3n S/L 40 68
323 2100 - 3" PIPE-SCHLUETER 7/01/08 5422 5422 476 S/L 40 136
332 14540'-6"PVC+6972'6"DI-KE 1/24/08 252,877 252,877 24,761 S/L 40 6,322
336 720' of 3" LINE DAHM'S RD 3/31/08 3,359 3,359 231 s/L 40 8
340 2525 OF 8" MAIN-KINGS RU 11/30/09 93,182 93,182 4,854 S/L 40 2,330
345 21,271'-6"+21,831-4" MAIN 7/26/10 528,060 528,060 18,703 S/L 40 13,202
346 PREP SIRY RD FOR TIE IN 10/18/10 3450 3,450 100 S/L 40 8
350 3500'-4".4 TAP,1H-MATHIS 12/08/10 21,734 21,734 588 S/L 40 543
352 US 27 LINE RELOCATION 3/31/10 1,213,195 1,213,195 53,077 S/L 40 30,330
Total TRANSMISSION & DIST MAI 9,461,527 0 0 0 0 0 9,461,527 2,664,998 231,709
TRANSPORTATION EQUIPMENT
253 2 CHEV TR-2003-W BEDLINER 5/06/03 28,516 28,516 24,717 S/L 10 2,852
285 2006 CHEVY TRUCK 8/02/05 12,964 12,964 12,964 S/L 5 0
286 2005 GMC DUMP TRUCK 8/29/05 52,034 52,034 32,952 s/L 10 5,203
309 BOX TRAILER 10/26/06 3,500 3,500 1,808 s/t 10 350
337 2009 CHEVY TRUCK 6/03/09 26,668 26,668 13779 S/L 5 5,334
347 TRANSMISSION 2003 CHEV TR 9/21/10 2,025 2,025 844 s/t 3 675
348 2011 CHEV SILVERADO TRUCK 10712710 14,830 14,890 3723 S/L 5 2,978
353 2011 CHEVY TON UTILITY TR 110/11 29,978 29,978 1,999 s/t 18 1,999
Total TRANSPORTATION EQUIPME 170,575 0 0 0 0 0 170,575 92,786 19,391




12/13112 2012 Federal Depreciation Schedule Page 16
Client 2337 PENDLETON COUNTY WATER DISTRICT 61 -0599209‘
6/07/12 09:41AMP
Prior
Cur Special 178/ Prior Salvage
Date Date Cost/ Bus. 179 Depr. Bonus/ Dec. Bal.  /Basis Depr. Prior Current
No.. Description _Pct _Bonus . . Allow.  _ Sp. Depr Depr. . Reducin Method  _Life . Rate
Total Depreciation 12,814,115 0 0 0 0 0 12,814,115 3,770,854 347,913
Grand Total Depreciation 12,814,115 0 0 0 0 0 12,814,115 3,770,854 347913




OUTSTANDING DEBT INSTRUMENTS

Rural Development Bonds of 1977

Rural Development Bonds, Series 1997

KY Rural Water Revenue Bonds, Series 2001
Rural Development Bonds, Series 2004
Rural Development Bonds, Series 2010

KY Assoc. of Counties Leasing Trust Program




Rural Development Bonds of 1977




Payment
Date

121171997
6/1/1998
12/1/1998
6/1/1999
12/1/1998
6/1/2000
12/1/2000
6/1/2001
12/1/2001
6/1/2002
12/1/2002
6/1/2003
12/1/2003
6/1/2004
12/1/2004
6/1/2005
12/1/2006
6/1/2006
12/1/2006
6/1/2007
12/1/2007
6/1/2008
12/1/2008
6/1/2009
12/1/2009
6/1/2010
12/1/2010
6/1/2011
12/1/2011
6/1/2012
12/1/2012
6/1/2013
12/1/2013
6/1/2014
12/1/2014
6/1/2015
12/1/2015
6/1/2016
12/1/2016
6/1/2017
12/1/2017

Totals

PENDLETON COUNTY WATER DISTRICT

RURAL DEVELOPMENT REVENUE BONDS
SERIES 1977

ISSUE DATE 5/26/1978
MATURITY DATE 12/1/2017
INTEREST RATE 5.00%
ORIGINAL ISSUE $263,000.00

Principal Interest Principal Principal

Due Due & Interest Balance
194,000.00
4,850.00 194,000.00
6,000.00 4,850.00 15,700.00 188,000.00
4,700.00 188,000.00
6,000.00 4,700.00 15,400.00 182,000.00
4,550.00 182,000.00
6,000.00 4,550.00 15,100.00 176,000.00
4,400.00 176,000.00
7,000.00 4,400.00 15,800.00 169,000.00
4,225.00 169,000.00
7,000.00 4,225.00 15,450.00 162,000.00
4,050.00 162,000.00
7,000.00 4,050.00 15,100.00 155,000.00
3,875.00 155,000.00
8,000.00 3,875.00 15,750.00 147,000.00
3,675.00 147,000.00
8,000.00 3,675.00 15,350.00 139,000.00
3,475.00 139,000.00
9,000.00 3,475.00 15,950.00 130,000.00
3,250.00 130,000.00
9,000.00 3,250.00 15,500.00 121,000.00
3,025.00 121,000.00
10,000.00 3,025.00 16,050.00 111,000.00
2,775.00 111,000.00
10,000.00 2,775.00 15,550.00 101,000.00
2,525.00 101,000.00
11,000.00 2,525.00 16,050.00 90,000.00
2,250.00 90,000.00
11,000.00 2,250.00 15,500.00 79,000.00
1,975.00 79,000.00
12,000.00 1,975.00 15,950.00 67,000.00
1,675.00 67,000.00
12,000.00 1,675.00 15,350.00 55,000.00
1,375.00 55,000.00
13,000.00 1,375.00 15,750.00 42,000.00
1,050.00 42,000.00
13,000.00 1,050.00 15,100.00 29,000.00
725.00 28,000.00
14,000.00 725.00 15,450.00 15,000.00
375.00 15,000.00
15,000.00 375.00 15,750.00 0.00

194,000.00 117,600.00 311,600.00
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UNITED STATES OF AMERICA
NO. R-1-263 . COMMONWEALTH OF KENTUCKY
COUNTIES OF PENDLETQN AND CAMPBELL

PENDLETON COUNTY WATER DISTRICT

WATERWORKS REVENUE BOND OF 1977

KNOW ALL MEN BY THESE PRESENTS:

That the Pendleton County Water District, acting by and through its Commission, a public body corporate in Pendleton and

Campbell Counties, Kentucky, for value received, hereby promises to pay to the registered owner hereof, solely from the special fund
hereinafter identified, the sum of

TR 2RI .w/\,éaa

TWO HUNDRED SIXTY-THREE THOUSAND DOLLARS ($263,000)

70 ‘Sf*uaév 9numaa SH 79 (0 23f vy
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on the first day of December, in years and instaliment o H witsrta ﬂ;is Ban?i as mgy be c:utstandinfg f;om tirt'ne to t‘!,mte, and _tdo ;;ay :Ra f‘,“_
3 cost of operation and maintenance of the system and to provide for the
ear rincipa Year Principal Year Principal depreciation thereof. -
1980 $2,000 1993 $5,000 2006 $ 9,000 A secondary statutory mortgage lien, which is hereby recognized as -
1981 3,000 1994 5,000 2007 9,000 valid and binding on said waterworks system, is created and granted pur- -~
1982 3,000 1995 5,000 2008 10,000 suant to said Statutes and more specifically Section 74.370 and Section
1983 3,000 1996 5,000 2009 10,000 96.400 of the Kentucky Revised Statutes, to and In favor of the registered i
1984 3,000 1997 6,000 2010 11,000 owner of this Bond; and said waterworks system and all appurtenances Ld
thereof and extensions thereto shall rermnain subject to such statutory mort-
1985 3,000 1998 6,000 11 11.000 gage lien until payment in full of the principal of and Interest on this =)
1986 3,000 1999 6,000 2012 12,00 Bond; provided, however, that sald statutory mortgage lien is subject to <
1987 3,000 2000 6,000 P‘ 2013 2,000 ested rights and priorities In favor of the Prior Bonds. <
1988 4,000 2001 7,000 - 2014 Z2 Bond shall be registered as to principal and interest in the mame :
1989 4,000 2002 7,000- pd <] 2015 / her after which it shall ?‘e téan:'fa&ablztonly upon presen- z
W Z : [ et as the Bond Registrar, with a written
moum  zedg e e T wdord
v 3 AL on this Bond and upon the boo
1992 4,000 2005 gy //// . 2 / b ot veen t " P i
without deduction for exchange or [LHIfEAIAH CHRrEE %% AR S pTronId e ‘CurrantZHond Resolution, this Bond Is exchange-
solely from said spoclal fund, to -%( sreit7on tiie balknce ¢ le. e nxpensa of the. registordd owner heraof at any time, upon ninety
cipal sum from time to time remald) f7 il AtitR e st e/ p’/ 'h"'ﬁétl‘oa;"at—’tﬁé”greq EEY of such registered owner and upon sur-
(5%) per snnum, semi-annually orf/j /}x/;aé" dys of June and 1) f/ idds o4 this Bond to the Dist $0r negotiable coupon bonds, payable to
in each year hereafter until sald % '//)//%:/"// except as thd % mns bedf4 istrable as to principal ofly, In an amount or amounts not ex-
hereinafter set forth with respect gpRyient may be and 35 "’?" ap- ceed }’%y 0,000 per coupon bond, or a {esser denomination in a multiple
{:lk:able hereto, both principal and s -/ g payable, withglt deduc- ¢ AUN40
ion for exchange or coliection ¢l

y /{, ////2//-,?/ j consistent with the rr'n-m‘.uritiesf heriecf, l[\t har;haggrega,t: pr§nc§pa:
9 (,%),%‘),//‘,j/;/, ~/,2;/ /’fb’(}//”l/"y’//////ﬁ)”; aunngimy conform wi e unpaid principa
BBl OWHar $10 51 114 2808 -,,;A/}’u/ I of such coupon bonds as provided
’////////,Q/Q%j //;///%Z)%//;/W?/ % )////% %ﬁ/’ 2k n:at'h .ccr:;t):nts'e raa?:e;ergv l;ee;;resentlng
oy BHas 47 8 .
i ¢ %/’//{ 7 / ///////A/; bave the right to prepsy, on any in-

7 i
/ ;Z/% /M///%/}////{/&%%//’” / camber 1, 1988, in Inverse chrono-

G
iy ///J}/ (4l i on this Bond the entire principal

States of America, at the address
registration book of the District.
This Bond is issued by the Di
the Constitution and Statutes of th§
Chapter 74 and Sections 96.350 thf§
Revised Statutes, as amended, an

Resoiution of the District authorizing same (th "Crent <

>

7%
VI
)/}//‘///

44740 4% fnpald, or such lesser portion thereof,
tion”), to which Resolution reference is heresby made for a {;)’//- ﬁ of / gifiple of One Thou$an $1,000), as the Distprioci may deter-
the nature and extent of the security thereby created, the rlghiml- i j/ﬁ-’"% rice in an a lent to the principal amount to be
tations of rights of the registered ownes pfyihis Bond and the ,;s% bli- ’“;/'«?//’/” accrued Intefes :/ % date of prgg:;rr?ent.a w?thoutcany
Frot otherwise. provided) of the el ) Z‘x'ieﬁ'srfn"sa“i"% and | et S e reisteng / inia Bond of hls assiance, ot Teast
fmprovements to the existing waterkiig 40 istr] 414 Hoi /.’; 4 2 Bk
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4% prepayment. Notice of such prepay-

ﬁ% - consent of the registered owner of
/ 3

/% this Bond is the United States Gov-

't Alw/bntire principal amount of this Bond,

S 7/ 000, may be prepaid at any time in in-

@ Afstaliments due,

e sy | 4473 58
e 7 /
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ing waterworks system, together G i (Basias ) i) |
provements, being hereinafter ;4’({,%’%?5’%/*-’, 1 -’%/’v
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of ﬂ;l;m:oﬁioc';g ‘;f l:;:agu::tgl:gltntga b i / ; VWiter i "}. 516 r %

A0
works System Revenue Bonds, d8 ot ; the );2?
Bonds"), authorized by an Ordinance enacted by the Com s;Ifqn/;’ the

District on August 16. 19A2 (tha “Prinr Rand Nrdlnenca! Acan bS8 a1 < Z




BOND RESOLUTION
PENDLETON YWATER DISTRICT
WATERWORKS REVENUE BONDS OF 1977

IN THE AMOUNT OF

$263,000

(,24-77
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BOND RESOLUTION

RESOLUTION OF THE PENDLETON COUNTY WATER DISTRICT OF
PENDLETON AND CAMPBELL COUNTIES, KENTUCKY, AUTHORIZING
AND  PROVIDING FOR THE. ISSUANCE AND SALE OF TWO HUNDRED
SIXTY-THREE THOUSAND DOLLARS. ($263,000) PRINCIPAL AMOUNT
OF PENDLETION COUNTY WATER DISTRICT WATERWORKS REVENUE
BONDS OF 1977, 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; SETTING FORTH TERMS AND CONDITIONS
UPON WHICH SAID' PROPOSED BONDS. OF 1977 MAY BE ISSUED AS
SECOND LIEN BONDS, SUBJECT TO THE VESTED RIGHTS AND
PRIORITIES IN FAVOR OF $227,000 OF OUTSTANDING WATERWORKS
SYSTEM REVENUE BONDS,. DATED DECEMBER I, 1961, PROVIDING
FOR THE. COLLECTION, SEGREGATION AND DISTRIBUTION OF

THE REVENUES OF SAID WATERWORKS SYSTEM; AND PROVIDING FOR
AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS.

WHEREAS,. the waterworks sysfem of the‘Pendletou1Cou§ty Water
District is owned: and operated by aaid;District under Chapter 74 and Sections
96,350 through: 96.510, inclusive, 6f the-Kentu;ky-RevisedaStatutes, and.
in that connection the District presentl}_has outstanding $227,000 of Bonds
($221,000 after Deceﬁber 1, 1977), designated as Pendleton County Water
District Waterworks System Revenue Bonds, dated December 1, 1961 (the "Bonds
éﬁ 1961"), scheduled to mature serially on December 1 in each of the respective
years, 1977 through 1996, inclusive, which Bonds.of”l961,‘by-thgif terms,‘
are payable from and secured by a first pledge of the revenueslderived
from the operation of (and by a first statutory mortgage lien against) said
waterworks system, and | .

WHEREAS, all of said Bonds of 1961 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 prescribad in the 1961 Bond Resolution, and



~

WHEREAS, it is the desire and intent of the District at this. time-
to adopt this Resolution pursuant to the provisions of sald Statutes, to
authorize and provide for the issuance of revenue bqnds in. the principal
amount of $263,000, for the purpose of defraying the cost (not otherwise
provided) of the construction of extensions, additions. énd\ improvements. to.
the existing waterworks. system of the.District in accor;iance- with plans. and
specifications prepared by Mayes, Sudderth & Ethredge, Inc., Consulting
Engineers, Lexingtom, Kentucky, now on file in the office of the- Secretai:y
of the District, and to prescriﬁe the covenants of the Distr:l.ct: the rights:
of bondholders and the details of the issuance and sale of the prr;posed
bonds, and that such proposed Bonds of 1977 be issued ag second lien bonds,
subject to the vested rights and priorities in favor of the holders of said
outstanding Bounds bf 1961, under and: pursuant to: aaid Statutes, and

WHEREAS, the Public Service Commissiom of Keutu;ky- issued an
Order on July 20, 1977, granting to the District a Certificate of Public
Convenience and Necessity, authorizing thé construction of said extensions,.
additions and improvements, and

_WHEREAS, the proceeds. of said Bonds of 1977 will be: supplemented

" by a Federal (EDA) gran"t in the amount of approximately $263,000, and by.

waterworks connectioﬁ; charges in the amount of at least $11,000, to provide
the total cost of such construction, and to establish an Initial Reserve:
Fund for the operation o:é the waterworks system aftér the completion of such
construction, and

WHEREAS, the District has entered into an Amended Contract for
Purchase of Treated Water with the City of Butler, Kentucky, assuring the
District an adequate supply of water for as long’as any of the proposed

Bonds of 1977 shall be outstanding,



~

NOW THEREFORE, IT IS HEREBY RESOLVED BY THE COMMISSION OF THE
PENDLETON COUNTY WATER DISTRICT OF PENDLETON AND CAMPBELL COUNTIES, KENTUCKY,.
AS FOLLOWS: ;
ARTICLE 1.

PURPOSE; AUTHORITY; CONSTRUCTION PROJECT}
AUTHORIZATION OF BONDS; SECOND LIEN.

SECTION 101, DEFINITIONS.
As. used. in this Resolution, unless the context requires otherwise:
YALTERNATE PAYOR BANK'® means the alternate bank, if any',, designated

as the alternate payor of the Bonds, which designation may be made by the
successful purchaser of the Bonds. N

"BEGINNING MONTH" means the month following the month in which
the Bonds authorized herein are issued, sold and delivered to the purchaser

thereof.

“ROND,' "OWNER,'™ "HOLDER,' and "PERSON" shall include the plural
as- well as the singular number unless the context sghall otherwise indicate.
The term "bondholder' means and contemplates, unless. the: context otherwise
indicates, the holders of the Bonds and/or coupons at the time issued and
outstanding hereunder, or any of them, and shall be deemed to include the
registered owner of a Fully Registered Bond provided for herein.

"COMMISSION'™ means the Commission of ther Pendleton. County Water
District of Pendleton and Campbell Counties, Kentucky, or such other body
as shall be the governing body of said District under the laws of Kentucky
at any given time.

»

"CONSTRUCTION PROJECT" or "WATERWORKS CONSTRUCTION PROJECI" refers
specifically to the construction of the currently proposed extensions, addi~--
tions and improvements to the existing waterworks system of the District,
which construction project is being financed by the Current Bonds. herein
authorized (supplemented by other funds).

"CURRENT BONDS'™ or "BONDS OF 77'" refers to the $263,000 of Bonds.
authorized herein, bearing the designation "Pendleton County Water District
Waterworks Revenue Bonds of 1977," to be dated as. of the date of issuance
thereof.

"CURRENT BOND RESOLUTION" refers to this "1977 BOND RESOLUTION"
authorizing the Bonds of 1977,



"CURRENT SINKING FUND" or "1977 SINKING FUND" refers to the
Pendleton County Water District Waterworks Bond and Interest Sinking Fund
of 1977, created in Section 401B of this Current Bond Resolutionm.

"DEPRECIATION FUND" or '"1961 DEPRECIATION FUND" refers to the
Depreciation Fund, created im the 1961 Bond Resclutionm.

"DISTRICT" refers. to the Pendleton County Water District, of
Pendleton and Campbell Counties, Kentucky.

»

"ENGINEER" or "ENGINEERS" or "CONSULTING ENGINEERS" refers to the
Engineers or any one of them, who prepared the plans and specifications for
the construction of the construction project and who will supervise the con-
struction thereof and/or will furnish full time resident inspection of the
construction of the construction project, and shall be deemed to refer to
Mayes, Sudderth & Ethredge, Inc., Suite 410, The Lexington Building,.
Lexington, Kentucky 40507, or a member of said firm, or their successors
or successor,

"FmHA'"™ or "GOVERNMENT' means the Farmers Home Administration
of the Department of Agriculture of the United: States Government,

"FULLY REGISTERED BOND'" refers to: a single or series of negotiable
(subject to registration requirements as to transferability, as hereim pre-
scribed) Bond(s) payable to the registered owner (if such purchaser shall
elect to take the Current Bonds so purchased in the form of a Fully Regis—
tered Bond), of the form set out in this Resolution under the title " (FORM
OF FULLY REGISTERED BOND),"

"INDEPENDENT CONSULTING ENGINEER" or "CONSULTING ENGINEER" refers
to an Independent Consulting Engineer or firm of Engineers of recognized
excellent reputatiom in the field of waterworks system engineering, and
such definifion includes the Engineers named above.

"ORIGINAL PURCHASER" means the agency, person, firm or firms to
whom the Current Bonds herein authorized are awarded at the public sale of
the Bonds, or thelr successors,. and such definition shall refer to the FmHA
if it 4is the original purchaser of the Current Bonds at said public sale.

"PARITY BONDS' means bonds which may be- issued in the future,
in addition to the $263,000 of Current Bonds herein specifically author—
ized, which bonds issued in the future will, pursuant to the provisions
of this Current Resolution, rank on a basis of parity with said outstanding
Current 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 said outstanding Current Bonds.,



.

"PAYOR BANK" or "PAYING AGENT" or "DEPOSITORY BANK" mean the bank
at which the principal of and interest on the Current Bonds (and the Prior
Bonds) will be payable, and which has served and shall continue to serve asg
the depository of all of the various funds created in the Prior Bond Resolu-
tion, and which funds will be continued pursuant to this Resolution, which
bank is the Falmouth Deposit Bank, Falmouth, Kentucky, or its successor.

"PRIOR BONDS'"™ refers to the outstanding bonds of the: original
authorized issue of $264,000 of bonds designated as "Pendleton County Water
District Waterworks System Revenue Bonds," dated December 1, 1961.

"PRIOR. BOND ORDINANCE" refers to the Ordinance authorizing the.
Bonds of 1961, duly enacted by the Commission of the District on August 16,

1962. “ o .

"PRIOR SINKING FUND" or "1961 SINKING FUND" refers to the "Waterworks
Revenue Bond Sinking Fund," created in Section 6A of the: Prior Bond Resolution.

~

"REVENUE FUND" or "PRIOR REVENUE FUND" refers to the "Pendletom
County Water District Revenue Fund,'"™ created. in Section. 6 of the Prior Bond:
Resolution. ‘ .

WSYSTEM'™ or "WATERWORKS SYSTEM'" refers to the existing waterworks:
system of the District, together with all extensions, additions and improve—
ments to said system. "

"I. S. OBLIGATIONS"™ means: bonds: or notes which are the direct
obligations of the United States of America, or obligations the principal
of and interest on which. are guarantesd by the United States of America.

SECTION 102, YURPOSE; CONSTRUCTION OF CONSTRUCTION PROJECT;
WATERWORKS SYSTEM TO CONTINUE TO BE OPERATED AS
A REVENUE~-PRODUCING PUBLIC PROJECT; AUTHORITY.

The Current Bonds herein authorized shall be issued for the pur—
pose of defraying the cost (not otherwise provided) of the waterworks construc—
tion project, as defined herein, as set out in the plans and specifications
prepared by the District's Consulting Engineers., The Commission hereby

declares the waterworks system of the District, including the extensions,

additions and improvements to be constructed, to constitute a revenue-producing



public project or system, and said waterworks system shall continue to be:
owned, controlled, operated and maintained by the District as a revenue-
producing public project pursuant to Chapter 74 and Sections 96.350 through

96,510, inclusive, of the Kentucky Revised Statutes, so lIong as any of the

Prior Bonds and/or the Current Bonds herein authorized, or any additional

bonds,. remain outstanding, for the security and source of payment of all of
such. Bonds, which are payable from and secured by a pledge of the gross-
revenues of, and by a statutory mortgage lien against, the waterworks: system,

with full acknowledgement, however, of the prior rights of the holders of the

-

Prior Bounds. ~

SECTION 103, CONSTRUCTION AWARD APPROVED; WORK AUTHORIZED.

The Commission hereby authorizes, approves, ratifies and confirms
its previous actigu in awarding the contracts for the construction of the
construction projeét to the lowest and. best bidders and further approves
the actionm: of the District officilals in entering into formal. contracts with
said bidders, subject to the necessary approvals being obtained, Authority
is. hereby given for undertaking the construction of. the construction: 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 aforesaid waterworks system is more than forty (40) years from the
date of completion of the proposed construction project.

SECTION 105, AUTHORIZATION OF BONDS,

It has been heretofore determined that the total cost of the
construction project, including preliminary expenseg, land and rights=~of-

way, engineering expense, capitalized interest during construction, legal



and adwinistrative costs, publication costs, Initial Reserve Fund, and

all incidental expenses, will be not exceeding $537,000, Accordingly,

it is hereby determined to be necessary in order for the District to finance
the cost, not otherwise provided, of the conétructidn projeét that the District

i{ssue a total of $263,000 of Current Bonds, based on the following calculation:

Total cost of construction project (including “ $537,0000
Initial Reserve Fund)

Lessas.

EDA grant _ $263,000 N

Waterworks Connection

Charges 11,000 .

Total Non-Bond Fundst $274,000

Balance to be financed by Current Bonds. $263,000

Accordingly, for the purpose of financing the cost (not otherwise
provided) of the comstruction project,. under the provisions of the aforesaid
statutes, there are hereby authorized to be issued and sold Two Hundred
Sixty-Threc Thousand Dollars ($263,000) principal amount. of Pendleton County
Water District Waterworks Revenue Bonds of 1977, All of the Bonds shall
be: dated as of the date of delivery to the purchaser thereof, shall bear
interest from such date at the rate of not exceeding five percent (52) per
annum, as may be fixed by supplemental resolution as a result of the advertised
sale and competitive bidding for such Bonds, as hereinafter provided,. and.
shall be issued and delivered. either according to th;' "Form: of Coupon Bond"
(registrable as. to principal), as prescribed in Sectiom 206A hereof, 6:
according to the form of "Fully Registered Bond," as prescribed in Section
206B hereof,



Interest on the Current Bonds shall be payable semi~annually on
June 1 and December 1 of each yéar,. provided that the first interest payment
period will cover interest only from the date of delivery of the Bonds to
the ensuing June 1 or December 1, as the case may be. Principal of the:
Bonds. shall mature om December 1 of each of the respective years of maturity.
Such Bonds as may be issued in couponr bond form will be issued
in the. denomination of $1,000,. provided,. however, that the' purchaser of th.e~
Bonds at the public sale shall have the right to elect that such Bonds shall.
be issued in the denomination of $1,000, or any multiple of samef not exceed=—
ing $10,000, or any combination of same consistent with the ‘schedule of
maturities, or such purchaser may elect that such Bonds so purchased be issued
to such purchaser in the form of a (or a series of) "Fully Registered Bond(s),'"

as hereinafter set out.

SECTION. 106, RECOGNLTION- AND CON’FIRMATION OF PRIORITY OF LIEN
PLEDGE AND SECURITY OF PRIOR BONDS.

The District hereby expressly recognizes and acknowledges that
the District has previously created for the benefit and protection of the
owners and holders of the Prior Bonds, a certain statutory mortgag.e lien
and pledge and certaim security ri;hts relating to the system, all as set

furth in the Prior Bonds and in the Prior Bond Resolut:ioh.

SECTION 107, CURRENT BONDS SHALL BE PAYABLE ON SECOND
LIEN BASIS OUT OF GROSS REVENUES,

All of said Current Bonds and any additional parity bonds that
may be issued under the conditions and restrictions hereinafter set forth,.
sh.all be payable solely orr a second lien basis out of the revenues of the
system, after providing only for the principal and interest requirements
of the Prior Bonds, and shall be a valid claim of the holders thereof against
the Current Sinking Fund created for the benefit of such holders, subject to.

the priority of the Prior Bonds,



ARTICLE 2,

THE BONDS; REGISTERED BONDS AND REGISTRABLE COUPON
BONDS; MATURITIES; PAYOR BANKS; EXECUTION; PRIOR
REDEMPTION; AND BOND FORMS.

SECTION 201, MATURITIES.

Subject to: the foregoing right of the purchasei:,. to take delivery
in the form of a single (or a series of) Fully Registered Bond(s), as provided
in Section 202 below, the numbering and principal maturities of ‘t:he'. Current
Bonds,. 1if issued in co;xpon bond 'fom in the denomination of $1,000, or
alternativély, the principal installments due, if issued as a sing;.e, Fully

Registered Bond (or as a Series thereof), as aforesaid, shall be as followss



MATURITY, . PRINCIPAL

DECEMBER 1,. - MATURITIES © NUMBERING
1980 $ 2,000 ﬂ 1-2
1981 3,000 3-5
1982 3,000 “ - 6-8.
1983 3,000 - 9-1T
1984 ,‘ 3,000 12-14
1985 3,000 15-17
1986 3,000 18-20
1987 3,000 ' 21-23
1988 4,000 . 2427
1989 4,000 28-31
1990 4,000 . 32-35
1991 4,000 - 36-39
1992 4,000 _40-43
1993 5,000 44-48
1994 5,000 49-53
1995 5,000 :  54=58
1996 5,000 59-63.
1997 6,000 : 64~69-
1998. 6,000 . 70~75
1999 6,000, 76-81
2000 6,.000. . 82-87
2001 ﬂ 7,000 : 88-94-
2002 , 7,000 95-10L
2003 7,000 102-108.
2004 | 8,000 109-116
2005 8,000 117-124-
2006 --9,000 125-133
2007 9,000 134-142
2008 10,000 143152
2009 10,000 153-162
2010 11,000 163-173
2011 11,000 174-184
2012 : 12,000 185-196
2013 12,000 197-208
2014 13,000 209-221.
2015 13,000 222-234
2016 _ 14,000 235-248
2017 15,000 249-263

- 10 -



'SECTION 202, ISSUANCE OF FULLY REGISTERED BOND(S).

The purchaser of the Current Bonds at the public sale shall have
the option of taking delivery of the Bonds in the form of a single or a sex;'iesz
of Fully Registered Bonds, as prescribed in Ssction 206B below, amounting
in. the aggregate to the principal amount of the Bonds authorized herein,,
maturing as to principal in installments corresponding to. the principal
maturities of the Coupon: Bonds. represented ther_eby. Such Fully Registered
Bond(s) shall be numbered R-l (and consecutively thereafter, R-2, etc.),.
shall be of type composition, shall be on paper of sufficient welght and
gtrength to. prevent deterioration until the last day of maturity of any
installment of principal as stated thereinm, and shall conform in size to
standard practice. Such Fully Registered Bond(s) shall,, up.bn appropriate
execution on: behalf of the Distrfct.;. as prescribed, constitute a: part of the
(or the entire) -bond issue hereim authorized, shall be negotiable- (subject
to registration requirements as to transferability), without interest coupons,
"tegistered as: to principal and interest, payable as directed by the registered
. owner, and shall be in substantially the form hereinafter set forth,

SECTION 203, FULLY REGISTERED BOND(S) CONVERTIBLE INTO
COUPON: BONDS .

The District hereby covenants and agrees with the Registered
owner of a (each) Fully Registered Bond that the District will, at any time,
at the request and expense of such owner, and within ninety (90) days after
such request,. issue the District’s negotiable Coupon Bonds, payable i:o bearer,
in an aggregate principal amount equal to: and maturing in conformity with
the unpaid.principal amount of the Bond(s) exchanged thérefor,, registrable
as to prinecipal only, each such Bond or Bonds to be in an émount: or amounts

not exceeding $10,000 per Coupon Bond, or a lesser denomination in a multiple

- 1] -



of $1,000, consistent with the maturities of the Bond(s) exchanged therefor,
and in the form of such Coupon Bonds as provided in Section 206A hereof, |
with semi~annual coupons annexed thereto representing the accrual of interest
corresponding to the respective rate(s) of the Bond(s) exchanged therefor.
Coupon: Bonds shall. be sao 1gsued and substituted only for and upon surrender
to. the District of the corresponding Fully Registered Bond(s), which shall
then immediately be cancelled by the Treasurer of the District., |
SECTION 204. PLACE OF PAYMENT AND MANNER OF EXECUTION.
Principal and interest of Coupon Bonds shall be payable at the .
PayOQ'Bank, Falmouth Deposit Bank, Falmouth, Kentucky, or at the option
of the holder or registeredqowne:; at anfalternate payor bank, which may
be: designated by the: purchaser of the Bdnds at the public sale, in lawful
money of the United States of América. Sgict Coupon Bondsg shall be executed:
on behalf of said District with the reproduced facsimile s:!:gnamte of the
Chairman of the Commission, and the reproduced facsimile of the Corporate
Seal of the District shall be imprinted. thereon and attested by the manual
signature of the Secretary of the District, and the interest coupons attached
to said Bonds shall be executed with the reproduced facsimile signatures:
of said Chairman and said Secretary; and said officials, by the execution
of appropriaté certifications, shall adopt as and for thei; own proper
signatures their respective facsimile signatures on said Bonds and coupons.
Both principal and interest of a Fully Registered Bond. shall be .
payable at the place and in the manner set out in the form of such Fully
Registered Bond prescribéd in Section 206B below, Such Fully Registered
Bond shall be exe;nted on*béhalf of said District by being signed manually
by the Chairman of'the District, with the Corporate Seal of the District
affixed thereto, and attested by the manual signature of the Secretary of

sajd District.

-12 -
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I1f any of the officers whose signatures appear on the Current
Bonds cease to: be such officers before delivery of said Bonds such signatures
shall nevertheless be valid for all purposes the same as if such officers
had remained in office until delivery.

SECTION 205, PROVISIONS AS TO REGISTRATION OF
COUPON BONDS AND PRIOR REDEMPTION..

All Coupon Bonds issued hereunder shall be fully negotiable, but
upon presentationm of any of said'Bonds af; the office of the: Secretary of
the Water District, as Bond Registrar, Coupon Bonds may be registered as
to principal in the name(s) of the owner(s) thereof in ;ccomance with and
subject to the registration provisions, terms and conditions contained in
the Coupomr Bond Form set out in Section 206A below.

All Coupon Bonds maturing prior to Decembeé I, 1989, shall be
non~callable, and corresponding installments of princip;tl in the case of
bonds in Fully Registered Form shall not be subject to prepayment,, Coupon
Bonds of said authorized issue maturing on armld after December 1, 1989, and,.
corresponding installments of principal in the case of boncfs in Fully Regis—
tered Form, shall be subject to redemption or prepayment by said Dis-trict
on any interest payment date falling on and after December I, 1988, upom
terms of par plus accrued interest, without any redemption or prepayment
premium,

So long as all of the Current Bonds are held by the Governmet.xt,
all or any of the Bonds, or installments. in a multiple of $1,000, may be.
redeemed at any time inm i{nverse numerical order (or in inverse chronological
order of the installments due) at face ‘amnunt: plus accrue¢ interest without

any redemption or prepayment premium,
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SECTION 206, BOND FORMS,

The forms of said Coupon Bonds and of said Fully Registered Bonds,
respectively, shall be as follows:

A. COUPON BONDS.

Said Coupon Bonds and the interest co;xpons appertaining thereta
shall be in substantially the following. form, with appropriate insertions,ﬂ
omissions and variations consistent with or as provided or permitted in

this Resolution.

(FORM OF COUPON BOND)

UNITED STATES OF AMERICA
COMMONWEALTR OF KENTUCKY
COUNTIES OF PENDLETON: AND CAMPBELL
PENDLETON COUNTY WATER DISTRICT
WATERWORKS: REVENUE BOND OF 1977 -

NO. §- ,000

KNOW ALL. MEN BY THESE PRESENTS: .

That the Pendleton County Wa}:er District, acting by and through
its Commiss;f.on, a public bady carpo'ggi.:e of Pendleton and Campbell Count:iesﬂ,
A Kentﬁcky, for value received, hereby promises to pay to the bearer, or if
this Bond be registered,. to ghe registered holder hereof, as hereinafter
provided, solely from the special fund hereinafter identified, the sum of

THOUSAND DOLLARS ($ ,000)

on the first day of December, 19 __ ,
and likewise from said special fund to pay interest om said sum from the
date hereof until payment of principal in full, at the rate of pe:.:c;.ent:
( Z) per annum, payable semi-annually on the first days of June and

December in each year hereafter until said sum is paid, except as the provisions

- 1h -
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hereinafter set forth with respect to prior redemption may be and become
applicable hereto, such interest as may accrue on ar;d prior to the maturity
of this Bond to be paid upon presentation and surrender of the annexed inter—
est coupons as the same severally mature, both principal and interest being
payable, without deduction for exchange or collectiom charges, in lawful
money of the United States of America, at the Falmouth Deposit Bank, Falmouth,.
Kentucky, or at the option of the holder or registered owner, at the

Bank, . . - . e

This Bond is one of a’'duly authorized issue of Bonds fn. the total
principal amount of $263,000 (this Bond, thg issue of which.it: foru;s- a
part and the appertai;aing coupons being hereinafter collectively referred
to herein as "these Bonds", "the Bonds" or the “Current Bonds") issued by |
the District under and in full compliance with ‘the (.;onstit:utiom and Statutes
of the Commonwealth of Kentucky, includiz;g Chapter 74 and Sections. 96.350.
through. 96.510, inclusive, ;:f the Kentucky Revised Statutes, and pursuant
to a duly adopted Bond Resolution of the District authorizing same (the '"Current
Bond Resolution"), to which Resolution reference is hereby made for a descrip-
tion of the nature and extent of the security thereby created, the rights.
and limitations of rights of the holder or registered owner of this. Bond
and the rights, obligations and duties of said District, for the purpose
of financing the cost (not otherwise provided) of the construction of extensions,.
additions and improvements to the existing waterworks syst.:em. of the. Diét:;:lct
(said existing waterworks system, together with said extensions, additions
and improvements, being heréinafter sometimes referred to as the "waterworks

system" or the "system"),

*Alternate bank, :Lfv‘any, to be designated at the time of sale, and not to be’
changed thereafter,



These Current Bonds are issued subject to the vested rigﬁts and
priorities in favor of the holders of $227,000 of outstgnding Pendleton
County Water ﬁistricC'Wacarwqrﬁa'System;Revenue Bonds, dated December 1, 1961
(the "Prior Bonds"), authorized by an Ordinance enacted by the Commissiom
of the District on August 16, 1962 (the "Prior Bond Ordinance"). Accordingly,

.thesetCurrent Bonds, together with any bonds ranking on a:paiity therewith,
are payable from and secured on a second lien basis by a pledge of a fixed
portion of the gross revenues to be derived from the operatiow of the systenm,.
after providing for the requirements of the Prior Bonds, and the requirements
of the Prior Bond Resolution.

These Current Bonds do not constitute an indebtedness of the-
Pendleton County Water District within the meaning of any constitutional
or statutory provisions or limitatioms, andmare payable solely out of the
revenues of the system, As provided iﬁ the Current Bond'Re;olution, the
District covenants that so long as any of the Prior Bonds and/or of these
Current Bonds are outstanding, said waterworks system will be continuously
owned and.oper;ted.by the District as a revenue~producing undertaking within
the meaning of the aforesaid Statutes for the security and source of payment
of said Current Bonds and of said Prior Bonds, and that the District will
fix, and if necessary adjust, from time to time, such.tate%afor'the:services;
and facilities of said system and will collect and account for'the;revenuesf
therefrom sufficient to pay promptly the interest on and principal of the
Prior Bonds, these Current Bonds, and of all.othe: bonds~ranking omr a parity
with these Current Bonds, as may be outstanding from time to time, and to
pay the cost of operation and maintenance of the system and to provide for

the depreciation thereof.
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A secondary statutory mortgage lien, which is hereby recognized
as valid and binding on said waterworks system, is created and granted pursuant
to sald Statutes and moras specifically Section 74,370 and Section 96.400 of
the Kentucky Revised Statutes, to and in favor of the holder or.holders
of these Current Bonds and of any of the coupons attached to: these Bonds;
and said waterworks system and all appurtenances thereof and extensions
thereto shall remain subject to such. statutory mortgage lien. until the payment;
in full of the principal of and interest om the Prior Bonds and om these
Current Bonds; provided, however:, that sald statutory mortgage ﬁen.is subject
to the vested rights and priorities in favor of the Prior Bonds.

The Current Bonds maturing prior to December 1, 1989, are not sub-
ject to redemption prior to maturity. The Current Bonds maturing on and

after December 1, 1989, are subject to redemption by the District prior to

'mat:urity, as a whole or from time to time im part, in. inverse mumerical and

maturity order, on any interest payment date falling on or after December 1,
1988,. upon paymént by the District of the face amoﬁnt: of the Bonds so redeemed,.
plus accrued interest to: the redemption date, without any redemption premium,.
Sa long as all of the Current Bonds are held by the Government,
all or any of said Bonds, or installments in multiples of $1,000, may be
redeemed at any time 13 inverse numerical and maturity order (or in inverse
chronological orderoé the installments due) at face amount plus accrued interest
without any redemption premium.
Notice of such redemption shall be given at least one time not
less than thirty days prior to the redemption date by publication in a finan~-
c:.al newspaper or journal of general circulation among bond issue purchasers
published in the English ianguage in New York City, New York, and in a

newspaper of general circulation throughout Kentucky, and shall be given
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by registered mail to the regisntered holder(s) at least thirty days prior
to the date fixed for redemption. All of sald Bonds as to which said District
reserves. ar;d exercises the x.'i.ght: of redemption aﬁd. as to which notice as
aforesaid shall have been givem, and for the ﬁr.etirement of which,. upon the
terms aforesaid, funds are duly provided, will cease to bear interest om
the redemption date, Notice of sué.h. redemption may be waived with the writtem
congent of the holder(s) c;f the bond(s) so: called for redemption. ’
Upon default im the payment of principal of or inte::eit on any
of tﬁese Bonds or upon failure b}” said District to comply with any other
provisions of this Bond or with the pr;)visions of the Current Bond Resolutiom,
the holder(s) or registered owner(s) may, at his (their) option, institute -
all rights and remedies provided by law or by sald Resolution.
This Bond is exempt from: t#xa.tion in the Comﬁm.nwealt}t of Kentucky.
It is hereby certified, récit:ed: and declargi that all acts, condi~
tioné 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 pérfotmed

in due time, form and manner as required by law and that the total authorized

-
-

amount of these Bonds, togett;er with all other obligations of the District,
does not exceed any limit prescribed by the Constitution or Statutes of the
Commonwealth of Kentucky.

IN WITNESS WHEREOF, the Pendleton County Water District, by its

Commission,. has caused this Bond to be executed on its behalf with the duly

. authorized reproduced facsimile signature of its Chairmam, and the reprodi:ced

facsimile of its C;erorate Seal to be imprinted thereon, and attested by

the manual signature of its Secretary, and the coupons hereto attached to

-18 -



be executed with the duly authorized reproduced facsimile signature of said

Chairman and Secretary, all as of the date of this Bond, which is

PENDLETON: COUNTY WATER DISTRICT
Pendleton. and Campbell Counties, Kentucky

By-
Chairman
Attesty?
&

- Secretary ) )

(Seal of District)

(FORM: OF COUPON)
COUPON NO.. " 8

On the first day of » 19__

Unless the Bond to which this Coupon appertains is redeemable
and accordingly shall have been theretofore called for prior redemption and
payment of the redemption price duly made or provided for, h

The Pendleton County Water District, of Pendleton. and Campbell
Counties, Kentucky, will pay the amount shown hereon to: the bearer hereof,
out Qf its "Pendleton. County Wa:ter Di#trict: Waterworks Bonci and Inter.e~5t
Sinking Fund of 1977," without deduction for exchange or collection charges,

at the Falmouth Deposit Bank, Falmouth, Kentucky, or at the option of the
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holder, at the main office of the

as provided in and being interest due on its

Water District Waterworks Revenue Bond of 1977, numbered .

PENDLETON COUNTY WATER DISTRICT

By (Facsimile Signature)
Chairman

Attest:

(Facsimile Signature)
Secretary ' .

(FORM OF REGISTRATION) .

Signature of Secretary
of the Pendletonr County
Date of Name of . Water District,.
Regilstration . - Registered Owmer' '~ ' "~°°  Bond Registrar

A4

e oo Joo 9o o)-’

ve. oo oo o0 Joo oo fog oo

" g0

*Alternate bank, 1f ”z'my, to be designated at the time of sale, and not to be
changed thereafter,
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B. FULLY REGISTERED BOND,
The Fully Registered Bond referred to herein shall be in substan-
tially the following form, with appropriate insertions, omissions and varia- |

tions consistent with or as provided or permitted in this Resolution:

(FORM OF FULLY REGISTERED BOND)

UNITED: STATES OF AMERICA
COMMONWEALTH OF KENTUCKY
COUNTIES OF PENDLETON AND CAMPBELL
PENDLETON COUNMTY WATER DISTRICT
WATERWORKS REVENUE BOND OF 1977

No. ' $263,000

KNOW ALL MEN BY THESE PRESENTS:

That the Pendleton. County Water District, acting by and through -
its Commission, a public body corporate inm Pendleton and Campbell Countties,,
Kentucky, for value received, hereby promises to pafr to the registered owner
hereof,, solely from the special fund hereinafter ident:ifieri., the sum of

TWO* HUNDRED SIXTY~THREE THOUSAND DOLLARS ($263,000),

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

Year Principal Year -~ "Principal Year- Principal



~

without deduction for exchange or collection charges; and in like mannér,
solely from said special fund, to pay interest on the balance of said principal
sum from time to time remaining unpaid, at the rate of five percent (5%)

per annum, semi-annually on the fifst.daya«of June: and December in each year
hereafter until said sum is paid, except as the provisions hereinafter set
forth with respect to prepayment may be and become applicable hereto, both
principal and interest being payable, withoutfdeductiou-for-exchange or collec-
tion charges, in lawful money of‘the.UnitedﬂStaces of America, at the address
of the registered owner shown on the registration book of the District.

This Bond is issued by the District under and in full c;mpliance
with the Constitution and Statutes of the Commonwealth of Kentucky, including
Chapter 74 and Sgctions 96.350 through 96.510, inclusj.vah of the Kentucky
Revised Statutes, as amended, and pursuant to a duly adopted: Bond Resolution
of the Distric;'authorizing same (the "Current Bond Resolution"), to which
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 off%iﬁancing the cost (not otherwise provided)
of the construction of extensioﬁs, additions and improvements to the existing
wvaterworks sysfem of the District (said existing waterworks system, together

with said extensions, additions and improvements, being hereinafter referred

. to. as the "waterworks system" or the "systen').

This Bond is issued subject to the vested rights and priorities in
favor of the holders of $227,000 of outstaﬁding Pendleton County Water District“
Waterworks éystem Revenue Bonds, dated December 1, 1961 (the "Prior Bonds"),
authorized by an Ofdinaﬁce enacted by the Commission of the District on

August 16, 1962 (the "Prior Bond Ordinance”)., Accordingly, this Dond together
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with any bonds ranking on a parity herewith, is payable from and secured
on a second lien basis by a pledge of a fixed portiqu of the gross. revenues
to be derived from the operation of the system, after providing for the
requirements of the Prior Bonds and the:requirements of the Prior Bond
Resolution.

This Bond does not constitute an indebtedness of the District
within the meaning of any constitutional or statutory provisions. or limita-
tions, and is payable sole1y out of the ravenues of the system: ,As provided
in the Current Bond Resoluéion, the District covenanés that so long as any
of the Prior Bonds and/or this Bond, are outstanding, the system éill be
continuously owned and operated by the District as a ravenue-praoducing under—
taking within the meaning of the aforesaid Statutes for the security and
source of payment of the Prior Bonds and: qf 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 colléct and account for
the revenues therefrom sufficient to pay promptly the interest on and principal
of the Prior Bonds, this Bond, and all other bonds ranking on a parity with
this Bond as may be outstanding.frgghéime.to time, and to pay the cost of
operation and maintenance of the gystem and to provide for the depreciation
thereof.

| A secondary statutory mortgage lien, which is hereby recognized
as valid and binding on said waterworks system, is created and granted pur--
suant to said Statutes and more specifically Section 74,370 and Sectiom: 96,400
of the Kentucky Revised Statutes, to and in favor of. the registered owner ’.
of this Bond; and said waterworks system and all appurtenances thereof and
extensions theret&‘shall remain subject to such statutory mortgage lien

until payment in full of the principal of and interest on this Bond; provided,



however, that said statutory mortgage liem is sdbject to the vested rights
and priorities in favor of the Prior Bonds. |

This Bond shall be registered as to princ}pal and interest in
the name of the owner hereof, after which it shall be transferable only
upon presentation to the Secretary of the District as tﬁe Bond. Registrar,
with a written transfer duly acknowledged by the registéred.owner or his.
duly authorized attorney, which transfer shall be noted upon this Bond and
upbn the book of the District kept for that purpose.

As provided in the Current Bond Resolution, this Bond'is exchange-
able at the expense of the registered owner hereof at any time, uﬁbn ninety
days' written notice, at the request of such registered owner and upon
surrender of this Bond to the District, for hegotiable coupon bonds, payable
to bearer, reglstrable as: te principal only, in amr amount or amounts not
exceeding $10,000 per coupon bond, or a lesser denomination in é.multiple
of $1,000, consistent with the maturities hereof, in an aggregate principal
amount equal to and maturing in conformity with the unpaid principal amount
of this Bond, and in the form of such coupon bonds as provided in the
Bond. Resolution, with semi-annual coupous annexed representing the accrual
of interest corresponding to the rate herein provided.

The District, at its option, shall have the right to prepay,
on any interest payment date on and after December 1, 1988, in inverse chrono—
logical order df the ingtallments due on this Bond,tthe entire principal
amount of this Bond :hen:femaining,unpaid,,or such lesser portion thereof,
in a multiple of Oné Thousand Dollars ($1,000), as the,Distriéf 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
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premium., Notice of such prepayment shall be givgn by registered mail to
the registered owner of this Bond or his assignee, at least 30 days prior
to the date fixed for prepayment, Notice of such prepayment may be waived
with the writtem consent of the registered owner of this Bond.

So long as the registered cwner of this Bond is the United States
Government, or any agency thereof, the entire principal amount' of this.
Bond, or installments in multiples of $1,000, 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 Lother
provision of this Bond or with the provisions of the Current Bond kesolution,.
the registered owner may, at his optiom, institute.all rights and remedies.
provided by law or by sald Resolutiom.

This Bond is exempt from taxation in the Commonwealth of Kentucky.

It is hereby certified, recited and declared that all acts, condi~

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, for;n: and manner as required by law and that the
face amount of this Bond, together"w'ifh all other obligations. of the District,
does not exceed any limit prescribed by the Constitution or Statutes of
the Commonwealth of Kentucky. .

IN WITNESS WHEREOF said Pendleton County Water District, by its.
Commission, has caused this Bond to be executed by its Chairman, its corporate
seal to be hereunto- -affixed, and attested by its Secretary, on the date of

this Bond, which is : .

PENDLETON COUNTY WATER DISTRICT
Pendlaton and Campbell Counties, Kentucky

Attest: By

Chairman

Secretary



PROVISION FOR REGISTRATION
This Bond shall be registered on the registration book of the
District kept for that purpose by the Secretary, as Bond Registrar, upon
presentation hereof to aaid' Secretary; who shall make notation of such regis~
tration. in the registration blank, and this Bond may thereafter be transferred
only upon written transfer acknowledged by the registered owner or his

attorney, such transfer to be made on sald book and endorsed hereon.

, &
(FORM OF REGISTRATION)

Signature of Secratary
of the Pendleton County
Date of Name of Water District,
Registration ‘ __Registered Ovmerr '~ -~ ' '° Bond Registrar

(2] .,’ .

"
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ARTICLE 3
CONSTRUCTION ACCOUNT; INTERIM FINANCING;
INVESTMENT OF PROCEEDS; AND FEDERAL
ARBITRAGE LIMITATIONS.

SECTION 301. THE CONSTRUCTION ACCOUNT; FIDELITY BOND OF
TREASURER ;. APPLICATION OF PROCEEDS: OF" BONDS.

The Treasurer of the District shall be the custodian: of all funds
belonging to: and aséociated.with.che:District.waterworks system, and such -
funds shall be deposited in the Falmouth i)eposit Bank, Falmouth, Kentucky
(the: "Depository Bank"), which bank is a member of the Federal Deiposit
Insurance Corporation. All mnnefs in.thensupervised,bank.accbunt Shereinafter
referred to) in excess of the amount insured by the FDIC, shall be secured
by the Depository Bank im accordance with the U. S. Treasury>Department“
Circular No. 176.

The Treasurer shall execute a. Fide.lity* Bond in the amount of
not less: than $20,000,. which Fidelity-Bond.shail.be:éffective and secured
by a surety company approved by the Farmers Home Administration of the United
States Department of Agriculture so long as it is the holder of any of the:
Bonds; and the FmHA and the District shall be named co-obligees in such
surety bond, and the amount thereofm;ﬁ;ll.not be:reduced;withoﬁt the writtemr
consent of the FmHA; provi:ded that whenever sums in the farious ‘accounts
referred to herein shall exceed $20,000, the Fidelity Bond shall be increased
accordingly as requested by and with the approval of the FmHA. The District
will segregate and earmark its various funds, consistent with.this Resolution,
in sﬁch.manner-as:to enable the District to obtaim the lowest possible sﬁrety
premium rate on such Fidelity Bond.

- The proceeds of said $263,060 of Current  Bonds shall be applied

as. follows:
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A, There shall imediaﬁely be paid to the Bank(s) and/or the
FmHA entitled thereto an amount sufficient ta pay the: intereét: oax and princi-
pal of any temporary loans (if any) borrowed by the District in anticipation
of the sale and delivery of the Current Bonds, and/o:;f ‘the receiﬁt: of
grant proceeds, or the interest om and principal of auchrhtemporary loans
may be repaid simultaneously with the delivery of such Bonds: (to the extent
of part or all of the proceeds of the Bonds, as may be required by said.
Bank(s) and/or by the FmHA), in which event the amount to be so deposited
into the Construction Account shall be reduced by such amount so p;id. Also,.
at the time of delivery of the Bondar,‘there. shall be paid all amounts then
due and payable in connection with the construction project and in connection
with the iss;xance of the Bonds,

B. If and to the extent that the proceeds of the Current Bonds
shall be in excess of the amount necessary to- pay the interest om and: princi~
pal of the aforesaid temporary loans and the project éc;sta tl;eu due, such
excess amount shall immediately be deposited in the "Pendleton County Water
District Waterworks Comstruction Account" (the "Construction Account") » Which
shall be established as a supervised bank account at the Depository Bank
if the Government is the purchaser of the Bonds. The proceeds af said Account
shall be withd;'am to pay for services and/or materials supplied in connection -
with the aforesaid construction project, as evidenced by (1) a certification

of the: Engineers: designate& herein, (2) written apprmial of the: Chairman

or by such other official of the District as may be authorized by the Commissiom,.

and (3) written approval of the FmHA; provided such proceeds shall be withdrawn
only on checks signed by the District Treasurer and countersigned by the

County Supervisor of the FmHA; provided that written approval of the Engineers
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shall not be fequired for matters not under the jurisdiction of the ﬁngineers,
guch as legal fees, land acquisition and related items, in which case such
checks may be signed at the written request of such District Officials with
written épproval of the FmHA.

C. There shall be deposited in such Construction Account the
proceeds of sald Federal (EDA) grant as and when received (or said grant
proceeds may be applied to the extent necessary to liquidate or reduce any
interim financing owed by the District at the time of receipt ofkthe grant -

proceeds) .

D. At or after the time the Bonds have been delivered, there
shall be transferred from the Construction Account an amount sufficient
to provide for capitalized;intergst (iniﬁially estimated at $11,000) during

the construction of the construction project, as approved by the Engineers

and by the FmHA. If and to the extent then needed to pay interest during

the remaining period of construction of the construction project, such amount
so transferred from the Construction Account shall be deposited in the Current
Sinking Fund created in the Current Bond Resolution.

E. Pending disbursement of amounts on deposit in the Construction
Account, all such funds, or such portion of said é;ounts on deposit in said
Construction Account as i3 designated by the Commission, shall be invested
for the benefit of such Construction Account in Certificates of Time Deposits,
savings accounts, or U, S; Obligations which may be eonverted readily into
cash, having a maturity date prior to the date when the sums invested will
be needed for costs of the construction project, as certified by the Engineers,
and/o; by the FmHA, provided that to the extent that any amounts on- deposit

in the Depository Bank shall cause the total deposits of the District in

said bank to exceed the amount insured by the FDIC, such excess amount shall
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be continuously secured by a valid pledge of U. S. Obligations, having an
equivalent market value (exclusive of accrued interest), in conformity with

KRS 66.480. Investments im Certificates of Time Deposit may be made only

if a separate FmHA Form 402-4 agreement ig executed, 1f the FmHA has purchased _

any of the Bonds. Any such investments will be a part of the: Construction
Account, and income from such investments will be cred:ltéd to the Construction
Account. All such investments shall be: subject to the limitations set
out in Section 303 hereof, , | v

F. When the: construction project has been completed and all
construction costs have beem paid in full, as certified by the Engir;eers
for the District, and/or by the FmHA, any balance then remaining in the
Construction Account may be applied to the cost of constructing additional
extensions, additions and/or improvements: to the ~8ysten.|, and/or such balance
shall be transferred to the Current Sinking Fund, whereupon said Construction
Account shall be closed. Such balance so transferred shall be used by the
District immediately to redeem outstanding Current Bonds (or t:o.' prepay
installments due on a Current Fully Registered Bond), provided further that
any balance insufficient to redeem a Bond (or to prepay less: tham $1,000
of the principal payment falling due in any year on a Fully Régistered Bond)
shall be transferred to the Depreciation Fund,

SECTION 302, INTERIM FINANCiNG‘AUTHORIZATION~

The borrowing of up to the aggregate sum oi:?‘ $526,000 from The
Farmers Bank, Butler, Kentucky, from the Falmouth Deposit Bank, Falmouth,
Kentucky (either alome or through its correspondent bank) and/or from. any
other banks and/or from the FmHA (hereinafter collectively and indi;ridually
referred to as the "Banks"), is hereby authorized; an;i the Chairman of the

District, Denver Hornbeek, or his successor, is hereby authorized to execute

in the name and on behalf of the District any number of negotiable promissory
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notes, in such form as may be prescribed by the lending Banks, including
Revenue Bond Anticipation Notes pursuant to KRS 58,150, each Note evidencing
an advance of cash funds by the Banks to the District; and the Banks are
hereby authorized and requested to make disbursement of the proceeds of

such Notes directly to the parties entitled thereto for éervicesa and/or

_ materials supplied im connection with the aforesaid consﬁruction project,

as evidenced by (a) a certification of the Engineers designated herein,

(b) written approval of the Chairman or by such other official of the District
as may be authorized by the Commission; and (¢) written approval of the
FmHA; provided, however, that written appioval of the Engineeré shall not
be required for matters not under the jurisdiction of the Engineers, such
as legal fees, land acquisition and related items, iz which cases the Banks
shall disburse the téquired amounts upon. receiving written request of such
District official'withﬂ written approval of the FmHA. If interim financing
is furnished by the FmHA, or if requested by the FmHA for any other reason,
such interim financing shall be deposited in the Comstruction Account and
shall be disbursed in accordance with Section 301B hereof,

The authority hereby grantéd to the Chairman includes the execu—
tion of remewal Notes in evidence of the renewal and extemnsion of Notes-
becoming due, provided the aggregate of the principal amount of all such
Notes outstanding and payable to the Banks shall not exceed $526,000, and
provided each Note which is remewed or superseded is s;imult:aneously cancelled
by the Banks and trans'mitted to the District Treasurer, The: rate of interest
applicable to each Noﬁe and to each renewal Note shall not excead a reasomable
rate, which rate is subject to the approval of the FmHA.

Authority is hereby given for said total authorized interim finan=-

. cing of $526,000 to be the maximum indebtedness which the District may

owe to gaid Banks at any given time; provided, however, that the District
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may reduce the amount owed by the District to said Banks from time to time
as and when funds are available to the District, whether deriveq from the
proceeds of the Federal grant, the proceeds qf the sale of the Current
Bonds, or otherwise, and may reborrow from said Banks'addit:ional amounts
in anticipation of the further receipt by the District of additional proceeds
from said Bonds in order thus: to enable the District to»éaveAin;ereat costs
by applying the proceeds of said Bonds and/or grants and/or other funds:
as. received and which areanotqimmediately needei‘for the: payment of costs
of the construction project, toward the lIiquidation and/or reductiﬁu:of
said interim financing loans until such time as additional interim financing
loans: are needed to provide additional funds for costs of said construction
project as required by the District, subject to the limitation that the
total amount owed to sa':!.d. Banks’at any given time shall not be in excess
of $526,000. ’ ,

The District hereby covenants: and. agrees with said Banks that

upon the issuance and delivery of the Current Bonds and/or the receipt

of said grant; the District will apply the proceeds thereof, to whatever
extent may be necessary, in payment of the principal amount of all such
Notes of the District then held by said Banks, together with interest thereon
*o the date of such payment; and the first proceeds of said Bonds and grants
are hereby pledged therefor, and such pledge shall coﬁstitute‘a first and
prior charge against said.ﬁroceeda. The~Distfictlfurthet'pledgesmthe proceeds
of the gross revenues of the system to the payment of said interim financing,
such: pledge: ranking on a parity with the Current Bonds, subject to the priority
of the Prior Bonds.

Although the proceeds of the Current Bonds and grants are pledged
to the repayment of said interim financing, it is recognized that the proceeds

of the grant may be applied to the extent required at the time of receipt
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of the proceeds of said grant, to the-payment of costs. of the construction

‘project due and owing by the District at the time of receipt of such proceeds,

rather than to the repayment of portions of the interim financing at that

time, If and to the extent that the proceeds of said grant are in excess

- of any costs of the construction project due and owing at the: time- of receipt

thereof, such proceeds may be applied, in the same manner as: hereinabove

indicated, to the reduction of the amount of the interim financing, after

which, such interim financing may again be increased as theretoforf.. In

any event, the proceeds of said g:.;ant and of any other grants earmarked

for the comstruction project, are pledged, together with the proceeds of

the Current Bonds (plus the secondary pledge of the revenues of the systenm,,

subject to the priority of the Prior Bonds), to the repayment of such.interim

financing. “
'SECTION- 303, INVESTMENT PROCEEDSy FEDERAL ARBITRAGE LIMITATIONS.

The District covenants. that sums derived from the proceeds of the,
Current Bonds, shall not be invested in investments which will produce a
net adjusted yield which is in excess of the net interest cost (effective:
yield) of the Current Bonda if such investment would cause such Bonds to
be treated as "arbitrcge bonds" within the meaning of Section 103(c)(2)
of the Internal Revenue Code of 1954, as amended, and the applicable. Income
Tax Regulations thereunder, provided, however, that funds may be invested
to whatever extent and whenever such Act and/or appliéable- Regulations permit:
same: tor be invested without causing the Current Bonds. to be treated as
"arbitrage bonds". |

On the basis of the known facts and reasonable expectations
on the date of adoption of this Bond Resolution, the District certifies

that it is not expected that the proceeds of the Current Bonds will be used
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in a manner which would cause such Bonds to be arbitrage bonds, The District

covenants to the purchasers and/or holders of the Current Bonds that (a)
the District will make no use of the proceeds of said Bonds, which, if
such use had been reasonably expected on the date of is;ue of such Bonds,
would. have caused such Bonds to be arbitrage bonds, and (b) that the District
will comply with (1) all of the requirements of Section 103(c) of the Internal
Ravenue Code and (2) all of the requirements of the applicable Income Tax
Regulations thereunder, to whatevter extent i3 necessary to assure that
the Current Bonds shall not be treated aa arbitrage bonds.

Based on information furnished by the Engineers, on known facts
and reasonable expectations at this time, the District certifles as followss

(a) that the District has entered into contracts with the
Engineers for engineering services im connection with the
- construction project financed by the Current Bonds and the
fees to:be paid ta such Engineers will exceed 2-1/2% of
the total cost of the project;

(b) that the construction of the construction project has
commenced or will commence within six months. from the
date of issuance of the Current Bonds;

(c) that the construction of said construction project will
proceed thereafter to completion with due diligence on
the part of the District;

(d, that at least 85Z of the spendable proceeds of the Current
: Bonds will be expended on the costs of construction of
the construction project within less than three: years.
from the date of issuance of the Current Bonds;,

, (e) that the original proceeds of the  Current Bonds.will not
exceed by more thamn five percent (5Z) (or by any percent)
the: amount required for the costs of the construction
project; in fact such proceeds will be supplemented by a
federal grant to assure payment of all costs of the
construction project; and therefore there has not been and
will not be any over-issuance of the Bonds;

(f) that it is not reasonably anticipated that the project or
the system will be sold or otherwise disposed of, in whole
or in part, prior to the last maturity of the Current
Bonds; and



(g) that the District has not been advised of any listing or
contemplated listing by the Internal Revenue Service
determining that the foregoing type of certification with
respect to the District's obligations may not be relied

on,.

Accordingly it is anticipated that ;:hete will be no limitation on
the permissible yield on invéamnents made from the proceeds: of the Current
Bonds,

Prior to or at the time of delivery of )t:he Bonds, the: Chairman
and/or the District Treasurer is ;uthorized to. execute the apptopr:late
certification with reference to the matters referred to above, setting
out all known and contemplated facts concerning such anticipated construction,
expenditures. and investments, including the executic;n of necessary and/or
desirable certifications of the tipe contemplated by tﬁe latest "Proposed
Arbitrage Regulatiotis,“‘ ag smended, in order to assure that interest om
the Current Bonds will be exempt from all Federal income taxes and that

the Current Bonds. will not be treated as arbitrage bonds.
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ARTICLE 4.
OPERATION OF SYSTEM; FLOW OF FUNDS;
CURRENT BONDS SUBJECT TO PRIORITY OF PRIOR BONDS
MONTHLY PAYMENTS OF PRINCIPAL AND INTEREST SO LONG
AS FmHA HOLDS OR INSURES. THE CURRENT BONDS,
SECTION 401. OPERATION OF SYSTEM TO CONTINUE AS HERETOFORE 3
PROVISIONS OF PRIOR BOND RESOLUTION INCORPORATED
HEREIN3 CREATION OF NEW FUNDS. -
All proceedings preliminary to and in conmection with the issuance
of the outstanding Prior Bonds of the District, including provisions made
. ’ . & >
for the receipt, custody and the application of the proceeds. of said Bonds;
for the operation of the waterworks system on a revenue~producing basis;
for the segregation, allocationm and custody of the revenues derived from
the operation of the system; for the enforcement. and payment of said Bondsj
and all other covenants for the benefit of bondholders set out in the Prior
Bond Resolution, are hereby ratified and confirmed and shall continue in
force and inure to the security and benefit of the Prior Bonds, and (subject
to the priority of the Prior Bonds) of the Current Bonds herein authorized,

the same as if such provisions. and proceedings were repeated in full herein;

provided, further, that, after the isguance of the Current Bonds, the income

" and revenues of the system shall be- collected, segregated, accounted for

and distributed as follows:

A separate and special fund or account of the District, d;stiﬁct
and apart from all other funds and accounts, was heretofore crea:ed by the
Prior Bond Ordimance, which fund has been and is designated and identified
as. the "Pendlet‘on County Water District Revenue Fund'" (the "Revenue Fund"),
in the custody 9f the District Treasure;:, which fund has been deposited
with and shall continue to be maintained and deposited with the Depository
Bank, so long as any of the Prior Bonds, the Current Bonds, or any parity

bonds are outstanding, The District covenants and agrees that it will
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continue to deposit thereixi, promptly as received from time to time, all
cash income and revenues of the system, as same may be extended and improved
from time to: t:ime. The moneys in the Revenue Fund from time to time shall
continue to be used, disbursed and applied by the District only for the
purpose and in the manner and order of priorities specified in the Prior

Bond Resolutiom, as hereinafter modified, all as permitted by the applicable:
statutes, and in. accordance with previous contractual commitments  as follows:

A. Prior Sinking Fund. .

A séparate énd. special fund or account of the District designated
"Waterworks Bond and Interest Sinking Fund" (the "Prior Sinking Fu;xd") , was
created by the Prior Bond Ordinance, and the same (including the Debt Service
Reserve therein, hereinafter referred to as the "Prior Reserve Fund") shall
continue to be maintained as provided imx the Prior Bond.Resolution; and:
the District covenants and aé;ees that it will continue to deposit therein
such funds from the Revenue Fund as required by the terms of the Prior
Bond Resolution to be so deposited; and such sums shall be held and applied
by the District im the: manner required by said Prior Bond Ordinance and
by this Current Bond Resolution. o

. The Prior Sinking Fund (including the debt service reserve portion.
thereof) shall continue to be maintained at the Depository Bank so long as

any of the Current Bonds and/or of the Prior Bonds are outstanding.

"B. Current Sinking Fund.

At or after the time that the Current Bonds have been delivered,
there shall' be transferred from the Construction Account an amount sufficient

(currently estimated at $11,000) to provide for capitalized interest dﬁring

the construction of the construction project, as approved by' the Engineers

and by the FmHA, if and to the extent not theretofore expended in paying
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interest on interim financing and if and to the extent then needed to pay

- interest during the remaining period of construction of the construction

project. Such amount so transferred from the Construction Account shall

be deposited in the "Pendleton County Water District Waterworks Bond and

Interest Sinking Fund of 1977" hereby created (the "Curremt Sinking Fund"),
After the transfers required in the preceding sub-paragraph

to be made in each month have been paid from the Revenue Fund, and after

the expiration of the month in which interest on the Current Bonds is last

. &
payable out of the sum get aside into the Current Sinking Fund as capitalized

interest, there shall next be transferred in each month from. said Revenue
Fund and deposited into the Current Sinking Fund on or before the 15th day
of each month, for payment of interest om and principal of the Current Bonds,
a sum equal to the total of the following: .
1) -An amount equal to one-sixth (or such larger amount as
is necessary) of the next gucceeding six-month interest
. . installment to become due on the Current Bonds then
outstanding, plus -
(2) Beginning in December, 1979, a sum equal to one-twelfth
(or such larger amount as is necessary) of the principal
of any Current Bonds maturing on the next succeeding,
December 1. i
If the District for any reason shall fail to make any monthly
deposits as required, then an amount equal to the deficiency shall be set
apart and deposited into the Current Sinking Fund out of the first available.
revenues in the ensuing month or months, which amount shall be in addition
to the monthly deposit(s) otherwise required during such succeeding month
or months., Whenever there shall accumulate in the Current Sinking Fund -
amounts in excess of the requirements during the next twelve months for

paying the principal of and interest on outstanding Current Bonds as same

fall due, and if at such time the District is in compliance with all provisions



of the Prior Bond Ordinance, such excess amount nfay be used for redemption
of such Current Bonds .prior to maturity, as set forth in Section 205 hereof.
On or before the 15th days of May and/or November in each year,.
the Depository Bank shall transfer from the Current Sinking Fund a sum equal
to. the interest or a sum equal to the principal and interést:, as the case
may be, becoming due on the next following respective Juné 1l and/;n: December 1,
and deposit the same in an account hereby created and: identified as. the
"pendleton County Water District 1977 Waterworks Bond and Interest Payment
Account,” and shall notify the altérnate payor bank, if any, that the same
is held as a trust funci to be drawn upon by the paying agent(s) to ﬁay
maturing coupons, and/or interest installments, or Bonds and coupons, and/or

principal and interest installments, as the case may be, upon presentation

" thereof on or after maturity and upon surrender of maturing Bonds. and/or

coupons.

The Depository Bank and the District Treasurer shall keep appropri-
ate records as to payment of principal and interest installments and as to
payment of principal and interest on any Coupon Bonds. Provided, however,
that so long as the only Bond(s) out'ét:.aﬁding is (are) Fully Registered Bond(s),
the functions contemplated by this: paragraph shall be performed by the District
Treasurer.

All funds in said Current Sinking Fund shall be depasitéd‘ in
the: Depository Bank, or such portion of said amounts 6n deposit in said

respective Funds as is designated by the Commission shall be invested for

the benefit of such respective Funds im Certificates of Time Deposit, savings

accounts, or U, S, Obligations which may be converted teadiir into cash,.
having a maturity date prior to the date when the sums invested will be

needed for meeting interest and/or principal payments, to mature or be called,



provided that to the extent that any amounts on ::leposit: in said Bank shall
cause the total deposits of the District in sald bank to exceed the amount
insured by the FDIC, such excess amount shall be continuously secured by
a valid pledge of U. S. Obligations, having an equivalent market value,

ix conformity with KRS 66.480. Investments in Certificates of .Time Deposit

may be made only if a separate FmHA Form 402-4 agreement is. executed, if

the - FmHA has purchased any of the Bonds, Any such investments will be a part
of the respective Funds from. which ther proceeds invested are derived, and
income from such investments will be credited to such respective ¥unds.

C. District to Make Principal and Interest Payments on~

Current Donds on a Monthly Basils so Long as FmHA Holds
or Insures all of the Current Bonds,

So long as all of the Current Bonds are held or insured by tﬁe FmHA,
the District shall, if requested by the FmHA, make payments of amounts equal
to the total of (a) and (b) of Section 401B above, being the total of 'the
monthly principal and interest requirements on the: Current Bonds, in monthly
payments to the FmHA or to the insured owner of the Current Bonds, out of the
Sinking Fund; provided further that at the option of any other owner of all
of the Current Bonds, such payments shall similarly be made in monthly pay-
ments to such owner. . |

D. Initial Reserve Fund,

At or prior to the delivery of the Current Bonds there shall be
deposited into the "Initial Reserve Fund," hereby created, the sum of not less
than $11,000 derived from connection: charges. Such Initial Reserve Fund

may be used by the District, proportionately over the first five years of

 operation of the waterworks system, after the delivery of the Current Bonds,

upon appropriate certification by the Commission, when necessary, for the

purpose of making payments of principal and interest on all outstanding Bonds
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1f the moneys on deposit in the Sinking Fund are not sufficient to make

such payments, or for the purpose of meeting the costs of operation and
maiﬁtenance of the system. At the end of such five &ear period, any sums.
remaining on deposit in such Initial Reserve Fund shall be transferred into
the Depreciation Fund, and used for the same purposes as other moneys in

the Depreciation Fund; provided, however, that such sums may be used for the
purpose of making payments of principalAand 1nterest on the outstanding Prior
Bonds and/or Current Bonds if the moneys on deposit in the respe&tive Sinking
Funds are not sufficient to make such payments. : .

E. Depreciation Fund.

A separate and special fund or account of said District was created
in Section 6B of said Prior Bond Ordinance, and‘deéignatedr"Depreciation Fund,'
which fund is hereby ratified,. confirmed‘and;ordéfed to bevéontinued so- long
as any of the Prior Bonds, fhe Current Bonds and any parity'bonds are outstand-
ing. Said Prior Bond Resolution required and it is hereby required (subject
to modifications set out herein) that from the balance of the income and
revenues of the system remaining in the Revenue Fund, after the transfers
required in Subsections A and B above are made in each month, there shall be
transferred monthly the sum of $25.00 per month for the purpose of building
up and maintaining in the Depreciation fund a balance of at least $5,000.

It. is hereby ordered that the monthly deposits into the Depreciafion Fund
shall henceforth be the sum of $145.00 per month (an increase of $130.00
per month) until there has been accumulated and is being maintained in’

such Depreciation Fund the sum of $20,600 (an increase of $15,600). In
addition to the monthly transfers and the maintenance of the minimum balance

in said Depreciation Fund, the Prior Bond Resolution requires that there be



deposited in the Depreciation Fund the proceeds from the sale of any equipment
no longer usable or needed, fees or charges collected from potential customers
to aid in the financing of the cost of further extensions and improvements,
and the proceeds from any property damage insuraﬁce. and that such amounts. so.
deposited be used only for the purposes for which such Fund is established,

F., Operation and Maintenance Fund,

A separate and special fund or account of said District was created
&

in Section 6(C) of the Prior Bond brdinance,, which Fund was: designated as the
“operation and Maintenance Fund.'" )

| In said Prior Bond Resolution, the District covenanted that, subject
to the provisions for the disposition of cash income and: rehsvenuesv derived
from the system in Sections 6(A) and 6(B) im the 'Ptiox_: Bond Ordinance, the
District would transfer monthly from the remaining funds im the Revenue Fund

to the Operation and Maintenance Fund sums sufficient to pay as they accrue

the Current Expenses of operating and maintaining the waterworks system pursuant

'to the Amnual Budget.

The Operation and Maintenmance Fund established by the: Prior Bond
Ordinance shall be maintained so long as any of the Prior Bonde‘,. the Current
Bonds and any additional parity bonds are outstanding. Said Operation and
Maintenance Fund is required to be maintained with the Depository Bank,"
subject to the order of the Commission; and subject to the provisions for
the disposition of cash income in subsections A, B and E hereof, the District
shall continue to transfer in each month sums sufficient to pay as they accrue
the Current Expenses of operating and maintaining the watarworks system pursuant

to the Annual Budget.



G, Excess Funds.

Subject to the provisions for the disposition of the income and
revenues of the system im Subsections A, B, E and F of this Section, which
provisions are cumulative, and after paying or providing for the paymet;t of
debt service on any subordinate obligations, the balance of excess. fuﬁds |
remaining in the Revenue Fund shall, within sixty (60) days after the end ofﬂ
each fiscal year, be used (1) to retire any outstanding obligations against
the system; providéd,. however, that no Current Bonds shall be retired through
the application of such excess funds until all of the Prior Bonds shall have
been retired, or (2) to transfer additional amounts to the Depreciation Fund;
provided, however, that na such transfer shall be made to the Depreciation
Fund unless there shall have first been accumulated in the Operation and
Maintenance: Fundha surplus equal to the: cost of maintaining and operating
the: system during the remainder of the flscal year and the succeeding like
fiscal year, or (3) to pay debt service on any.outstanding junior and

subordinate obligations, ’
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ARTICLE 5.
COVENANTS OF DISTRICT TO BONDHOLDERS.

So long as anyw;f the Current Bonds are ogtstanding and unpaid
(and not provided for or defeased as permitted by Sectionm 703 hereof), the
District covenants as follows:

SECTION 501. RATES AND CHARGES.

The rates and charges for all services and facilities rendered
by the system shall be reasonable and just, taking into account.?nd.considen-
ation the cost and value of the sttem~(including all extensions, additions
and improvements thereto), the cost of maintaining, repairing and ;perating
the same and the amounts necessary for the payment of principal of and interest
on all bonds outstanding against the system, and: there shall be charged such
rates and charges as shall.be’adgquate.to meet the requirements of this and
ARTICLE 4 hereof. ”

" The District covenants that it will not reduce the rates and

charges for the services rendered by the system without first filing with
the Secretary a certification of an Independent Consulting Engineer, as defined
herein, to the effect that the annual net revenues (defined as gross revenues
less current expenses) of the then existing sy:tem for the fiscal year ﬁre—
ceding the year in which such reduction is proposed, as such annual net
revenues are adjusted, after taking into.accouﬁt the.projected reduction
in "annual net revenues" ;nticipated to result from énynsuch:ptoposed rate
decrease, are equal to not less than 120Z of the average annual debt service
requirements for principal and interest on all of the them outstanding bonds

payable from the revenues of the system, calculated in the manner specified

in Section 603 hereof.
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SECTION 502, BOOKS AND ACCOUNTS.

If and to the extent not now fully required by the Prior Bond
Resolution, the District shall install and maintain proper records. and accounts
relating to the operation of the system and its financial affairs, and the
holders: of any of the Prior Bonds or of the Current Bonds,. or their authorized
representatives, shall have the right at all reasonable times ta inspect
the facilities and all recorcia, accounts and data relating thereto. An
annual audit om a fiscal year basis shall be made of the books and accounts
pertinent to the system by a Cert'ified:,Public Accountant licenseé ix Kentucky.
No later than sixty days after the close of each fiscal year, copi;as of such
audit reports certified by such Accountant shall be promptly mailed to the
@veWt without request, so long as the Government is the holder af any"
of the Current ands, and to any bon;iholder that may have made a written
request for same. Monthly operating reports shall bé furnished to’ the FmHA
and to any bondholder requesting same, during the first t:w& years of operatiom
after completion of the constructiom project, and whenever and so long as: -
the District is delinquent in any of the covenants set out hergin., Quarterly
operating reports shall be furnished to such parties at all other times.

SECTION 503, SYSTEM TO CONTINUE TO BE OPERATED
ON FISCAL YEaR BASIS.

>

While any of the Prior Bonds, the Current Bonds and any parity
bonds. are ocutstanding and unpaid and to the extent not now prohibited by
law, the system shall continue to be opera;ed and maintained on a fiscal
year basis commencing on December 1 of each year and ending on November- 30
of the succeeding year, which period shall also constitute the budget

year for the operation and maintenance of the system. Not later than 60

days after the beginning of each fiscal year, beginning immediately after
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the issuance of the Current Bonds, the District and the Commission agree

to cause to be prepared a detailed statement of income and expenditure for

the past year, a current financial statement and a "Proposed Annual Budget

of Current Expenses' of the system for the ensuing fiscal year, itemized

on the basis of monthly requirements. A copy of said "Proposed Annual Budget

of Current Expenses' shall be mailed to any bondholder who may request in i

writing a copy of such Budget, ;nd.to the Government without request if

the Govermment is the holder of any of the Bonds. ‘
Current expenses shall include all reasonable and necessary expenses

of operating, repairing, maintaining and insuring the system, but ;hall exclude

depreciation, payments into the Sinking Fund, the Reserve Fund andithe.Depre-

clation Fund. The: District covenants. that the Current Expenses. incurred

in any year will not exceed the reasonable and necessary amounts: therefor,

and that the District will not expend any amount or incur any obligation

" for operation or maintenanée~and.repair'in excess of the amounts provided.

for Current Expenses in the Annual Budget, except upon resolution by the

District that such expenses are necessary to opera?e and. maintain ther system.

At the same time and in.likefmannei;'the District shall prepare an estimate

of gross revenues to be derivea from the operation of the system for said

fiscal year, and, to the extent that sald 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 (¢) to pay Current Expenses, the District shall revise'

the rates and charges sufficiently to provide the funds required.
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If the holders of 50Z in amount of the Current Bonds, or the
Government so long as it is the holder of any of said Bonds, so request,
the Commission shall hold an open hearing not later than thirty days before

the beginning of the ensuing fiscal year, at which time any bondholder may

qappear- 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 15 days. prior to the hearing to each registered bondholder- and to

the Government. .
The District ayd its 6omission covenant that annually before the
first day of July, the annual budget of current expenses for the tixen current
fiscal year will b~e adopted substantially in accordance with the preliminary
or proposed annual budget, and no expenditures for operation and maintenance
expenses of the system in excess of the budgeted ‘amount. shall be made: during.
sucl'r fiscal ye.at unless directed by said District by a specific resolution:
duly adopted.
SECTION 504, GENERAL COVENANTS.
The: District through ité Commission hereby covenants and agrees
with the holders of the Current Bonds that:
(1) It wil? faithfully and punctually perform 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 from the system

and make application thereof consistent with and as pro—
vided by this Resolution;
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(4) Unless the written consent of the holders of a majority in
amount of the outstanding Current Bonds plus all of the out-—
standing Prior 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 appur—
tenances thereto and extensions, additions and/or improve—
ments that may be made thereto until all of the Prior Bonds:

' and: all of the Current Bonds shall have been paid or provided
for in full, as provided in Sectiom 703 (Defeasement)
hereof; subject to the provisions of Section: 606 hereof;

(5) It will maintain in good condition and continuously operate
the system and appurtenances: thereto and will charge such
rates and charges for the services rendered thereby so that
the gross income and revenues will be sufficient at all times
to pay the interest on and principal of the Prior Bonds, the
Current Bonds and any parity bonds as same become due, to pay
the cost of operating and maintaining the system and to pro-
‘vide for an adequate depreciation accountj

(6) It will carry and maintain insurance on properties of the
system subject to loss or damage in amounts and against
hazards substantially in accordance with. the practices of
other districts, cities or corporations which owr and
maintain waterworks systems under similar conditionsj and
so long as thé Government is the holder of any of the Bonds,
the Government will be listed' as co-beneficiary on any such
policy; and the District shall further comply with the
insurance requirements of Section 506 hereof (involving
insurance on motors, tanks and structures).

SECTION 505. OTHER GENERAL COVENANTS APPLICABLE SO
LONG AS FmHA HOLDS ANY BONDS. :

So long as the FmHA shali hold any of the Current Bonc{s, thg
District shall comply with such FmHA regulations, requirements and requests
as shall be made by the FmHA, including the furnishing of operating and
other financial statements in such form and substance and for such periods
as: may be requested by the FmHA, the carrying of insurance of such types
and in such amounts. as the FmHA may specify, with insu?ance carriers acceptable
to the FmHA, and compliance with all of. the terms and conditions of the

Loan Resolution (FmHA Form 442-47) executed by the District.
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SECTION 506. INSURANCE OF MOTORS, TANKS AND STRUCTURES.

If and to the extent not now fully required by the Prior Bond
Resolution, the District shall (a) immediately after the adoption of this
Resolutiom, and (b) at the time of final acg:eiatance of the construction
project from the contractor(s), insure all electric motors, elevated water
storage tanks, pumping stations. and major structures of the entire waterworks
" gystem, in an amount recommended: by the District's Engineers and approved
by the FmHA, so. long. as: the FmHA is the holder of any of the Current Bonds,
for the hazards usually covered izz such area, and shall aimilatlj insure
same in an amount recommended by the District's Engineers, without‘ thg. neces-

sity of approval by the FmHA if and whenever the District has bonds. outstanding -

against the system and none of such bonds are held by the FmHA.
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ARTICLE 6.
INFERIOR BONDS AND PARITY BONDS

SECTION 60L. INFERIOR BONDS.

Except as provided below in this Section, the District shall
not, so long as any'of the Current B;:nds (and any bonds ranking on a parity)
are outstanding, issue any additional bonds payable from the revenues: of
the system unless the security and/or pledge of the revenues and statutory
mortgage lien to secure such additional bonds is/are made inferior and St.xbor-
dinate in all respects to the security of the Current Bonds and ;n}" parity

-

bonds.

The District expressly reserves thé- rigftt: at aﬁy time or times
to issue its bonds or other obligations payable from the revenues of the
system and not rankiﬁg on a basis ‘of equality with the Current Bonds, without
any proof of previous. earnings‘ or net reveﬁues, pr;wided that the consent
of the FmHA must be obtained prior to the issuance of any iﬁferior bonds
80 long as the FmHA holds any of the Current Bonds or any parity bonds,
and provided further that (after the initial completion of the construction
project) such inferior bonds may be issued only for the purpose of providing
for future extensions, additions and/or 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
Current Bonds and any parity bonds; provided furthef, that nothing in this
gsection is intended to teStrict‘ or shall be construed as a restriction upon,
the ordinary refuﬁding. of the Current Bonds and of such parity bonds..

SECTION 602. - PARITY BONDS TO COMPLETE THE CONSTRUCTION PROJECT.ﬂ

" The District hereby certifies, covenants and agrees that in the

event that the cost of completion of the construction of the construction

- 8N



project, as hereinbefore described, shall exceed the moneys available to
the District from any and all sources, the District shall have the right,
if neceséary, to provide for such excess, and only such excess; through

the issuance of parity b;nds, provided the District has obtained a certifi-
cation from the Engineers to the effect that it is necessary to issue the
desired amount of additional parity bonds. in order to enable  the District
to pay the cost (not otherwise provided) of the completion of~thevconstrucfion
project, and provided the District has complied with the provisions of
Section 603 below or has obtained (1) the consent of the FmHA if it is. the
purchaser of the Current Bonds, or, (ii) the consent of the holders of at

| least sixty-five percent,(GSZ) in principal amount of the Current Bonds
outstanding, if the Current Bonds have been issued, sold and delivered and
are held by holders other tham the FmHA.

The District hereby certifies, covenants and agrees that in the
event that the cost of completion of the:construction.project; as hereinbefore:
described, shall exceed the doneys available ﬁo the District for such purposes
from any and all sources the District shall have the right to provide for
such excess through the issuance of parity bonds only upon establishing
compliance with the provisions of SECTION 603 hereof.

SECTION QQQ, PARITY BONDS TO FINANCE FUTURE EXTENSIONS,, -

ADDITIONS AND/OR IMPROVEMENTS; CONDITIONS
OR SHOWINGS REQUIRED.

The District further reserves the right to add new waterworks
facilities and/or to finance future extensions, additions and/or improvements.
to the system by the issuance of one of more additional series: of bonds
to be secured by a parity lien on and ratably payable on a parity with the
Current Bonds, froq the revenues of the system and also secured by a parity
statutory mortgage lien on the system,; subject to the priority of the Prior

Bonds, provided:
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(1) That the facility or facilities ‘to be constructed from the
proceeds of the additional parity bonds is or are made a part of the
system and its or their revenues are pledged as additional security
for the additional parity bonds and for the outstanding Current Bonds.

(2) The District is in compliance with all covenants and
undertakings in: comnection with all of the bonds them outstanding and
payable from the revenues of the system or any part thereof.

(3) The annual net revenues (defined as gross revenues. less
(1) essential operation and maintenance expenses and (ii) all debt
service requirements of the Prior Bonds) 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 equal at least
one hundred twenty percent (120%) of the average annual debt gervice
requirements for principal and interest on all outstanding bonds
payable from the revenues of the system, including such requirements.
of the Prior Bonds, the Current Bonds, any parity bonds then outstand-
ing, plus the anticipated requirements of any parity bonds then
proposed to be issued. The calculation of average annual debt service
requirements of principal and interest on the additional bonds to be
issued shall, regardless of whether such additional bonds are to be
serial or term bonds, be determined omx the basis of the principal of
and interest on such bonds being payable im approximately equal annual
installments. ; o

(4) The "annual net revenues' referred to above may be adjusted
for the purpose of the foregoing computations to reflect:

(1) any revision in the schedule of rates or charges
being imposed at the time of the issuance of an
such additional parity bonds, and :

(11) any increase in the "annual net revenues" to be
realized from the proposed extensions, additions
and/or improvements being financed (im 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, as defined herein.

(5) Compliance with Section 603(1) through (4) shall not be
necessary for the issuance of parity bonds if the District has obtained
the written consent of the FmHA for the issuance of such parity bonds,
if the FmHA is the owner of any of the Current Bonds at the time of
issuance of such parity bonds; or the written consent of the holders
of. three-fourths in amount of the then outstanding Current Bonds and
any parity bonds. Provided that if the District obtains the written
consent of the holders of all second lien bonds outstanding against

the system, no other prerequisite need be complied with by the District
in order to issue parity bonds.
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SECTION 604. PARITY BONDS TO REFUND OR REFINANCE
OUTSTANDING BONDS.

The District further reserves the right to issue one or more
additional series of bonds to- be secured’by a parity lien on and ratably
payable from the revenues of the system, for the purpose of refunding or
refinancing the outstanding Current Bonds or any portion of same, and/or
any then previously issued parity bonds, provided that prior to the- issuance
of such additional parity bonds for that purpose, there shall have been
procured and filed with the Secretary a statement by a CertifiedPublic
Accountant, as defined herein, reciting the opiniom based upon necessary
investigation that after the issuance of such parity bonds, the annual net
revenues, as adjusted and defined above, of the then existing system for
the fiscal year preceding the date of issuance of such parity bonds, after
taking into account.the,revised‘debtzservice'requiremen;s resulting from
the issuance of such parity bonds and from the elimination of the bonds
being refunded or refinanced thereby, are equal to not less than 1207 of
the average annual debt service requirements then scheduled to fall due
thereafter for principal of and interest on all of the then outstanding
Parity Bonds, calculated in the manner specifiéd above.

The additional parity bonds, the issuance of which is restricted
and conditioned by this Section, shall be understood to mean bonds payable
from the income and revenues of the system om a parity.with the Current
Bonds- and any parity bonds, and shall not be deemed to include nor to prohibit
the issuance of any other obligations, the security and source of'paymen:
of which is subordinate and gubject'to the priority of the required payments
into the Current Sinking Fund maintained for the benefit of the Current

Bonds.
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SECTION 605. COVENANTS TO BE COMPLIED WITH AT
TIME OF ISSUANCE OF PARITY BONDS.

The District hereby covenants and agrees that in the event any
additional parity bonds are issued, the District shall:

(1) Adjust the monthly amount to be deposited into the
Current Sinking Fund on the same basis as that prescribed in the
provisions establishing such Fund, to reflect the average. annual
debt service requirements on the additional parity bonds;

(2) Adjust the minimum annual amount to be deposjted
mouthly into the Current Reserve Fund omx the same basis. as that ‘
prescribed in the provisions establishing such Fund, tald.ng. into
account the future debt servi;:e requirements. of all second lien
bonds which will then be out.istanﬁing against the system; and

(3) Make: such additional parity bonds payable as to
principal on December 1 of each year in which principal falls
due and payable as to interest on June ]: and December 1
of each year until the final maturity of such parity bonds.

SECTION 606. PRIORITY OF.LIEN; PERMISSIBLE DISPOSITION OF
SURPLUS OR OBSOLETE FACILITIES; CONDITIONS.

The District cbvenants and agrees: that so long as. any of the
Current Bonds are outstanding, the District will not sell or otherwise dispose
of any of the facilities of the system,. or axiy part thereof, and, except
. as. provided above, the District will not create or petmit\to be created
any charge or lien on t:hé revenues thereof ranking equal or prior to the
charge or lien of the.Current Bonds. Notwithstanding the foregoing, the
District may at any time permanently abandon the use of, or sell at the

fair market value,"any part of the facilities of the system, provided that:
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(a) It is in compliance with all covenants and undertakings
in connection with all of the bonds then outstanding and
payable from the revenues of the system, and the required
Reserve(s), for such respective bonds. has (have) been
fully established.

(b) It 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 of bonds in advance
of maturity, or (2) replacement of the facility so disposed
of by another facility, the revenues- of which shall be
incorporated into the system, as-hereinbefore provided;

(¢) It 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 reyenues of.
the facility or 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 additional parity bonds;

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

(e) Notwithstanding any other provisions hereof, so long as
any of the Current Bonds are held by the United. States
Government, the District shall not dispose of its title

to the system or to any useful part thereof, without first
obtaining the written consent of the Government.

~ SECTION 607.. REDEMPTION' PROVISIONS (CONDITIONS)
APPLICABLE TO PARITY BONDS.

It:, in connection with any subsequently issued series of bonds
secured by a parity lienm on the revenues of the system, it is. provided that
excess revenues in the Revenue Fund shall be; used to hredeem bonds iﬁ advance
of scheduled maturity, or” if the District at its option undertakes to redeem
outstanding bonds in advance of scheduled maturity, it 1s agreed and undersi:ood:

(a) That calls. of bonds will be applied to each series of bonds

on an equal pro-rata basis (reflecting the proportion of the

original amount of each series of bonds outstanding at the
time of such call);
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(b) That calls of bonds for each series of bonds will be in
accordance with the call provisions of the respective series.
of bonds. Provided, however, the District shall have the
right to call, subject to the call provisions of the respec~
tive series of bonds,. any or all outstanding bonds which
may be called at par prior to calling any bonds that are
callable at a premiumy and- - .

(c) All references hereim to the calling of bonds shall be h

deemed to refer to corresponding prepayments of principal
on any Fully Registered Bond.

SECTION 608. DISTRICT NOT TO ISSUE ANY ADDITIONAL BONDS
RANKING ON A PARITY WITH PRIOR BONDS OR
RANKING- SUPERIOR TO CURRENT BONDS.

&

So long as the FmHA shall hold any of the Current Bonds, the
District covenants not to issue any bonds ranking on a parity with the out-~
standing Prior Bonds, or to issue any other bonds. ranking superior in security

to the security of the Current Bonds.
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ARTICLE 7,
DEFAULT; CONSEQUENCES; DEFEASEMENT.

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 princii:al of the Current Bonds whem
due and payable, either at maturity or by proceedings:
for redemption.

(b) The failure to pay any installment of interest on the
Current Bonds when the same shall become due and ‘payable
or within 30 days thereafter.

-

(c) The failure of the District to fulfill its obligations
pursuant to this Resolution or pursuant to the Prior
Bond Resolution.,

(d) The failure to promptly repair, replace, or recomstruct
facilities of the systemr that have beerr 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 having been entered without
the acquiescence or consent of the District, its failure
im not having the order vacated, discharged, or stayed onm
appeal within 60 days after entry. -

(f) The default by the District in the due or punctual perform—
ance of any other of the covenants, conditions, agreements,.
and provisions contained in the Current iLonds, the Prior

_ Bonds, or in this Resolution.
SECTION 702. CONSEQUENCES OF ACT OF DEFAULT.
Any holder of the Current Bonds may enforce  and compel the perform-
ance: 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 holder of said Bonds, any court having jurisdiction of the action may

appoint a Recelver to administer said system on behalf of the District with

power to charge and collect rates sufficient to provide for the payment
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of operating and maintenance expenses and for the payment of principal

of and interest on the Prior Bonds and the Current Bonds, and‘tﬂ provide
and. apply the income and revenues in.coufdrmity with this Resolution and
with: the laés 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 (including specifically the Water Putiéase.COntract
between the District and.the:Ci;} of Butler, Kentucky) and other rights of
the District pertaining to the system, conditionally, for such tim;-only as:
such Receiver or operator shall operate by authority pf.the Court. Upon the
occurrence of an event of default, the holder of any of the Bonds may require
the governing body of the D;tstr:l.ct: by injunction to raige the: rates a reason-
abléramount, consistent with the requirements of this Resolution.

SECTION 703. DEFEASANCE.

Th;.District'may at any time cause the pledge of the revenues
securing the Current Bonds to be defeased and released by paying am amount
into an escrow fund which is suffiéi&nt, when invested (or sufficient without
such investment, as the case may be) in U, S. Ob’igations, or in certificates
of deposit of a bank’;r'bauks which are fully secured by a pledge of U. S.
Obligations, to assure the availability in such escrow fund of am adequate
amount (a) to call for redemption and to redeem and retire all of such outstanding
Current Bonds, both as to principal and as to interest, on the next or on

any optional redemption date, including all costs and expenses in connection

therewith, and to pay all principal and interest falling due on said Current

. Bonds to and on said date, and/or (b) to pay all principal and interest

requirements on said Current Bonds as same mature, without redemption in

1
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a&vance of maturity, the detémination of whether to defease under (a)

or (b) or both, to be made by the Commission. Such investments shall have
such maturities as to assure that there will be sufficient funds for such |
purpose. If such defeasement is to be accomﬁlished (i whole or im part)
pursuant to (a), the District shall take all steps: necessary ta publish:
notice of the redemption of the called Bonds on the applicable redemption
date. Upon (such publication steps being taken, when appropriate; and upon)
the proper amount of investxnenta" being placed in escrow and so secured,,

the revenue pledge securing the Current Bonds shall be autamatical:ly fully

defeased and released without any further action being necessary.
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ARTICLE 8.

CONTRACTUAL PROVISIONS; GRANT APPROVAL; AND
MISCELLANEOUS PROVISIONS

SECTION 801. THIS RESOLUTION CONTRACTUAL WITH BONDHOLDERS.

The: provisions of this Resolutiom constitute a contract betweemr
the District and its Commission and the holders of the Current Bonds as:
may be outstanding from time to time; and after the issuance of any of said
Bonds, no change,. alteration or variation of any kind of the provisions
of this Resolution shall be made in any manner which will affectra holder’'s
righﬁs except as: herein provided or-except with the written consent of all
bondholders until such time as all of the Current Bonds and the iﬁterest
thereomr have been paid in full or fully provided for; provided that the
gaverning body of the District may adopt any Resolution for any purpose
not inconsistent with the terms of this Resolution and which shall not impai:"
the security of the holders of the Current Bonds, and/or for'éhe,purpbse
of curing any ;mhiguity, or of curing, correcting or supplementing any defec—
tive or inconsistent provisions contained herein or in any ordinance: or othexr
proceedings pertaining hereto; and provided further, that the holders of .
eighty percent (807) in pr£ﬁcipal ;mount'of the Current Bonds at any time
outstanding shall have the righ; to consent to, and approve the adoption
of resolutions or other proceedings, modifying or amending ;ny'of the terms
or provisions contained in this Resolution, subject to'the:conditio; that
this Resolution shall not be so modified in any manner that may adversely
affect the rights of the holders of any of the Prior Bonds, nor in any manner
that may adversely affect the rights of any certain holders of the Current
Bonds. without similarly affecting the rights of all holders of such Current
Bonds (and any parity bonds) then outstanding, or to reduce the percentage
of the number of holders whose consent is required to effect a further

modification.
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'SECTION 802. ALL BONDS OF THIS ISSUE 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 fhe intention that there
shall be no priority among any of the Current Bonds regardless of the fact
that they may be actually issued and delivered at different times.

SECTIONS 803. DISTRICT OBLIGATED TO REFUND CURRENT BONDS
HELD BY GOVERNMENT WHENEVER SAME IS FEASIBLE.

So long as the Govermment is the holder of any of the Current -
Bonds, if it appears to the Government that the District ‘is able to refund
such Bonds in. whole or in part, by obtaining a loan for such purposes from
responsible Acooperative or private credit sources, or to sell bonds of the
District in thg open market, at re'aaqn;blé rates and te;:ms, for loans: or
bond issues for similar purposes and periods of time, the District will,
upon request of the Government, obtaim such ioan and/or issue: such bonds
in sufficient amount to repay the Government, and will take all such action
as may be required in connection with such loan.

SECTION 804. APPROVAL OF EDA GRANT AGREEMENT.

As set out in Section 105 hereof , the Economic Development Admini-
stration (the "EDA") has agreed to make a grant to: the District in the amount
of $263,000 to supplement the proceeds of the Current Bonds in order to provide
the total cost of the construction project, and in that connection the EDA
has requested the District to execute a certaimr Grant Agreement setting
out the terms and conditions upon which said grant will be made. Said Grant
Agreement is hereby approved, and the Chairman and the Secretary are authorized

to execute said Grant Agreement on behalf of the District. The Chairman



and Secretary are also authorized on behalf of the District to accept any

and all other grants offered to the District in connection with the construction

project and to execute any and all Grant Agreements and any other documents:

as may be requested by such agency im connection with grant(s) which have

been and/or which may hereafter be approved for such project and/or any

other agency which approved a grant to the District, with reference thereto.
SECTION 80 5. POSSIBLE ADJUSTMENT IN DATE OF CURRENT BONDS, |

MATURITIES, REDEMPTION PROVISIONS AND OTHER DATES,
WITH CONSENT OF PURCHASER. IF DELIVERY IS DELAYED.

In the event that delivery of the Current Bonds. autho;:f.‘zed herein
is delayed for any reason until after Januafy 1, 1978, the name of the Bonds:
may, pursuant to Resolution adopted by the Commission with the written consent
of the purchasef of the Bonds, be changed to "Pendleton County Water District
Watexrworks Revenue Bonds of 1978,' with maturities,. the applicable redemption

date. and all other dates being adjusted accordingly'.
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ARTICLE 9.
SALE OF BONDS.
SECTION 90l. SALE OF BONDS.
The Secretary of the District i§ hereby authorized and directed
to- cause notice of the receipt of bids for the purchase of the Current Bonds
to be published pursuant to all applicable Kentucky Révised étatutes. Said
Notice shall state the name and amount of Bonds to be sold, the time of thg
gale and other details concerning the Bonds and the salé, and shill inform
prospective bidders that. a copy of the Official Notice of Sale of Bonds,
setting out the mturitieé » security of the Bonds, provisions as to redemption
prior to maturity, and related i:‘zformat:ion, may be obtained from the District.
Such O0fficial Notice shall contaim the following bidding requirements for
bids for the purchase of the Current Bonds:

A, Bidders are required to bid a cash price of not less than
par value ($263,000) for the Bonds..

B. Bidders must name a single interest rate for the entire
issue, which rate must be in a multiple of 1/8Z% or 1/107,
not exceeding 5% per annum.

C. Bids will.be considered: only for the entire $263,000
of Bonds.

D. Bidders (except the FmHA) are required to deposit a good
faith check by cashier's check or certified check in the
minimum amount of $5,260 (2% of the face amount of
the Bonds), which good faith deposit will be applied as
partial payment for the Bonds, or as liquidated damages in
the event that such bidder, 1f successful, fails to comply
with the terms of his bid.

E. If two or more bids are received, the Bonds will be é.warded

to the bidder whose bid results in the lowest net interest
cost to the District.
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F. The lowest net interest cost will be determined by
deducting the total amount of any premium bid from the
aggregate amount of interest upon the Bonds, computed
from the first day of the month following the date of
sale of the Bonds (even though the Bonds will bear
interest only from the date of delivery) to. the final
maturity of the Bonds. The bid of the Farmers Home
Administration will not be considered 1f another duly
qualified bid is received.

G. Bidders shall be advised that the FmHA has made a commitment.
to purchase all of the Bonds at par at a 5% interest rate,
. in the absence of the receipt of another bid complying with
the terms of the sale at an equally (or more) favorable net
interest cost.

*

H. In the event that any such other bid or bids are received,
the bid of the FmHA will be cancelled and withdrawm; other—
wise the Bonds will be awarded to the FmHA in accordance
with the provisions of the aforesaid commitment.

I. Said Current Bonds shall be offered for sale with the
successful bidder having the following optionsc:

(1)

(2)

The: successful bidder shall have the right to take
delivery of the Bond Issue inm the: £orm of negotiable:
Coupon: Bonds having the’ principal maturities set out
in the schedule of maturities contained herein, in
the denomination of $1,000, or any multiple of same,
not exceeding $10,000, consistent with the schedule
of maturities, bearing interest payable semi-annually
at the rate get out in the bid of such successful
bidder. .

The successful bidder shall have the right to take
delivery of the Bond Issue in the form of a single- or
series of Fully Registered Bond(s), payable to the
successful bidder or his assignee, maturing as to
principal in installments corresponding to the principal
maturities of the Coupon Bonds.

J. The District expects to deliver, and the successful bidder
must be prepared to accept delivery of and pay for, the Bonds
at the office of the Secretary within 45 days after notice is
given of the: award. If said Bonds are not ready for delivery
and' payment within forty-five days from the aforesaid date
of sale, the successful bidder shall be relieved of any lia-

bility to accept delivery of the Bonds, except that additional.

time may be required for delivery if the Bonds are purchased
by the FmHA.

K. The District reserves the right, in its discretion, to deter-
mine the best bid or bids, to waive any informality or
irregularity and to reject any or all bids.

bl
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L. The Bonds will be tendered within said 45-day period, and the
purchaser will receive the approving legal opinion of Rubin &
Hays, Municipal Bond Attormeys, Louisville, Kentucky, as to
the legality and tax-exemption of said Bonds, without addi-
tional cost to: the purchaser.

In the event that there is. no bid or that all bids are rejected,

the District may readvertise the sale pursuant to this Resolution.

&



ARTICLE 10.

CONCLUDING PROVISIONS

SECTION 1001, SEVERABILITY CLAUSE.

If any section, paragraph, clause or provision of this Resolution
shall be held invalid,. the invalidity of such section,. paragraph, clause or
provision shall not affect any of the remaining provisions of this Resolution.

SECTION 1002. ALL PROVISIONS IN CONFLICT REPEALED.

All motions, regsolutions. and orders, or parfs thereof, in conflict
with the provisions of this Resolution, are to the extent ofnsucﬁ conflict
hereby repealed. It is hereby specifically ordered and’provided that any
proceedings heretofore taken for the issuance Bf: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 the;eaf, and which have not been heretofore iss;ed.

and delivered, are hereby revoked and rescinded, and none of such other

.bonds shall be issued and delivered.. If part hereof is invalid, the remainder

shall continue in effect. The District covenants to repeat any required
procedure previously taken invalidly.

SECTION 1003. EFFECTIVE IMMEDIATELY UPON ADOPTION AND PUBLICATION.

This Resolution shall take effect and be effective immediately
upon its adoption and publicatiom, as provided by law.

»

Adopted this 22nd day of August, 1977.

) : %// /7

(Seal of District) : Chairmary / 5

Attest:

v ;ecretary :
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CERTIFICATION

I, C. O. DUCKER, hereby certify that I am the duly qualified;
and. acting Secretary of the Pendleton County Water District of Pendletom and:
Campbell Counties, Kentucky, and that the foregoing Resolution is. a true
copy of a Resolution duly adopted by the Commission of said District, signed
by the Chairman~ of said District and attested under Seal by me as Secretar},,
at a properly convened meeting of said Commission held on Augustgy’,/l;77,
as shown by the officia].' records. of said District in my custody and under
x;:y control.

IN TESTIMONY WHEREOF, witness my signature as ‘Secre(:ary and

the official Séal of said District this :Z&Jdafr of August, 1977.

‘. Secretary

“(séal-of District)
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Rural Development Bonds, Series 1997




PENDLETON COUNTY WATER DISTRICT

RURAL DEVELOPMENT REVENUE BONDS ISSUE DATE 4/2/1998
SERIES 1997 MATURITY DATE 12/1/2037
INTEREST RATE 5.125%
ORIGINAL ISSUE $747,000.00

Payment Principal Interest Principal Principal

Date Due Due & Interest Balance
Balance on 12/1/2010 680,500.00
6/1/2011 17,437.81 680,500.00
12/1/2011 9,000.00 17,437.81 43,875.63 671,500.00
6/1/2012 17,207.19 671,500.00
12/1/2012 9,500.00 17,207.19 43,914.38 662,000.00
6/1/2013 16,963.75 662,000.00
12/1/2013 10,500.00 16,963.75 44,427.50 651,500.00
6/1/2014 16,694.69 651,500.00
12/1/2014 11,000.00 16,694.69 44,389.38 640,500.00
6/1/2015 16,412.81 640,500.00
12/1/2015 12,000.00 16,412.81 4482563 628,500.00
6/1/2016 16,105.31 628,500.00
12/1/2016 12,500.00 16,105.31 44,710.63 616,000.00
6/1/2017 15,785.00 616,000.00
12/1/2017 13,500.00 156,785.00 45,070.00 602,500.00
6/1/2018 15,439.06 602,500.00
12/1/2018 14,500.00 15,439.06 45,378.13 588,000.00
6/1/2019 15,067.50 588,000.00
12/1/2019 15,500.00 15,067.50 45,635.00 572,500.00
6/1/2020 14,670.31 572,500.00
12/1/2020 16,500.00 14,670.31 45,840.63 556,000.00
6/1/2021 14,247.50 556,000.00
12/1/2021 18,000.00 14,247.50 46,495.00 538,000.00
6/1/2022 13,786.25 538,000.00
12/1/2022 19,000.00 13,786.25 46,572.50 §19,000.00
6/1/2023 13,299.38 519,000.00
12/1/2023 20,500.00 13,299.38 47,098.75 498,500.00
6/1/2024 12,774.06 498,500.00
12/1/2024 22,000.00 12,774.06 47,548.13 476,500.00
6/1/2025 12,210.31 476,500.00
12/1/2025 23,500.00 12,210.31 47,920.63 453,000.00
6/1/2026 11,608.13 453,000.00
12/1/2026 25,000.00 11,608.13 48,216.25 428,000.00
6/1/2027 10,967.50 428,000.00
12/1/2027 27,000.00 10,967.50 48,935.00 401,000.00
6/1/2028 10,275.63 401,000.00
12/1/2028 29,000.00 10,275.63 49,551.256 372,000.00
6/1/2029 9,532.50 372,000.00
12/1/2029 31,000.00 9,5632.50 50,065.00 341,000.00
6/1/2030 8,738.13 341,000.00
12/1/2030 33,000.00 8,738.13 50,476.25 308,000.00
6/1/2031 7,892.50 308,000.00
12/1/2031 35,500.00 7,892.50 51,285.00 272,500.00
6/1/2032 6,982.81 272,500.00
12/1/2032 38,000.00 6,982.81 51,965.63 234,500.00
6/1/2033 6,009.06 234,500.00
12/1/2033 40,500.00 6,009.06 52,518.13 194,000.00
6/1/2034 4,971.25 194,000.00
12/1/2034 43,500.00 4,971.25 53,442.50 150,500.00
6/1/2035 3,856.56 150,500.00
12/1/2035 47,000.00 3,856.56 54,713.13 103,500.00
6/1/2036 2,652.19 103,500.00
12/1/2036 50,000.00 2,652.19 55,304.38 53,500.00
6/1/2037 1,370.94 53,500.00
12/1/2037 53,500.00 1,370.94 56,241.88 0.00

Totals 680,500.00 625,916.25 1,306,416.25




UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY
COUNTIES OF PENDLETON AND CAMPBELL

PENDLETON COUNTY WATER DISTRICT
\E WATERWORKS REVENUE BOND, SERIES 1997 g
g NUMBER e 125% &) PmncieaLAMouNT  fx

KNOW ALL MEN BY THESE PRESENTS: That the Pendieton County Water District (the “District”), acting by and through its Board of Commissioners (the *Commission®), a public body corporate in Pendleton and Campbeli Counties,
Kentucky, for vaiue received hereby promises to pay to UNITED STATES OF AMERICA, acting by and through the U.S. DEPARTMENT OF AGRICULTURE, 771 Corparate Drive, Suite 200, Lexington, Kentucky 40503-5477, the registered
assigns, the principal sum of

SEVEN HUNDRED FORTY-SEVEN THOUSAND DOLLARS ($747,000)

on the first day of December, in years and installments as foliows: hereby made for a description of the nature and extent of the security thereby created, the nghts and limitations of nghts of the

registered owner of this Bond, and the nghts, obligations and duties of the District, for the purpose of financing the cost (not

pENnnnEnnnannEpnnnInannEaEs

y . . otherwise provided) of the construction of extensions, additions and imp to the ing waterworks system of the
P e
Payment ?L;e Principal ayment Due  Principal Payment Dua  Principal Payment Due Principal :3;1":; gs-asjt:';:i;t-i;\g waterworks system, together with said extensions, additions and improvements, being hereinafter referred
2000 $4,000 2010 $ 8,500 2020 $16,500 2030 $33,000 i ) § . ) .
g 2001 4,500 201 9,000 2021 18,000 2031 35,500 Distr This Bond ra;ks on a parity as to security and source of pay:nant with cantain omstgndmg Pendleton)Coumy Water
g 2002 5,000 2012 9,500 2022 19,000 2032 38.000 istrict Wa}erwoﬂs eve'nue Bonds of 1977, dated May 26, 1978 (the Bond§ of 19777, authonzaq by a Resolution adopted by
] 2003 5,000 2013 10,500 2023 20,500 2033 40,500 the Commission of the Distnct on August 22, 1977 (the *1977 Bond Resolution”); and the outstanding Pendieton County Watar
2004 5,500 2014 11,000 2024 22,000 2034 43,500 District Waterworks Revenue Bonds of 1987, dated February 25, 1988 (the "Bonds of 19877), authorized by a Resolution
2005 6.000 2015 12,000 2025 23.500 2035 47,000 adopted by the Commission of t.he Distnct on April 13, 1987 4(tha *1987 Bond Rasolution”); [hareinafta_r the Bonds of 1977 and
2006 6,500 2016 12,500 2026 25,000 2036 50,000 Bonds of 1987 shall be collectively referred to as the "Prior Bonds™, and the 1977 Bond Resolution and the 1987 Bond
; 2007 6,500 2017 13,500 2027 27,000 2037 53,500 Resolution, shall be collectively referred to as the "Pror Bond Resclution”]. Accordingly, this Bond, together with any bonds
] 2008 7.500 2018 14,500 2028 29,000 ranking on & parity herewith, is payabls from and secured by a pledge of the gross revenues 1o be denved from the operation of
2009 7,500 2019 15,500 2029 31,000 the System.
L . A P ., - . 1 o o
and in like manner, solely from said fund, o pay & onthe b of said principal sum from tims to time remaining unpaid,’ {FURTHER PROVISIONS OF THIS BOND ARE SET FORTH ON THE REVERSE HEREOF]

nEEpnEORnEnnannnnnnn
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at the interest Rate specified above, semiannually on the first days of June and December in each year, beginning with the first
June or December after the date of this Bond; until said sum is paid, except as the provisions hereinafter set Torth with respect to
prepayment may be and bacome applicable harsto, both principal and interest being payable, without deduction for exchangs or
collection charges, in lawful money of the United States of Ameri K  fegisterad ownar shown_on the
registration book of the District. et 5 i

This Bond is issued by the District under and in full compliancs with
Kentucky, inciuding Chapters 58 and 74 of the Kentucky Revised Statutes (coll y the "Act”), and pursuant {0 a duly adopled
Bond Rasolution of the District authorizing same (the *Current Bond Hesoiution*), to which Current Bond Resolution referance is

Attest:

Secretary

GHEHGLHGEERGEGEGEREEREEEERENRLN

WESTERFIELD-BONTE CQ., INC., LOUISVILLE, KY.

1t 1s hersby cartibed, recned and declared that all acts, conditions and things required to exist, happen and be performed
precedent o and in the issuance g/;pis Bond, do exist, have happened and have been performed in due time, form and manner
a5 required by law, and that the face amourd of this Bond, together with all other obligations of the Distnict, does not axceed any
fimit prascribed by the Gonstmmog or Statutes of the Commonweatth of Kentucky. .~
b IN WITNESS WHEREOF said Pendieton County Water District, by iis Board of Commssioners, has caused this Bond to

be executed by its Chairman, its Corporate seal to be hersunto affixed, and aftested by its Secratary, on the date of this Bond,
which is

PENDLETON COUNTY WATER DISTRICT
Pendieton and Campbell Counties, Kentucky

Chainnan

AR EEE G EE R
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BOND RESOLUTION
PENDLETON COUNTY WATER DISTRICT
AUTHORIZING

PENDLETON COUNTY WATER DISTRICT
WATERWORKS REVENUE BONDS, SERIES 1997

IN THE AMOUNT OF

$747,000
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BOND RESOLUTION

RESOLUTION OF THE PENDLETON COUNTY WATER DISTRICT OF
PENDLETON AND CAMPBELL COUNTIES, KENTUCKY, AUTHORIZ-
ING AND PROVIDING FOR THE ISSUANCE AND SALE OF $747,000
PRINCIPAL AMOUNT OF PENDLETON COUNTY WATER DISTRICT
WATERWORKS REVENUE BONDS, SERIES 1997 FOR THE PURPOSE
OF FINANCING THE COST (NOT OTHERWISE PROVIDED) OF THE
CONSTRUCTION OF EXTENSIONS, ADDITIONS AND IMPROVEMENTS
TO THE EXISTING WATERWORKS SYSTEM OF SAID DISTRICT;
SETTING FORTH TERMS AND CONDITIONS UPON WHICH SAID
BONDS MAY BE ISSUED AND OUTSTANDING; PROVIDING FOR THE
COLLECTION, SEGREGATION AND DISTRIBUTION OF THE REVE-
NUES OF SAID WATERWORKS SYSTEM; AND PROVIDING FOR AN
ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS.

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

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

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

WHEREAS, it is the desire and intent of the District at this time to authorize and provide
for the issuance of revenue bonds in the principal amount of $747,000 (the "Current Bonds"), for
the purpose of financing the cost (not otherwise provided) of the construction of extensions,
additions and improvements to the System of the District, in accordance with plans and
specifications prepared by PDR Engineers, 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 so as to rank
on a parity basis with the Prior Bonds, and

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



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

WHEREAS, the proceeds of the Current Bonds will be supplemented by connection
charges in the amount of at least $14,100, to provide the total cost of such construction,

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE PENDLETON COUNTY WATER DISTRICT OF PENDLETON
AND CAMPBELL COUNTIES, KENTUCKY, AS FOLLOWS:



~

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

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

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

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

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

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

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

"Bonds of 1977" or "Series 1977 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds of 1977, dated May 26, 1978, in the original authorized
principal amount of $263,000.

"Bonds of 1987" or "Series 1987 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds of 1987, dated February 25, 1988, in the original authorized
principal amount of $273,000.

"Bond Resolution of 1977" or "1977 Bond Resolution” refer to the Resolution authorizing
the Bonds of 1977, duly adopted by the Board of Commissioners of the District on August 22,
1977.

"Bond Resolution of 1987" or "1987 Bond Resolution" refer to the Resolution authorizing
the Bonds of 1987, duly adopted by the Board of Commissioners of the District on April 13,

1987.

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

"Code" refers to the Internal Revenue Code of 1986, as amended, and the Treasury
Regulations relating thereto.
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"Commission" refers to the Board of Commissioners of the District, or such other body
as shall be the governing body of said District under the laws of Kentucky at any given time.

"Construction Account” refers to the Pendleton County Water District Construction
Account, created in Section 301(B) of this Current Bond Resolution.

"Contractors” refers to the general contractors who have been employed by the District
to construct the Project.

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

"Current Bonds" refers to the $747,000 of Pendleton County Water Distyict Waterworks
Revenue Bonds, Series 1997 authorized by this Resolution, to be dated as of the date of issuance
thereof.

"Depository Bank" refers to the bank, which shall be a member of the FDIC, which bank
is United Kentucky Bank of Pendleton County, Inc., Falmouth, Kentucky, or its successor.

"Depreciation Fund" refers to the Pendleton County Water District Depreciation Fund,
described in Section 402 of this Resolution.

"District” refers to the Pendleton County Water District of Pendleton and Campbell
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 PDR Engineers, Inc., or a member of said firm, or their successors.

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

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

"Fiscal Year" refers to the annual accounting period of the District, beginning on
December | and ending on November 30 of each year.

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

"Government" refers to the United States of America, or any agency thereof, including
the RD.
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"Independent Consulting Engineer" refers to a consulting engineer or a firm of consulting
engineers of recognized excellent reputation in the field of waterworks system engineering, and
such definition includes the Engineers named above.

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

"Local Counsel" refers to C. Donald Wells, Esq., Falmouth, Kentucky, or any other
attorney or firm of attorneys designated by the District.

"Multiple Advances" refers to the advance of loan funds from the RD as described in

Section 302 of this Resolution. .

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

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

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

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

"Prior Bonds" refers collectively to the Series 1977 Bonds and the Series 1987 Bonds.

"Prior Bond Resolution"” refers collectively to the 1977 Bond Resolution and the 1987
Bond Resolution.

"Project” refers specifically to the construction of the currently proposed extensions,
additions and improvements to the System of the District, which Project is being financed by the
Current Bonds and by other funds. .
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"Purchaser" refers to the agency, person, firm or firms, or their successors, to whom the
Current Bonds herein authorized are awarded at the public sale of the Current Bonds.

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

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

"Revenue Fund" refers to the Pendleton County Water District Waterworks Revenue Fund,
described in Section 401 of this Resolution.

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

"Sinking Fund" refers to the Pendleton County Water District Sinking Fund, described in
Section 401 of this Resolution.

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

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

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

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

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

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

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

Section 105. Authorization of Bonds. The District has heretofore determined that the
total cost of the Project, including preliminary expenses, land and rights-of-way, engineering
expense, capitalized interest during construction, legal and administrative costs, Eublication costs,
initial deposits required and all incidental expenses, will not exceed $761,100. Therefore, it is
hereby determined to be necessary in order for the District to finance the cost (not otherwise
provided) of the Project that the District issue a total of $747,000 of Current Bonds, based on the
following calculation:

Total cost of Project $761,100
Less:

Connection Charges 14,100

Total Non-Bond Funds: (14.100)
Balance to be financed by Current Bonds $747,000

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project,
under the provisions of the Act, there is hereby authorized to be issued and sold $747,000
principal amount of Pendleton County Water District Waterworks Revenue Bonds, Series 1997.

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 June 1 and December 1
of each year, provided that the first interest payment period will cover interest only from the date
of delivery of the Current Bonds to the ensuing June 1 or December 1, as the case may be.
Principal of the Current Bonds shall be payable on December 1 of each of the respective years
until maturity, as set out in Section 201 hereof.
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Section 106. Recognition of Prior Bonds. The District hereby expressly recognizes and
acknowledges that the District has previously created for the benefit and protection of the owners

of the Prior Bonds, a certain lien and pledge and certain security rights relating to the System,
all as set forth in the Prior Bonds and in the Prior Bond Resolution.

Section 107. Current Bonds Shall be Pavable on Qut 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 payable solely on a first lien basis out of the gross
revenues of the System, on a parity with the Prior Bonds.

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 authority of any court. ¢
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ARTICLE 2. THE BONDS; BOND FORM; PREPAYMENT.

Section 201. Principal Pavments. 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 Form. The 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 requirements as to transferability), registered as to pnnc1pa1 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 form
of such Current Bond. The Current Bonds shall be executed on behalf of the District by the
manual or facsimile signature of the Chairman 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 of the 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 December 1, 2007 , shall not
be subject to prepayment. Principal maturities falling due on and after December 1, 2007 , shall
be subject to prepayment by the District on any interest payment date falling on and after
December 1, 2006, 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.



ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING;
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS.

Section 301. Construction Account: 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 custodian 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 $92,000 (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 $92,000, 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
acknowledged 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 shall not be the
Purchaser of the Current 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
necessity 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 of Proceeds 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 of the sale and delivery of the Current Bonds. 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 excess of the amount necessary to pay the interest, principal
and costs referred to in subparagraph B(1) of this Section, such excess amount shall
immediately be deposited in the "Pendleton County Water District Construction Account”
hereby created, which shall be established at the Depository Bank. Simultaneously with
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or prior to the delivery of the Current Bonds, there shall also be deposited in the
Construction Account the proceeds of the District contribution in the minimum amount
of $14,100 (less any amounts theretofore used for authorized purposes), to supplement the
proceeds of the Current Bonds in order to assure completion of the Project.

(3) Withdrawal of Funds From Construction Account. 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 Chairman, 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 (1) a Requisition Certificate; and (2) invoices and/or parnal payment
estimates bearing the written approval of the Engineers and the Chairman (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 construction, the District shall disburse Construction Account funds
in a manner consistent with RD Instruction 1942-A.

The District shall prepare and submit any and all RD Forms 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 Sinking Fund. There shall
be transferred from the Construction Account an amount sufficient to provide for
capitalized interest (initially estimated at $15,000) 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 Sinking Fund.

(5) Investment of Funds in Construction Account. Pending
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
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costs of the Project (as determined by the Engineers, the Chairman and the RD), provided
that to the extent that any amounts on deposit in said Depository Bank shall cause the
total deposits of the District in said Depository Bank 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 conformity with Section 66.480 of the Kentucky
Revised Statutes. Investments in Certificates of Deposit may be made only if a separate
RD Form 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 investments 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 required 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, in the case of any Contractor, that
he has paid his suppliers and subcontractors. Any exceptions must be authorized under
RD Instruction 1942-A.

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

If there is a balance remaining in the Construction Account after such
Additional Construction, such balance shall be transferred to the Sinking Fund, whereupon
said Construction Account shall be closed. Such remaining balance in the Construction
Account so transferred to the 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 falling due in any year on the Bonds will be
transferred to the Depreciation Fund.

Section 302. Interim Financing Authorization.
A. Interim Financing. The District shall use interim financing for the Project

during 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 of up to the aggregate sum of $747,000 from the Interim Lender
is hereby authorized; and the Chairman 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 shall 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 $747,000.
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 $747,000 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 additional 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 the 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
otherwise, of bond anticipation notes to the most favorable bidder on the open market, by
concurrent or subsequent proceedings of the District.

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

If the RD agrees to make Multiple Advances to the District pending the delivery
of the Current Bonds, the Chairman is hereby authorized to execute in the name and on behalf
of the District any number of Notes. Each such Note, evidencing an advance of funds by the RD
to the District, shall be in the form 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 be requested 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) deposited into the Construction Account and disbursed in accordance with the provisions of
Section 301 hereof, in which event amounts 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 the 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
Outstanding 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 the 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 that (1) 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
assure 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 Bonds, the Chairman 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, including the execution of necessary and/or desirable certifications
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of the type contemplated by Section 148 of the Code in 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 "arbitrage bonds". ‘
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ARTICLE 4. FLOW OF FUNDS.

Section 401. Funds. There was heretofore created in the Prior Bond Resolution the
following funds and accounts:

(a) Pendleton County Water District Waterworks Revenue Fund

(b)  Pendleton County Water District Sinking Fund

(c) Pendleton County Water District Depreciation Fund

(d)  Pendleton County Water District Operation and Maintenance Fund

All of the Funds shall be maintained with the Depository Bank so long as any Bonds
remain outstanding.

Section 402. Flow of Funds. All proceedings preliminary to and in cornection with the
issuance of the Qutstanding Bonds, including provisions made for (i) the receipt, custody and
application of the proceeds of the Outstanding Bonds; (ii) the operation of the System on a
revenue-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 Outstanding Bonds and
(v) the depreciation of the System; and all other covenants for the benefit of Bondowners set out
in the Prior Bond Resolution, are hereby ratified and confirmed and 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 full 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 specified in the Prior Bond Resolution, as hereinafter modified by
this Resolution, all as permitted by the Act, and in accordance with previous contractual
commitments.

B. Sinking Fund. It is hereby recognized that the District is obligated upon
the issuance of the Current Bonds to provide for additional debt service requirements of the
Current Bonds.

At or after the delivery of the Current Bonds, there shall be transferred from the
Construction Account to the Sinking Fund an amount sufficient to provide for capitalized interest
(initially estimated at $15,000) on the Current Bonds during the construction of the Project, 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.

16



There shall be transferred from the Revenue Fund and deposited into the Sinking
Fund on or before the 20th day of each month, for payment of interest on and principal of the
Outstanding Bonds, a sum equal to the total of the following:

(1)  An amount equal to one-sixth (1/6) of the next succeeding six-month
interest payment to become due on the Bonds, plus

(2) A sum equal to one-twelfth (1/12) of the principal of any Bonds maturing
on the next succeeding December 1.

If the District for any reason shall fail to make any monthly deposit as required, then an
amount equal to the deficiency shall be set apart and deposited into the Sinking Fund out of the
first available revenues in the ensuing months, which amount shall be in additiop to the monthly
deposit otherwise required during such’succeeding months. Whenever there shall accumulate in
the Sinking Fund amounts in excess of the requirements during the next twelve months for paying
the principal of and interest due on the Outstanding Bonds, as same fall due, such excess may
be used for redemption or prepayment of any Outstanding Bonds, subject to the terms and
conditions set forth therein, prior to maturity.

C. Depreciation Fund. Pursuant to the provisions of the Prior Bond
Resolution which requires that an adjustment be made in the Depreciation Fund upon the issuance
of bonds ranking on a parity with the Prior Bonds, it is hereby determined that upon the issuance
of the Current Bonds, and upon completion of the Project, as certified by the Engineers and by
the RD, there shall next be transferred from the Revenue Fund the sum of at least $840 (increased
from 3$360) each month which shall be deposited into the Depreciation Fund until there is
accumulated in such Depreciation Fund the sum of at least $104,000 (increased from $46,400),
which amount shall be maintained, and when necessary, restored to said sum of $104,000, so long
as any of the Bonds are outstanding and unpaid.

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 collected from potential customers (except the amounts
necessary to pay the actual costs and service connections 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
extraordinary 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
improvements to the System which will either enhance its revenue-producing capacity or will
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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.

D. Operation and Maintenance Fund. There shall next be transferred
monthly 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.

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

F. 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
terms 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.

G. 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 Depre-
ciation 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 con-
verted 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 amount
shall be continuously secured by a valid pledge of U.S. Obligations, having an equivalent market
value, in conformity with Section 66.480 of the Kentucky Revised Statutes.

If the RD has purchased any of the Outstanding Bonds, investments in Certificates
of Deposit may be made only if a separate RD Form 402-4 Agreement is executed. Any such
investments 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. All 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 all 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 bond or bonds or by a pledge
of U.S. Obligations, having 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 Bonds. It is heréby 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 the RD to the effect that the RD agrees to the issuance of
the Current Bonds ranking on a parity as to security and source of payment with the Prior Bonds,
all of which are owned by the RD, together with (ii) a certification signed by the RD to the effect
that a legend has been typed, stamped or otherwise affixed on each of the Prior Bonds held by
the RD, evidencing the agreement of the RD as the then Owner of the Prior Bonds, to the
issuance of the Current Bonds so as to rank on a parity with the Prior Bonds, such legend to be
in substantially the following form:

The holder of this Bond has consented to the issuance of $747,000
of Pendleton County Water District Waterworks Revenue Bonds,
Series 1997 ranking on a parity as to security and source of
payment with this Bond.

Accordingly, it is hereby found and declared that the Current Bonds shall rank and be
payable on a parity with said outstanding Prior Bonds from the gross income and revenues of the
System.
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ARTICLE 5. COVENANTS OF DISTRICT

Section 501. Rates and Charges. The District shall charge such rates and charges for
all services 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 services
rendered by the System without first filing with the Secretary a certification of an Independent
Consulting Engineer that 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
reduction is proposed, as such annual'net revenues are adjusted, after taking ‘nto account the
projected reduction in annual net revenues anticipated to result from any such proposed rate
decrease, are equal to not less than 120% 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; Audit. The District shall maintain proper records
and accounts relating to the 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 accounts 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 shall 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 other times to the RD and to any Bondowner requesting the same.

Section 503. System to Continue to be Operated on Fiscal Year Basis; Annual
Budget. While any of the Bonds are outstanding and unpaid, and to the extent permitted 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 shall be mailed to any Bondowner who may request in writing
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a copy of such 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. The District covenants that the operating ex-
penses incurred in any year will not exceed the reasonable and necessary amounts therefor, and
that the District 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 Dlstnct shall prepare
an estimate of gross revenues to be derived from the operation of the System for said Fiscal Year,
and, to 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
Commission shall hold an open hearing not later than thirty (30) days before the beginning of
the ensuing Fiscal Year, at which time any Bondowner 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 Bondowner 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 perform 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;
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(3) It will segregate the revenues and income from the System and make
application thereof consistent with and as provided by this Resolution;

(4)  Unless the written consent of the Owners of a majority of the principal
amount of the 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) It will maintain in good condition and continuously operate the System and
appurtenances thereto and will charge such rates and charges for the
services rendered thereby so that the gross income and Yevenues 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 damage in 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. Other Covenants Applicable So Long as RD Owns Any Bonds. So long
as the RD shall own any of the Bonds, the District shall comply with such RD regulations,

requirements and requests as shall be made by the RD, including the furnishing of operating and
other financial statements, in 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 may specify,
with insurance carriers acceptable to the RD and compliance with all of the terms and conditions
of the Loan Resolution (RD Form 1942-47) adopted and executed by the District, which is hereby
authorized, approved, ratified and confirmed.

Section 506. 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 Engineers 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 insure same in an amount recommended by the Engineers, without the
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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. INFERIOR BONDS AND PARITY BONDS

Section 601. Inferior Bonds. Except as hereinafter provided below in this Article, the
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from
the revenues of the System unless the security and/or pledge of the revenues and statutory
mortgage lien 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 long as the RD owns any of
the Bonds, and provided further that, after the initial completion of the Projegt, 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. Paritv 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
Project 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 has obtained a certification 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 Government is as the Owner of the Prior
Bonds at that time or the consent of any other Owners of the Prior Bonds,
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 privilege, of issuing additional
Parity Bonds, but only under the conditions specified in the Current Bond Resolution, which
conditions are as follows:

The District further reserves the right to add new waterworks facilities and/or to finance
future extensions, additions and improvements to the System by the issuance of one or more
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additional 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:

(@)  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 payable in approximately equal annual installments.

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

(1)  any revisions in the System’s schedule of rates or charges being
imposed on or before the 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) Compliance 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:

(@)  Adjust the monthly amount to be deposited into the Sinking 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 establishing such
Depreciation Fund, taking into account the 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 December 1 of each
year in which principal falls due and payable as to interest on June 1 and December 1 of
each year until the final maturity of such Parity Bonds.

Section 605. Prepayment Provisions Applicable to Paritv Bonds. If, in connection
with any subsequently issued series of Parity Bonds, 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 Outstanding Bonds in advance of scheduled
maturity, it is agreed and understood, for so long as the Government owns any of the Qutstanding
Bonds, that no such prepayment will be effected without the approval of the RD.

Section 606. Consent of the RD Regarding 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. Prioritv_of Lien: Permissible Disposition of Surplus 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 time
permanently abandon the use of, or sell at fair market value, any part of the facilities of the

System, provided that:

(@)  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 of bonds in advance of maturity; or (2) replacement
of the facility so disposed of by another facility, the revenues of which
shall 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 long 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 payable, 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 ontained 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.

()  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.

28



.~

ARTICLE 8. CONTRACTUAL PROVISIONS; MISCELLANEOUS PROVISIONS.

Section 801. Resolution Contractual with Bondowners. The provisions of this Resolu-
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 any purpose not 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) this 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. All 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 issued and delivered at different times.

Section 803. District Obligated to Refund Current Bonds Owned by Government
Whenever Feasible; Defeasement Prohibited. So long as the Government is the Owner of any

of the Current Bonds, if it appears to the Government that the District is able to refund such
Current Bonds in whole or in part, 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 loans 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
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terminating 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 Execu-

tion 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). ¢

() Loan Resolution (RD Form 1942-47).

()  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 (10) days
after the date of adoption of this Resolution and in the event that (1) 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 forthwith, 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 easements,
rights-of-way and/or sites for completion of the Project and whenever the necessary deed is not
obtained by negotiation at least ten (10) days prior to the date on which construction is con-
templated 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 easements, rights-of-way and/or sites, or if the District is unable to obtain the approval of
the RD for any such payment, the Commission shall take all reasonably necessary actions, within
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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 shall be offered publicly for
sale upon 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", 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 of publishing notice of the sale of the Current Bonds. Copies of
such documents shall 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 Districf may readvertise
the sale pursuant to this Resolution.

Section 902. Adjustment in Maturities, Prepavment Provisions and Other Dates,
with Consent of Purchaser if Deliverv 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 is in the District’s best interest to change the
maturities, the applicable prepayment date or any other dates, the District may adjust the same
by a Resolution of the Commission approving the adjustments.
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ARTICLE 10. CONCLUDING PROVISIONS

Section 1001. Covenant of District to _Take All Necessary 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
taxation, the District covenants to and with the Owners of the Current Bonds to take the

following action:

(@) The District will (1) 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 Curfent 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 "qualified tax-exempt obligations” within the meaning of
Section 265(b)(3) of the 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 limited to the Note, issued pursuant to
Section 302 hereof as "qualified tax-exempt obligations".

(c)  The District further certifies that the Current Bonds and any and all interim
financing obligations of the District 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, that 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 Depository Bank, 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 investments 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 installment, to the extent required, to be made no later than
sixty (60) days following the date on which funds sufficient for the complete retirement
of the Current Bonds are deposited with any escrow agent. The District further covenants
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to file any and all reports, if any, as may be required to be filed with the Government
with regard to the liability or non-liability of the District as to any such rebate
requirements and to maintain records in regard thereto for the period of time required by
applicable Treasury regulations.

Section 1002. Severability Clause. [fany section, paragraph, clause or provision of this
Resolution shall be held invalid, the invalidity of such section, paragraph, clause or provision

shall not affect any of the remaining provisions of this Resolution, which shall continue in full
force and effect.

Section 1003. All Provisions in Conflict Repealed. All motions, resolutions and orders,
or parts thereof, in 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 securéd 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 rescinded, 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 Immediatelv Upon Adoption. This Resolution shall take effect
and be effective immediately upon its adoption.

Adopted this May 8, 1997.

PENDLETON COUNTY WATER DISTRICT

Lee.,. L.
)

(Seal of District)

Attest:
/%/v /%Wg/?w

Secretary
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CERTIFICATION

I, H. T. Ammerman, hereby certify that I am the duly qualified and acting Secretary of
the Pendleton County Water District of Pendleton and Campbell Counties, Kentucky, and that the
foregoing Resolution is a true copy of a Resolution duly adopted by the Board of Commissioners
of said District, signed by the Chairman of said District and attested under Seal by me as
Secretary, at a properly convened meeting of said Board of Commissioners held on May 8, 1997,
as shown by the official records of said District in my custody and under my control.

I 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 has not been modified, amended, revoked or

repealed, and that same is now in full force and effect. .

IN TESTIMONY WHEREOF, witness my signature as Secretary and the official Seal of

the District this May 8, 1997.
~ -

A Secretary

(Seal of District)
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EXHIBIT A

Schedule of Principal Payments

Payment Due Principal Payment Due Principal
December 1 Payment December 1, Payment
2000 $4,000 2019 15,500
2001 4,500 2020 16,500
2002 5,000 2021 18,000
2003 5,000 2022 19,000
2004 5,500 2023 20,500
2005 6,000 2024 ¢ 22,000
2006 6,500 2025 23,500
2007 6,500 2026 25,000
2008 7,500 2027 27,000
2009 7,500 2028 29,000
2010 8,500 2029 31,000
2011 9,000 2030 33,000
2012 9,500 2031 35,500
2013 10,500 2032 38,000
2014 11,000 2033 40,500
2015 12,000 2034 43,500
2016 12,500 2035 47,000
2017 13,500 2036 50,000

2018 14,500 2037 53,500



EXHIBIT B
(FORM OF FULLY REGISTERED BOND)

UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY
COUNTIES OF PENDLETON AND CAMPBELL
PENDLETON COUNTY WATER DISTRICT
WATERWORKS REVENUE BONDS, SERIES 1997

No. R- Interest Rate: % $
KNOW ALL MEN BY THESE PRESENTS:

That the Pendleton County Water District (the "District"), acting by and through its Board
of Commissioners (the "Commission"), a public body corporate in Pendleton and Campbell
Counties, Kentucky, for value 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 (3 ),

on the first day of December, in years and installments as follows:
Year Principal Year Principal Year Principal

[Here the printer of the Current Bond 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 June and December in each year, beginning with the first June or December 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 applicable 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.



This Bond is issued by the District under and in full compliance with the Constitution and
Statutes of the Commonwealth of Kentucky, including Chapters 58 and 74 of the Kentucky
Revised Statutes (collectively the "Act"), 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 "System").

This Bond ranks on a parity as to security and source of payment with certain outstanding
Pendleton County Water District Waterworks Revenue Bonds of 1977, dated May 26, 1978 (the
"Bonds of 1977"), authorized by a Resolution adopted by the Commission of the District on
August 22, 1977 (the "1977 Bond Resolution"); and the outstanding Pendleton County Water
District Waterworks Revenue Bonds of 1987, dated February 25, 1988 (the "Bonds of 1987"),
authorized by a Resolution adopted by the Commission of the District on April 13, 1987 (the
"1987 Bond Resolution"); [hereinafter the Bonds of 1977 and Bonds of 1987 shall be collectively
referred to as the "Prior Bonds", and the 1977 Bond Resolution and the 1987 Bond Resolution,
shall be collectively referred to as the "Prior Bond Resolution"]. Accordingly, this Bond, together
with any bonds ranking on a parity herewith, is payable from and secured on a rank on a parity
with lien basis by a pledge of the gross revenues to be derived from the operation of the System.

This Bond has been issued in full compliance with the Current Bond Resolution and the
Prior Bond Resolution; and this Bond, and any bonds ranking on a parity therewith that may be
issued and outstanding under the conditions and restrictions of the Current Bond Resolution and
the Prior 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 "Pendleton County Water District Sinking
Fund", created in the Prior 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 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
aforesaid Act for the security and source of payment of the Prior 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 Bonds, this Bond and all other bonds
ranking 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 as to
security and source of payment with this Bond in order to complete the Project, and to finance
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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 hereof,
after which it shall be transferable only upon presentation to the Secretary of the District as the
Bond Registrar, with a written transfer duly acknowledged by the registered owner or his duly
authorized attorney, which transfer shall be noted upon this Bond and upon the book of the
District kept for that purpose.

The District, at its option, shall have the right to prepay, on any interest payment date on
and after December 1, 2006, 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 Dollars ($100), as the District may determine, at a price in an
amount equivalent to the principal amount to be prepaid plus accrued intereét 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 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 registered owner of this Bond.

So long as the registered owner of this Bond is the United States of America, 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 other provision of this Bond or with any provision of
the Current Bond Resolution, the registered owner may, at his option, institute all rights and
remedies provided by law or by said Current Bond Resolution.

It is hereby certified, recited and declared that all acts, conditions 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, form 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 Pendleton County Water District, by its Board of
Commissioners, has caused this Bond to be executed by its Chairman, its corporate seal to be
hereunto affixed, and attested by its Secretary, on the date of this Bond, which is

PENDLETON COUNTY WATER DISTRICT
Pendleton and Campbell Counties, Kentucky

By, [C ezjow»/Q,wt

Chairman

Aftest:

Y i &

Secretary

(Seal of District)

PROVISION FOR REGISTRATION

This Bond shall be registered on the registration book of the District kept for that purpose
by the Secretary, as Bond Registrar, upon presentation hereof to said Secretary, who shall make
notation of such registration in the registration blank, and this Bond may thereafter be transferred
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to
be made on said book and endorsed hereon.

ASSIGNMENT
Date of Name of Signature
Registration Registered Owner of Bond Registrar

For value received, this Bond is hereby assigned, without recourse and subject to all of
its terms and conditions, unto , this day of >

By:
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KY Rural Water Revenue Bonds, Series 2001




PENDLETON COUNTY WATER DISTRICT

KENTUCKY RURAL WATER REVENUE BONDS

SERIIES 2001

Payment
Date

Original Issue

2/1/2011
8/1/2011
21112012
8/1/2012
2/1/2013
8/1/2013
2/1/2014
8/1/2014
20172015
8/1/2015
2/1/2016
8/1/2016
2/172017
8/1/2017
2/1/2018
8/1/2018
2/1/2019
8/1/2019
2/1/2020
8/1/2020
2/1/2021
8/1/2021
21172022
8/1/2022
2/1/2023
8/1/2023
21172024

Totals

ISSUE DATE 6/27/2001
MATURITY DATE 1/1/2024
INTEREST RATE 5.0998%
ORIGINAL ISSUE $374,000.00

Principal Interest Principal Principal

Due Due & Interest Balance
273,000.00
14,000.00 7,297.88 259,000.00
6,937.38 28,235.26 259,000.00
14,000.00 6,937.38 245,000.00
6,576.88 27,514.26 245,000.00
16,000.00 6,576.88 229,000.00
6,164.88 28,741.76 229,000.00
17,000.00 6,164.88 212,000.00
5,695.25 28,860.13 212,000.00
18,000.00 5,695.25 194,000.00
5,198.00 28,893.25 194,000.00
19,000.00 5,188.00 175,000.00
4,673.13 28,871.13 175,000.00
20,000.00 4673.13 155,000.00
4,120.63 28,793.76 155,000.00
21,000.00 4,120.63 134,000.00
3,540.50 28,661.13 134,000.00
23,000.00 3,540.50 111,000.00
2,905.13 29,445.63 111,000.00
25,000.00 2,905.13 86,000.00
2,214.50 30,119.63 86,000.00
26,000.00 2,214.50 60,000.00
1,545.00 29,759.50 60,000.00
19,000.00 1,545.00 41,000.00
1,055.75 21,600.75 41,000.00
20,000.00 1,055.75 21,000.00
540.75 21,596.50 21,000.00
21,000.00 540.75 21,540.75 0.00

273,000.00 109,633.44 382,633.44




ASSISTANCE AGREEMENT
BETWEEN
KENTUCKY RURAL WATER FINANCE CORPORATION
AND

PENDLETON COUNTY WATER DISTRICT

This document was prepared by:

RUBIN & HAYS

Kentucky Home Trust Building
450 South Third Street
Louisville, Kentucky 40202
(502) 569-7525
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ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of the 27th day of June, 2001 (the

"Assistance Agreement") by and between the Kentucky Rural Water Finance Corporation, a non-
profit corporation and instrumentality of the various entities of the Commonwealth of Kentucky (the
"Issuer") and the Pendleton County Water District, of Pendleton and Campbell Counties, Kentucky

(the "Governmental Agency"):

WITNESSETH

WHEREAS, the Issuer has established its Public Projects Flexible Term Program (the
"Program”) designed to provide financing for the expansion, addition and improvements of public
projects for governmental entities under which the Issuer has determined to issue under its Kentucky
Rural Water Finance Corporation Multimodal Public Projects Revenue Bonds (Flexible Term
Program), Series 2001, dated April 4, 2001 (the "Bonds") pursuant to a Trust Indenture dated as of
April 4, 2001 (the "Indenture") between the Issuer and Fifth Third Bank, trustee (the "Trustee"), the
net proceeds of which will be applied for the benefit of such governmental entities by making loans,

pursuant to Assistance Agreements; and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable to
finance improvements to the Governmental Agency's waterworks system and to refinance and
currently refund certain outstanding indebtedness of said Governmental Agency (the "Project"), and
the Issuer has determined that the Project is a project within the meaning of the Act and the
Indenture, thereby qualifying for financial assistance from the Issuer; and

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

WHEREAS, the Governmental Agency has designated the Issuer as its instrumentality and
agency; and

WHEREAS, pursuant to this Assistance A greement the Governmental Agency will proceed
with the Project; and

WHEREAS, the Governmental Agency, presently owns and operates the waterworks system
(the "System") of said Governmental Agency; and

WHEREAS, the Governmental Agency has heretofore issued its Pendleton County Water
District Waterworks Revenue Bonds of 1987, dated February 25, 1988 (the "Series 1987 Bonds") in
the original principal amount of $273,000, authorized by a resolution adopted by the Board of
Commissioners (the "Governing Body") on April 13, 1987 (the "1987 Bond Legislation"); and

WHEREAS, the Governmental Agency has heretofore incuired certain indebtedness to
Farmers National Bank, Butler, Kentucky (the "Bank Loan"); and



WHEREAS, the Governmental Agency has found and determined that it is in the public
interest to refinance and currently refund the Series 1987 Bonds and to pay down the balance on the

Bank Loan in order to achieve interest savings; and

WHEREAS, the Governmental Agency has heretofore issued its Prior Bonds (as hereinafter
defined); and

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

rank, when issued, on a parity with the outstanding Prior Bonds; and

WHEREAS, it is deemed necessary and advisable for the best interests of the Governmental
Agency that it enter into this Assistance Agreement with the Issuer in order to borrow funds (the

"Loan") in the amount of $374,000 [the "Obligations"], for the purpose of providing funds for the
refinancing of the Series 1987 Bonds arid Bank Loan and for the Project, and to reaffirm the
conditions and restrictions whereunder similar bonds or obligations may be subsequently issued

ranking on a parity therewith; and

WHEREAS, under the provisions of Sections 58.010 through 58.140, inclusive, of the
Kentucky Revised Statutes, and under the provisions of the Prior Bond Legislation, the
Governmental Agency is authorized to enter into this Assistance Agreement and to borrow the

Obligations to provide such funds for the purpose aforesaid; and

WHEREAS, the Issuer is willing to cooperate with the Governmental Agency in making
available the Loan pursuant to the Act and the Indenture to be applied to the Project upon the
conditions hereinafter enumerated and the covenants by the Governmental Agency herein contained;

and

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

NOW, THEREFORE, FOR AND IN CONSIDERATION OF THE MUTUAL
COVENANTS HEREIN SET FORTH, THE LOAN HEREBY EFFECTED AND OTHER GOOD
AND VALUABLE CONSIDERATION, THE RECEIPT OF WHICH IS HEREBY
ACKNOWLEDGED BY EACH PARTY, THE PARTIES HERETO MUTUALLY COVENANT
AND AGREE, EACH WITH THE OTHER AS FOLLOWS:
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Section 1. Definitions. As used in this Assistance Agreement, unless the context requires

otherwise:

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

"4ssistance Agreement" refers to this Assistance Agreement authorizing the Loan and the
Obligations.

"Bank Loan" refers to the District’s outstanding balance on a line of credit from the Farmers
National Bank, Butler, Kentucky.

"Bond Counsel" refers to a nationally recognized firm of Bond Counsel which firm has
prepared the legal proceedings for the Obligations, has furnished all of the customary services of
Bond Counsel in this financing and will continue to furnish such services until the Obligations are
delivered and paid for, including the rendering of the final approving legal opinion with regard to the
legality of the Obligations and the tax exemption of the interest thereon.

"Bond Legislation of 1977" or "1977 Bond Legislation" refers to the resolution authorizing
the Series 1977 Bonds, which was adopted by the Governing Body on August 22, 1977.

"Bond Legislation of 1987" or "1987 Bond Legisiation" refers to the resolution authorizing
the Series 1987 Bonds, which was adopted by the Governing Body on April 13, 1987.

"Bond Legislation of 1997" or "'1997 Bond Legislation" refers to the resolution authorizing
the Series 1997 Bonds, which was adopted by the Governing Body on May 8, 1997.

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

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

"Bonds of 1977" or "Series 1977 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds of 1977, dated May 26, 1978, in the original authorized

principal amount of $263,000.

"Bonds of 1987" or "Series 1987 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds of 1987, dated February 25, 1988, in the original authorized
principal amount of $273,000.

"Bonds of 1997" or "Series 1997 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds, Series 1997, dated April 2, 1998, in the original authorized

principal amount of $747,000.
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"Certified Public Accountants" refers to an independent Certified Public Accountant or firm
of Certified Public Accountants, duly licensed in Kentucky and knowledgeable about the affairs of

the System and/or of other Governmental Agency financial matters.

"Code" refers to the United States Internal Revenue Code of 1986, as amended, and any

regulations issued thereunder.

"Compliance Group" refers to the Compliance Group identified and defined in the Indenture.

"Depository Bank" refers to the bank or banks in which the Funds referred to in this
Assistance Agreement will be deposited and maintained as the depository(ies) for such Funds; as

determined by the Governmental Agency.

"Depreciation Fund" refers to the Pendleton County Water District Depreciation Fund
created in the Prior Bond Legislation and which Depreciation Fund will continue to be maintained

for the benefit of all of the Bonds.

"Engineer" or "Independent Consulting Engineer" refers to an Independent Consulting
Engineer or firm of Engineers of excellent national reputation or of recognized excellent reputation

in Kentucky in the fields of waterworks and sewer engineering.

" Funds" refers to the Revenue Fund, the Sinking Fund, the Operation and Maintenance Fund,
the Depreciation Fund and the Governmental Agency Account.

"Governmental Agency" refers to the Pendleton County Water District.

"Governmental Agency Chief Executive" refers to the Chairman of the Governmental
Agency.

"Governmental Agency Clerk" refers to the Secretary of the Governmental Agency.

"Governing Body" means the Board of Commissioners of the Governmental Agency or such

other body as shall be the governing body of said Governmental Agency under the laws of Keritucky

at any given time.

"Indenture" means the Trust Indenture, dated as of April 4, 2001, as originally executed or as
it may from time to time be supplemented, modified or amended by any supplemental mortgage, by

and between the Issuer and the Trustee.

" Interest Payment Date" shall mean the 1¥ day of each month, commencing July 1,2001 and
continuing through and including January 1, 2024 or until the Loan has been paid in full.

"Issuer" refers to the Kentucky Rural Water Finance Corporation.
4



"Obligations" refers to the Loan authorized by this Assistance Agreement in the principal
amount of $374,000.

"Operation and Maintenance Fund' refers to the "Pendleton County Water District
Operation and Maintenance Fund" created in the Prior Bond Legislation and which Operation and
Maintenance Fund will continue to be maintained for the benefit of the System.

"Outstanding Bonds" refers collectively to all outstanding Prior Bonds, the outstanding
Obligations and any outstanding Parity Bonds, and does not refer to any bonds which have been

defeased.

"Parity Bonds" means bonds issued in the future, which will, pursuant to the provisions of
this Assistance Agreement, rank on a basis of parity with the Obligations and shall not be deemed to
include, nor to prohibit the issuance of, bonds ranking inferior in security to the Obligations.

" Permitted Investments" refers to investments of funds on deposit in the various funds created

herein and includes:

direct obligations of the United States of America (including obligations issued or
held in book-entry form on the books of the Department of the Treasury of the
United States of America) or obligations the timely payment of the principal of and
interest on which are fully guaranteed by the United States of America, including
instruments evidencing an ownership interest in securities described in this clause

1);

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

(1

Federal Home Loan Bank System, Export-Import Bank of the United States, F ederal
Financing Bank, Federal Land Banks, Government National Mortgage Association,
Federal Home Loan Mortgage Corporation or Federal Housing Administration;

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

€)

invested;

4 certificates of deposit of, or time deposits in, any bank (including the Trustee or the
Bank) or savings and loan association (a) the debt obligations of which (or in the case
of the principal bank of a bank holding company, the debt obligations of the bank
holding company of which) have been rated at least equal to the rating assigned to
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(10)

the Bonds by each Rating Agency then rating the Bonds or (b) which are fully
insured by the Federal Deposit Insurance Corporation or (c) which are secured at all
times, in the manner and to the extent provided by law, by collateral security
(described in clause (1) or (2) of this definition) of a market value (valued at least
quarterly) of no less than the amount of money so invested;

shares in any investment company registered under the Federal Investment
Governmental Agency Act of 1940 whose shares are registered under the Federal
Securities Act of 1933 and whose only investments are government securities
described in clause (1) or (2) of this definition and repurchase agreements fully
secured by government securities described in clause (1) or (2) of this definition

and/or other obligations rated AAA by S&P;

tax-exempt obligations of any state of the United States, or political subdivision
thereof, which are rated AA or better by S&P or mutual funds invested only in such

obligations;

units of a taxable or nontaxable government money-market portfolio composed of
U.S. Government obligations and repurchase agreements collateralized by such

obligations;
commercial paper rated A-1 or A-1+ by S&P;

corporate notes or bonds with one year or less to maturity rated in one of the two
highest Rating Categories by S&P; or

shares of mutual funds, each of which shall have the following characteristics:

(i) The mutual fund shall be an open-end diversified investment company
registered under the Federal Investment company Act of 1940, as amended;

(i) The management company of the investment company shall have been in
operation for at least five (5) years; and

(iif) All of the securities in the mutual fund shall be in investments in any one
or more of the investments described in (1) and (3) above.

"Prior Bond Legislation" refers collectively to the 1977 Bond Legislation and the 1997 Bond

Legislation.

"Prior Bonds" refers collectively to the Series 1977 Bonds and the Series 1997 Bonds.



"Project" refers to the refinancing and current refunding of the Governmental Agency's
Series 1987 Bonds and the Bank Loan with the proceeds of the Obligations, and the construction of

additions, extensions and improvements to the System.

"Program" refers to the Issuer's Public Projects Flexible Term Program designed to provide
financing for the expansion, addition and improvements of public projects for governmental entities.

"Program Administrator" refers to the Kentucky Rural Water Association, Inc., Bowling
Green, Kentucky.

"Program Reserve Fund" refers to the Reserve Fund created and established pursuant to
Section 4.2 of the Indenture.

"Record Date" shall mean with respect to any Interest Payment Date, the close of business on
the 15" day next preceding such Interest Payment Date, whether or not such day is a business day.

"Requisition Certificate" means the form attached hereto as Exhibit C to be utilized by the
Governmental Agency in obtaining disbursements of the Loan from the Governmental Agency

Account as construction of the Project progresses.

"Revenue Fund" refers to the Pendleton County Water District Waterworks Revenue Fund
created in the Prior Bond Legislation and which Revenue Fund will continue to be maintained for the

benefit of all of the Bonds.

"Sinking Fund" refers to the Pendleton County Water District Sinking Fund created in the
Prior Bond Legislation and which Sinking Fund will continue to be maintained for the benefit of all

of the Bonds.

"System" refers to the Governmental Agency's waterworks system, together with all future
extensions, additions and improvements to said System.

"Treasurer" refers to the Treasurer of the Governmental Agency.

"Trustee" refers to Fifth Third Bank, Cincinnati, Ohio.

"U.S. Obligations" refers to bonds, notes, or Treasury Bills which are direct obligations of the
United States of America or obligations fully guaranteed by the United States of America, including
book-entry obligations of the United States Treasury-State and Local Government Series, and Trust
Receipts representing an ownership interest in direct obligations of the United States.

Section 2. Reaffirmation of Declaration of Waterworks System. That all proceedings

heretofore taken for the establishment of and the supplying of water service in and to said
Governmental Agency as a municipal waterworks system are hereby in all respects ratified and
confirmed; and so long as any of the obligations hereinafter authorized or permitted to be issued
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remain outstanding, said System shall be owned, controlled, operated and maintained for the security
and source of payment of said obligations. Said System is hereby declared to constitute a public
project within the meaning and application of Sections 58.010 to 58.140, inclusive, of the Kentucky

Revised Statutes.

Section 3. Authorization of Obligations; Place of Payment; Manner of Execution. That
pursuant to the Constitution and laws of Kentucky, and particularly said Sections 58.010 to 58.140,
inclusive of the Kentucky Revised Statutes, the Governimental Agency hereby authorizes the
borrowing of $374,000 from the Program, for the purpose of providing funds for the Project. Said
Obligations shall mature on each January ! beginning January 1, 2002 and continuing thereafter
through and until January 1, 2024, in such principal amounts, and shall bear interest payable on the
Interest Payment Dates, commencing July 1, 2001 in the maturities and at the interest rates set forth

in Exhibit A attached hereto.

The principal of, redemption price, if any, and interest on the Obligations shall be payable in
lawful money of the United States of America on the Interest Payment Dates, beginning July 1, 2001
to the Trustee for the Program. Such payment shall be made by the Governmental Agency from
funds on deposit in the Sinking Fund pursuant to the ACH Debit Direct Payment Method (the "ACH
Debit Direct Payment Method") as described and detailed in the ACH Debit Direct Payment
Authorization Form (the "ACH Authorization Form") attached hereto as Exhibit B. The ACH
Authorization Form shall be completed, signed and forwarded to the Trustee prior to the

Governmental Agency receiving any of the proceeds of the Loan.

Pursuant to the ACH Debit Direct Payment Method, there shall be transferred to the Trustee
on or before the first day of each month, from the Sinking Fund, the amounts hereinafter specified:

An amount equal to one-sixth (1/6) of the interest becoming due on the Obligations

(D
on the next succeeding interest due date [provided that for the first seven payments
one-seventh (1/7) of the interest due on the Obligations on the next succeeding
interest due date], and subject to a credit for the amount on deposit in the Sinking
Fund transferred thereto on the date of issue of the Obligations; plus

(2)  An amount equal to one-twelfth (1/12) of the principal amount of all Obligations

maturing on the next succeeding January 1 [provided that for the first seven
payments one-seventh (1/7) of the principal due on the Obligations on January 1,

2002].

In addition, in the event the Issuer is required to withdraw moneys from the Program Reserve
Fund established pursuant to the Indenture to pay the principal of and interest on the Obligations and
any other payments due under this Assistance Agreement on behalf of the Governmental Agency
(the "Reserve Withdrawal"), the Governmental Agency shall pay to the Trustee, in each month,
pursuant to the ACH Debit Direct Payment Method an amount equal to at least 1/12 of the Reserve
Withdrawal, plus accrued interest thereon at the rate equal to the highest rate of interest paid by the
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investments making up the Program Reserve Fund until such Reserve Withdrawal has been

replenished.

Section 4. Redemption. (@) Optional Redemption. Subject to the prior written approval of
the Compliance Group, Obligations maturing on or after January 1, 2012, are subject to redemption,
in whole or in part, at any time, by the Governmental Agency prior to their stated maturities, on any
date falling on or after January 1, 2011, upon payment of the principal amount to be redeemed plus
accrued interest to the date of redemption, on the dates, subject to redemption premium stated as a

percentage of the principal amount to be redeemed, as follows:

Redemption
Redemption Dates (Inclusive) Price
January 1, 2011 through December 31, 2011 102%
January 1, 2012 through December 31, 2012 101%
100%

January 1, 2013 and thereafter

In the event that the Governmental Agency desires to optionally redeem a portion of its Obligations,
such redemption shall be in a denomination equal to $5,000 or any integral multiple thereof.

(b) Notice of Redemption. The Governmental Agency shall give the Issuer and the Trustee
notice of any redemption by sending at least one such notice by first class United States mail not less

than 45 and not more than 90 days prior to the date fixed for redemption.

All of said Obligations as to which the Governmental Agency reserves and exercises the right
of redemption and as to which notice as aforesaid shall have been given, and for the retirement of
which, upon the terms aforesaid, funds are duly provided, will cease to bear interest on the

redemption date.

Section 5. Obligations Payable Out of Revenues on a Parity with Prior Bonds. All of
the Obligations and Prior Bonds, together with the interest thereon and such additional bonds
ranking on a parity therewith heretofore issued and outstanding and that may be hereafter issued and
outstanding from time to time under the conditions and restrictions hereinafter set forth, shall be
payable out of the Sinking Fund, as heretofore created in the Prior Bond Legislation and as
hereinafter more specifically provided and shall be a valid claim of the holder thereof only against
said fund and the fixed portion or amount of the income and revenues of the System of said

Governmental Agency pledged to said fund.

Section 6. Compliance with Parity Coverage Requirements of the Prior Bond
Legislation. It is hereby declared that in accordance with the provisions of the Prior Bond
Legislation, and prior to the issuance of any of the Obligations hereby authorized, there will be
procured and filed with the Governmental Agency Clerk of said Governmental Agency any and all
statements or certifications for the purpose of having both principal and interest on the Prior Bonds
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and the Obligations hereby authorized payable on a parity from the income and reyvenues of said
System with said outstanding Prior Bonds.

Section 7. Flow of Funds. All proceedings preliminary to and in connection with the
issuance of the Prior Bonds, whereby provision was made for the receipt, custody, and application of
the proceeds of the Prior Bonds; for the operation of said System on a revenue-producing basis; for
the segregation, allocation, and custody of the revenues derived from the operation of the System;
and for the enforcement and payment of the Prior Bonds; and all other covenants for the benefit of
the bondholders set out in the Prior Bond Legislation, are hereby ratified and confirmed and shall
continue in force and inure to the security and benefit of the Bonds, the same as if such provisions
and proceedings were repeated in full herein; provided, further, that, hereafter, the income and
revenues of the System shall be collected, segregated, accounted for, and distributed as follows:

A. Revenue Fund. The Governmental Agency 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 Governmental Agency only for the
purpose and in the manner and order of priorities specified in the Prior Bond Legislation, as
hereinafter modified by this Assistance Agreement, all as permitted by the Act, and in accordance

with previous contractual commitments.

B. Sinking Fund. It is hereby recognized that the Governmental Agency is
obligated upon the issuance of the Obligations to provide for additional debt service requirements of

the Obligations.

There shall be transferred from the Revenue Fund and deposited into the Sinking
Fund on or before the 20th day of each month, for payment of interest on and principal of the
Outstanding Bonds, including the Obligations, a sum equal to the total of the following:

€)) An amount equal to one-sixth (1/6) of the next succeeding six-month interest
payment to become due on the Outstanding Bonds, plus

(2) A sum equal to one-twelfth (1/12) of the principal of any Outstanding Bonds
maturing on the next succeeding principal payment date.

If the Governmental Agency for any reason shall fail to make any monthly deposit as
required, then an amount equal to the deficiency shall be set apart and deposited into the Sinking
Fund out of the first available revenues in the ensuing months, which amount shall be in addition to
the monthly deposit otherwise required during such succeeding months. Whenever there shall
accumulate in the Sinking Fund amounts in excess of the requirements during the next twelve
months for paying the principal of and interest due on the Outstanding Bonds, as same fall due, such
excess may be used for redemption or prepayment of any Outstanding Bonds, subject to the terms

and conditions set forth therein, prior to maturity.
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C. Depreciation Fund. Pursuant to the provisions of the Prior Bond Legislation,

there shall next be transferred from the Revenue Fund a sum sufficient, each month, to maintain a
balance in said Depreciation Fund of at least the sum required by the Prior Bond Legislation, which

shall be deposited into the Depreciation Fund.

Moneys in the Depreciation Fund may be withdrawn and used by the Governmental
Agency, upon appropriate certification of the Governing Body, in accordance with the provisions of

the Prior Bond Legislation, for the purpose of paying the cost of unusual or extraordinary
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 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.

D. Operation and Maintenance Fund. There shall next be transferred monthly
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 Governmental Agency's annual budget.

E. 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 terms of
this Assistance Agreement or to the Sinking Fund to be applied to the maximum extent feasible, to

the prompt purchase or redemption of Outstanding Bonds.

Provided, however, notwithstanding anything to the contrary in any Prior Bond Legislation,
the Governmental Agency shall be allowed a credit to the extent of moneys on deposit in the
Program Reserve Fund for the purpose of meeting any parity requirements in any Prior Bond
Legislation; subject however, to the limitation that moneys in the Program Reserve Fund may only
be used to make payments of the Government Agency due under this Assistance Agreement, if
necessary, and; provided further, that the Trustee may not seek payment for any reserve funds held
by the Governmental Agency under any Prior Bond Legislation for payment of any amounts due

from the Governmental Agency under this Assistance Agreement.

Section 8. Disposition of Proceeds of the Looan; Governmental Agency Account. Upon
(i) the execution of this Assistance Agreement, (ii) the deliverance of this Assistance Agreement to
the Trustee, (iii) certification of the Compliance Group that the Loan is to be accepted in the
Program, and (iv) upon receipt by the Governmental Agency of the proceeds of the Obligations, the

proceeds shall be applied as follows:
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(a) Disposition of the Proceeds. There shall first be deducted and paid from the proceeds of
the Obligations the fees and costs incurred by the Governmental Agency and any other pertinent
expenses incident to the issuance, sale and delivery of the Obligations and such other appropriate
expenses as may be approved by the Governmental Agency Chief Executive, including but not
limited to the Governmental Agency's pro rata share of the Program's fees and expenses.

The balance shall be deposited to the Governmental Agency Account to be used to construct
the Project.

(b) Governmental Agency Account. It is hereby acknowledged that a fund entitled
"Pendleton County Water District Governmental Agency Account" (the "Governmental Agency
Account") has been created and maintained by the Trustee pursuant to the Indenture; and the amount
on deposit in said Governmental Agency Account shall be applied to the extent necessary, to pay the
cost of additions and improvements to and the construction of the Project.

Investment income derived from investment of the Governmental Agency Account, which
shall be invested in Permitted Investments in accordance with this Assistance Agreement, shall, as

received, be deposited in the Governmental Agency Account.

The Trustee shall be obligated to send written notice to the Governmental Agency of the need
for investment directions if and whenever funds in excess of $50,000 shall remain uninvested for a
period of more than five days. In the absence of written direction from the Governmental Agency
with respect to investment of moneys held in the Governmental Agency Account, the Trustee is
hereby directed to invest funds in money market mutual funds of the Trustee or its affiliates that

qualify as Permitted Investments under this Assistance Agreement.

Payment from the Governmental Agency Account for costs in connection with the Project
shall be made only upon a Requisition Certificate delivered to the Trustee which has been approved
by the Engineers having charge of supervising such acquisition, improvement and construction, and
countersigned by the Governmental Agency Chief Executive, said Engineers to certify in each
instance that the Requisition Certificate represents a sum actually earned by and due to the proposed
payee under a contract with said Governmental Agency for work performed and/or materials
furnished in connection with the Project, or represents a sum necessary to be expended for land
and/or rights of way necessary to be acquired by the Governmental Agency in connection with said

Project.

No expenditure shall be made from the Governmental Agency Account except for proper and
authorized expenses relating to the acquisition, improvement and construction of the Project in
accordance with the contracts, plans and specifications approved by the Governmental Agency.

After completion of the Project, as certified by the Engineers, any balance then remaining on

deposit in the Governmental Agency Account shall, subject to any and all applicable legal provisions
and applicable arbitrage regulations necessary to assure the exemption of interest on the Obligations
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from Federal income taxation, upon orders of the Governing Body, be transferred to the Sinking
Fund, to be used for the purposes thereof.

Section 9. Arbitrage Limitations. (1) The Governmental Agency covenants that neither the
proceeds of the Obligations, nor "Non-Exempt Revenues" of the System, as defined below, will be
invested in investments which will produce a net adjusted yield in excess of the net interest cost
(effective yield) of the Obligations, if such investment would cause such Obligations to be treated as
"arbitrage bonds" within the meaning of Section 148 of the Internal Revenue Code, as amended, and
the applicable regulations thereunder; provided, however, that such proceeds and/or revenues may be
invested to whatever extent and whenever the Code and/or applicable regulations permit same to be
invested without causing the Obligations to be treated as "arbitrage bonds."

(2)  "Non-Exempt Revenues" within the meaning of the foregoing shall be deemed to
refer to revenues of the System deposited in any of the funds earmarked for or reasonably expected
to be used for the payment of debt service on the Obligations, in excess of "Exempt Revenues,"

which Exempt Revenues are:

(2) amounts deposited in the Sinking Fund for the purpose of paying debt service on any
Obligations against the System within thirteen (13) months from the date of deposit;

and

(b)  amounts deposited in the Depreciation Fund or any similar reserve for replacements,
reasonably expected to be used for extensions, additions, improvements or
replacements to the System, and not reasonably expected to be used to pay debt
service (even if pledged to be used to pay debt service in the event of the unexpected

inadequacy of other funds pledged for that purpose).

(3)  If, and to the extent that any Non-Exempt Revenues are on deposit and are available
for investment by reason of the foregoing, such funds shall be subject to the investment limitations

set out in Section 9(1) above.

On the basis of information furnished to the Governmental Agency, on known facts,
circumstances and reasonable expectations on the date of enactrment of this Assistance Agreement,
the Governmental Agency certifies as follows:

(a) That it is not expected or contemplated that the proceeds of the Obligations will be
used or invested in any manner which will cause any of the Obligations to be treated
as "arbitrage bonds" within the meaning of Section 148 of the Code and the

applicable regulations thereunder.

That it is not expected or contemplated that the Governmental Agency will make any
use of the proceeds of the Obligations, which, if such use had been reasonably
anticipated on the date of issuance of the Obligations, would have caused the

Obligations to be arbitrage bonds.
13
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That it is expected and contemplated that the Governmental Agency will comply with
(i) all of the requirements of Section 148 of the Code; and (ii) all of the requirements
of the applicable regulations thereunder, to whatever extent is necessary to assure that

the Obligations will not be treated as arbitrage bonds.

(©

That it is anticipated that amounts on deposit in the Sinking Fund will be used within
13 months from the date of deposit for the payment of debt service on the
outstanding Obligations and all Prior Bonds payable from said Sinking Fund.

(d)

That amounts accumulated in the Sinking Fund shall not exceed the limitations set
forth in this Assistance Agreement.

(e)

That it is not reasonably anticipated that amounts accumulated in the Depreciation
Fund will be used for payment of debt service-on any bonds payable from the
revenues of the System, even though such Depreciation Fund will be so available if
necessary to prevent a default in the payment of principal and interest on such bonds.

®

Prior to or at the time of delivery of the Obligations, the Governmental Agency Chief
Executive and/or the Governmental Agency Treasurer are authorized to execute the appropriate
certification with reference to the matters referred to above, setting out all known and contemplated
facts concerning such anticipated investment of the proceeds of the Obligations, including the
execution of necessary and/or desirable certifications of the type contemplated by the Code and
applicable regulations, as amended, in order to assure that interest on the Obligations will be exempt
from all federal income taxes and that the Obligations will not constitute or be treated as arbitrage

bonds.

Section 10. Parity Bonds. The Obligations shall not be entitled to priority one over the
other in the application of the income and revenues of the System, regardless of the time or times of
their issuance, it being the intention that there shall be no priority among the Obligations, regardless
of the fact they may be actually issued and delivered at different times, and provided further that the
lien and security of and for any bonds or obligations hereafter issued that are payable from the
income and revenues of the System, shall, except as set out herein, be subject to the priority of the
Prior Bonds and the Obligations as may from time to time be outstanding; provided the
Governmental Agency has in said Prior Bond Legislation reserved the right and privilege, and does
hereby reserve the right and privilege, of issuing additional bonds from time to time payable from
the income and revenues of the System ranking on a parity with the Prior Bonds and with the
Obligations, but only under the conditions specified in the Prior Bond Legislation, which conditions

are hereinafter repeated, taking into account the issuance of the Obligations.

The Governmental Agency reserves the right to finance future extensions, additions, and/or
improvements to the System by the issuance of one or more additional series of bonds to be secured
by a parity lien on and ratably payable from, the revenues of the System pledged to the Prior Bonds

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

(b) The Governmental Agency is in compliance with all covenants and undertakings in
connection with all of the bonds then outstanding and payable from the revenues of the System or

any part thereof.

(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 120% of the average annual debt service requirements for principal and interest on
all Outstanding Bonds payable from the revenues of the System, including such requirements of the
Prior Bonds, the Current Bonds, any Parity Bonds then outstanding 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 payable in approximately equal

annual installments.

(d) The "annual net revenues" referred to above may be adjusted for the purpose of the

foregoing computations to reflect:

(i) any revision in the schedule of rates or charges being imposed at the time of the
issuance of any such additional Parity Bonds, and

(ii) any increase in the "annual net revenues” to be realized from the proposed
extensions, additions, and/or 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 a Certified Public Accountant.

(e) Reference is made to the necessity of obtaining the written consent of the United States
Department of Agriculture Farmers Home Administration or its successor [the "FHA"] for the
issuance of future bonds encumbering the System while the FHA holds any bonds payable from the

revenues of the System.

The Governmental Agency hereby covenants and agrees that in the event any additional
Parity Bonds are issued, the Governmental Agency shall:

(1) Adjust the monthly amount to be deposited into the Sinking Fund on the same basis as
that prescribed in the provisions establishing such Sinking Fund, to reflect the annual debt service

requirements of the additional Parity Bonds; and
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(2) Adjustthe minimum annual amount to be deposited monthly into the Depreciation Fund
on the same basis as that prescribed in the provisions establishing such Depreciation Fund, taking
into account the future debt service requirements of all first lien bonds which will then be

outstanding against the System.

The Governmental Agency reserves the right to issue parity bonds to refund or refinance any
part or all of the Prior Bonds and the Obligations, provided that prior to the issuance of such
additional parity bonds for that purpose, there shall have been procured and filed with the
Governmental Agency Clerk of the Governmental Agency a statement by a Certified Public
Accountant, as defined herein, reciting the opinion based upon necessary investigation that:

(a) after the issuance of such parity bonds, the annual net revenues, as adjusted and
defined above, of the then existing system for the fiscal year preceding the date of issuance
of such Parity Bonds, after taking into account the revised debt service requirements
resulting from the issuance of such Parity Bonds and from the elimination of the Bonds being
refunded or refinanced thereby, are equal to not less than 120% of the average annual debt
service requirements then scheduled to fall due in any fiscal year thereafter for principal of
and interest on all of the then outstanding Bonds payable from the revenues of the System,

calculated in the manner specified above; or

(b) in the alternative, that the average annual debt service requirements for the Prior
Bonds, the Obligations, any previously issued Parity Bonds and the proposed refunding
Parity Bonds, in any year of maturities thereof after the redemption of the Bonds scheduled
to be refunded through the issuance of such proposed refunding Parity Bonds, shall not
exceed the maximum debt service requirements applicable to the then outstanding Prior
Bonds, the Obligations and any previously issued Parity Bonds for any year prior to the
issuance of such proposed Parity Bonds and the redemption of the Bonds to be refunded.

Section 11. Rates and Charges for Services of the System. While any Bonds are
outstanding and unpaid, the rates for all services of the System rendered by the Governmental
Agency to its citizens, corporations, or others requiring the same, shall be reasonable and just, taking
into account and consideration the cost and value of said System, the cost of maintaining and
operating the same, the proper and necessary allowances for depreciation thereof, and the amounts
necessary for the retirement of the outstanding Bonds and the accruing interest on all such Bonds as
may be outstanding under the provisions of this Assistance Agreement and the Prior Bond
Legislation, and there shall be charged such rates and amounts as shall be adequate to meet all
requirements of the provisions of this Assistance Agreement. Prior to the issuance of the Obligations
a schedule of rates and charges for the services rendered by the System to all users adequate to meet
all requirements of this Assistance Agreement has been established and adopted.

The Governmental Agency covenants that it will not reduce the rates and charges for the
services rendered by the System without first filing with the Governmental Agency Clerk a
certification of an Independent Consulting Engineer or a Certified Public Accountant that the annual
net revenues (defined as gross revenues less current expenses) of the then existing System for the
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fiscal year preceding the year in which such reduction is proposed, as such annual net revenues are
adjusted, after taking into account the projected reduction in annual net revenues anticipated to result
from any such proposed rate decrease, are equal to not less than 120% 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 10 hereof.

The Governmental Agency also covenants to cause a report to be filed with the Governing
Body within four months after the end of each fiscal year by a Certified Public Accountant, setting
forth the precise debt service coverage percentage of the average annual debt service requirements
falling due in any fiscal year thereafter for principal of and interest on all of the then Outstanding
Bonds payable from the revenues of the System, produced or provided by the net revenues of the
System in that fiscal year, calculated in the manner specified in Section 10 hereof; and the
Governmental Agency covenants that if and whenever such report so filed shall establish that such
coverage of net revenues for such year was less than 120% of the average annual debt service
requirements, the Governmental Agency shall increase the rates by an amount sufficient, in the
opinion of such Certified Public Accountant, to establish the existence of or immediate projection of,

such minimum 120% coverage.

Section 12. All Obligations of this Issue Are Equal. The Obligations authorized and
permitted to be issued heréunder, and from time to time outstanding, shall not be entitled to priority
one over the other in the application of the income and revenues of the System regardless of the time
or times of their issuance, it being the intention that there shall be no priority among the Obligations,
the Prior Bonds and any Parity Bonds authorized or permitted to be issued under the provisions of
this Assistance Agreement, regardless of the fact that they may be actually issued and delivered at

different times.

Section 13. Defeasance and/or Refunding of Obligations. The Governmental Agency
reserves the right, at any time, to cause the pledge of the revenues securing the outstanding
Obligations to be defeased and released by paying an amount into an escrow fund sufficient, when
invested (or sufficient without such investment, as the case may be) in direct obligations of or
obligations guaranteed by the United States of America, including book entry obligations and trust
receipts representing an ownership in direct obligations of the United States of America, to assure
the availability in such escrow fund of an adequate amount (a) to call for redemption and to redeem
and retire all of such outstanding Obligations, both as to principal and as to interest, on the next or
any optional redemption date, including all costs and expenses in connection therewith, and to pay
all principal and interest falling due on the outstanding Obligations to and on said date, or (b) to pay
all principal and interest requirements on the outstanding Obligations as same mature, without
redemption in advance of maturity, the determination of whether to defease under (a) or (b) or both
to be made by the Governing Body. Such Permitted Investments shall have such maturities as to
assure that there will be sufficient funds for such purpose. If such defeasance is to be accomplished
pursuant to (a), the Governmental Agency shall take all steps necessary to publish the required notice
of the redemption of the outstanding Obligations and the applicable redemption date. Upon the
proper amount of such investments being placed in escrow and so secured, such revenue pledge shall
be automatically fully defeased and released without any further action being necessary.
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Section 14. Contractual Nature of Assistance Agreement. The provisions of this
Assistance Agreement shall constitute a contract between the Governmental Agency and the Issuer;
and after the issuance of any of such Obligations, no change, variation or alteration of any kind in the
provisions of this Assistance Agreement, nor of the Prior Bond Legislation, shall be made in any
manner except as herein or therein provided until such time as all of the Bonds authorized thereby
and the interest thereon have been paid or provided for in full, or as otherwise provided herein;
provided (a) that the Governing Body may enact legislation for any other purpose not inconsistent
with the terms of this Assistance Agreement, and which shall not impair the security of the Issuer
and/or for the purpose of curing any ambiguity, or of curing, correcting or supplementing any
defective or inconsistent provisions contained herein or in any ordinance or other proceedings

pertaining hereto.

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

Tts duties as Trustee shall be as follows:

() To register all of the Obligations in the names of the Issuer;

2) To cancel and destroy (or remit to the Governmental Agency for destruction,
if so requested by the Governmental Agency) all exchanged, matured, retired and redeemed
Obligations, and to maintain adequate records relevant thereto;

(3)  Toremit, but only to the extent that all required funds are made available to
the Trustee by the Governmental Agency, semiannual interest payments directly to the

Issuer's accounts for the Program;

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

(5)  To supply the Governmental Agency with a written accounting evidencing the
payment of interest on and principal of the Obligations within thirty (30) days following each

respective due date.

The Trustee shall be entitled to the advice of counsel and shall be protected for any acts taken
by it in good faith in reliance upon such advice. The Trustee shall not be liable for any actions taken
in good faith and believed by it to be within its discretion or the power conferred upon it by this
Assistance Agreement, or the responsibility for the consequences of any oversight or error in

judgment.

The Trustee may at any time resign from its duties set forth in this Assistance Agreement by

filing its resignation with the Governmental Agency Clerk and notifying the Issuer. Thereupon, the
Issuer shall notify the Governmental Agency of a successor Trustee which shall be an incorporated
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bank or trust company authorized to transact business in the United States of America.
Notwithstanding the foregoing, in the event of the resignation of the Trustee, provision shall be made
for the orderly transition of the books, records and accounts relating to the Obligations to the
successor Trustee in order that there will be no delinquencies in the payment of interest or principal

due on the Obligations.

Section 16. Provisions in Conflict Repealed. All ordinances, resolutions and orders, or
parts thereof, in conflict herewith are, to the extent of such conflict, hereby repealed; and it is hereby
specifically ordered and provided that any proceedings heretofore taken for the issuance of other
bonds payable or secured in any manner by all or any part of the income and revenues of the System,
or any part thereof, and which have not heretofore been issued and delivered, are hereby revoked and

rescinded, and none of such other bonds shall be issued and delivered.

Section 17. Covenant of Governmental Agency to Take All Action Necessary to Assure
Compliance with the Internal Revenue Code of 1986. In order to assure purchasers of the
Obligations that interest thereon will continue to be exempt from federal and Kentucky income
taxation (subject to certain exceptions set out below), the Governmental Agency covenants to and
with the Issuer that (1) the Governmental Agency will take all actions necessary to comply with the
provisions of the Code, (2) the Governmental Agency will take no actions which will violate any of
the provisions of the Code, or would cause the Obligations to become "private activity bonds" within
the meaning of the Code, (3) none of the proceeds of the Obligations will be used for any purpose
which would cause the interest on the Obligations to become subject to federal income taxation, and
the Governmental Agency will comply with any and all requirements as to rebate (and reports with
reference thereto) to the United States of America of certain investment earnings on the proceeds of

the Obligations.

The Governmental Agency reserves the right to amend this Assistance Agreement but only
with the consent of the Issuer (i) to whatever extent shall, in the opinion of Bond Counsel, be
deemed necessary to assure that interest on the Obligations shall be exempt from federal income
taxation, and (ii) to whatever extent shall be permissible (without jeopardizing such tax exemption or
the security of such owners) to eliminate or reduce any restrictions concerning the investment of the
proceeds of these Obligations, or the application of such proceeds or of the revenues of the System.
The purchasers of these Obligations are deemed to have relied fully upon these covenants and
undertakings on the part of the Governmental Agency as part of the consideration for the purchase of
the Obligations. To the extent that the Governmental Agency obtains an opinion of nationally
recognized bond counsel to the effect that non-compliance with any of the covenants contained in
this Assistance Agreement or referred to in this Assistance Agreement would not subject interest on
the Obligations to federal income taxes or Kentucky income taxes, the Governmental Agency shall

not be required to comply with such covenants or requirements.

This Assistance Agreement is enacted in contemplation that Bond Counsel will render an
opinion as to exemption of principal of the Obligations from Kentucky ad valorem taxation and as to
exemption of interest on the Obligations from federal and Kentucky income taxation, based on the
assumption by Bond Counsel that the Governmental Agency complies with covenants made by the
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Governmental Agency with respect to compliance with the provisions of the Code, and based on the
assumption of compliance by the Governmental Agency with requirements as to any required rebate
(and reports with reference thereto) to the United States of America of certain investment earnings
on the proceeds of the Obligations. The Governmental Agency has been advised that based on the
foregoing assumptions of compliance, Bond Counsel is of the opinion that the Obligations are not

"arbitrage bonds" within the meaning of Section 148 of the Code.

Section 18. Insurance. (a) Fire and Extended Coverage. If and to the extent that the
System includes structures above ground level, the Governmental Agency shall, upon receipt of the
proceeds of the sale of the Obligations, if such insurance is not already in force, procure fire and
extended coverage insurance on the insurable portion of all of the facilities of the System, of a kind
and in such amounts as would ordinarily be carried by private companies or public bodies engaged in

operating a similar utility.

The foregoing fire and extended coverage insurance shall be maintained so long as any of the
Obligations are outstanding and shall be in amounts sufficient to provide for not less than full
recovery whenever a loss from perils insured against does not exceed eighty percent (80%) of the full

insurable value of the damaged facility.

In the event of any damage to or destruction of any part of the System the Governmental
Agency shall promptly arrange for the application of the insurance proceeds for the repair or

reconstruction of the damaged or destroyed portion thereof.

(b) Liability Insurance on Facilities. So long as any of the Obligations are outstanding, the
Governmental Agency shall, procure and maintain, public liability insurance relating to the operation
of the facilities of the System, with limits of not less than $200,000 for one person and $1,000,000
for more than one person involved in one accident, to protect the Governmental Agency from claims
for bodily injury and/or death; and not less than $200,000 from claims for damage to property of
others which may arise from the Governmental Agency's operations of the System and any other

facilities constituting a portion of the System.

(c) Vehicle Liability Insurance. If and to the extent that the Governmental Agency owns or
operates vehicles in the operation of the System, upon receipt of the proceeds of the Obligations, the
Governmental Agency shall, if such insurance is not already in force, procure and maintain, so long
as any of the Obligations are outstanding, vehicular public liability insurance with limits of not less
than $200,000 for one person and $1,000,000 for more then one person involved in one accident, to
protect the Governmental Agency from claims for bodily injury and/or death, and not less than
$200,000 against claims for damage to property of others which may arise from the operation of such

vehicles by the Governmental Agency.

Section 19. Event of Default; Remedies. The following items shall constitute an "Event of
Default" on the part of the Governmental Agency:
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(a) The failure to pay principal on the Obligations when due and payable, either at
maturity or by proceedings for redemption.

(b) The failure to pay any installment of interest on the Obligations when the same

shall become due and payable.

(c) The failure of the Governmental Agency to fulfill any of its obligations pursuant
to this Assistance Agreement and to cure any such failure within 30 days after receipt of

written notice of such failure.

(d) The failure to promptly repair, replace or reconstruct essential facilities of the
System after any major damage and/or destruction thereof.

Upon the occurrence of an Event of Default, the Issuer or the Trustee on its behalf, as owner
of the Obligations, may enforce and compel the performance of all duties and obligations of the
Governmental Agency as set forth herein. Upon the occurrence of an Event of Default, then, upon
the filing of suit by the Trustee or the Issuer, any court having jurisdiction of the action may appoint
a receiver to administer the System on behalf of the Governmental Agency, with power to charge
and collect rates sufficient to provide for the payment of the principal of and interest on the
Obligations, and for the payment of operation and maintenance expenses of the System, and to
provide and apply the income and revenues in conformity with this Assistance Agreement and with

the laws of the Commonwealth of Kentucky.

In addition to and apart from the foregoing, upon the occurrence of an Event of Default, the
owner of any of the Obligations may require the Governmental Agency by demand, court order,
injunction, or otherwise, to raise all applicable rates charged for services of the System a reasonable
amount, consistent with the requirements of this Assistance Agreement.

Section 20. Annual Reports. The Governmental Agency hereby agrees to provide or cause
to be provided to the Issuer and the Compliance Group audited financial statements prepared in
accordance with generally accepted accounting principles (commencing with the fiscal year ended
December 31, 2001) and such other financial information and/or operating data as requested by the

Issuer or the Compliance Group.

The annual financial information and operating data, including audited financial statements,
will be made available on or before 120 days after the end of each fiscal year (December 31).

Section 21. Supplemental Assistance Agreement. The Governmental Agency may, but
only with the consent of the Issuer, execute one or more supplemental Assistance Agreements as
shall not be inconsistent with the terms and provisions hereof for any one or more of the following

purposes:
(a)

to cure any ambiguity or formal defect or omission in this Assistance Agreement;
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to subject to the lien and pledge of this Assistance Agreement additional revenues,

(b)
properties, or collateral which may legally be subjected,;

(¢)  to add to the conditions, limitations and restrictions on the issuance of bonds, other
conditions, limitations and restrictions thereafter to be observed;

(d)  to add to the covenants and agreements of the Governmental Agency in this

Assistance Agreement, other covenants and agreements thereafter to be incurred by
the Governmental Agency or to surrender any right or power herein reserved to or
conferred upon the Governmental Agency;

(e) to effect the issuance of additional Parity Bonds; and/or

to modify the terms and conditions of this Assistance Agreement at the request of the
Issuer in order to assist the Issuer in operating the Program or to maintain any rating

the Issuer may have on its Program obligations.

®

Section 22. No Remedy Exclusive. No remedy herein conferred upon or resérved to the
Issuer 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 expedienst.

Section 23. Waivers. In thg: 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 24. Agreement to Pay Attorneys' Fees and Expenses. In the event that either
party hereto shall become in default under any of the provisions hereof and the non-defaulting 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 therefore to the non-defaulting party the fees of such attorneys and

such other expenses so incurred by the non-defaulting party.

Section 25. Signatures of Officers. If any of the officers whose signatures or facsimile
signatures appear on this Assistance Agreement or any other document evidencing the Obligations
cease to be such officers before delivery of the Obligations, such signatures shall nevertheless be
valid for all purposes the same as if such officers had remained in office until delivery, as provided

by KRS 58.040 and KRS 61.390.

Section 26. Severability Clause. If any section, paragraph, clause or provision of this
Assistance Agreement shall be held invalid, the invalidity of such section, paragraph, clause or
provision shall not affect any of the remaining provisions of this Assistance Agreement.
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IN WITNESS WHEREOF, the Kentucky Rural Water Finance Corporation has caused this
Assistance Agreement to be signed in its name by its President and attested by its
Secretary/Treasurer and the Pendleton County Water District has caused this Assistance Agreement
to be signed in corporate name and by its officer thereunder duly authorized, all as of the day and

year first above written.

KENTUCKY RURAL WATER FINANCE
CORPORATION

By

President

Attest:
Secretary/Treasurer
PENDLETON COUNTY WATER DISTRICT
ﬁ C €Wl4ﬁé\&txw
Chairman l
Attest:
Sec%etary
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IN WITNESS WHEREOQF, the Kentucky Rural Water Finance Corporation has caused this
Assistance Agreement to be signed in its name by its President and attested by its
Secretary/Treasurer and the Pendleton County Water District has caused this Assistance Agreement
to be signed in corporate name and by its officer thereunder duly authorized, all as of the day and

year first above written.

KENTUCKY RURAL WATER FINANCE
CORPORATION

(et

2
Prekident '

PENDLETON COUNTY WATER DISTRICT

By

Chairman

Attest:

Secretary
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ISSUER ACKNOWLEDGMENT

COMMONWEALTH OF KENTUCKY

COUNTY OF WARREN

The foregoing instrument was acknowledged before me this 7 7 day of June, 2001 by Paul
Lashbrooke who is the President of the Kentucky Rural Water Finance Corporation, on behalf of

said Corporation.

WITNESS my hand this 27 day of June, 2001.

My Commission expires: é - %/ 2 6

M Z

Notary Public, in and for said Co and State

COMMONWEALTH OF KENTUCKY

COUNTY OF WARREN

2
The foregoing instrument was acknowledged before me this 27 day of June, 2001 by Gary
Larimore who is the Secretary/Treasurer of the Kentucky Rural Water Finance Corporation, on

behalf of said Corporation.
WITNESS my hand this’2/  day of June, 2001.

My Commission expires: é/ 7/ W :

Notary Public, in and for saydnty and State
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GOVERNMENTAL AGENCY ACKNOWLEDGMENT
COMMONWEALTH OF KENTUCKY

COUNTY OF PENDLETON

The foregoing instrument was acknowledged before me this _2)\sFday of June, 2001 by
J.C. Crow ley and H.T.Ammerman _ who are the Chairman and Secretary of
the Pendleton County Water District, on behalf of said District.

WITNESS my hand this June a{ _, 2001.

My Commission expires: __“- -0 2

(oeé B diy gt
Notary Public,‘in and for said County and State
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EXHIBIT A

Kirkpatrick Pettis

[

]

Borrower: [Pendieton County Water District
Dated Date: | 06/27/01]

KENTUCKY RURAL WATER FINANCE CORPORATION F LEXIBLE - TERM FINANCE PROGRAM

Borrower Pavment Schedule

Payment 1 Trustee { Fiscal
Date Principal Interest Fees l Total l Tatal

l Monthly
+___Principal

Monthly
Interest

Total Monthly
Sinking Fund

Payments
06/27/01 7M-172 2,000.00 1,620.48 3,620.48
01/01/02 14,000.00 11,341.33 250,00 25,593.33 2272 750.00 1,541.77 2,291.77
07/01/02 0.00 9,250.63 0.00 9,250.63 34,843.96 8/2-113 750.00 1,541.77 2,291.77
01/01/03 9,000.00 9,250.63 250,00 18,500.63 2813 750.00 1,510.65 2,260.65
07/01/03 0.00 9,063.88 0.00 9,063.88 27,564.51 8/3-1/4 750.00 1,510.65 2,260.65
01/01/04 9,000.00 9,063.38 250.00 18,313.88 2/4-114 916.67 1,479.52 2,396.19
07/01/04 0.00 8,877.13 0.00 8,877.13 27,191.01 8/4-1/5 916.67 1,479.52 2,396.19
o01/01/05 11,000.00 8.877.13 250.00 20,127.13 25-7/5 916.67 1,441.48 2,358.15
07/01/05 0.00 8,648.88 0.00 8,648.88 28,776.01 8/5-1/6 916.67 1,441.48 2,358.15
01/01/06 11,000.00 8.648.88 250.00 19,898.88 2/6-716 916.67 1,403 44 2,320.11
07/01/06 0.00 8,420.63 0.00 8,420.63 28,319.51 8/6-1/7 916.67 1,403.44 2,320.11
01/01/07 11,000.00 £,420.63 250,00 19,670.63 U177 1,000.00 1,360.81 2,360.81
07/01/07 0.00 8,164.88 0.00 8,164.88 27,835.51 8/7-1/8 1,000.00 1,360.81 2,360.81
01/01/08 12,000.00 8,164.38 250.00 20,414.88 28-78 1,000.60 131431 2,314.31
07/01/08 0.00 7,885.88 0.00 7,885.88 28,300.76 8/8-1/9 1,000.00 1,31431 231431
01/01/09 12,000.00 7,885.88 250.00 20,135.88 2/9-7/9 1,000.00 1,267.81 2,267.81
07/01/09 0.00 7,606.88 0.00 7,606.88 27,742.76 8/9-1/10 1,000.00 1,267.81 2,267.81
o1/01/10 12,000.00 7,606.88 250.00 19,856.88 2018-710 1,166.67 1,216.31 2,382.98
07/01/10 0.00 7,297.88 0.00 7,297.88 27,154.76 8/10-1/11 1,166.67 1,216.31 2.382.98
o1/01/11 14,000.00 7.297.88 250.00 21,547.88 211-7/11 1,166.67 1,156.23 2,322.90
07/01/11 0.00 693738 0.00 6,937.38 28,485.26 eN1-1/12 1,166.67 1,156.23 2,322.90
sl/or/12 14,000.00 6,937.38 250.00 21,187.38 21272 1,333.33 1,096.15 2,429.48
07/01/12 0.00 6,576.88 0.00 6,576.88 17,764.26 8/12-1/13 1,333.33 1,096.15 2,429.48
01/01/13 16,000.00 6,576.88 250.00 22,826,88 213713 1,416.67 1,027.48 2,444.15
07/01/13 0.00 6,164.38 0.00 6,164.88 28,991.76 8/13-1114 1,416.67 1,027.48 2,444.15
01/01/14 17,000.00 6,164.88 250.00 23,414.88 2114-7114 1,500.00 949.21 2,449.21
07/01/14 0.00 5,695.25 0.00 5,695.25 29,110.13 8/14-1/15 1,500.00 949.21 2,449.21
01/01/15 18,000.00 5,695.25 250,00 23,945.25 2/15-7/15 1,583.33 866.33 2,449.67
07/01/15 0.00 5,198.00 0.00 5,198.00 29,143.25 8/15-1/16 1,583.33 866.33 2,449.67
01/01/16 19,000.00 5,198.00 250.00 24,448.00 2/16-116 1,666.67 778.86 2,445.52
07/01/16 0.00 4,673.13 0.00 4,673.13 29,121.13 8/16-117 1,666.67 778.86 2,445.52
01/01/17 20,000.00 4,673.13 250.00 24,923.13 2717 1,750.00 686,77 2,436.77
070117 0.00 4,120.63 0.00 4,120.63 29,043.76 8/17-1/18 1,750.00 686.77 2,436.77
01/01/18 21,000.00 4,120.63 250.00 25,370.63 2118-7118 1,916.67 590.08 2,506.75
070118 0.00 3,540.50 0.00 3,540.50 28,911.13 8/18-1/19 1,916.67 590,08 2,506.75
01/01/19 23,000.00 3,540.50 250,00 26,790.50 2/19-7/19 2,083.33 484,19 2,567.52
07/01119 0.00 2,905.13 0.00 2,905.13 29,695.63 8/19-1-20 2,083.33 484.19 2,567.52
01/01/20 25,000.00 2,905.13 250.00 28,155.13 2120-7120 2,166.67 369,08 2,535.75
07/01/20 0.00 2,214.50 0.00 2,214.50 30,369.63 8/20-1721 2,166.67 369.08 2,535.75
ol/01/21 26,000.00 2,214.50 250.00 28,464.50 20217121 1,583.33 257.50 1,840.83
07/01/21 0.00 1,545.00 0.00 1,545.00 30,009.50 8121-1/22 1,583.33 257.50 1,840.83
o1/01/22 19,000.00 1,545.00 250.00 20,795.00 21227122 1,666.67 175.96 1,842.63
07/0122 0.00 1,055.75 0.00 1,055.75 21,850.75 8/22-1/23 1,666.67 175.96 1,842.63
01/01/23 20,000.00 1,055.75 250,00 21,305.75 2/23-7123 1,750.00 90.13 1,840.13
07/01/23 0.00 54075 0.00 540,75 21,846.50 8/23-1124 1,750.00 90.13 1,840.13
01/01724 21,000.00 540,75 250.00 21,790.75 2/24-7124 0.00 0.00 0.00
07/01/24 0.00 0.00 0.00 0.00 21,790.75 0.00 0.00 0.00
Totals 374.000.00 264,113.23 5,750.00 643,862.23 374,000.00 264,112.23 638,112.23
—
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Rural Development Bonds, Series 2004




PENDLETON COUNTY WATER DISTRICT

RURAL DEVELOPMENT REVENUE BONDS ISSUE DATE 1/29/2005
SERIES 2004 MATURITY DATE 11112044
INTEREST RATE 4.500%

ORIGINAL ISSUE $596,000.00

Payment Principal Interest Princlpal Principal
Date Due Due & Interest Balance

Balance on 7/1/2010 570,000.00
1/1/2011 7,000.00 12,825.00 563,000.00
71172011 12,667.50 32,492.50 563,000.00
1112012 8,000.00 12,667.50 555,000.00
7/1/2012 12,487.50 33,155.00 555,000.00
1/1/2013 8,000.00 12,487.50 547,000.00
7/1/2013 12,307 .50 32,795.00 547,000.00
1/1/2014 8,000.00 12,307 .50 §38,000.00
7/1/2014 12,127.50 32,435.00 539,000.00
111/2015 9,000.00 12,127.50 530,000.00
7/1/2015 11,825.00 33,052.50 530,000.00
1/1/2016 9,000.00 11,925.00 521,000.00
71172016 11,722.50 32,647.50 §21,000.00
11112017 10,000.00 11,722.50 511,000.00
71112017 11,497 50 33,220.00 511,000.00
1/1/2018 10,000.00 11,497.50 501,000.00
7/1/2018 11,272.50 32,770.00 501,000.00
1/1/2019 11,000.00 11,272.50 490,000.00
71172019 11,025.00 33,297.50 480,000.00
1/1/2020 11,000.00 11,025.00 479,000.00
711712020 10,777.50 32,802.50 479,000.00
1/1/2021 12,000.00 10,777.50 467,000.00
71112021 10,507.50 33,285.00 467,000.00
1/1/2022 12,000.00 10,507.50 455,000.00
7112022 10,237.50 32,745.00 455,000.00
1/1/2023 13,000.00 10,237.50 442,000.00
71172023 9,845.00 33,182.50 442,000.00
1/1/2024 13,000.00 9,945.00 429,000.00
71112024 9,652.50 32,597.50 429,000.00
1/1/2025 14,000.00 9,652.50 416,000.00
7/1/2025 9,337.50 32,990.00 415,000.00
11112026 14,000.00 9,337.50 401,000.00
711/2026 9,022.50 32,360.00 401,000.00
1172027 16,000.00 9,022.50 385,000.00
71112027 8,662.50 33,685.00 385,000.00
17112028 16,000.00 8,662.50 369,000.00
7/1/2028 8,302.50 32,965.00 369,000.00
1/1/2029 16,000.00 8,302.50 353,000.00
7/1/12029 7,942 50 32,245.00 353,000.00
1/1/2030 17,000.00 7,942.50 336,000.00
71112030 7,560.00 32,502.50 336,000.00
1/1/2031 18,000.00 7,560.00 318,000.00
71112031 7,155.00 32,715.00 318,000.00
1/1/2032 19,000.00 7,155.00 299,000.00
711/2032 6,727.50 32,882 50 299,000.00
1/1/2033 20,000.00 6,727 .50 279,000.00
7/1/2033 6,277.50 33,005.00 279,000.00
1/1/2034 21,000.00 6,277.50 258,000.00
7/1/2034 5,805.00 33,082.50 258,000.00
1/1/2035 21,000.00 5,805.00 237,000.00
71112035 5,332.50 32,137.50 237,000.00
1/1/2036 22,000.00 5,332.50 216,000.00
7/1/2036 4,837 50 32,170 00 215,000.00
1/1/2037 23,000.00 4,837.50 192,000.00
71111837 4,320.00 32,167 50 192,000.00
1/1/1938 24,000.00 4,320.00 168,000.00
7/1/1938 3,780.00 32,100.00 168,000.00
17111939 26,000.00 3,780.00 142,000.00
7/1/1939 3,195.00 32,975.00 142,000.00
1/1/1940 27,000.00 3,195.00 115,000.00
7/1/1940 2,587.50 32,782.50 115,000.00
111941 27,000.00 2,587.50 88,000.00
7/1/1941 1,980.00 31,567 50 88,000.00
1/1/1942 28,000.00 1,980.00 60,000.00
71111842 1,350.00 31,330.00 60,000.00
1/1/1943 29,000.00 1,350.00 31,000.00
7/1/1943 697.50 31,047.50 31,000.00
1/1/1944 31,000.00 697.50 31,697.50 0.00

Totals §70,000.00 §38,875.00 1,108,875.00
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" UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY
COUNTY OF PENDLETON

PENDLETON COUNTY WATER DISTRICY

WATERWORKS REVENUE BONDS, SERIES 2004
INTEREST RATE: 4.50%
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BOND RESOLUTION

PENDLETON COUNTY WATER DISTRICT

AUTHORIZING

PENDLETON COUNTY WATER DISTRICT WATERWORKS REVENUE BONDS,
SERIES 2004

IN THE AMOUNT OF

$596,000
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BOND RESOLUTION

RESOLUTION OF THE PENDLETON COUNTY WATER DISTRICT OF
PENDLETON COUNTY, KENTUCKY, AUTHORIZING AND PROVIDING
FOR THE ISSUANCE AND SALE OF $596,000 PRINCIPAL AMOUNT OF
PENDLETON COUNTY WATER DISTRICT WATERWORKS REVENUE
BONDS, SERIES 2004 FOR THE PURPOSE OF FINANCING THE COST
(NOT OTHERWISE PROVIDED) OF THE CONSTRUCTION OF
EXTENSIONS, ADDITIONS AND IMPROVEMENTS TO THE EXISTING
WATERWORKS SYSTEM OF SAID DISTRICT; SETTING FORTH TERMS
AND CONDITIONS UPON WHICH SAID BONDS MAY BE ISSUED AND
OUTSTANDING; PROVIDING FORTHE COLLECTION, SEGREGATION
AND DISTRIBUTION OF THE REVENUES OF SAID WATERWORKS
SYSTEM; AND PROVIDING FOR AN ADVERTISED, PUBLIC,
COMPETITIVE SALE OF SAID BONDS.

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

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

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

WHEREAS, it is the desire and intent of the District at this time to authorize and provide for
the issuance of revenue bonds in the principal amount of $596,000 (the "Current Bonds"), for the
purpose of financing the cost (not otherwise provided) of the construction of extensions, additions
and improvements to the System of the District, in accordance with plans and specifications prepared
by Tetra Tech, 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 as second lien
bonds, subject to the vested rights and priorities in favor of the owners of the outstanding Prior

Bonds, and

WHEREAS, the Public Service Commission of Kentucky has granted to the District a
Certificate of Public Convenience and Necessity, authorizing the construction of said extensions,

additions and improvements, and



WHEREAS, the proceeds of the Current Bonds will be supplemented by Grant Proceeds (as
hereinafter defined) in the amount of approximately $1,144,000, and by a contribution by the District
in the amount of at least $65,000, to provide the total cost of such construction,

NOW, THEREFORE, IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF THE PENDLETON COUNTY WATER DISTRICT OF PENDLETON
COUNTY, KENTUCKY, AS FOLLOWS:



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

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

"4ct"” refers to Chapters 58 and 74 of the Kentucky Revised Statutes.

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

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

Kentucky, or their successors.

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

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

"Bonds of 1977" or "Series 1977 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds of 1977, dated May 26, 1978, in the original authorized
principal amount of $263,000.

"Bonds of 1997" or "Series 1997 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds, Series 1997, dated March 25, 1998, in the original authorized

principal amount of $747,000.

"Bond Resolution of 1977" or "1977 Bond Resolution" refer to the Resolution authorizing
the Bonds of 1977, duly adopted by the Board of Commissioners of the District on August22, 1977.

"Bond Resolution of 1997" or "1997 Bond Resolution" refer to the Resolution authorizing
the Bonds of 1997, duly adopted by the Board of Commissioners of the District on May 8§, 1997.

"CDBG Grant" refers to the Community Development Block Grant described in Section 804
of this Resolution.

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

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

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



"Construction Account” refers to the Pendleton County Water District Waterworks
Construction Account, created in Section 301(B) of this Current Bond Resolution.

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

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

"Current Bonds" refers to the $596,000 of Pendleton County Water District Waterworks
Revenue Bonds, Series 2004 authorized by this Resolution, to be dated as of the date of issuance

thereof.

"Current Sinking Fund" refers to the Pendleton County Water District Waterworks Sinking
Fund of 2004, created in Section 401 of this Resolution.

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

"Depreciation Fund'tefers to the Pendleton County Water District Waterworks Depreciation
Reserve Fund, described in Section 402 of this Resolution.

"District” refers to the Pendleton County Water District of Pendleton County, 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 Tetra Tech, Inc., or a member of said firm, or their successors.

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

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

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

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

"Government" refers to the United States of America, or any agency thereof, including the
RD.

"Grant Proceeds" refers to the proceeds of the CDBG Grant.



"Independent Consulting Engineer" refers to a consulting engineer or a firm of consulting
engineers of recognized excellent reputation in the field of waterworks system engineering, and such
definition includes the Engineers named above.

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

approved by the District.

“KRWFC Loan” refers to the outstanding Kentucky Rural Water Finance Corporation
Multimodal Public Projects, Series 2001 A Loan, dated June 27, 2001, in the original authorized
principal amount of $374,000.

"Local Counsel" refers to Judy M. Wright, Esq., Falmouth, Kentucky, or any other attorney
or firm of attorneys designated by the District.

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

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

Resolution.

"Operation and Maintenance Fund"  refers to the Pendleton County Water District
Waterworks Operation and Maintenance Fund described in Section 401 of this Resolution.

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

funds to pay for same.

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

and source of payment of the outstanding Bonds.

"Prior Bonds" refers collectively to the Series 1977 Bonds, the Series 1997 Bonds and the
KRWFC Loan.

"Prior Bond Resolution" refers collectively to the 1977 Bond Resolution and the 1997 Bond
Resolution.

"Prior Sinking Fund" refers to the Pendleton County Water District Waterworks Sinking
Fund, described in Section 401 of this Resolution.



"Project” refers specifically to the construction of the currently proposed extensions,
additions and improvements to the System of the District, which Project is being financed by the

Current Bonds and by other funds.

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

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

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

approval of the Engineers.

"Revenue Fund" refers to the Pendleton County Water District Waterworks Revenue Fund,
described in Section 401 of this Resolution.

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

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

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

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

States of America.

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

refers to those in this Resolution.

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

Section 103. Construction Award Approved; Work Authorized. The Commission
hereby authorizes, approves, ratifies and confirms its previous action in advertising for and taking
steps toward awarding the contracts for the construction of the Project to the lowest and best bidders,
and further approves the action of the District officials in entering into formal contracts with said




bidders, subject to the necessary approvals being obtained. Authorityishereby given for undertaking
the construction of the Project according to the plans and specifications heretofore prepared by the
Engineers for the District, after all necessary approvals have been obtained.

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

the Project.

Section 105. Authorization of Bonds. The District has heretofore determined that the
total cost of the Project, including preliminary expenses, land and rights-of-way, engineering
expense, capitalized interest during construction, legal and administrative costs, publication costs,
initial deposits required and all incidental expenses, will not exceed $1,805,000. Therefore, it is
hereby determined to be necessary in order for the District to finance the cost (not otherwise
provided) of the Project that the District issue a total of $596,000 of Current Bonds, based on the

following calculation:

Total cost of Project $1,805,000
Less:

Pendleton County Fiscal Court $300,000

CDBG Grant 844,000

District Contribution 65.000

Total Non-Bond Funds: (1.209.000)
Balance to be financed by Current Bonds $596,000

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project,
under the provisions of the Act, there is hereby authorized to be issued and sold $596,000 principal
amount of Pendleton County Water District Waterworks Revenue Bonds, Series 2004.

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

Section 201 hereof.

Section 106. Recognition of Prior Bonds. The District hereby expressly recognizes and
acknowledges that the District has previously created for the benefit and protection of the owners




of the Prior Bonds, a certain lien and pledge and certain security rights relating to the System, all as
set forth in the Prior Bonds and in the Prior Bond Resolution.

Section 107. Current Bonds Shall be Payable on Second Lien Basis Out of Gross
Revenues. The Current Bonds, and any additional Parity Bonds that may be issued under the condi-
tions and restrictions hereinafter set forth, shall be secured by and payable on a parity solely on a
second lien basis out of the gross revenues of the System, after providing for all of the principal and
interest requirements of the outstanding Prior Bonds.

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 authority 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 outin Exhibit A attached to this Resolution and

incorporated herein.

Section 202. Issuance of Current Bonds; Bond Form. The 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 requirements 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 inter-
est on the Current Bonds shall be payable at the place and in the manner set out in the form of such
Current Bond. The Current Bonds shall be executed on behalf of the District by the manual or
facsimile signature of the Chairman 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 of the 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, 2014, shall not be subject
to prepayment. Principal maturities falling due on and after January 1, 2014, shall be subject to
prepayment by the District on any interest payment date falling on and after January 1, 2013, 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.



ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING;
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS.

Section 301. Construction Account:; 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 custodian 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
$93,000 (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
ofthe 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 $93,000, 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 shall not be the Purchaser of the Current
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 necessity 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 of Proceeds of Current Bonds. The proceeds of the Current
Bonds shall be applied as follows:

) 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 of the sale and delivery of the Current Bonds and/or of the receipt of 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 excess of the amount necessary to pay the interest, principal and
costs referred to in subparagraph B(1) of this Section, such excess amount shall immediately
be deposited in the "Pendleton County Water District Waterworks Construction Account"
hereby created, which shall be established at the Depository Bank. There shall also be
deposited in said Construction Account the Grant Proceeds, as and when received, or said
Grant Proceeds may be applied, to the extent necessary, to liquidate or reduce any interim
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financing owed by the District at the time of receipt of Grant Proceeds. Simultaneously with
or prior to the delivery of the Current Bonds, there shall also be deposited in the Construction
Account the proceeds of the District contribution in the minimum amount of $65,000 (less
any amounts theretofore used for authorized purposes), to supplement the proceeds of the
Current Bonds and Grant Proceeds in order to assure completion of the Project.

(3)  Withdrawal of Funds From Construction Account. 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 Chairman, 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 (1) a Requisition Certificate; and
(2) invoices and/or partial payment estimates bearing the written approval of the Engineers
and the Chairman (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 construction, the District shall disburse Construction Account funds
in a manner consistent with RD Instruction 1780.

The District shall prepare and submit any and all RD Forms 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.

@ 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. Pending disburse-
ment 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 determined by the Engineers, the Chairman and the RD), provided that to the extent that
any amounts on deposit in said Depository Bank shall cause the total deposits of the District
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in said Depository Bank 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 conformity with Section 66.480 of the Kentucky Revised Statutes. Investments in
Certificates of Deposit may be made only if a separate RD Form 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 investments 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 required 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, in the case of any Contractor, that
he has paid his suppliers and subcontractors. Any exceptions must be authorized under 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, as certified by the Engineers for the District and/or by the RD, any balance then
remaining in the Construction Account may, with the consent of the RD, be applied to the
cost of constructing additional extensions, additions and improvements to the System (the
"Additional Construction"). If such Additional Construction is to be undertaken by the
Contractors previously engaged in the Project, such Additional Construction may be
authorized by a change order.

If there is a balance remaining in the Construction Account after such
Additional Construction, such balance (subject to legal requirements as to possible refund
of any allocated portion of the balance derived from Grant Proceeds) 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 falling due in any
year on the Bonds will be transferred to the Depreciation Fund.

Section 302. Interim Financing Authorization.

A. Interim Financing. The District shall use interim financing for the Project

during construction of that portion of the cost of the Project financed by the Current Bonds, if
available at reasonable rates and terms.

The borrowing of up to the aggregate sum of $596,000 from the Interim Lender is

hereby authorized; and the Chairman 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
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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 shall 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 $596,000. 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 $596,000 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 Grant Proceeds, 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 additional proceeds from the Current

Bonds and/or Grant Proceeds.

The District hereby covenants and agrees with the Interim Lender that upon the
issuance and delivery of the Current Bonds and/or the receipt of said Grant Proceeds, 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 the Current Bonds and Grant Proceeds are hereby pledged therefor, and such pledge shall
constitute a first and prior charge against said proceeds.

Although the proceeds of the Current Bonds and Grant Proceeds are pledged to the
repayment of said interim financing, it is recognized that the Grant Proceeds may be applied to the
extent required at the time of receipt of the Grant Proceeds, to the payment of costs of the Project
due and owing by the District at the time of receipt of such Grant Proceeds, rather than to the
repayment of portions of the interim financing at that time. If and to the extent that the Grant
Proceeds are in excess of any costs of the Project due and owing at the time of receipt thereof, such
Grant Proceeds may be applied, in the same manner as set out hereinabove, to the reduction of the
amount of the interim financing, after which, such interim financing may again be increased as
theretofore. The District further pledges the revenues of the System to the repayment of said interim
financing, subject to the vested rights and priorities of the pledges securing the Outstanding Bonds.
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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
otherwise, of bond anticipation notes and/or grant anticipation notes to the most favorable bidder on
the open market, by concurrent or subsequent proceedings of the District.

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

If the RD agrees to make Multiple Advances to the District pending the delivery of
the Current Bonds, the Chairman is hereby authorized to execute in the name and on behalf of the
District any number of Notes. Each such Note, evidencing an advance of funds by the RD to the
District, shall be in the form 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 be requested 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) deposited into the Construction Account and disbursed in accordance with the provisions of
Section 301 hereof, in which event amounts 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 the 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 Outstanding 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 the 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
that (1) 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 assure 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.
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Prior to or at the time of delivery of the Current Bonds, the Chairman 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, including the execution of necessary and/or desirable certifications of the type
contemplated by Section 148 of the Code in 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 "arbitrage bonds".
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ARTICLE 4. FLOW OF FUNDS.

Section 401. Funds. There was heretofore created in the Prior Bond Resolution the
following funds and accounts:

(a) Pendleton County Water District Waterworks Revenue Fund

(b)  Pendleton County Water District Waterworks Sinking Fund

(c) Pendleton County Water District Waterworks Depreciation Reserve Fund
(d)  Pendleton County Water District Waterworks Operation and Maintenance

Fund

There is hereby created the Pendleton County Water District Waterworks Sinking Fund of
2004.

All of the Funds shall be maintained with the Depository Bank so long as any Bonds remain
outstanding.

Section 402. Flow of Funds. All proceedings preliminary to and in connection with the
issuance of the Outstanding Bonds, including provisions made for (i) the receipt, custody and
application of the proceeds of the Outstanding Bonds; (ii) the operation of the System on a revenue-
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 Outstanding Bonds and (v) the
depreciation of the System; and all other covenants for the benefit of Bondowners set out in the Prior
Bond Resolution, are hereby ratified and confirmed and 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 full 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 specified in 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 on or before the 20th day of each month, for payment of interest
on and principal of the Prior Bonds, a sum equal to the total of the following:

(1) A sum equal to one-sixth (1/6) of the next succeeding interest payment to
become due on all Prior Bonds then outstanding, plus

2) A sum equal to one-twelfth (1/12) of the principal of all of the Prior Bonds
maturing on the next succeeding principal payment date.
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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 Prior Bonds.

C. Current Sinking Fund. At or 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 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, a sum equal to the total of the following:

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

(2) A sum equal to one-twelfth (1/12) of the principal of any Current 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, but subject to the vested rights and priorities of the Prior Bonds.

D. Depreciation Fund. It is hereby determined that upon the issuance of the
Current Bonds, and upon completion of the Project, as certified by the Engineers and by the RD, there
shall next be transferred from the Revenue Fund the sum of at least $280 each month which shall be
deposited into the Depreciation Fund until there is accumulated in such Depreciation Fund the sum
of at least $33,600, which amount shall be maintained, and when necessary, restored to said sum of
$33,600, so long as any of the Bonds are outstanding and unpaid. These deposits are in addition to
any deposits required under 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 collected from potential customers (except the amounts necessary to pay the actual
costs and service connections 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 maintenarnce, 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 improvements
to the System which will either enhance its revenue-producing capacity or will provide a higher
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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 Current Sinking Fund is not sufficient to make such

payments.

E. Operation and Maintenance Fund. There shall next be transferred monthly
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 the RD. So
long as any of the Bonds are held or insured by the RD, the District shall, if requested by the RD,
make the payments required by this Section 402, in monthly installments to the 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 terms
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 Current 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 amount shall be continuously secured by a
valid pledge of U.S. Obligations, having an equivalent market value, in conformity with
Section 66.480 of the Kentucky Revised Statutes.

If the RD has purchased any of the Outstanding Bonds, investments in Certificates of
Deposit may be made only if a separate RD Form 402-4 Agreement is executed. Any such 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. All investments of funds
derived from proceeds of the Outstanding Bonds shall be subject to the applicable limitations set out

in Section 303 hereof.

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.
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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 all
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 bond or bonds or by a pledge of U.S. Obligations, having
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 are Subordinate to the Prior Bonds. It is hereby certified
and declared that the Current Bonds shall be subordinate to the lien and pledge of the Prior Bonds on
the gross revenues of the System.
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ARTICLE 5. COVENANTS OF DISTRICT

Section 501. Rates and Charges. The District shall charge such rates and charges for all
services 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 services rendered
by the System without first filing with the Secretary a certification of an Independent Consulting
Engineer that 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 reduction is proposed, as such
annual net revenues are adjusted, after taking into account the projected reduction in annual net
revenues anticipated to result from any such proposed rate decrease, are equal to not less than 120%
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; Audit. The District shall maintain proper records and
accounts relating to the 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 accounts 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 shall 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 other
times to the RD and to any Bondowner requesting the same.

Section 503. System to Continue to be Operated on Fiscal Year Basis; Annual Budget.
While any of the Bonds are outstanding and unpaid, and to the extent permitted 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 shall be mailed to any Bondowner who may request in writing a copy of such
Proposed Budget and to the RD without request, if the Government is the Owner of any of the Bonds.
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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. The District covenants that the operating expenses incurred
in any year will not exceed the reasonable and necessary amounts therefor, and that the District 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 operation of the System for said Fiscal Year, and,
to 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 Commission
shall hold an open hearing not later than thirty (30) days before the beginning of the ensuing Fiscal
Year, at which time any Bondowner 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 Bondowner 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)  Ttwill faithfully and punctually perform 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 from the System and make
application thereof consistent with and as provided by this Resolution;

(€)) Unless the written consent of the Owners of a majority of the principal amount
of the 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
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shall have been paid or provided for in full, as provided herein; subject to the
provisions of Section 607 hereof;

(5) It will maintain in good condition and continuously operate the System and
appurtenances thereto and will 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)  Itwill carry and maintain insurance on properties of the System subject to loss
or damage in 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 Section 506 hereof (involving insurance on
motors, tanks and structures).

Section 505. Other Covenants Applicable So Long as RD Owns Any Bonds. So long
as the RD shall own any of the Bonds, the District shall comply with such RD regulations,
requirements and requests as shall be made by the RD, including the furnishing of operating and other
financial statements, in 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 may specify, with insurance
carriers acceptable to the RD and compliance with all 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 506. Insurance on Motors, Tanks and Structures. The District shall (a) immedi-
ately 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 Engineers 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 insure
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. INFERIOR BONDS AND PARITY BONDS

Section 601. Inferior Bonds. Except as hereinafter provided below in this Article, the
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from the
revenues of the 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 long 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, cove-
nants and agrees that in the event that the cost of completion of the construction of the Project 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 has obtained a certification 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 other-
wise 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 Government is as the Owner of the Prior Bonds
at that time or the consent of any other Owners of the Prior Bonds, 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 privilege, of issuing additional Parity Bonds,
but only under the conditions specified in the Current Bond Resolution, which conditions are as

follows:

The District further reserves the right to add new waterworks facilities and/or to finance future
extensions, additions and improvements to the System by the issuance of one or more additional
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:
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(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 therevenues 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 payable
in approximately equal annual installments.

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

(D any revisions in the System's schedule of rates or charges being
imposed on or before the 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) Compliance 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.

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 Sinking 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;
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(b)  Adjust the minimum annual amount to be deposited monthly into the
Depreciation Fund on the same basis as that prescribed in the provisions establishing such
Depreciation Fund, taking into account the 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 1 of each year in
which principal falls due and payable as to interest on January 1 and July 1 of each year until
the final maturity of such Parity Bonds.

Section 605. Prepayment Provisions Applicable to Parity Bonds. If, in connection with
any subsequently issued series of Parity Bonds, 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 Outstanding 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 without the approval of the RD.

Section 606. Consent of the RD Regarding 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 of Surplus 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 time permanently abandon the use of,
or sell at fair market value, any part of the facilities 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;

(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 of bonds in advance of maturity; or (2) replacement of
the facility so disposed of by another facility, the revenues of which shall 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,
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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 long 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 payable, 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.

(©) 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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ARTICLE 8. CONTRACTUAL PROVISIONS; GRANT APPROVAL;
MISCELLANEOUS PROVISIONS.

Section 801. Resolution Contractual with Bondowners. The provisions of this Resolu-
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
any purpose not 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) this 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. All 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 issued and delivered at different times.

Section 803. District Obligated to Refund Current Bonds Owned by Government When-
ever Feasible: Defeasement Prohibited. So long as the Government is the Owner of any of the
Current Bonds, if it appears to the Government that the District is able to refund such Current Bonds
in whole or in part, 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
loans 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 terminating
the lien of the Current Bonds without immediately prepaying all of the then outstanding Current

Bonds.
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Section 804. Approval and Acceptance of CDBG Grant Agreement. The Department
of Housing and Urban Development (the "HUD") has agreed to make a grant to the District in the
amount of $844,000 (the "CDBG Grant"), to supplement the proceeds of the Current Bonds in order
to provide the total cost of the Project, and HUD has requested the District to approve, accept and
execute a certain CDBG Grant Agreement (the "CDBG Grant Agreement") setting out the terms and
conditions upon which said CDBG Grant will be made. Said CDBG Grant Agreement is hereby
approved, and the Chairman and the Secretary are authorized to execute said CDBG Grant Agreement
on behalf of the District. The Chairman and Secretary are also authorized on behalf of the District
to accept any and all other CDBG Grants offered to the District in connection with the Project and
to execute any and all CDBG Grant Agreements and any other documents as may be requested by
HUD in connection with CDBG Grants which have been and/or which may hereafter be approved for

such Project.

Section 805. 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.

(©) Letter of Intent to Meet Conditions of RD Letter of Conditions (RD
Form 1942-46).

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

(e) Agreement for Engineering Services with the Engineers.

Section 806. 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 (10) days after the date of
adoption of this Resolution and in the event that (1) 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 forthwith,
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 easements, rights-of-way and/or sites for completion of the Project and
whenever the necessary deed is not obtained by negotiation at least ten (10) days prior to the date on
which 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
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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
easements, rights-of-way and/or sites, or if the District is unable to obtain the approval of the RD for
any such payment, the Commission shall take all reasonably necessary actions, within the powers and
authority of the Commission, to make such additional amount available from all other available

District resources.

30



ARTICLE 9. SALE OF CURRENT BONDS

Section 901. Sale of Current Bonds. The Current Bonds shall be offered publicly for sale
upon 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", 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
of publishing notice of the sale of the Current Bonds. Copies of such documents shall 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. Adjustment 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 is in the District's best interest to change the maturities, the applicable
prepayment date or any other dates, the District may adjust the same by a Resolution of the

Commission approving the adjustments.
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ARTICLE 10. CONCLUDING PROVISIONS

Section 1001. Covenant of District to Take All Necessary 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 taxation, the District covenants
to and with the Owners of the Current Bonds to take the following action:

(a) The District will (1) 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 "qualified tax-exempt obligations" within the meaning of
Section 265(b)(3) of the 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 limited to the Note, issued pursuant to Section 302
hereof as "qualified tax-exempt obligations".

() The District further certifies that the Current Bonds and any and all interim
financing obligations of the District 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, that 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
Depository Bank, 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 installment, to the extent
required, to be made no later than sixty (60) days following the date on which funds sufficient
for the complete retirement of the 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
the Government with regard to the liability or non-liability of the District as to any such rebate
requirements and to maintain records in regard thereto for the period of time required by

applicable Treasury regulations.
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Section 1002. Severability Clause. If any section, paragraph, clause or provision of this
Resolution shall be held invalid, the invalidity of such section, paragraph, clause or provision shall
not affect any of the remaining provisions of this Resolution, which shall continue in full force and

effect.

Section 1003. All Provisions in Conflict Repealed. All motions, resolutions and orders,
or parts thereof, in conflict with the provisions of this Resolution, are to the extent of such conflict
hereby repealed. Itis 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 rescinded, 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 Adoption. This Resolution shall take effect
and be effective immediately upon its adoption.

Adopted this February 26, 2004.

PENDLETON COUNTY WATER DISTRICT

/K K '°,),1/m/wga/\
Ve

Chairman /
(Seal of District)

Attest:

,/ %7 / %ﬂﬂ,‘%w/

Secretary
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CERTIFICATION

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the
Pendleton County Water District of Pendleton County, Kentucky, and that the foregoing Resolution
is a true copy of a Resolution duly adopted by the Board of Commissioners of said District, signed
by the Chairman of said District and attested under Seal by me as Secretary, at a properly convened
meeting of said Board of Commissioners held on February 26, 2004, as shown by the official records

of said District in my custody and under my control.

I 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 has not been modified, amended, revoked or repealed, and that

same is now in full force and effect.

IN TESTIMONY WHEREOQF, witness my signature as Secretary and the official Seal of the

District this February 26, 2004.
7 by %/
//%/L/ /\_’/77’ ;YW et

Secretary

(Seal of District)
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EXHIBIT A

Schedule of Principal Payments

Payment Due Principal Payment Due Principal
January 1 Payment January 1__ Payment
2007 6,000 2026 14,000
2008 7,000 2027 15,000
2009 7,000 2028 16,000
2010 7,000 2029 16,000
2011 7,000 2030 17,000
2012 8,000 2031 18,000
2013 8,000 2032 19,000
2014 8,000 2033 20,000
2015 9,000 2034 21,000
2016 9,000 2035 21,000
2017 10,000 2036 22,000
2018 10,000 2037 23,000
2019 11,000 2038 24,000
2020 11,000 2039 26,000
2021 12,000 2040 27,000
2022 12,000 2041 28,000
2023 13,000 2042 29,000
2024 13,000 2043 30,000

2025 14,000 2044 32,000



EXHIBIT B
(FORM OF FULLY REGISTERED BOND)
UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY

PENDLETON COUNTY WATER DISTRICT WATERWORKS REVENUE BONDS,
SERIES 2004

No.R-__ Interest Rate: % $ )
KNOW ALL PERSONS BY THESE PRESENTS:

That the Pendleton County Water District (the "District"), acting by and through its Board
of Commissioners (the "Commission"), a public body corporate in Pendleton County, Kentucky, for
value 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 ($ )

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

Year Principal Year Principal Year Principal

[Here the printer of the Current Bond 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 applicable 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.

This Bond is issued by the District under and in full compliance with the Constitution and
Statutes of the Commonwealth of Kentucky, including Chapters 58 and 74 of the Kentucky Revised



Statutes (collectively the "Act"), 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 "System").

This Bond is issued subject to the vested rights and priorities in favor of the owners of the
outstanding: (i) Pendleton County Water District Waterworks Revenue Bonds of 1977, dated May
26, 1978 (the "1977 Bonds"), authorized by a Resolution adopted by the Commission of the District
on August22, 1977 (the "1977 Bond Resolution"); (ii) Pendleton County Water District Waterworks
Revenue Bonds, Series 1997, dated March 25, 1998 (the "1997 Bonds"), authorized by a Resolution
adopted by the Commission of the District on May 8, 1997 (the "1997 Bond Resolution"); and
(iii) Kentucky Rural Water Finance Corporation Multimodal Public Projects, Series 2001A Loan,
dated June 27, 2001 (the "KRWFC Loan") [hereinafter the 1977 Bonds, the 1997 Bonds and the
KRWEFC Loan shall be collectively referred to as the "Prior Bonds", and the 1977 Bond Resolution
and the 1997 Bond Resolution shall be collectively referred to as the "Prior Bond Resolution"].
Accordingly, this Bond, together with any bonds ranking on a parity herewith, is 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 Prior Bonds.

This Bond has been issued in full compliance with the Current Bond Resolution and the Prior
Bond Resolution; and this Bond, and any bonds ranking on a parity therewith that may be issued and
outstanding under the conditions and restrictions of the Current Bond Resolution and the Prior 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 "Pendleton County Water District Waterworks Sinking Fund of
2004", created in the Current 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 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
aforesaid Act for the security and source of payment of the Prior 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 Bonds, this Bond and all other bonds ranking 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.
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The District has reserved the right to issue additional bonds ranking on a parity as 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 hereof,
after which it shall be transferable only upon presentation 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 the registration book of the District

kept for that purpose.

The District, at its option, shall have the right to prepay, on any interest payment date on and
after January 1, 2014, 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 Dollars ($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 fixed 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 America, 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 other provision of this Bond or with any provision of the
Current Bond Resolution, the registered owner may, at its option, institute all rights and remedies
provided by law or by said Current Bond Resolution.

Itis hereby certified, recited and declared that all acts, conditions 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, form 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 Pendleton County Water District, by its Board of
Commissioners, has caused this Bond to be executed by its Chairman, its corporate seal to be
hereunto affixed, and attested by its Secretary, on the date of this Bond, which is

PENDLETON COUNTY WATER DISTRICT
Pendleton County, Kentucky

By
Chairman

Attest:

Secretary

(Seal of District)

PROVISION FOR REGISTRATION

This Bond shall be registered on the registration book of the District kept for that purpose
by the Secretary, as Bond Registrar, upon presentation hereof to said Secretary, who shall make
notation of such registration in the registration blank, and this Bond may thereafter be transferred
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to be
made on said book and endorsed hereon.
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ASSIGNMENT

Date of Name of Signature
Registration Registered Owner of Bond Registrar

For value received, this Bond is hereby assigned, without recourse and subject to all of its
terms and conditions, unto ,this __ day of

b
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Rural Development Bonds, Series 2010




PENDLETON COUNTY WATER DISTRICT

RURAL DEVELOPMENT REVENUE BONDS ISSUE DATE 713012010
SERIES 2010 MATURITY DATE 11112049
INTEREST RATE 3.250%
ORIGINAL ISSUE $220,000.00
Payment Principai Interest Principal Principal
Date Due Due & interest Balance

Original Issue 220,000.00
1172011 0.00 3,036.30 220,000.00
71/zo11 3,575.00 6,611.30 220,000.00
1/1/2012 3,000.00 3,575.00 217,000.00
71/2012 3,626.25 10,101 26 217,000.00
1/1/2013 3,000.00 3,526.25 214,000.00
77112013 3,477.50 10,003.75 214,000.00
111/2014 3,000.00 3,477.50 211,000.00
712014 3,428.75 9,906.25 211,000.00
11112015 3,000.00 3,428.75 208,000.00
7112015 3,380.00 9,808.75 208,000.00
11112016 3,500.00 3,380.00 204,500.00
7172016 3,323.13 10,203.13 204,500.00
112017 3,500.00 3,323.13 201,000.00
711712017 3,266.25 10,089.38 201,000.00
11/2018 3,500.00 3,266.28 197,500.00
7/1/2018 3,209.38 9,975.63 197,500.00
11172019 3,500.00 3,209.38 194,000.00
71/2019 3,152.50 9,861.88 194,000.00
1/1/2020 4,000.00 3,152.50 190,000.00
7112020 3,087.50 10,240.00 190,000.00
11112021 4,000.00 3,087.50 186,000.00
71112021 3,022.50 10,110.00 186,000.00
1/1/2022 4,000.00 3,022.50 182,000.00
T1/2022 2,957.50 9,980.00 182,000.00
1/1/2023 4,000.00 2,957.50 178,000.00
7172023 2,892.50 9,850.00 178,000.00
17112024 4,500.00 2,892.50 173,500.00
7/1/2024 2,819.38 10,211.88 173,500.00
11172025 4,500.00 2,819.38 169,000.00
71112025 2,746 25 10,065.63 169,000.00
111/2026 4,500.00 2,746.25 164,500.00
71112026 2,673.13 9,919.38 164,500.00
11/2027 §,000.00 2,673.13 159,500.00
ozt 2,591.88 10,266.00 159,500.00
1/1/2028 5,000.00 2,591.88 154,500.00
71/2028 2,510.63 10,102.50 164,500.00
11112029 5,000.00 2,510.63 149,500.00
7/1/2029 2,429.38 9,940.00 149,500.00
1/1/2030 5,500.00 2,429.38 144,000.00
7/1/2030 2,340.00 10,269.38 144,000.00
1/1/2031 5,500.00 2,340.00 138,500.00
7/1/20314 2,250.63 10,090.63 138,500.00
1/1/2032 5,500.00 2,250.63 133,000.00
71112032 2,161.25 9,911.88 133,000.00
1/1/2033 6,000.00 2,161.25 127,000.00
7172033 2,083.75 10,225.00 127,000.00
1/1/2034 6,000.00 2,063.75 121,000.00
7112034 1,966.25 10,030.00 121,000.00
1/1/2035 6,500.00 1,966.25 114,500.00
7/1/2035 1,860.63 10,326.88 114,500.00
11172036 6,500.00 1,860.63 108,000.00
7/1/2036 1,755.00 10,115.63 108,000.00
1142037 7,000.00 1,755.00 101,000.00
71111937 1,641.25 10,396.25 101,000.00
1111938 7,000.00 1,641.25 94,000.00
71/1938 1,527.60 10,168.75 94,000.00
1/1/1939 7,500.00 1,527.50 86,500.00
711939 1,405.63 10,433.13 86,500.00
1/1/1940 7,500.00 1,405.63 79,000.00
71111940 1,283.75 10,189.38 79,000.00
1111941 8,000.00 1,283.75 71,000.00
71111941 1,153.75 10,437.50 71,000.00
11111942 8,000.00 1,163.75 63,000.00
7111942 1,023.75 10,177.50 63,000.00
11111943 8,500.00 1,023.75 54,500.00
7171943 88563 10,408.38 54,500.00
11171944 8,500.00 885.63 46,000.00
7111944 747.50 10,133.13 46,000.00
11111945 9,000 00 747.50 37,000.00
71111945 601.25 10,348.75 37,000.00
11111946 9,500.00 601.25 27,500.00
7/111946 446.88 10,548.13 27,500.00
11111947 9,500.00 446.88 18,000.00
7111947 292.50 10,239.38 18,000.00
1/1/1948 10,000.00 292.50 8,000.00
7111948 130.00 10,422.50 8,000.00
1111948 8,000.00 130.00 8,130.00 0.00

Totais 220,000.00 170,248.80 390,248.80
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BOND RESOLUTION

RESOLUTION OF THE PENDLETON COUNTY WATER DISTRICT
AUTHORIZING AND PROVIDING FOR THE ISSUANCE AND SALE OF
$220,000 PRINCIPAL AMOUNT OF PENDLETON COUNTY WATER
DISTRICT WATERWORKS REVENUE BONDS, SERIES 2010 FOR THE
PURPOSE OF FINANCING THE COST (NOT OTHERWISE PROVIDED)
OF THE CONSTRUCTION OF EXTENSIONS, ADDITIONS AND
IMPROVEMENTS TO THE EXISTING WATERWORKS SYSTEM OF SAID
DISTRICT; SETTING FORTH TERMS AND CONDITIONS UPON WHICH
SAID BONDS MAY BE ISSUED AND OUTSTANDING; PROVIDING FOR
THE COLLECTION, SEGREGATION AND DISTRIBUTION OF THE
REVENUES OF SAID WATERWORKS SYSTEM; AND PROVIDING FOR
AN ADVERTISED, PUBLIC, COMPETITIVE SALE OF SAID BONDS.

WHEREAS, the waterworks system (the "System") of the Pendleton County Water District
(the "District") is owned and operated by said District pursuant to Chapters 58 and 74 of the

Kentucky Revised Statutes (the "Act"), and

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

the operation of the System, and

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

WHEREAS, it is the desire and intent of the District at this time to authorize and provide for
the issuance of revenue bonds in the principal amount of $220,000 (the "Current Bonds"), for the
purpose of financing the cost (not otherwise provided) of the construction of extensions, additions
and improvements to the System of the District, in accordance with plans and specifications
prepared by Tetra Tech, 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 so as to rank
on a parity basis with the Series 2004 Bonds, subject to the vested rights and priorities in favor of
the owners of the outstanding Prior First Lien Bonds, and

WHEREAS, the Series 2004 Bonds were issued to and are now held by the U.S. Department
of Agriculture, acting through Rural Development ("RD"), and

WHEREAS, RD, as the Owner of the Series 2004 Bonds, has consented to the issuance by
the District of the Current Bonds, and



WHEREAS, the Public Service Commission of Kentucky has granted to the District a
Certificate of Public Convenience and Necessity, authorizing the construction of said extensions,

additions and improvements, and

WHEREAS, the proceeds of the Current Bonds will be supplemented by Grant Proceeds (as
hereinafter defined) in the amount of approximately $280,000, and by a contribution by the District
in the amount of at least $65,600, to provide the total cost of such construction,

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



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

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

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

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

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

Kentucky, or their successors.

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

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

"Bonds of 1977" or "Series 1977 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds of 1977, dated May 26, 1978, in the original authorized

principal amount of $263,000.

"Bonds of 1997" or "Series 1997 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds, Series 1997, dated March 25, 1998, in the original authorized

principal amount of $747,000.

"Bonds of 2004 or "Series 2004 Bonds" refer to the outstanding Pendleton County Water
District Waterworks Revenue Bonds, Series 2004, dated January 28, 2005, in the original authorized

principal amount of $596,000.

"Bond Resolution of 1977" or ""1977 Bond Resolution" refer to the Resolution authorizing
the Bonds of 1977, duly adopted by the Board of Commissioners of the District on August 22, 1977.

"Bond Resolution of 1997" or "1997 Bond Resolution" refer to the Resolution authorizing
the Bonds of 1997, duly adopted by the Board of Commissioners of the District on May 8, 1997.

"Bond Resolution of 2004" or "2004 Bond Resolution" refer to the Resolution authorizing
the Bonds of 2004, duly adopted by the Board of Commissioners of the District on February 26,

2004.

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



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

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

"Construction Account” refers to the Pendleton County Water District Waterworks
Construction Account, created in Section 301(B) of this Current Bond Resolution.

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

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

"Current Bonds" refers to the $220,000 of Pendleton County Water District Waterworks
Revenue Bonds, Series 2010 authorized by this Resolution, to be dated as of the date of issuance

thereof.

"Current Sinking Fund' refers to the Pendleton County Water District Waterworks Sinking
Fund of 2010, created in Section 401 of this Resolution.

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

"Depreciation Fund" refers to the Pendleton County Water District Waterworks Depreciation
Reserve Fund, described in Section 402 of this Resolution.

“District” refers to the Pendleton County Water District of Pendleton and Campbell
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 Tetra Tech, Inc., or a member of said firm, or their successors.

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

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

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



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

"Government' refers to the United States of America, or any agency thereof, including RD.
"Grant Proceeds" refers to the proceeds of the RD Grant and the Kentucky State Grant.

"Independent Consulting Engineer" refers to a consulting engineer or a firm of consulting
engineers of recognized excellent reputation in the field of waterworks system engineering, and such

definition includes the Engineers named above.

"Interim Lender" refers to any financial institution or governmental agency approved by the
District.

"Kentucky State Grant" refers to the Kentucky State Grant to the District in the amount of
$225,000.

"KRWFC Loan" refers to the outstanding Kentucky Rural Water Finance Corporation
Multimodal Public Projects, Series 2001A Loan, dated June 27, 2001, in the original authorized

principal amount of $374,000.

"Local Counsel" refers to Judy M. Wright, Esq., Falmouth, Kentucky, or any other attorney
or firm of attorneys designated by the District.

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

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

Resolution.

"Operation and Maintenance Fund" refers to the Pendleton County Water District
Waterworks Operation and Maintenance Fund described in Section 401 of this Resolution.

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

funds to pay for same.

"Parity Bonds" refers to bonds which may be issued in the future which, pursuant to this
Resolution, rank on a basis of parity with the outstanding Bonds, as to priority, security and source



of payment, and does not refer to bonds which might be issued so as to rank inferior to the security
and source of payment of the outstanding Bonds.

"“Prior Bonds" refers collectively to the Series 1977 Bonds, the Series 1997 Bonds, the
KRWEFC Loan and the Series 2004 Bonds.

"Prior Bond Resolution” refers collectively to the 1977 Bond Resolution, the 1997 Bond
Resolution and the 2004 Bond Resolution.

"Prior First Lien Bonds" refers to Series 1977 Bonds, the Series 1997 Bonds and the
KRWEFC Loan.

"Prior Sinking Fund" refers to the Pendleton County Water District Waterworks Sinking
Fund, described in Section 401 of this Resolution.

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

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

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

"RD Grant" refers to the RD grant described in Section 804 of this Resolution.

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

approval of the Engineers.

"Revenue Fund" refers to the Pendleton County Water District Waterworks Revenue Fund,
described in Section 401 of this Resolution.

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

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

“Treasurer” refers to the elected or appointed Treasurer of the Commission.



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

States of America.

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

refers to those in this Resolution,

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

outstanding.

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

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

the Project.

Section 105. Authorization of Bonds. The District has heretofore determined that the total
cost of the Project, including preliminary expenses, land and rights-of-way, engineering expense,
capitalized interest during construction, legal and administrative costs, publication costs, initial
deposits required and all incidental expenses, will not exceed $565,600. Therefore, it is hereby
determined to be necessary in order for the District to finance the cost (not otherwise provided) of
the Project that the District issue a total of $220,000 of Current Bonds, based on the following

calculation:




Total cost of Project $565,600

Less:

RD Grant $ 55,000

Kentucky State Grant 225,000

District Contribution 65,600

Total Non-Bond Funds: (345.600)
Balance to be financed by Current Bonds $220,000

Accordingly, for the purpose of financing the cost (not otherwise provided) of the Project,
under the provisions of the Act, there is hereby authorized to be issued and sold $220,000 principal
amount of Pendleton County Water District Waterworks Revenue Bonds, Series 2010.

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 ofeach
year, provided that the first interest payment period will cover interest only from the date of delivery
of'the Current Bonds to the ensuing January 1 or July 1, as the case may be. Principal ofthe 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. Recognition of Prior Bonds. The District hereby expressly recognizes and
acknowledges that the District has previously created for the benefit and protection of the owners
of the Prior Bonds, a certain lien and pledge and certain security rights relating to the System, all
as set forth in the Prior Bonds and in the Prior Bond Resolution.

Section 107. Current Bonds Shall be Payable on Out of Gross Revenues. The Current
Bonds, the Series 2004 Bonds and any additional Parity Bonds that may be issued under the condi-
tions and restrictions hereinafter set forth, shall be payable solely out of the gross revenues of the
System, after providing for the payments on the Prior First Lien Bonds.

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
ofthe District pertaining to the System, enforceable by assignment to any receiver or other operator

proceeding by authority 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 Form. The 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 requirements 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 form of such
Current Bond. The Current Bonds shall be executed on behalf of the District by the manual or
facsimile signature of the Chairman 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 of the 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, 2020, shall not be subject to
prepayment. Principal maturities falling due on and after January 1, 2020, shall be subject to
prepayment by the District on any date falling on and after January 1, 2019, 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.



ARTICLE 3. CONSTRUCTION ACCOUNT; INTERIM FINANCING;
APPLICATION OF PROCEEDS; ARBITRAGE LIMITATIONS.

Section 301. Construction Account; 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 custodian 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
$105,000 (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 $105,000, 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. Itisacknowledged
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 shall not be the Purchaser of the Current
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 necessity 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 of Proceeds 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 of the sale and delivery of the Current Bonds and/or of the receipt of 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 excess of the amount necessary to pay the interest, principal and
costs referred to in subparagraph B(1) of'this Section, such excess amount shall immediately
be deposited in the "Pendleton County Water District Waterworks Construction Account"
hereby created, which shall be established at the Depository Bank. There shall also be
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deposited in said Construction Account the Grant Proceeds, as and when received, or said
Grant Proceeds may be applied, to the extent necessary, to liquidate or reduce any interim
financing owed by the District at the time of receipt of Grant Proceeds. Simultaneously with
or prior to the delivery of the Current Bonds, there shall also be deposited in the Construc-
tion Account the proceeds of the District contribution in the minimum amount of $65,600
(less any amounts theretofore used for authorized purposes), to supplement the proceeds of
the Current Bonds and Grant Proceeds in order to assure completion of the Project.

3 Withdrawal of Funds From Construction Account. 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 Chairman, 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 (1) a Requisition Certificate; and
(2) invoices and/or partial payment estimates bearing the written approval of the Engineers
and the Chairman (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 construction, the District shall disburse Construction Account funds
in a manner consistent with RD Instruction 1780.

The District shall prepare and submit any and all RD Forms 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 $6,220) during the construction of the Project, as
approved by the Engineers and by 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.

&) Investment of Funds in Construction Account. Pending
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

11



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 determined by the Engineers, the Chairman and the RD), provided that to the
extent that any amounts on deposit in said Depository Bank shall cause the total deposits of
the District in said Depository Bank 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 conformity with Section 66.480 of the Kentucky Revised Statutes.
Investments in Certificates of Deposit may be made only if a separate RD Form 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 investments 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 required 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, in the case of any Contractor, that
he has paid his suppliers and subcontractors. Any exceptions must be authorized under RD

Instruction 1780.

N 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, as certified by the Engineers for the District and/or by the RD, any balance then
remaining in the Construction Account may, with the consent of the RD, be applied to the
cost of constructing additional extensions, additions and improvements to the System (the
"Additional Construction"). If such Additional Construction is to be undertaken by the
Contractors previously engaged in the Project, such Additional Construction may be

authorized by a change order.

[f there is a balance remaining in the Construction Account after such
Additional Construction, such balance (subject to legal requirements as to possible refund
of any allocated portion of the balance derived from Grant Proceeds) 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 falling due in any
year on the Bonds will be transferred to the Depreciation Fund.
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Section 302. Interim Financing Authorization,

A. Interim Financing. The District shall use interim financing for the Project
during construction of that portion of the cost of the Project financed by the Current Bonds, if
available at reasonable rates and terms.

The borrowing of up to the aggregate sum of $220,000 from the Interim Lender is
hereby authorized; and the Chairman 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:

(H At the direction of the District, the Interim Lender shall 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)  Atthe 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 prinicipal amount of all Notes shall not exceed $220,000. 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 $220,000 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 Grant Proceeds, the proceeds
ofthe 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 additional proceeds from the Current

Bonds and/or Grant Proceeds.

The District hereby covenants and agrees with the Interim Lender that upon the
issuance and delivery of the Current Bonds and/or the receipt of said Grant Proceeds, 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 the Current Bonds and Grant Proceeds are hereby pledged therefor, and such pledge
shall constitute a first and prior charge against said proceeds.



Although the proceeds of the Current Bonds and Grant Proceeds are pledged to the
repayment of said interim financing, it is recognized that the Grant Proceeds may be applied to the
extent required at the time of receipt of the Grant Proceeds, to the payment of costs of the Project
due and owing by the District at the time of receipt of such Grant Proceeds, rather than to the
repayment of portions of the interim financing at that time. If and to the extent that the Grant
Proceeds are in excess of any costs of the Project due and owing at the time of receipt thereof, such
Grant Proceeds may be applied, in the same manner as set out hereinabove, to the reduction of the
amount of the interim financing, after which, such interim financing may again be increased as
theretofore. The District further pledges the revenues ofthe System to the repayment of said interim
financing, subject to the vested rights and priorities of the pledges securing the Outstanding Bonds.

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
otherwise, of bond anticipation notes and/or grant anticipation notes to the most favorable bidder
on the open market, by concurrent or subsequent proceedings of the District.

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

If the RD agrees to make Multiple Advances to the District pending the delivery of
the Current Bonds, the Chairman is hereby authorized to execute in the name and on behalf of the
District any number of Notes. Each such Note, evidencing an advance of funds by the RD to the
District, shall be in the form 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 be requested 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) deposited into the Construction Account and disbursed in accordance with the provisions of
Section 301 hereof, in which event amounts 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 the 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 Outstanding Bonds.
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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 the 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
that (1) 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 assure 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 Bonds, the Chairman 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, including the execution of necessary and/or desirable certifications of the type
contemplated by Section 148 of the Code in 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 "arbitrage bonds".



ARTICLE 4. FLOW OF FUNDS.

Section 401, Funds. There was heretofore created in the Prior Bond Resolution the
following funds and accounts:

(a) Pendleton County Water District Revenue Fund

(b) Pendleton County Water District Sinking Fund

(c) Pendleton County Water District Depreciation Reserve Fund

(d) Pendleton County Water District Operation and Maintenance Fund

There is hereby created and established in this Resolution the Pendleton County Water
District Sinking Fund of 2010.

All of the Funds shall be maintained with the Depository Bank so long as any Current Bonds
remain outstanding, subject to the right of the District to change Depository Banks.

Section 402. Flow of Funds. All proceedings preliminary to and in connection with the
issuance of the Outstanding Bonds, including provisions made for (i) the receipt, custody and
application ofthe proceeds of the Outstanding Bonds; (ii) the operation of the System on arevenue-
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 Outstanding Bonds and (v) the
depreciation of the System; and all other covenants for the benefit of Bondowners set out in the Prior
Bond Resolution, are hereby ratified and confirmed and 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 full 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 specified in 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 on or before the 20th day of each month, for payment of
interest on and principal of the Prior First Lien Bonds, a sum equal to the total of the following:

(D A sum equal to one-sixth (1/6) of the next succeeding interest payment to
become due on all Prior First Lien Bonds then outstanding, plus

) A sum equal to one-twelfth (1/12) of the principal of all of the Prior First
Lien Bonds maturing on the next succeeding principal payment date.
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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 Prior First Lien Bonds.

C. Current Sinking Fund. At or 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 $6,220) to provide for capitalized interest during
the construction of the Project, 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.

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 Series 2004 Bonds, a sum equal to the total of the

following:

(D) An amount equal to one-sixth (1/6) of the next succeeding six-month interest
payment to become due on the Current Bonds and Series 2004 Bonds then

outstanding, plus

2) A sum equal to one-twelfth (1/12) of the principal of any Current Bonds and
Series 2004 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 Series 2004 Bonds, but subject to the vested rights and

priorities of the Prior First Lien Bonds.

D. Depreciation Fund. Pursuantto the provisions ofthe 2004 Bond Resolution
which requires that an adjustment be made in the Depreciation Fund upon the issuance of bonds
ranking on a parity with the Series 2004 Bonds, it is hereby determined that upon the issuance of
the Current Bonds, and upon completion of the Project, as certified by the Engineers and by RD,
there shall next be transferred from the Revenue Fund the sum of at least $90 each month which
shall be deposited into the Depreciation Fund until there is accumulated in such Depreciation Fund
the sum of at least $10,800, which amount shall be maintained, and when necessary, restored to said
sum of $10,800, so long as any of the 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 collected from potential customers (except the amounts necessary to pay
the actual costs and service connections 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
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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
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 Fund. There shall next be transferred monthly
from the Revenué 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 the RD. So
long as any of the Bonds are held or insured by the RD, the District shall, if requested by the RD,
make the payments required by this Section 402, in monthly installments to the 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 terms
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 amount shall be continuously secured by a
valid pledge of U.S. Obligations, having an equivalent market value, in conformity with
Section 66.480 of the Kentucky Revised Statutes.
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If the RD has purchased any of the Outstanding Bonds, investments in Certificates
of Deposit may be made only if a separate RD Form 402-4 Agreement is executed. Any such 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. All investments of funds
derived from proceeds of the Outstanding Bonds shall be subject to the applicable limitations set out

in Section 303 hereof.

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
all 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 bond or bonds or by a pledge of U.S.
Obligations, having 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 Series 2004 Bonds, Subject to Priority of
Prior First Lien Bonds. 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 Series 2004 Bonds, all of which are owned by RD, together with (ii) a
certification signed by RD to the effect that a legend has been typed, stamped or otherwise affixed
on each of the Series 2004 Bonds held by RD, evidencing the agreement of RD as the then Owner
of the Series 2004 Bonds, to the issuance of the Current Bonds so as to rank on a parity with the
Series 2004 Bonds, such legend to be in substantially the following form:

The holder of this Bond has consented to the issuance of $220,000 of
Pendleton County Water District Waterworks Revenue Bonds, Series
2010 ranking on a parity as to security and source of payment with
this Bond.

Accordingly, it is hereby found and declared that the Current Bonds shall rank and be
payable on a parity with said outstanding Series 2004 Bonds from the gross income and revenues
of the System, subject to the priority of the outstanding Prior First Lien Bonds.
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ARTICLE 5. COVENANTS OF DISTRICT

Section 501. Rates and Charges. The District shall charge such rates and charges for all
services 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 services rendered
by the System without first filing with the Secretary a certification of an Independent Consulting
Engineer that 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 reduction is proposed, as such
annual net revenues are adjusted, after taking into account the projected reduction in annual net
revenues anticipated to result from any such proposed rate decrease, are equal to not less than 120%
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; Audit. The District shall maintain proper records and
accounts relating to the 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 accounts 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 shall 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 other
times to the RD and to any Bondowner requesting the same.

Section 503. System to Continue to be Operated on Fiscal Year Basis; Annual Budget.
While any of the Bonds are outstanding and unpaid, and to the extent permitted 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 shall 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. The District covenants that the operating expenses incurred
in any year will not exceed the reasonable and necessary amounts therefor, and that the District 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 operation of the System for said Fiscal Year,
and, to 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 shall hold an open hearing not later than thirty (30) days before the beginning of the ensuing
Fiscal Year, at which time any Bondowner 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 Bondowner 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:

(D It will faithfully and punctually perform 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 from 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 of the 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) [t will maintain in good condition and continuously operate the System and
appurtenances thereto and will 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 damage in 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 Section 506 hereof
(involving insurance on motors, tanks and structures).

Section 505. Other Covenants Applicable So Long as RD Owns Any Bonds. So long
as the RD shall own any of the Bonds, the District shall comply with such RD regulations,
requirements and requests as shall be made by the RD, including the furnishing of operating and
other financial statements, in 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 may specify, with
insurance carriers acceptable to the RD and compliance with all 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 506. 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 Engineers 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
insure 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. INFERIOR BONDS AND PARITY BONDS

Section 601. Inferior Bonds. Except as hereinafter provided below in this Article, the
District shall not, so long as any Bonds are outstanding, issue any additional bonds payable from the
revenues of the 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 long 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 ofthe 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 Project
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 has obtained a certification 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 Government is as the Owner of the Prior Bonds
at that time or the consent of any other Owners of the Prior Bonds, 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 privilege, of issuing additional Parity
Bonds, but only under the conditions specified in the Current Bond Resolution, which conditions

are as follows:

The District further reserves the right to add new waterworks facilities and/or to finance
future extensions, additions and improvements to the System by the issuance of one or more
additional 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:
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(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.

(©) 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 payable
in approximately equal annual installments.

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

(H any revisions in the System's schedule of rates or charges being
imposed on or before the 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) Compliance 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.

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:
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(a) Adjust the monthly amount to be deposited into the Sinking 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 establishing such
Depreciation Fund, taking into account the 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 1 of each year in
which principal falls due and payable as to interest on January 1 and July 1 of each year until
the final maturity of such Parity Bonds.

Section 605. Prepayment Provisions Applicable to Parity Bonds. If, in connection with
any subsequently issued series of Parity Bonds, 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 Outstanding 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 without the approval of the RD.

Section 606. Consent of the RD Regarding 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 of Surplus 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 time permanently
abandon the use of, or sell at fair market value, any part of the facilities 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;

(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 of bonds in advance of maturity; or (2) replacement
of the facility so disposed of by another facility, the revenues of which shall
be incorporated into the System, as hereinbefore provided;
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(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 long 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 payable, 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 sixty (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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ARTICLE 8. CONTRACTUAL PROVISIONS; GRANT APPROVAL;
MISCELLANEOUS PROVISIONS.

Section 801. Resolution Contractual with Bondowners. The provisions ofthis Resolution
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
any purpose not 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 aménding any of the terms or provisions contained in this Resolution,
subject to the conditions that (a) this 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. All 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 issued and delivered at different times.

Section 803. District Obligated to Refund Current Bonds Owned by Government
Whenever Feasible; Defeasement Prohibited. So long as the Government is the Owner of any
ofthe Current Bonds, if it appears to the Government that the District is able to refund such Current
Bonds in whole or in part, 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 loans 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 terminating
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the lien of the Current Bonds without immediately prepaying all of the then outstanding Current
Bonds.

Section 804. Approval and Acceptance of RD Grant Agreement. The RD has agreed to
make a grant to the District in the amount of $55,000 (the "RD Grant") to supplement the proceeds
of the Current Bonds in order to provide the total cost of the Project, and the RD has requested the
District to approve, accept and execute RD Form 1780-12 (the "RD Grant Agreement"), setting out
the terms and conditions upon which said RD Grant will be made. Said RD Grant Agreement is
hereby approved, and the Chairman and the Secretary are authorized to execute said RD Grant
Agreement on behalf of the District. The Chairman and Secretary are also authorized on behalf of
the District to accept any and all other RD Grants offered to the District in connection with the
Project and to execute any and all RD Grant Agreements and any other documents as may be
requested by the RD in connection with RD Grants which have been and/or which may hereafter be

approved for such Project.

Section 805. 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 Form 1780-27).
(e) Agreement for Engineering Services with the Engineers.

Section 806. 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 (10) days after the date
of adoption of this Resolution and in the event that (1) 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 forthwith, 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 easements, rights-of-way and/or sites for
completion of the Project and whenever the necessary deed is not obtained by negotiation at least
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ten (10) days prior to the date on which 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
easements, rights-of-way and/or sites, or if the District is unable to obtain the approval of the RD
forany such payment, the Commission shall take all reasonably necessary actions, within the powers
and authority of the Commission, to make such additional amount available from all other available

District resources.

Section 807. Authorization to File Required Financing Statements. In the event that it
is determined by Bond Counsel or Local Counsel that the District is required to file any financing
statements under the Kentucky Uniform Commercial Code in order to perfect the pledge of the gross
revenues of the District’s System as security for the Current Bonds, Bond Counsel and/or Local
Counsel are hereby authorized to prepare and file with the appropriate officials such financing

statements as they deem necessary.
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ARTICLE 9. SALE OF CURRENT BONDS

Section 901. Sale of Current Bonds. The Current Bonds shall be offered publicly for sale
upon 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", 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 of publishing notice of the sale of the Current Bonds. Copies of such documents

shall 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. Adjustmentin 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 is in the District's best interest to change the maturities, the applicable
prepayment date or any other dates, the District may adjust the same by a Resolution of the

Commission approving the adjustments.
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ARTICLE 10. CONCLUDING PROVISIONS

Section 1001. Covenant of Districtto Take All Necessary 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 taxation, the District covenants
to and with the Owners of the Current Bonds to take the following action:

(a) The District will (1) 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 "qualified tax-exempt obligations" within the meaning of
Section 265(b)(3) of the 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
$30,000,000; and therefore the District hereby designates the Current Bonds and all interim
financing obligations, including, but not limited to the Note, issued pursuant to Section 302
hereof as "qualified tax-exempt obligations".

(c) The District further certifies that the Current Bonds and any and all interim
financing obligations of the District 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 ofthe Code, and in the event it is determined
by the District, upon the advice of Bond Counsel, that 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 Depository Bank, 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
investments 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 instaliment,
to the extent required, to be made no later than sixty (60) days following the date on which
funds sufficient for the complete retirement of the 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 the Government with regard to the liability or non-liability of the
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District as to any such rebate requirements and to maintain records in regard thereto for the
period of time required by applicable Treasury regulations.

Section 1002. Severability Clause. If any section, paragraph, clause or provision of this
Resolution shall be held invalid, the invalidity of such section, paragraph, clause or provision shall
not affect any of the remaining provisions of this Resolution, which shall continue in full force and

effect.

Section 1003. All Provisions in Conflict Repealed. All motions, resolutions and orders,
or parts thereof, in 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 rescinded, 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 Adoption. This Resolution shall take effect
and be effective immediately upon its adoption.

Adopted this December 17, 2009.

Pendleton County Water District

pr Wz/é A

Chalrr-x{ra)n

(Seal of District)

Afttest:

A //

Secretary
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CERTIFICATION

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary of the
Pendleton County Water District, and that the foregoing Resolution is a true copy of a Resolution
duly adopted by the Board of Commissioners of said District, signed by the Chairman of said
District and attested under Seal by me as Secretary, at a properly convened meeting of said Board
of Commissioners held on December 17, 2009, as shown by the official records of said District in

my custody and under my control.

I 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 has not been modified, amended, revoked or

repealed, and that same is now in full force and effect.

IN TESTIMONY WHEREOF, witness my signature as Secretary and the official Seal of the

District this December 17, 2009.
% /4/

Secretary

(Seal of District)
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EXHIBIT A

Schedule of Principal Payments

Payment Due Principal Payment Due Principal
__January | Payment __January 1 Payment
2012 $3,000 2031 $5,500
2013 3,000 2032 5,500
2014 3,000 2033 6,000
2015 3,000 2034 6,000
2016 3,500 2035 6,500
2017 3,500 2036 6,500
2018 3,500 2037 7,000
2019 3,500 2038 7,000
2020 4,000 2039 7,500
2021 4,000 2040 7,500
2022 4,000 2041 8,000
2023 4,000 2042 8,000
2024 4,500 2043 8,500
2025 4,500 2044 8,500
2026 4,500 2045 9,000
2027 5,000 2046 9,500
2028 5,000 2047 9,500
2029 5,000 2048 10,000
2030 5,500 2049 8,000



EXHIBIT B
(FORM OF FULLY REGISTERED BOND)
UNITED STATES OF AMERICA
COMMONWEALTH OF KENTUCKY

PENDLETON COUNTY WATER DISTRICT
WATERWORKS REVENUE BONDS, SERIES 2009

No. R-1 Interest Rate: % $220,000
KNOW ALL PERSONS BY THESE PRESENTS:

That the Pendleton County Water District (the "District"), acting by and through its Board
of Commissioners (the "Commission"), a public body corporate in Pendleton and Campbell
Counties, Kentucky, for value 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 (§__ )

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

Year Principal Year Principal Year Principal

[Here the printer of the Current Bond 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 applicable 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 58 and 74 of the Kentucky Revised
Statutes (collectively the "Act"), 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 "System").

This Bond is issued on a parity as to security and source of payment with the outstanding
Pendleton County Water District Waterworks Revenue Bonds, Series 2004, dated January 28, 2005
(the "2004 Bonds"), authorized by a Resolution adopted by the Commission of the District on
February 26, 2004 (the "2004 Bond Resolution"); but subject to the vested rights and priorities in
favor of the owners of the outstanding (i) Pendleton County Water District Waterworks Revenue
Bonds 0f 1977, dated May 26, 1978 (the "1977 Bonds"), authorized by a Resolution adopted by the
Commission ofthe District on August22, 1977 (the "1977 Bond Resolution™); (ii) Pendleton County
Water District Waterworks Revenue Bonds, Series 1997, dated March 25, 1998 (the "1997 Bonds"),
authorized by a Resolution adopted by the Commission of the District on May 8, 1997 (the "1997
Bond Resolution™); and (iii) Kentucky Rural Water Finance Corporation Multimodal Public
Projects, Series 2001A Loan, dated June 27, 2001 (the "KRWFC Loan") [hereinafter the 1977
Bonds, 1997 Bonds and KRWFC Loan shall be collectively referred to as the "Prior Bonds"].
Accordingly, this Bond, the 2004 Bonds, together with any bonds ranking on a parity herewith, 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 Prior Bonds.

This Bond has been issued in full compliance with the Current Bond Resolution and the 2004
Bond Resolution; and this Bond, and any bonds ranking on a parity therewith that may be issued and
outstanding under the conditions and restrictions of the Current Bond Resolution and the 2004 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 "Pendleton County Water District Waterworks Sinking Fund".

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 2004 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
aforesaid Act for the security and source of payment of the 2004 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 2004 Bonds, this Bond and all other bonds ranking 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.
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The District has reserved the right to issue additional bonds ranking on a parity as 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 hereof,
after which it shall be transferable only upon presentation 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 the registration book of'the District

kept for that purpose.

The District, at its option, shall have the right to prepay, on any interest payment date on and
after January 1,2019, 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 Dollars ($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 fixed 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 America, 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 other provision of this Bond or with any provision of the
Current Bond Resolution, the registered owner may, at its option, institute all rights and remedies
provided by law or by said Current Bond Resolution.

It is hereby certified, recited and declared that all acts, conditions 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, form 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 Pendleton County Water District, by its Board of
Commissioners, has caused this Bond to be executed by its Chairman, its corporate seal to be
hereunto affixed, and attested by its Secretary, on the date of this Bond, which is

PENDLETON COUNTY WATER DISTRICT

Chairman
Attest:

Secretary

(Seal of District)

PROVISION FOR REGISTRATION

This Bond shall be registered on the registration book of the District kept for that purpose
by the Secretary, as Bond Registrar, upon presentation hereof to said Secretary, who shall make
notation of such registration in the registration blank, and this Bond may thereafter be transferred
only upon written transfer acknowledged by the registered owner or its attorney, such transfer to be
made on said book and endorsed hereon.

Date of Name of Signature
Registration Registered Owner of Bond Registrar

B-4



ASSIGNMENT

For value received, this Bond is hereby assigned, without recourse and subject to all of its
terms and conditions, unto , this day of ,
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Association of Counties Leasing Trust Program

(on LOC Am, on Per
os4I% )

Projected
Annual Total Pmts

1
2
3
4

$10,334 5 .
Estimated Lease Size $10,079 6
$9,824 7
$110,000.00 100.000% | 4 $9,569 8
LOC Applicstion N $0.00 0.000% $10,287 ]
$0.00 0.000% $9,088 10
|Share of ssuance "** N $0.00 0.000% $9,849 1
Closing expenses N $0.00 0.000% $9,330 12
N $0.00 0.000% $9,085 13
$0.00 0.000% $9.602 14
500,00 I $9,220 15
$9.811 16
= i be rebated after Parily $9,385 17
$8.918 18
$9,445 19
Estimated Cost Summary $8,935 20
$10,372 21
Total Interest $71,673.76 $0 22
Total Admin Fees $3,349.34 $0 23
Total Credit Fees $7.242.72 $0 24
y Total Fiduciary Fees $3,155.08 $0 25
Total Local LOC X $0 28
;, | Total Cost $0 27
. * $0 28
. |Effective interest Rate $0 29
 intarmal Rate of Return (RR) ) B8.414% 30
[ Total

Dot of lesue qlal1a97
ma\’{ur:‘;\/ Dade "aO);\.OI_?

C)r::‘.{n N T \‘O,OOO.OO

-y
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o on

Kentucky Association of Counties Leasing Trust Program

cee 2 n
EXHIBIT B
Base Rentals

g 0.00 768.32 35.90 77684 3382 916.68 110,000 118938
; 0.00 490,42 2292 49.58 2159 58449 110,000 18938
0.00 490,42 2292 49.58 21.59 58449 110,000 112938
0.00 400.42 2292 4958 2159 684.49 110,000 198
0.00 490.42 2292 49.58 2159 68449 110,000 t1e9s
0.00 490.42 2292 49.58 2159 584.49 110,000 sy
0.00 490.42 22.92 4958 2159 684.49 110,000 e
0.00 49042 2292 4956 21.59 884.49 110,000 e
3,000.00 490,42 2292 49.56 21.59 3,584.49 107,000 ]
0.00 477.04 2229 4821 21.00 668.64 107,000 13
0.00 477,04 2229 4821 21.00 586.64 107,000 1360
0.00 477.04 2229 4821 21.00 ¢ 688.64 107,000 $13.654
0.00 477.04 2229 48.21 21.00 568.54 107,000 115,604
0.00 47704 2229 4821 21.00 568.54 107,000 ey
0.00 47704 2229 4829 21.00 888.64 107,000 115,604
0.00 47704 2228 48.214 21.00 868.54 101,000 13,994
0.00 A4T7.04 2229 48.21 21.00 568.54 107,000 115,654
0.00 477.04 2228 4821 21.00 568.54 107,000 113,654
0.00 477.04 2228 4821 21.00 868.54 107,000 115,684
0.00 47104 2229 48.21 21.00 588.54 107,000 113,654
3,000.00 477.04 2229 4821 21.00 3,688.54 104,000 12450
0.00 46367 21.67 48.85 20.41 852.60 104,000 112430
0.00 463.67 2167 48.85 20.41 652.60 104,000 12450
0.00 46367 21.67 48.85 20.41 652.60 104,000 112450
0.00 46367 2167 48,85 20.41 552,60 104,000 113450
0.00 483.687 2167 48.85 20.41 852.60 104,000 152450
0.00 483.67 2167 48.85 2041 852.60 104,000 112450
0.00 483.67 21.87 48.85 20.41 £52.60 104,000 112450
0.00 463.67 21.87 48.85 20.41 852.60 104,000 112450
0.00 48387 21.67 48.85 2041 652.60 104,000 112450
0.00 483,87 2167 48.85 20.41 582,80 104,000 12450
0.00 4683.67 2167 48.85 20.41 552,80 104,000 11245
3,000.00 463.67 21.67 48.85 20.41 3,852.60 101,000 109,206
0.00 450.29 21.04 4550 19.82 i 536.68 101,000 109,206
0.00 45029 21.04 45.50 19.82 836.65 101,000 109.206
0.00 45029 21.04 45,50 19.82 538,66 101,000 109,206
0.00 45029 2104 4550 19.82 536.68 101,000 109,206
0.00 45029 21.04 4550 19.82 838.65 101,000 109,206
0.00 45029 21.04 4550 19.82 538.65 101,000 109,206
0.00 45029 21.04 45.50 19.82 538.65 101,000 109,206
0.00 450.29 2104 4550 19.82 538.65 101,000 109,206
0.00 450.29 21.04 4550 19.82 538.65 101,000 109,206
0.00 45029 2104 45.50 19.82 836.68 101,000 109,206
0.00 450.29 21.04 45.50 19.82 $38.65 101,000 109,306
4,000.00 45029 21.04 4550 19.82 4,538,656 1,000 104081
0.00 432,48 20.21 43.70 19.04 616.41 7,000 104,091
0.00 43248 20.21 43.70 19.04 51641 97,000 104981
0.00 432486 2021 43,70 19.04 51841 91,000 104901
0.00 43248 20.24 43.70 18.04 51541 .m0 foisst
0.00 432,48 2021 43.70 19.04 51841 97,000 104981
0.00 432.46 20.21 43.70 19.04 518.41 97000 104001
0.00 432,48 20.21 43.70 19.04 61541 91,000 104281
0.00 432.46 2021 43.70 19.04 51541 7.000 104881
0.00 432.48 2021 43.70 19.04 515.41 91,000 104881
0.00 432468 2021 43.70 18.04 516.41 7,000 104281
0.00 432,48 20.21 43,70 19.04 616.41 1,000 104201
4,000.00 432.48 2021 43,70 19.04 4,51541 1,000 100336
0.00 41463 19.38 41.90 18.25 494.16 93,000 100,336
0.00 414,63 19.38 41.90 18.25 494,16 93,000 100,356
0.00 41463 19.38 41.90 1825 494.18 93,000 100,936
0.00 414863 '19.38 41.90 18.25 494.18 1,000 100,956
0.00 41483 19.38 41.90 18.26 494.16 93,000 100,356
0.00 414,63 19.38 41.90 18.25 454,16 9,000 100,336
0.00 41463 19.38 41.90 18.25 484.18 93,000 100,356
0.00 41463 19.38 4190 18.25 454,16 93,000 10035
0.00 41463 19.38 41.90 18.25 494.16 93.0p0 100356
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Pendleton County Water District Office
EXHIBIT B
Base Rentals

[EOI

RIARUCH

11720/03

ey 14-300> 000

o130

¢ a0t
03/20/04
0420004
4520004
082004
01720004
08/20004
V2004
12004
172004
1220004
N/Rs
02720008
3730005
onons
8200
0472008
1003
002005
L
1072003
11730/08
1220003
01720004
020008
0N/2008
2008
SN2006
06/2006

"

b e, 610008

S, 200

R A PN P PPN

. 19.38 41.90
4,000.00 41463 19.38 41.90
0.00 396.79 1854 40.10
0.00 398,79 1854 40.10
000 398,79 1854 40.40
0.00 396.79 18.54 40.10
0.00 3968.79 18.54 40.10
0.00 398.79 18.54 40.10
0.00 396,79 18.54 40.10
0.00 396.79 1854 40.10
0.00 398.79 1854 40.10
000 398.79 18.54 40.10
396879 1854 4090

4,000.00 396.79 1854 74010
000 378.96 17.71 3820
0.00 378.96 17.71 38.29
0.00 378.96 17.71 38.28
000 378.96 17.74 3829
000 378.06 17.71 3829
000 378.96 17.71 3829
0.0 378.96 17.71 3820
0.00 37696 7.1 3829
000 378.96 17.71 3829
0.00 378.96 17.71 3829
000 378.96 17.71 38.29
5,000.00 378.96 7.1 3829
0.00 358.67 1887 38,04
0.0 356.67 16.67 36.04
000 356.87 1667 36.04
000 356,67 16.67 36,04
0.00 356,67 1667 38.04
0,00 35867 18,67 36.04
0.00 358,67 1867 35.04
0.00 356.67 1667 36.04
000 356,67 1667 36.04
000 356.67 1667 3804
000 356.67 18.67 35,04
5,000.00 356,67 1867 38.04
000 33438 15,63 33.79
000 33438 1563 3.79
000 334.38 15.63 33.79
000 33438 1563 33.79
000 33438 1563 33.79
000 334.38 1563 33.79
000 33438 15.63 3379
0.00 33438 15.63 33.79
000 33438 1563 3379
000 334.38 1563 33.79
000 33438 1563 3370
5,000.00 334.38 1583 33.79
0.00 312.08 1458 31.54
0.00 312.08 1458 31.54
0.0 312.08 1458 31.54
0.00 312.08 1458 31.54
0.00 312.08 1458 31.54
000 312,08 14:58 31.54
000 312.08 14,58 31.54
0.00 312.08 14.58 31.54
0.00 312,08 1458 3154
0.00 312.08 1458 3154
0.00 312.08 1458 31.54
5,000.00 312.08 1458 31.54
0.0 289.79 13,54 29.28
0.00 2689.79 1354 2928
0.00 269.79 13.54 2928
0.00 289.79 1354 2928

04/07/97 12:47 PM

494.16 $3,000 foassé
4494.16 9,000 [
472.90 99,000 %234
472.90 9,000 %291
472.90 29,000 et
472.00 9,000 (e
472.90 9,000 6.291
472.90 5,000 [
47230 99,000 13t
472.90 9,000 [TeL]]
47290 09,000 e
4 472.90 .00 »an
bo0__ 96,231

447290 23,000 ook
451, | 25,000 91,908
451.84 25,000 21,906
481,84 25,000 91,906
461.64 23,000 21,906
481.64 45,000 21,906
451.64 5,000 91,906
451.64 25,000 91,906
481.84 3,000 91906
451.64 3,000 91,906
451.64 8,000 91,904
4581.64 25,000 91906
5451.64 90,000 96,300
425.08 90,000 96,300
425,08 90,000 26,300
426,08 90,000 86,300
426,08 90,000 96,300
426,08 90,000 86,500
42808 90,000 96,500
426.08 90,000 94,500
426,08 0,000 96,300
425.08 90,000 84,300
425.08 90,000 94,300
42508 90,000 94,500
6,428.08 75,000 1,094
398.62 15,000 0004
398.62 75,000 oM
398.62 15,000 1.0
388.82 75,000 21,094
398.62 73,000 ¥ ]
388,62 5,000 1004
398.82 5,000 L]
388.82 3,000 "oM
388.82 73,000 81,00
398.862 5,000 "™
398.82 15,000 81004
8,398.62 70,000 73408
371.94 70,000 75608
371.94 0,000 15608
371.84 70,000 15488
371.94 70,000 73608
371.84 70,000 75408
371.94 70,000 75,508
371.94 70,000 75608
371.84 70,000 73488
371.94 70,000 75688
371.94 70,000 75,888
371.94 16,000 760
8,371.94 63,000 02801
345,37 £5,000 2200
346.37 43,000 .18
348.37 5,000 ‘0281
345.37 65,000 2281
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Pendleton County Water District Office

1354

EXHIBIT B
Base Rentals

1354 2028 12.76 348.37 5,000 10381
1354 20.28 12.78 345.37 63,000 0381
1354 2028 12.76 345.37 43,000 028
1354 20.28 12.76 345.37 43,000 2
13.54 2028 12.76 345,37 €5,000 08
13.54 2028 12.78 348.37 €300 030
1354 2028 12.78 6,346.37 39,000 0,79
1229 2658 1158 31349 39,000 0
1229 2858 11.58 31349 39.000 0,794
1229 2858 11.58 313.49 39,000 @,
1228 2658 11.58 31349 39,000 0,74
1220 26858 1158 . 31349 59,000 o
1229 2858 1158 313.49 39,000 %
12.29 26.58 11.58 31348 39,000 @
1228 2858 11.58 313.49 39,000 @94
1229 2658 11.58 31349 9,000 am
1229 2658 11.58 31349 9,000 0
12.29 26.58 11.58 313.49 29,000 €794
1229 2858 158 6,313.49 53,000 51306
11.04 2388 10.40 281.61 53,000 37,306
11.04 . 2388 10.40 281.61 53,000 57,306
11.04 2388 1040 281.61 33,000 57306
11.04 23.88 10.40 281.61 3,000 31306
11.04 2388 10.40 281.61 53,000 37,306
11.04 2388 10.40 281.61 53,000 31,306
11.04 2388 10.40 281.61 53,000 37306
11.04 2288 10.40 281.61 33,000 37,3506
11.04 2388 10.40 281.61 33,000 51306
11.04 23.88 10.40 281.61 53,000 37308
11.04 2388 10.40 281.64 33,000 e

11.04 23.88 10.40 6,281.61 47,000 0819
0.00 209.54 9.79 ' 21.17 8.22 249.72 47,000 sas19
0.00 200.54 9.79 2147 9.22 249.72 41,000 sos1p
0.00 209.54 .79 2117 8.22 249.72 47,000 souty
0.00 209.54 9.79 21.47 8.22 249.72 47,000 soms
0.00 209.54 .79 21147 0.22 248.72 41,00 saste
0.00 20054 8.79 2147 8.22 249,72 47,000 saste
0.00 209.54 9.79 21.17 0.22 2A49.72 47,000 sasy
0.00 209.54 9.79 2147 022 249.72 41,000 sasty
0.00 209.54 .79 2117 922 249.72 41,000 o9
0.00 200.54 8.79 21.47 822 249.72 47,000 YT
0.00 209.54 9.79 21.17 922 249,72 41,000 sapty
7,000.00 209.54 9.79 2147 9.22 7,249:12 40,000 412%
> 0.00 178.33 8.33 18.02 7.85 212.63 40,000 4.2%
?y 0.00 178.33 8.33 18.02 7.85 21283 40,000 43250
o0 000 L\'\ 178.33 8.33 18.02 7.85 212.53 40,000 41250
DOON 0.00 4\ * 178.33 _ 1 8.3 18.02 7.85 212.53 40,000 53
P« 000 7w’ 47833 - (M7 833 18.02 785 212.63 4000 1%
e 000 17833 9\ 8.33 18.02 7.85 212.83 40,000 0%
0.00 178.33 8.33 18.02 7.85 212,63 40,000 425
0.00 178.33 833 18.02 7.85 212.53 40,000 43250
0.00 178.33 833 18.02 7.85 212.63 40,000 aase
0.00 178.33 8.3 18.02 7.85 212.53 40,000 92%

0.00 17833 8233 1802 7.85 212,53 40.000 s
7.000.00 178.33 8.33 18.02 7.85 7.,212.63 33,000 33,60
» 0.00 14743 6.88 14.87 648 175.38 33,000 sss8t
’Iy 0.00 14743 6.88 14.87 6.48 175.36 33,000 33681
- o0 0.00 W] L }147.13 6.88 14.87 648 175.36 33,000 3868
ool 000 |14 ur13 . 1less 1487 6.48 175.36 33,000 s
gt 000 1\ X 14713 4" 688 14,87 8.48 178.30 33,000 s
0.00 147.13 ’ 8.88 14.87 6.48 176.36 23,000 15401
0.00 14713 6.88 14.87 6.48 175.38 3,000 FTy- 1
0.00 14713 6.88 14.87 6.48 175.36 3,000 pIr
0.00 147.13 6.88 14.87 6.48 178.36 33,000 36
0.00 147.13 6.88 14.87 8.48 175.36 3,000 s
. 0.00 147.13 6.868 14.87 6.48 176.36 330w 23481
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Eendicton County Water District Office

EXHIBIT B
Base Rentals

1487

6.48

ms

* Conpulted of on acssmed rois per cronsm squil o

TIS0000% , sich rate being the ficed

ok per crwean payable under the Swcp Rale by respact fo e Lease,

1 aemanean Candrae inr
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\ . 176. 24,000
e 11592 542 11.71 5.10 138.18 26,000 118
o 11592 542 1.7 5.10 138.18 26,000 2113
ouz0n4 115.92 542 1n 5.10 138.15 26000 2
s (11592 5 542 1.7 5.10 138.18 24000 a1
¢ 11502 ~ 5.42 1. 5.10 138.18 36,000 man
0rene 115.92 542 1" 5.10 138.16 26,000 w18
e 115.02 542 1.7 5.10 138,18 26,000 w13
w4 115.92 5.42 1.7 5.10 138.18 24,000 w1
100014 115.92 542 1.7 5.10 136.18 26,000 ws
‘11aee 115.82 542 11.71 5.10 138.18 26,000 i
13704 15.92 542 1.7 5.10 138.18 36000 - Y1E)
0nons 11592 542 11.71 5.10 B.138.15 18,000 19483
01 80.25 3.75 8.11 353 95.64 12,000 19463
W aons 80.25 3.75 811 3s3 95.64 18,000 19463
. ouons 80.25 3.75 8.11 353 985.84 18,000 1946
4y anons 80.25 3.75 8.11 353 95.64 18,000 Tyr
T s 80.25 3.75 8.11 353 85.64 12,000 19463
2 o10ns 80.25 3.75 8.11 353 95.64 18,000 19483
=3 owzons 80.25 375 8.11 353 98.64 18,000 1946
" a9 owatts 80.25 3.75 8.11 as3 86,64 12,000 1948
‘m se3ons 80.25 3.75 811 353 95.64 14,000 1946
1, . 1o 80.25 75 8.11 3.53 96.64 18,000 19463
10 80.25 3.75 8.11 3.53 . 96564 18,000 1946
- e1none 80.25 ars 8.11 353 8,098.64 10,000 10813
06 0o 4458 208 451 1.96 83.13 10,000 fo81s
w e 44.58 208 451 1.86 83.13 10,000 10913
ns ounane 4458 2,08 451 1.98 53.13 10,000 10813
0 asaone 4458 208 451 1.98 53.13 10,000 10013
RE) 0420n6 4458 208 451 1.96 53.13 10,000 10813
;e wnone 4458 2.08 451 1.968 83.13 10,000 10013
11 0N 4458 2,08 451 1.86 53.13 10,000 10813
- N 44,58 2.08 451 1.96 53.13 10,000 10013
! tor0n¢ 4458 208 451 1.8 5313 10,000 10013
1nnons 44.58 208 451 1.96 83.13 10,000 10013
' _janone 44.58 208 A51 1.96 83.13 16,000 16813
ounon? 4458 208 451 1.96 10,0583.13 ° °
ozony 0.00 0.00 0.00 0.00 0.00 ° °
oy 0.00 0.00 0.00 0.00 0.00 ° °
ooy 0.00 0.00 0.00 0.00 0.00 ° °

$71.673.76 $3,349.34 $7.242.72 $3,155.08 $195,420.88
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LEASE AGREEMENT

KENTUCKY ASSOCIATION OF COUNTIES
LEASING TRUST PROGRAM

LESSEE: Pendleton County Fiscal Court

LESSEE'S ADDRESS: Pendleton County Courthouse
Main Street

Falmouth, KY 41040

DATE OF LEASE: April 3, 1997

TERMINATION DATE: February 1, 2017

This Lease Agreement constitutes a Security Agreement under the
Kentucky Uniform Commercial Code and all right, title and interest of the
Legsor herein has been asgsigned to Liberty National Bank and Trust
Company of Louisville, as trustee under a Trust Indenture dated as of
March 1, 1889 between it, Pendleton County, Kentucky and the Lessor.
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LEASE AGREEMENT

THIS LEASE AGREEMENT, dated the date shown on the cover page
hereof (together with any amendments hereto made in accordance
herewith, this "Lease"), is entered into by and between the
Kentucky Association of Counties Leasing Trust (the "Lessor'"), as
the lessor hereunder, a trust duly created and existing under the
laws of the Commonwealth of Kentucky (the "State"), and the lessee
shown on the cover page hereof (the "Lessee"), das lessee hereunder,
a body politic and corporate validity existing wunder the
constitution, statutes and laws of the State.

WITNESSETH:

WHEREAS, the Fiscal Court of the Lessee (the "Fiscal Court")
has the power, pursuant to Kentucky Revised Statutes, Sections
67.080 and 67.083 to enter into lease agreements with or without
the option to purchase in order to provide for t use of property

for public purposes;

WHEREAS, the Fiscal Court has previously determined, and
hereby further determines, that the Lessee is in need of the
Project, as defined herein:;

WHEREAS, the Fiscal Court has determined and hereby
determines that it is in the best interests of the Lessee that the
Lessee and the Lessor enter into this Lease for the leasing by the
Lessee from the Lessor of the Project;

WHEREAS, the execution, delivery and performance of this
Lease, have been authorized, approved and directed by the Fiscal
Court by an ordinance or resolution finally passed and adopted by

the Fiscal Court;

WHEREAS, the execution, delivery and performance of this Lease
by the Lessor have been authorized, approved and directed by all
necessary and appropriate action of the Lessor;

WHEREAS, the Lessor desires to lease the Project to the
lLessee, and the Lessee desires to lease the Project from the
Lessor, pursuant to the terms and conditions and for the purposes

set forth herein; and

WHEREAS, the Base Rentals and Additional Rentals payable by
the Lessee under the Lease are a limited obligation of the Lessee,
payable from the appropriation in each year hereof of moneys
sufficient to pay such Base Rentals and Additional Rentals.



NOW, THEREFORE, for and in consideration of the mutual
promises and covenants herein contained, the parties hereto agree

as follows:

ARTICLE I
DEFINITIONS

All words and phrases will have the meanings specified below
unless the context clearly requires otherwise. Terms not defined
herein will have the meanings assigned to them in the Indenture.

"Additional Rentals" means the aggregate of (i) any expenses
(including attorneys' fees and expenses) of the Lessor and/or the
Credit Facility Provider in defending an action or proceeding in
connection with this Lease and/or any Collateral Documents relating
to this Lease or in enforcing the provisions of this Lease and/or
any Collateral Documents relating to this Lease, (ii) any taxes or
any other expenses, including, but not 1limited to, licenses,
permits, state and local sales and use or ownership taxes or
property taxes and recording fees and/or other fees which the
Lessor is expressly required to pay as a result of or in connection
with this Lease and/or any Collateral Documents relating to this
Lease, (iii) any deficiency in the Lessee's Proportionate Share of
the Debt Service Reserve Requirement (together with interest that
may accrue on said amounts in the event that the Lessee fails to
pay the same, as set forth herein), (iv) the Lessee's Proportionate
Share of any Administrative Fees, Credit Fees and Fiduciary Fees
to the extent the same are not included in and paid as Base
Rentals, (v) for Fiscal Years in which the principal component of
Base Rentals do not correspond to fixed rate Bonds, the Lessee's
Proportionate Share of interest on variable rate Bonds, as provided
in Section 6.1(e), and (vi) any deficiency in investment income on
the Lessee's Proportionate Share of the Debt Service Reserve
Requirement for purposes of paying interest on the Lessee's
Proportionate Share of a principal amount of Bonds equal to the
Debt Service Reserve Requirement, and (vii) any costs incurred by
the Lessor ,in connection with a Rate Swap Termination which occurs
by reason of an Event of Default or an Event of Nonappropriation.

"Administrative Fees" means the fees and expenses of the
Lessor in administering the Program.

"Base Rentals" means the payments payable by the Lessee
pursuant to Section 6.1(a), which constitute the payments payable
by the Lessee for and in consideration of the right to use and the

option to purchase the Project.



"Bonds" means the $200,000,000 Money Market Municipal Multi-
County Lease Revenue Bonds (Kentucky Association of Counties
Leasing Trust Program) Series 1989 issued by the Issuer to fund the
Kentucky Association of Counties Leasing Trust Program.

"Business Day" means any day of the year other than a
Saturday, Sunday or other day on which banks in the City of New
York, New York or the State are authorized or required by law or
executive order to close.

"Code" means the Internal Revenue Code of 1986, as amended.

"Collateral Document" means the Letter of Credit and the
Mortgage and any other mortgage, letter of credit, escrow
agreement guaranty, security agreement, pledge agreement, title
insurance policy or other document, if any, required by the Credit
Facility Provider, in form and substance acceptable to the Credit
Facility Provider, and securing the obligations of the Lessee under
'thls Lease or grantlng a lien on or security interest in the
" Project or executed in connection with this Lease. If no
Collateral Documents are required by the Credit Facility Provider,
references herein to Collateral Documents will be disregarded and

of no force and effect.

Completion Date" means the date on which completion of the
construction, acquisition, installation and equipping of the
Project occurs, as evidenced by the certificate provided for in
Section 7.4.

"Costs" means, with respect to a Project, all or any part of
the cost of construction, installation and acquisition of all land,
buildings, structures, machinery and equipment; finance charges;
extensions, enlargements, additions, replacements, renovations and
improvements; engineering, financial and legal services; plans,
specifications, studies, surveys, estimates of cost of revenue,
administrative expenses, expenses necessary or incidental to
determining the feasibility or practicability of constructing a
Project; and such other expenses as may be necessary or incidental
to the construction, installation and acquisition of a Project, the
financing of such constructlon, installation and acquisition,
interest during construction, installation or acquisition and the

placing of the Project in service.

"Credit Facility" means the Credit Facility which supports the
payment and purchase of the Bonds, initially the irrevocable,
direct pay letter of credit issued by the initial Credit Facility

Provider.



"Credit Facility Provider" means the issuer of the Credit
Facility, initially Commonwealth Bank of Australla, acting through

its New York Branch.

"Credit Fees" means all fees, expenses (including attorneys'
fees and expenses) and other amounts which are payable to the
Credit Facility Provider under the Credit Facility Agreement.

"Event of Nonappropriation" means an event described in
Section 6.6(a).

"Fiduciary Fees" means all fees, expenses (including
attorneys' fees and disbursements) and other amounts payable to
the Trustee, the Paying Agent, the Registrar, the Remarketing Agent
and any independent certified public accountants or independent
financial consultants and other consultants in connection with the

Program.

"Financing Statements" means Uniform Commercial Code financing
statements (on Form UCC-1 and/or UCC-3) naming the Lessee as
debtor, the Lessor as secured party and the Trustee as assignee of

the secured party.

_ "Fiscal Court" means the duly elected governing board of the
Lessee or any successor to its functions.

"Fiscal Year" means the twelve (12) month period of each year
commencing on July 1 and ending on the next June 30.

"Force Majeure'" means the following: acts of God; strikes,
lockouts or other industrial disturbances; acts of public enemies;
orders of restraints of any kind of the government of the United
States of America or of the State or any of their departments,
agencies or officials or any civil or military authority:
insurrection; riots; landslides; earthquakes; fires; storms;
droughts; floods; explosions; breakage of or accidents to
machinery, transmission pipes or canals; or any other cause or
event not within the control of the Lessee but not due to the
Lessee's negligence, excluding, however, any cause or event that
can be cured by the payment of money.

’ "Indenture" means the Trust Indenture dated as of March 1,
1989, Dbetween the Issuer, the Trustee and the Lessor and any

amendments or supplements thereto.

"Independent Counsel" means an attorney duly admitted to the
practice of law before the highest court in the State and who is
not an employee of the Lessor or the Lessee.



"Issuer" means Pendl%ton County, Kentucky.

"Lease" means this Lease Agreement and any amendments or
supplements hereto entered into in accordance with the provisions
hereof, including the Exhibits attached hereto.

"I.ease Rental Payments" means Base Rentals and Additional
Rentals.

"Lease Term" means the term of this Lease as determined
pursuant to Article IV hereof.

"Lessee" means the Lessee identified on the cover page hereof.

"Lessee Acquisition Account" means the account by that name
established for the Lessee by the Trustee under the Indenture.

"Lessee Representative" means the person or persons at the
time de51gnated to act on behalf of the Lessee for the purpose of
performing any act under this Lease by a written certificate
furnished to the Lessor containing the specimen signature of such
person or persons and signed on behalf of the Lessee by an

authorized official of the Lessee.

"Lessor" means Kentucky Association of Counties Leasing Trust,
acting as lessor under this Lease, or any successor thereto actlng
as lessor under this Lease.

"Lessor Representative" means any person or persons at the
time designated to act on behalf of the Lessor for purposes of
performing any act on behalf of the Lessor under this Lease by a
written certificate furnished to the Lessee containing the specimen
signature of such person or persons and signed on behalf of the
Lessor by an authorized officer of the Lessor.

"Letter of Credit" means, as of any time, the letter of
credit, if any, which is in effect at such time in accordance with
the provisions of Section 11.5. If no Letter of Credit is required
by the Credit Facility Provider, references herein to the Letter
of Credit will be disregarded and of no force or effect.

"Mortgage" means the real estate mortgage on the Site from the
Lessor to the Trustee (if the same is required by the terms of this

Lease).

"Net Proceeds," when used with respect to any performance or
payment bond proceeds or proceeds of insurance, including self-
insurance, required hereunder, or any condemnation award, or any
proceeds resulting from default or breaches of warranty under the
construction contract or any other contract relating to the
Project, or any portion thereof, or proceeds from the sale,

5



scrapping or trade-~in (in which event the proceeds from a trade-in
shall be deemed to be the amount of any credit received upon such
trade-~in) of the Project or any portion thereof by the Lessee
pursuant to Section 10.3(b) of this Lease, means the amount
remaining after deduction from such proceeds or award of (i) all
expenses (1nclud1ng, without limitation, attorneys' fees and costs)
incurred in the collection of such proceeds or award, and (1i) all
other fees, expenses and payments incurred in connectlon with the
event giving rise to such proceeds or award and due to the Lessee,
the Trustee, the Credit Facility Provider, the Issuer or the

Lessor.

"Officer's Certificate" means a certificate signed by an
authorized official of the Lessee or by any other representative
designated from time to time for such purpose by the Lessee.

"Paying Agent" means Chemical Bank, New York, New York, or any
successor paying agent for the Bonds appointed pursuant to the

Indenture.

"Permitted Encumbrances" means, as of any particular time, (a)
liens for taxes and assessments not then dellnquent or liens which
may remain unpaid pursuant to the provisions of Section 10.4 and
Section 11.2; (b) this Lease; (c) the Mortgage; (d) utility, access
and other easements and rlghts of way, restrictions and exceptions
which do not, in the opinion of the Independent Counsel, interfere
with or impair the title to or the use and enjoyment of the
Project; (e) any financing statements filed to perfect security
interests created or permitted by this Lease or any Collateral
Document, (£f) any liens, mortgages, security interests and other
encumbrances that are subject and subordinate in all respects to
the liens, mortgages and security interests of this Lease, the
Indenture and the Mortgage and that are (i) approved in wrltlng by
the Lessor and the Credit Facility Provider or (ii) in favor of the
issuer of the Letter of Credit, and (g) such minor defects,
irregularities, encumbrances and clouds on title as normally exist
with respect to property of the general character of the Project
and as do not, in the opinion of the Independent Counsel,
materially impair title to or the use and enjoyment of the Prcject.

"Program Administrator" means the Lessor or such other entity
or unincorporated association as may be appointed in accordance
with the Indenture to administer the Program and perform the duties
and obligations of Program Administrator under the Indenture.

"Project" means, collectively, the land, real estate,
improvements, bUlldlngS, structures or other real property, if any,
and the equipment, machinery, furnishings, furniture, vehicles and
other personal property, if any, leased to the Lessee under this
Lease, as more particularly described in Exhibit A hereto as such
description may be amended from time to time with the consent of
the Lessor and the Credit Facility Provider, and any property

6



acquired in replacement or substitution therefor, or in the
improvement or modification thereof, pursuant to Sections 8.2, 10.2
or 10.3, less any property released from the terms of this Lease
pursuant to Section 10.3 or damaged, destroyed or condemned as

provided in Section 8.1.

"Rate Swap" means an interest rate swap transaction entered
into between the Lessor, as fixed rate payor, and the Credit
Facility Provider, as floating rate payor, and predicated upon a
corresponding interest rate swap transaction entered into between
the Credit Facility Provider, as fixed rate payor, and the Swap
Provider, as floating rate payor.

"Rate Swap Termination'" means, with respect to a Rate Swap
that has become effective with respect to this Lease, the
termination of such Rate Swap in accordance with its terms (whether
by reason of the occurrence of an Event of Default thereunder with
respect to the Lessor or Credit Facility Provider, or the
occurrence of an Event of Default under, or the termination of, the
interest rate swap transaction upon which such Rate Swap is
predicated, or the occurrence of an Event of Default or an Event
of Nonappropriation hereunder, or the expiration of the term of

such Rate Swap, or otherwise).

"Registrar" means the Paying Agent or any entity
appointed by the Issuer and CoLT to act as registrar for the Bonds.

"Remarketing Agent'" means Shearson Lehman Hutton Inc. and
First Kentucky Securities Corp. or any other remarketing agent for
the Bonds appointed pursuant to the Indenture.

"site" means the real estate on which buildings, improvements
or fixtures constituting the Project are to be constructed or
installed and which is described in Exhibit A, title to which will

be in the Lessor.
"State" means the Commonwealth of Kentucky.

"Swap Provider" means the provider of the interest rate swap
transaction upon which a Rate Swap is predicated, initially Merrill

Lynch Capital Services, Inc.

"Trustee" means Liberty National Bank and Trust Company of
Louisville, a national banking association organized and existing
pursuant to the laws of the United States of America, as trustee
under the Indenture, and any successor trustee at the time serving

as such under the Indenture.

[End of Article I}



ARTICLE II
REPRESENTATIONS, COVENANTS AND WARRANTIES
Section 2.1. Representations, Covenants and Warranties of the

Lessee. The Lessee represents, covenants and warrants for the
benefit of the Lessor and the Credit Facility Provider as follows:

(a) The Lessee is a body politic and corporate, validly
organized and existing in good standing under the laws of the
State, has full power and authority to enter into and to
perform its obligations under, this Lease, and has duly
authorized and taken the necessary acts required prior to
(including all required approvals) the execution and delivery
of this Lease. The Lessee warrants this Lease to be a valid,
legal and binding obligation of the Lessee, enforceable
against the Lessee in accordance with its terms.

(b) The Lessee agrees that during the Lease Term it will
maintain its existence, will continue to be a political
subdivision in good standing in the State, and will not,
without the consent of the Credit Facility Provider,
consolidate with or merge into any other person or entity or
permit any other person or entity to consolidate with or merge
into it, except if such consolidation or merger is pursuant
to a referendum, such other person or entity is another
political subdivision of the State and the political
subdivision of the State created thereby or surviving the same
expressly assumes (or, if the same is the Lessee, affirms),
pursuant to a written instrument satisfactory to the Lessor
and the Credit Facility Provider, all of the Lessee's

obligations hereunder.

(c) Neither the execution and delivery of this Lease nor
the consummation of the transactions contemplated hereby, nor
the fulfillment of or compliance with the terms and conditions
hereof conflicts with or results in a breach of the terms,
conditions, or provisions of any restriction or any agreement
or instrument to which the Lessee is now a party or by which
the Lessee is bound, or constitutes a default under any of the
foregoing, or conflicts with or results in a violation of any
provision of law or regulation applicable to the Lessee or
results in the creation or imposition of any 1lien or
encumbrance - whatsoever upon any property or assets of the
lessee (except for any Permitted Encumbrances); and no
representation, covenant and warranty herein is false,
misleading or erroneous in any material respect.

(d) There is no action, suit, proceeding, inquiry or
investigation, at law or in eguity, before or by any court,
public board or body, pending or known to be threatened



against or affecting the Lessee nor to the best of the
knowledge of the Lessee is there any basis therefor, wherein
an unfavorable decision, ruling, or finding would materially
and adversely affect the transactions contemplated by this
Lease or which would adversely affect, in any way, the
validity or enforceability of this Lease or any material
agreement or instrument to which the Lessee is a party, used
or contemplated for wuse in the consummation of the
transactions contemplated hereby, or the authority or ability
of the Lessee to perform its obligations hereunder or

thereunder.

(e) The estimated Costs of the Project are not less than
the amount shown on Exhibit A. The Project has been or will
be designed and constructed so as to comply with all
applicable building and zoning ordinances and regulations, if
any, and any and all applicable judicial and state standards
and requirements relating to the Project. The Lessee has
obtained, or will obtain as soon as practicable (but in any
event not later than the time or times when required by
applicable law), all licenses, permits or other approvals
necessary for the acquisition, construction, installation and

use of the Project.

(f) The Lessee covenants that, to the extent then
permitted by law, if this Lease is terminated by reason of an
Event of Nonappropriation or an Event of Default, it will not
purchase, lease or rent property performing functions similar
to these performed by the Project or any portion thereof or
permit functions similar to those performed through the use
of the Project or any portion thereof to be performed by its
own employees or by any agency affiliated with or hired by the
Lessee, for the period ending on the date of the end of the
term of the Fiscal Court-then in office, but this restriction
will not apply if the Project or any portion thereof is sold,
re~leased or otherwise disposed of by the Credit Facility
Provider and the amount received (less costs of such
disposition) is sufficient to pay the then applicable Optional

Payment Price.

(g) The Lessee will not take or permit, or omit to take
or cause to be taken, any action that would adversely affect
the exclusion from gross income for federal income tax
purposes of the designated interest component of Base Rentals
payable by the Lessee and, if it should take or permit, or
omit to take or cause to be taken, any such action, the Lessee
will take or cause to be taken all lawful actions within its
power necessary to rescind or correct such actions or
omissions promptly upon having knowledge thereof. The Lessee

specifically covenants:



(1) At least one of the following two conditions
will be satisfied: (A) less than 10% of the amounts
deposited in the Lessee's Lessee Acquisition Account will
be used directly or indirectly in the business of a
person other than a state or local governmental unit or
(B) less than 10% of the principal or interest components
of Base Rentals is directly or indirectly (a) secured by
an interest in property used or to be used in a private
business or any interest in payments made with respect
to such property or (b) to be derived from payments made
with respect to property, or borrowed money, used or to
be used in a private business;

(2) Less than 5% of the amounts deposited in the
Lessee's Lessee Acquisition Account will be used by
nongovernmental persons for a use unrelated to the

Project;

(3) It will not loan directly or indirectly more
than 5% of the amounts deposited in the Lessee's Lessee
Acquisition Account to nongovernmental persons;

(4) It will not enter into any management contract
with respect to the Project unless it obtains an opinion
of Bond Counsel that such management contract will not
impair the exclusion from gross income for federal income
tax purposes of the interest component of Base Rentals;

(5) The Lessee and the Lessor acknowledge that the
continued exclusion of the interest component of Base
Rentals from gross income for federal income tax purposes
depends, in part, upon compliance with the arbitrage
limitations imposed by Section 148 of the Code (other
than subsections (c)(2) and (f) of said Section 148).
The Lessee covenants that it will comply with all the
requirements of Section 148 of the Code (other than
subsections (c) (2) and (f) of said Section 148), and that
it will not permit at any time any of the amounts
deposited in the Lessee's Lessee Acquisition Fund or
other funds of the Lessee to be used, directly or
indirectly, to acquire any asset or obligation, the
acquisition of which would cause the obligation of the
Lessee under this Lease to be an "arbitrage bond" for
purposes of Section 148 of the Code (other than
subsections (c)(2) and (f) of said Section 148); and

(6) The interest component of Base Rentals is not
and will not be "federally guaranteed" as defined in
Section 149(b) of the Code.

(h) The acquisition, construction and installation of
the Project, under the terms and conditions set forth in this

10



Lease, are 1in furtherance of the Lessee's governmental
purposes, serve a public purpose and are in the best interests

of the Lessee.

(i) During the Lease Term, the Project will at all times
be used only for the purpose of performing one or more lawful
governmental functions of the Lessee.

(j) The Lessee has not defaulted in the payment of any
obligation on which it was or is the primary obligor.

(k) The Lessee will comply with all procurement codes
and purchasing laws and regulations applicable to it and to
the Project.

(1) This Lease is not entered into by the Lessee to
reimburse advances made by the Lessee from its own funds for
a Project purchased or acquired by the Lessee more than three
years prior to the date of this Lease; and any advances will
be reimbursed only if the Lessee provides the Lessor with
written evidence of the Lessee intent to issue debt or enter
into a lease to finance such advances.

(m) The Lessee will not use Lease proceeds to refund any
tax-exempt debt issued on its behalf, unless such Lessee
delivers to the Trustee and the Lessor an opinion of Bond
Counsel to the effect that such use of proceeds of the Bonds
will not adversely affect the exclusion of the interest on the
Bonds from grcss income for federal income tax purposes.

Section 2.2. Representations, Covenants and Warranties of
Lessor. The Lessor represents, covenants and warrants for the

benefit of the Lessee as follows:

(a) The Lessor is a trust duly created and validly
existing under the laws of the State, has all necessary power
and authority to construct, acquire and install the Project
and to enter into, and perform its obligations under, this
Lease, is possessed of full power to own and hold real and
personal property and to lease and sell the same as lessor,
and has duly authorized the execution and delivery of this

Lease.

(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 Lessor is now a party or by which
the Lessor is bound, or constitutes a default under any of the

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

[End of Article II]
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ARTICLE III
DEMISING CLAUSE
The Lessor leases the Project to the Lessee, and the Lessee

leases the Project from the Lessor, in accordance with the
provisions of this Lease, to have and to hold for the Lease Term.

[End of Article III]
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ARTICLE IV
LEASE TERM

Section 4.1. Duration of ILease Term; Iessee's Annual Right
to Terminate; Furnishing of Budgets and Appropriation Ordinances.
The Lease Term will commence and terminate on the dates shown on
the cover page hereof unless earlier terminated as provided in
Section 4.2. In the event that the Lessee determines, for any
reason, to exercise its annual right to terminate this Lease,
effective on June 30 of any Fiscal Year, the Lessee must give
written notice to such effect to the Lessor not later than May 31
of such Fiscal Year: provided, however, that a failure to give such
notice will not constitute an Event of Default, nor prevent the
Lessee from terminating this Lease, nor result in any liability on
the part of the Lessee (except for the payment of all Lease Rental
Payments accrued prior to the termination of this Lease). The
exercise by the Lessee of its annual option to terminate this Lease
will be conclusively determined by the occurrence of an Event of
.Nonappropriation as provided in Section 6.6. The Lessee will in
-~ any event, whether or not this Lease is to be terminated, furnish
" the Lessor with copies of its annual budget and approprlatlon
ordinance (and any supplemental approprlatlon ordinance relating
to this Lease) promptly after the budget is adopted and the
approprlatlon ordinance (and any supplemental appropriation
ordinance relating to this Lease) is enacted by the Lessee.

Unless and until terminated as provided in Section 4.2, the
Lease Term will continue in effect from Fiscal Year to Fiscal Year.

Section 4.2. Termination of ILease Term. The Lease Term will
terminate upon the earliest of any of the following events:

(a) June 30 of any Fiscal Year during which there has
occurred an Event of Nonappropriation as provided in Section
6.6 (provided that the Lease Term will not be deemed to have
been terminated if the Event of Nonappropriation is cured as

provided in Section 6.6);

(b) The purchase by the Lessee of the Project as
provided in Article XII of this Lease;

(c¢) An Event of Default and termination of this Lease
as provided in Article XIV of this Lease; or

(d) Conveyance of the Project to the Lessee upon payment
by the Lessee of all Base Rentals for the entire Lease Term
and all Additional Rentals accrued to the date of termination

of this Lease.

Termination of the Lease Term will terminate all obligations
of the Lessee to pay Lease Rental Payments, except the payment of
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all Lease Rental payments accrued to the date of termination of
this Lease, and will terminate the Lessee's rights to use; possess
or occupy the project under this Lease (unless a conveyance of the

project to the Lessee has occurred pursuant to Article XII of this
Lease) .

[End of Article IV]
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ARTICLE V
ENJOYMENT OF THE PROJECT

The Lessor hereby covenants that the Lessee will during the
Lease Term peaceably and quietly have and hold and enjoy the
Project without suit, trouble or hindrance from the Lessor, except
as expressly required or permitted by this Lease or any Collateral
Document. The Lessor will not interfere with the quiet use and
enjoyment of the Project by the Lessee during the Lease Term, so
long as no Event of Default or Event of Nonappropriation has
occurred. The Lessor will, at the request of the Lessee and at the
cost of the Lessee, join and cooperate fully in any legal action
in which the Lessee asserts its right to such possession and
enjoyment, or which involves the imposition of any taxes or other
governmental charges on or in connection with the Project. In
addition, the Lessee may at its own expense join in any legal
action affecting its possession and enjoyment of the Project, and
will be joined (to the extent legally possible, and at the expense
of the Lessee) in any action affecting its liabilities hereunder.

The provisions of this Article V will be subject to the
Lessor's right to inspect the Project and records of the Lessee

pursuant to Section 9.7.

[End of Article V]
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ARTICLE VI
PAYMENTS BY THE LESSEE
Section 6.1. Base Rentals and Additional Rentals.

(a) The Lessee will pay Base Rentals in the amounts and
at the times set forth in Exhibit B, as said Exhibit B is in
effect on the first day of each Fiscal Year during the Lease
Term. The Lessee agrees and acknowledges that Exhibit B may
be amended at any time for the following purposes:

(i) to reflect an increase in Administrative
Fees, Credit Fees or Fiduciary Fees;

(ii) to reamortize the principal component of Base
Rentals in the event moneys are transferred from the
Lessee's Lessee Acquisition Account as provided in
Sections 7.1, 7.2 and 7.4;

(iii) to reflect a change in the interest component
of Base Rentals if the Lessee exercises its option to
convert the interest rate on this Lease to a fixed rate
as described in Section 6.7 following a Rate Swap

Termination; and

(iv) to reflect a change in the rate used to
computq the interest component of Base Rentals if (A4)
there is a Rate Swap Termination, (B) following a Rate
Swap Termination, a different Rate Swap becomes effective
with respect to this Lease, and/or (C) following a Rate
Swap Termination, no other Rate Swap becomes effective
with respect to this Lease and (1) an assumed rate is
used to compute the interest component of Base Rentals
or (2) there is a change in the assumed rate used to
compute the interest component of Base Rentals, in each
case, as described in Section 6.1(f).

If the Lessor or the Credit Facility Provider determines that
an amendment to Exhibit B is appropriate, the Lessor will mail
to the Lessee a revised Exhibit B (identified by date or other
means), by certified mail, postage prepaid. Said amendment
will become effective and w111 for all purposes become a part
of this Lease and will reflect Base Rentals to be paid by the
Lessee for subsequent Fiscal Years (unless Exhibit B is
further amended as provided in this Section) upon the earlier
of the acknowledgment thereof by the Lessee or automatically
on the first day of the next Fiscal Year; provided that any
amendment mailed by the Lessor after May 1 of any year will
become effective upon the earlier of the acknowledgment
thereof by the Lessee or automatically on the first day of the
second succeeding Fiscal Year; and provided further that any
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amendment pursuant to clause (iii) of subsection (a) will
become effective simultaneously with the related conversion
of the interest rate on this Lease to a fixed rate as
described in Section 6.7 following a Rate Swap Termination.

(b) Except as provided in subsection (e) of this
Section, the Lessee will pay Additional Rentals within fifteen
(15) days after a written request therefor is mailed to the
Lessee by the Lessor, except that any deficiency in the
Lessee's Proportionate Share of the Debt Service Reserve
Requirement may be paid in not more than six (6) equal monthly
installments.

(¢) Any Lease Rental Payment that is not paid within 10
days of the date due will bear interest thereon at the
"Default Rate" as defined in the Indenture (which, with
respect to the initial Credit Facility, is the rate per annum
equal to the Credit Facility Provider's prime rate plus a
margin at least equal to 3%). Amounts due pursuant to this
subsection will be deemed to be Additional Rentals due and
payable when incurred and without further written demand

therefor.

(d) Notwithstanding anything herein to the contrary, if
this lLease and any Collateral Documents are assigned and
become payable exclusively to the Credit Facility Provider,
the interest component of Base Rentals will be changed
automatically (without any necessity to amend Exhibit B) to
be equal to the "Default Rate" as defined in the Indenture
(which, with respect to the initial Credit Facility, is the
rate per annum equal to the Credit Facility Provider's prime

rate plus a margin at least equal to 3%).
(e) The Lessee acknowledges and agrees as follows:

(i) As of the date of this Lease, the interest
components of Base Rentals have been calculated at a
fixed interest rate equal to the fixed interest rate
payable under a Rate Swap that has become effective with
respect to this Lease (and on the basis of the
amortization of the principal component of Base Rentals
set forth in Exhibit B);

(ii) Upon the occurrence of a Rate Swap Termination,
(a) if another Rate Swap becomes effective with respect
to this Lease, Exhibit B will be amended as described in
Section 6.1(a) to cause the interest components of Base
Rentals to be recalculated at a fixed interest rate equal
to the fixed interest rate payable under such Rate Swap,
or (b) if no other Rate Swap becomes effective with
respect to this Lease, (1) Exhibit B will be amended as
described in Section 6.1(a) to cause the interest
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components of Base Rentals to be recalculated at an
assumed interest rate determined by the Lessor, with the
consent of the Credit Facility Provider, as provided in
the Indenture, and (2) thereafter, Exhibit B may be
further amended as described in Section 6.1 (a) to cause
the interest components of Base Rentals to be
recalculated at a different assumed interest rate
determined by the Lessor, with the consent of the Credit
Facility Provider, as provided in the Indenture;

(iii) If an amendment to Exhibit B described in the
preceding clause (ii) becomes effective (in accordance
with Section 6.1(a)) subsequent to the effective date of
the related Rate Swap Termination, then (a) after notice
from the Lessor, the Lessee will receive a credit against
the Base Rental payable on August 1 of the Fiscal Year
in which such amendment becomes effective in an amount
equal to the excess, if any, of the aggregate of the
interest components of Base Rentals paid by the Lessee
during the period between the effective date of the
Related Swap Termination and the effective date of such
amendment (at the rate used to calculate such interest
components) over the Lessee's Proportionate Share of all
interest paid on variable rate Bonds other than a
principal amount of variable rate Bonds equal to the Debt
Service Reserve Requirement during such period, or (b)
after notice from the Lessor, the Lessee will pay as
Additional Rentals not later then August 1 of the Fiscal
Year in which such amendment becomes effective, an amount
equal to the excess, if any, of the Lessee's
Proportionate Share of all interest paid on variable rate
Bonds other than the principal amount of variable rate
Bonds equal to the Debt Service Reserve Requirement
during the period between the effective date of the
Related Swap Termination and the effective date of such
amendment over the aggregate of the interest components
of Base Rentals paid by the Lessee during such period (at
the rate used to calculate such interest components);

(iv) If an assumed interest rate is used to
calculate the interest components of Base Rentals
following Rate Swap Termination as described in the
preceding clause (ii), then (a) after notice from the
Lessor, the Lessee will receive a credit against the Base
Rental payable on August 1 of each Fiscal Year,
commencing with the Fiscal Year next succeeding the first
full Fiscal Year during which such assumed interest rate
has been effective pursuant to an amendment to Exhibit
B, in an amount equal to the excess, if any, of the
aggregate of the interest components of Base Rentals paid
by the Lessee during the preceding Fiscal Year (at such
assumed interest rate) over the Lessee's Proportionate
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Share of all interest paid on variable rate Bonds other
than a principal amount of variable rate Bonds equal to
the Debt Service Reserve Requirement during such Fiscal
Year, or (b) after notice from the Lessor, the Lessee
will pay as Additional Rentals not later then August 1
of each Fiscal Year commencing with the Fiscal Year next
succeeding the first full Fiscal Year during which such
assumed interest rate has been effective pursuant to an
amendment to Exhibit B, an amount equal to the excess,
if any, of the Lessee's Proportionate Share of all
interest paid on variable rate Bonds other than the
principal amount of variable rate Bonds equal to the Debt
Service Reserve Requirement during the preceding Fiscal
Year over the aggregate of the interest components of
Base Rentals paid by the Lessee during such Fiscal Year
(at such assumed interest rate):

(v) While a Rate Swap is in effect with respect to
this Lease, the interest components of Base Rental will
be calculated without regard to any reamortization of the
principal components of Base Rentals (whether as provided
in Sections 7.1, 7.2, and 7.4 or otherwise);

(vi) Following a Rate Swap Termination, neither the
Lessor nor the Credit Facility Provider shall be
obligated to cause another Rate Swap to become effective
with respect to this Lease; and

(vii) Other than if the Lessee exercises its option
to convert the interest rate on this Lease to a fixed
rate as described in Section 6.7 following a Rate Swap
Termination, the principal components of Base Rentals do
not and will not correspond to fixed rate Bonds.

(f) Prior to May 1 of each Fiscal Year during the Lease Term,
the Lessor will inform the Lessee of the amount of Additional
Rentals (including, without limitation, Additional Rentals payable
under subsection (e) of this Section) that are estimated to be
payable during the next ensuing Fiscal Year; and the amount of such
estimate of Additional Rentals payable in the next ensuing Fiscal
Year, plus the amount of Base Rentals payable in the next ensuing
Fiscal Year (as shown on Exhibit B or, if applicable, the most
recent amendment to Exhibit B which is or is to be effective with
respect to the next ensuing Fiscal Year) will be included in the
Lessee's appropriation ordinance for the next ensuing Fiscal Year,
subject to the right of the Lessee to terminate the Lease Term as
provided in Sections 4.1 and 6.6. In the event the Lease Term is
continued for the next ensuing Fiscal Year (as provided in Section
4.1), the Lessee's obligation under this Lease for Lease Rental
Payments will be limited to the amount so appropriated for Lease
Rental Payments in accordance with the procedures described above
and any amounts subsequently appropriated by supplemental
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appropriation ordinances for payment of Additional Rentals during
such Fiscal Year. If the amount of the Additional Rentals exceeds
the estimated amount of the Additional Rentals as described above,
the Lessee will use its best efforts to enact or adopt, when needed
to pay the same, supplemental appropriation ordinances specifically
appropriating the additional amounts actually required to be paid
hereunder as Additional Rentals.

Section 6.2. Manner of Payment. All Lease Rental Payments
will be paid by check made payable to the Trustee and delivered to
the Lessor (or, if the Lessor is not the Program Administrator, the
Program Administrator); provided that any payment in excess of
$100,000 will be paid by wire transfer of immediately available
funds to the Trustee. The obligation of the Lessee to pay the Base
Rentals and Additional Rentals and to perform and observe the
covenants and conditions contained herein, during the Lease Term,
will be absolute and unconditional except as otherwise expressly
provided in this Lease, and payment of the Base Rentals and
Additional Rentals may not be abated through accident or unforeseen
circumstances or because of payment under the Letter of Credit or
any other Collateral Document securing the Lessee's obligations
under this Lease or payment of this Lease from the Debt Service
Reserve Fund or payment under the Credit Facility or damage to,
destruction of, or failure to complete, the Project.
Notwithstanding any dispute between the Lessee and the Lessor, or
any other person (including any contractor or vendor for the
Project), the Lessee will, during the Lease Term, make all payments
of Base Rentals and Additional Rentals when due and will not
withhold any Base Rentals or Additional Rentals pending final
resolution of such dispute, nor will the Lessee assert any right
of set-off or counterclaim against its obligation to make such
payments required hereunder. No action or inaction on the part of
the Lessor (or any of its assigns) will affect the Lessee's
obligation to pay all Base Rentals and Additional Rentals during

the Lease Term.

Section 6.3. Disposition of ILease Rental Payments. Each
Lease Rental Payment will be applied first to the principal
component of Base Rentals then due and payable, then as Additional
Rentals then due and payable, then to the components of Base
Rentals then due and payable other than the interest component and
principal component, and finally to the interest component of Base

Rentals then due and payable.

Section 6.4. Rental Payments to Constitute Currently
Appropriated Expenditures of the Lessee. The Lessee and the Lessor
acknowledge and agree that the Base Rentals and Additional Rentals
hereunder will constitute currently appropriated expenditures of
the Lessee. The Lessee's obligations under this Lease will be
subject to the Lessee's annual right to terminate this Lease (as
further provided in Sections 4.1 and 6.6) and will not constitute
a mandatory charge or requirement in any Fiscal Year beyond the
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then current Fiscal Year. No provision of this Lease will be
construed as creating a general obligation or other indebtedness
of the Lessee within the meaning of any constitutional or statutory
debt limitation. Neither this Lease nor the issuance of the Bonds
will directly or indirectly obligate the Lessee to make any
payments beyond those specifically appropriated for its then
current Fiscal Year. The Lessee will be under no obligation
whatsoever to exercise its option to purchase the Project. No
prov1s1on of this Lease will be construed to pledge or to create
a lien on any class of source of moneys of the Lessee, nor will any
provision of this Lease restrict the future issuance of any bonds
or other obligations of the Lessee, payable from any class or
source of moneys of the Lessee. Notwithstanding the foregoing
provisions of this Section, the Lessee's obligation to make the
Lease Rental Payments due hereunder during the Lease Term will not
be limited to any class or source of revenues of the Lessee, but
such Lease Rental Payments will be payable from any funds of the
Lessee legally available and appropriated therefor.

Section 6.5. [Expression of lLessee's Need for the Proiject;
Determinations as to Fair Market Value and Fair Purchase Price.
The Lessee hereby declares its current need for the Project and
further determines and declares its expectations that the Project
will (so long as it is subject to the terms hereof) adequately
serve the needs for which it is being acquired through the Lease
Termn. It is hereby declared to be the present intention and
expectation of the Lessee that this Lease will be continued
annually until title to the Project is acquired or reacquired by
the Lessee pursuant to this Lease; but this declaration may not be
construed as contractually obligating or otherwise binding the
Lessee to make appropriations for payment of Base Rentals in future
Fiscal Years. The Lessee hereby agrees and determines that the
Base Rentals hereunder during the Lease Term represent the fair
value of the use of the Project; and that the Optional Prepayment
Price represents the fair purchase price of the Project at the time
of exercise of the purchase option pursuant to Article XII, if the
Lessee chooses to exercise such option. The Lessee hereby
determines that, to the best of its knowledge, the Base Rentals do
not exceed a reasonable amount so as to place the Lessee under an
economic compulsion either not to terminate this Lease or to
exercise its option to purchase the Project hereunder. In making
such determinations, the Lessee has given consideration to the
Costs of the Project, the uses and purposes for which the Project
will be employed by the Lessee, the benefit to the Lessee by reason
of the acquisition, construction or installation of the Project,
the use or occupancy of the Project pursuant to the terms and
provisions of this Lease, the Lessee's option to purchase the
Project, and the expected eventual vesting of title to the Project
in the Lessee. The Lessee hereby determines and declares that, to
the best of its knowledge, the period during which the Lessee has
an option to purchase the Project (i.e., the maximum term of this
Lease) does not exceed the useful life of the Project (or, if the
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Project consists of multiple components, the component thereof with
the longest useful life).

Section 6.6. Nonappropriation by the Lessee.

(a) In the event that the Lessee fails, for any reason,
to duly enact by June 30 of each Fiscal Year an appropriation
ordinance for the ensuing Fiscal Year which includes
sufficient amounts authorized and directed to be used to pay
all Base Rentals to become due during the next ensuing Fiscal
Year and all Additional Rentals then due and payable and
estimated to become due and payable during the next ensuing
Fiscal Year (as provided in Section 6.1), or upon the
occurrence of an event described in subsection (b) of this
Section, an Event of Nonappropriation will be deemed to have
occurred; subject, however, to each of the following provisos:

(1) The Lessor will declare an Event of
Nonappropriation on any earlier date on which the Lessor
receives official, specific written notice from the
Lessee that this Lease will be terminated.

(2) Absent such notice from the Lessee, the Lessor
will give written notice to the Lessee of an Event of
Nonappropriation, on or before the next July 10; but any
failure of the Lessor to give such written notice will
not prevent the Lessor from declaring an Event of
Nonappropriation or the Lessor or the Credit Facility
Provider from taking any remedial action which would
otherwise be available to it.

(3) Subject to the terms of the Indenture, the
Lessor may, with the prior written consent of the Credit
Facility Provider, waive any Event of Nonappropriation
which is cured by the lLessee within a reasonable' time.

(4) The Lessor will waive any Event of
Nonappropriation arising under subsection (a) (i) of this
Section (other than an Event of Nonappropriation
described in subsection (b) of this Section) which is
cured by the Lessee by June 30 of the Fiscal Year, by
inclusion in a duly enacted appropriation ordinance
sufficient amounts authorized and directed to be used to
pay all Base Rentals to become due during the ensuing
Fiscal Year and all Additional Rentals then due and
payable and all Additional Rentals estimated to be
payable in the next ensuing Fiscal Year (as provided in

Section 6.1).

(b) If, during any Fiscal Year, any Lease Rental
Payments become due in excess of amounts included in a duly
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enacted appropriation ordinance for the payment of Lease
Rental Payments, then, in the event that moneys are not
specifically authorized and directed by the Lessee to be used
to pay such Lease Rental Payments by the earlier of June 30
of the then current Fiscal Year or 90 days subsequent to the
date upon which such Lease Rental Payments are due, an Event
of Nonappropriation will be deemed to have occurred, upon
notice by the Lessor to the Lessee to such effect (subject to
waiver by the Lessor as provided in subsection (a)(3) of this

Section).

(c) If an Event of Nonappropriation occurs, the Lessee
will not be obligated to make payment of the Base Rentals or
Additional Rentals or any other payments provided for herein
beyond the amounts specifically appropriated by the Lessee for
the Fiscal Year during which such Event of Nonappropriation
occurs; provided, however, that, subject to the limitations
of Section 14.3, the Lessee will continue to be liable for
Base Rentals and Additional Rentals allocable to any period
during which the Lessee continues to use, occupy or retain

possession of the Project.

(d) The Lessee will in all events vacate and/or
surrender the Project to the Credit Facility Provider by the
July 1 following an Event of Nonappropriation. The surrender
of any movable personal property comprising a portion of the
Project will consist of delivering such property to the Lessor
at a site within the jurisdiction of the Lessee selected by

the Credit Facility Provider.

(e) Upon the occurrence of an Event of Nonappropriation,
all amounts on deposit in the Lessee's Lessee Acquisition
Account will be applied as provided in Section 7.2. After the
expiration of the Fiscal Year during which an Event of
Nonappropriation occurs, the Credit Facility Provider may
proceed to repossess and liquidate or re-lease or otherwise
dispose of the Project or any portion thereof and may take one
or any combination of the steps described in Section 14.2,
subject to the limitations set forth in Section 14.3.

Section 6.7. Conversion of Interest Rate. Following a Rate

Swap Termination (after which another Rate Swap does not become
effective with respect to this Lease), the Lessee may elect to have
the interest rate under this Lease converted to a fixed rate upon
the terms and conditions set forth in the Indenture; provided,
however, that the Lessee must have appropriated sufficient funds
to pay all Base Rentals due in accordance with the amendment to
Exhibit B which was delivered in connection with such conversion

(as described in Section 6.1).

[End of Article VI]
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ARTICLE VIIX

ACQUISITION OR CONSTRUCTION OF THE PROJECT; FUNDS

Section 7.1. Agreement to Acguire, Construct and Install the
Project and Lease to the lLessee. The Lessee will provide for
completion of the acquisition, construction, installation and
equipping of the Project by the Lessee as the agent of the Lessor
pursuant to such terms as the Lessor and the Lessee deenm
reasonable. The Lessee will take possession of the Project upon
delivery thereof, and the Lessor agrees to lease the Project to the
Lessee for the Lease Term.

Title to the Project and all fixtures, appurtenances and other
permanent accessories thereto and all interests therein will be -
held by the Lessor, subject only to this Lease, the Indenture, any
Collateral Documents and any Permitted Encumbrances.

The Lessee agrees that in order to effectuate the purposes of
this Lease it will make, execute, acknowledge and transact any and
all contracts, orders, receipts, writings and instructions with any
other persons, firms or corporations and in general do all things
which may be necessary or proper, all for the construction,
acquisition, installation and equipping of the Project, on behalf
of the Lessor as owner of the Project and the Lessee as Lessee of
the Project. Construction, acquisition, installation and equipping
of the Project will be in accordance with the construction
;documents approved by the Lessee, subject to reasonable change
orders or any other reasonable changes approved by the Lessee so
long as such changes do not cause the Project to be used for
purposes other than the lawful governmental purposes of the Lessee.
So long as this Lease is in full force and effect and no Event of
Default or Event of Nonappropriation has occurred, the Lessee will
have full power to carry out the acts and agreements provided in
this Section, and such power is granted and conferred under this
Lease to the Lessee, and is accepted by the Lessee, and will not
be terminated or restricted by act of the Lessor, or the Trustee,
except as provided in this Section.

The Lessee as agent for the Lessor agrees to acquire,
construct, install and equip the Project through the application
~of moneys to be disbursed under the Indenture and as contemplated
by Section 7.2, and to use its best efforts to complete the
acquisition, construction, installation and equipping of the
Project by the "Estimated Date of Completion of the Project" shown
on Exhibit A, but, if for any reason the acquisition, construction,
installation and equipping of the Project is not completed by said
date, there will be no resulting liability on the part of the
Lessor and no Event of Default hereunder, and there will be no
diminution in or postponement of the Lease Rental Payments required
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to be paid by the Lessee during the Lease Term. However, in the
event that the acquisition, construction, installation and
equipping of the Project is not completed, as evidenced by the
certificate provided for in Section 7.4 of this ILease, by the
"Estimated Date of Completion of the Project" shown on Exhibit A,
the Lessor or the Credit Facility Provider will, upon 30 days'
written notice to the Lessee, be authorized, but not required, to
complete the acquisition, construction, installation and equipping
of the Project from any moneys remaining in the Lessee's Lessee
Acquisition Account (and the exercise by the Lessor or the Credit
Facility Provider of such authority will terminate the Lessee's
right to control the acquisition, construction, installation and

equipping of the Project).

The Lessee agrees that, based upon its examination of
property, estimated construction and equipment costs provided by
the architects, and the anticipated configuration of the Project,
the Project can be constructed, acquired, installed and equipped
by the "Estimated Date of Completion of the Project'" shown on
Exhibit A and for a total price within the amount of funds to be
available therefor in the Lessee's Lessee Acquisition Account of
the Project Fund and income anticipated to be derived from the
investment thereof. The Lessee acknowledges and agrees that if the
Project is not completed by the "Transfer Date" shown on Exhibit
A, moneys in the Lessee's Lessee Application Account will be
automatically transferred from said Account and applied to the
redemption of Bonds (in the manner described in the Indenture)
unless the Lessee provides the Trustee with an opinion of Bond
Counsel to the effect that such transfer is not necessary in order
for the interest on the Bonds to be excluded from gross income for
federal income tax purposes. At any time that moneys are so
transferred, Exhibit B will be amended as provided in Section 6.1
to (i) deduct from the aggregate unpaid principal components of
Base Rentals an amount equal to the amount of moneys so transferred
(or, if less, the amount of Bonds redeemed by reason of such
transfer) and (ii) reamortize Base Rentals so that the reduced
principal is repaid on the same basis as the Lessee's principal
component schedule was originally calculated. In the event that
for any reason the amount available in the Lessee's Lessee
Acquisition Account is insufficient to pay the entire cost of
constructing, acquiring, installing and equipping the Project, the
Lessee covenants and agrees that either (i) the Lessee will make
such modifications to or deletions from the plans and
specifications for the Project as will permit the Project to be
acquired, constructed, installed and equipped from the amounts
available therefor in the Lessee's Lessee Acquisition Account or
(ii) the Lessee will complete the acquisition, construction,
installation and equipping of the Project from whatever sources of
funds are legally available to the Lessee for such purpose (and
will deposit or cause to be deposited such funds in the Lessee's
Lessee Acquisition Account). The Lessee and the Lessor acknowledge
and agree that, subject to the written approval of the Credit
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Fac111ty' Provider, additional funds for the completion of the
Project may be derived from an amendment to this Lease (including
the schedule of Base Rentals set forth in Exhibit B).

All contracts relating to the Project are hereby assigned to
the Lessor. All such contracts will provide that, upon written
notice by the Lessor to the other party or partles thereto, (i)
such contracts will be fully and freely assumable by the Lessor
without the consent of any other person and the Lessor may choose
to assume or not assume such contracts; and (ii) if the Lessor does
so assume such contracts, the other party or parties thereto will
perform the agreements contained therein for the Lessor. All such
contracts will also provide that, upon an Event of Nonappropriation
or an Event of Default, and upon written notice from the Lessor,
the Lessor may terminate such contracts; and the other party or
parties thereto will then be entitled to payment only from amounts
available therefor in the Lessee's Lessee Acquisition Account and
only for work done or other consideration furnished prior to such

termination.

Section 7.2. Disbursements from the Iessee's Lessee
Acguisition Account. As long as no Event of Nonappropriation or
Event of Default has occurred, and the Lessee's right to control
acquisition, construction, installation and equipping of the
Project has not otherwise been terminated pursuant to Section 7.1,
disbursements from the Lessee's Lessee Acquisition Account may be
made (a) to pay the Costs of the Project or (b) to reimburse the
lessee for any Costs of the Project paid by it.

Before the Trustee makes a disbursement from moneys held in
the Lessee's Lessee Acquisition Account, the Lessee must provide
to the Trustee a request for disbursement approved by the Lessor,
and prior to approving any such disbursement, the Lessor must have
received the following documentation (except that with respect to
a disbursement to pay an interest component of Base Rentals during
construction of a Project, only the document described in (a) below

will be required):

(a) a statement of the amount and nature of each item
of the Costs of the Project to be paid and the name and
address of the payee, with the payee's statement and, if
reimbursement to the Lessee of amounts previously paid is

requested, evidence of payment thereof attached;

(b) a statement that each item for which payment or
reimbursement is requested is or was necessary in connection
with the Costs of the Project and none of such items formed
the basis for any previous payment from the Lessee's Lessee

Acquisition Account;

(c) a statement that each contractor, subcontractor and
materialman has filed with the Lessee receipts or waivers of
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liens for all amounts theretofore certified for payment, or
any amount therein certified for reimbursement to the Lessee,
or that there is on file with the Lessee a cancelled check
endorsed by the contractor, subcontractor or materialman
evidencing such payment and copies of each such receipt,

waiver or check;

(d) a statement that all of the warranties and
representations of the Lessee contained in the Lease and any
Collateral Documents are true and correct as of the date of
such disbursement, as though such warranties and
representations were made on such date, that no Event of
Default or Event of Nonappropriation has occurred under this
Lease, that the right of the Lessee to control the
acquisition, construction and installation of the Project has
not otherwise been terminated pursuant to this Lease, and that
amounts on deposit in the Lessee's Lessee Acquisition Account
will be sufficient to complete the acquisition, construction
and installation of the Project in accordance with the
approved plans and specifications. The final request for
disbursement shall state that acguisition, construction and
installation of the Project have been completed;

(e) in the event of a disbursement for construction, an
architect or engineer's certificate to the effect that the
work for which payment is being disbursed has been performed
satisfactorily and that moneys remaining in the applicable
Lessee Acquisition Account will be sufficient to complete the
acquisition, construction and installation of the Project in
accordance with the approved plans and specifications; and

(f) any other documents required pursuant to the Lease
or regquested by the Lessor or the Credit Facility Provider.

If an Event of Nonappropriation or an Event of Default occurs
prior to the completion of the acquisition, construction,
installation and equipping of the Project, amounts on deposit in
the Lessee's Lessee Acquisition Account (i) may, with the prior
written consent of the Credit Facility Provider, or will, at the
direction of the Credit Facility Provider, be utilized by the
Lessor to complete the acquisition, construction, installation and
equipping of the Project or (ii) may, at the direction of the
Credit Facility Provider, be paid to the Credit Facility Provider
for application as provided in the Indenture. If the right of the
Lessee to control the acquisition, construction, installation and
equipping of the Project has been otherwise terminated pursuant to
Section 7.1, amounts on deposit in the Lessee's Lessee Acquisition
Account may be applied by the Lessor or the Credit Facility

Provider as provided in Section 7.1.

Section 7.3. Furnishing Documents to Lessor. The Lessee
agrees to cause such requisitions to be directed to the Lessor for
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approval and thereafter to the Trustee as may be necessary to
effect payments out of the Lessee's Lessee Acquisition Account in
accordance with Section 7.2 (other than the last paragraph

thereof).

Section 7.4. Completion of Acquisition and Construction of
the Project. When the construction, acquisition, installation and
equipping of the Project have been completed, the Lessee
Representative will deliver a certificate to the Lessor stating
that, except for amounts estimated by the Lessee Representative to
be necessary for payment of any Costs of the Project not then due
and payable, construction, acquisition, installation and equipping
of the Project have been completed and all Costs of the Project
.have been paid. If the accounting of the Lessee's Lessee
Acquisition Account by the Lessor shows that funds in the Lessee's
Lessee Acquisition Account will remain unexpended for Costs of
Project, the unexpended funds in the Lessee's Lessee Acquisition
Account will be transferred from said account and applied to the
redemption of Bonds (in the manner described in the Indenture).
At any time that moneys are so transferred, Exhibit B will be
amended as provided in Section 6.1 to (i) deduct from the aggregate
unpaid principal components of Base Rentals an amount equal to the
amount of moneys so transferred (or, if less, the principal amount
of Bonds redeemed by reason of such transfer) and (ii) reamortize
Base Rentals so that the reduced principal is repaid on the same
‘basis as the Lessee's principal component schedule was originally

calculated.

Section 7.5. Contractor's Performance and Payment Bonds.
Each contractor entering into a contract relating to the
construction of any part of the Project will be required to furnish
a performance bond and a separate labor and material payment bond
in form and content acceptable to the Lessor and the Credit
Facility Provider, copies of which must be provided to the Lessor
and the Credit Facility Provider. Such bonds must be made payable
to the Lessor, the Credit Facility Provider and the Trustee, as
their interests may appear, and must be executed by a corporate
surety licensed to transact business in the State, and must be in
an amount equal to the contract price for such contractor's
contract; provided that in lieu of such bonds, such a contractor
may provide bank letters of credit or cash deposits acceptable to
the Lessor and the Credit Facility Provider. If, at any time
during the construction of the Project, the surety on such bond is
disqualified from doing business within the State, an alternative
surety acceptable to the Lessor and the Credit Facility Provider
must be selected. In the event of any change order resulting in
the performance of additional work in connection with the Project,
the amounts of such bonds must be increased by an amount equal to
the cost of such additional work or materials or fixtures to be

incorporated in the Project.
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Section 7.6. Contractor's General Public Liability and
Property Damage Insurance. Each contractor and subcontractor
entering into a construction contract relating to any part of the
Project will be required by the Lessor to procure and maintain
standard form (a) comprehensive general public liability and
property damage insurance, at his or her own cost and expense,
during the duration of such contractor's construction contract, in
the amount of at least $1,000,000, and (b) comprehensive automoblle
liability insurance on owned hlred and nonowned vehicles for
limits not less than $1,000,000. Such policies will include the
Lessor, the Lessee, the Trustee and the Credit Facility Provider
as additional named insureds, and will include a provision
prohibiting cancellation, modification or termination without 30
days' prior notice by certified mail to the Lessee, the Lessor, the
Trustee and the Credit Facility Provider. A certificate of
insurance in a form acceptable to the Lessee, the Lessor, the
Trustee and the Credit Facility Provider will be provided to the
Lessee, the Lessor, the Trustee and the Credit Facility Provider
with respect to each contractor and subcontractor. Such insurance
will provide protection from all claims for bodily injury,
including death, property damage and contractual 1liability,
products/completed operations, broad form property damage and XCU
(explosive, collapse and underground damage), where applicable.

Section 7.7. Contractor's Builder's Risk Completed Value
Insurance. The Lessee will purchase and maintain property
insurance (builder's risk) upon all construction, acquisition,
installation and equipping of the Project (excluding contractor's
tools and equipment) at the site thereof at the full and insurable
value thereof. This insurance will include the interest of the
Lessor, the Trustee and the Credit Facility Provider and the
contractor as additional insureds and will insure against "all
risk" subject to standard policy conditions and exclusions. The
contractor will purchase and maintain similar property insurance
for portions of the work stored off the site or in transit when
such portions of the work are to be included in an application for
payment. The contractor will be responsible for the payment of any
deductible amounts associated with this insurance.

Section 7.8. Contractor's Worker's Compensation Insurance.

Each contractor entering into a construction contract relating to
any part of the Project will be required to procure and maintain,
at his or her own cost and expense, worker's compensation insurance
during the term of his or her construction contract, covering his
or her employees working thereunder. Such insurance, if issued by
a private carrier, will contain a provision that such coverage will
not be canceled without 30 days' prior written notice to the
Lessee, the Lessor, the Trustee and the Credit Facility Provider.
A certificate evidencing such coverage will be provided to the
Lessee, the Lessor, the Trustee and the Credit Facility Provider
or, if such insurance is provided by a private carrier, a completed
certificate of insurance, in form acceptable to the Lessee, the
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Lessor, the Trustee and the Credit Facility Provider will be
provided to the Lessee, the Lessor, the Trustee and the Credit
Facility Provider with respect to each contractor entering into a
construction contract. Bach construction contract will also
provide that each subcontractor of any contractor who is a party
to such construction contract will be required to furnish similar
worker's compensation insurance.

Section 7.9. Filing With the Lessor. The Lessee will cause

“copies of all performance bonds and insurance contracts or approved
.+ certificates thereof, as required under Sections 7.5, 7.6, 7.7 and
7.8, to be delivered to the Lessor, the Trustee and the Credit
Facility Provider in a timely manner and in such form as to certify
_ compliance with the provisions of the said Sections.

Section 7.10. Application of Net Proceeds. In the event of

‘any material default by a contractor under any construction
.contract, or in the event of a material breach of warranty with
,:respect to any materials, workmanship or performance, the Lessee
- will promptly proceed, either separately or in conjunction with
~others, to pursue diligently its remedies against such contractor
and/or against each surety of any bond securing the performance of
the construction contract. The Net Proceeds of any amounts
recovered by way of damages, refunds, adjustments or otherwise in
connection with the foregoing, remaining after reimbursement to the
Lessor of any amounts theretofore paid by the Lessor and not
previously reimbursed to the Lessor for correcting or remedying the
default or breach of warranty which gave rise to the proceedings
against the contractor or surety, will be paid to the Trustee for
deposit into the Lessee's Lessee Acquisition Account if received
+before the Completion Date, or if received thereafter, will be
deposited as otherwise provided in Section 8.2 or otherwise applied
'as._provided in Section 8.3. The Net Proceeds of any performance
or payment bond or insurance policy required by this Section will
likewise be paid into the Lessee's Lessee Acquisition ,Account if
received before the Completion Date, or, if received thereafter,
will either be deposited as provided in Section 8.2 or otherwise
applied as provided in Section 8.3.

[End of Article VII]
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ARTICLE VIII

DAMAGE, DESTRUCTION AND CONDEMNATION;
USE OF NET PROCEEDS

Section 8.1. Damage, Destruction or Condemnation. If,'during

"the Lease Term, (i) the Project or any portion thereof is
' destroyed, or is damaged by fire or other casualty; (ii) title to,
or the temporary or permanent use of the Project or any portion
.. thereof or the estate of the Lessee or the Lessor in the Project
~or any portion thereof is taken under the power of eminent domain
by any governmental authority; (iii) a material defect in
construction of the Project becomes apparent; or (iv) title to or
the use of all or any portion of the Project is lost by reason of
a defect in title thereto, then the Lessee will continue to be
obligated, subject to the provisions of Section 8.3, to continue
to make Lease Rental Payments regardless of whether the certificate
provided for in Section 7.4 has been delivered to the Lessor.

Section 8.2. Obligation of the ILessee to Repair and Replace

‘the Project. Subject to the provisions of Section 8.3, the Net
:Proceeds of any insurance policies, performance bonds, condemnation
.awards or Net Proceeds received. as a consequence of default or
"breach of warranty under a construction contract or other contract
irelating to the Project, made available by reason of any occurrence
.described in Section 8.1, will be deposited in the Lessee's Lessee
‘Acquisition Account, if received before the Completion Date of the
Project, or, if received thereafter, to be deposited in a separate
trust fund held by the Trustee. Except as set forth in Section
8.3, all Net Proceeds so deposited will be applied, upon approval
+by the Lessor, and so long as no Event of Default or Event of
Nonappropriation has occurred and is continuing, to the prompt
repair, restoration, modification, improvement or replacement of
the Project upon receipt of -requisitions acceptable to the Lessor
approved by the Lessee Representative stating with respect to each
payment to be made: (a) the requisition number; (b) the name and
address of the person, firm or corporation to whom payment is due;
(c) the amount to be paid; and (d) that each obligation mentioned
therein has been properly incurred, is a proper charge against the
Lessee's Lessee Acquisition Account, or the separate trust fund,
‘and has not been the basis of any previous withdrawal and
.specifying in reasonable detail the nature of the obligation,
~accompanied by a bill or a statement of account for such obligation
‘and otherwise complying with, and/or evidencing compliance with
.the requirements of Section 7.2. In carrying out any of the
_provisions of this Section 8.2, the Lessee will have all power and
authority granted under Article VII of this Lease. The Lessor will
,cooperate with the Lessee in the administration of such fund and
+will not unreasonably withhold its approval of requisitions under
“this Section 8.2. The balance of any such Net Proceeds remaining
after such repair, restoration, modification, improvement or
replacement has been completed will, if received prior to the
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Completion Date, be deposited into the Lessee's Lessee Acquisition
Account; and if received thereafter, will be deposited in the
Revenue Fund and applied to satisfy payment of Base Rentals. Any
répair, restoration, modification, improvement or replacement paid
for in whole or in part out of such Net Proceeds will be the
property of the Lessor, subject to this Lease, and will be included
as part of the Project under this Lease.

S ‘Section 8.3. Insufficiency of Net Proceeds; Discharge of the .
"Obligation of the lLessee To Repair the Proiject. If the Net
Proceeds will be insufficient to pay in full the cost of any
.repair, restoration, modification, improvement or replacement of
- the Project as required under Section 8.2, the Lessee may elect to

' proceed under any of the following options:

(a) The Lessee may complete the work and pay any cost
in excess of the amount of the Net Proceeds (by depositing or
causing the deposit of the requisite funds in the Lessee's
Lessee Acquisition Account, if the funds are deposited prior
to the Completion Date of the Project, or in a separate fund
held by the Trustee, if the funds are deposited thereafter),
and the Lessee agrees that, 1if by reason of any such
insufficiency of the Net Proceeds, the Lessee will make any
payments pursuant to the provisions of this subsection, the
Lessee will not be entitled to any reimbursement therefor from
the Lessor, the Trustee or the Credit Facility Provider nor
will the Lessee be entitled to any diminution of the Base
Rentals and Additional Rentals payable under Section 6.1.

(b) The obligation of the Lessee to repair or replace
the Project under Section 8.2 may, at the option of the
Lessee, be discharged by causing the Net Proceeds to be
applied to the payment of the Optional Prepayment Price,
applicable, in accordance with Article XII of this Lease. In
the event of an insufficiency of the Net Proceeds for such
purpose, the Lessee will pay such amounts as may be necessary
to equal the Optional Prepayment Price; and in the event the
Net Proceeds will exceed the Optional Prepayment Price, such
excess will be paid to or retained by the Lessee.

. Within 90 days of the occurrence of an event specified in
.Section 8.1, the Lessee will commence the repair, restoration,
. modification, improvement or replacement of the Project, or will
‘elect, by prior written notice to the Lessor, to proceed under the
provisions of subsection (b) of this Section. For purposes of this
Section, Y“commence" will include the retention of an architect or
engineer in anticipation of repair, restoration, modification,
improvement or replacement of the Project. In the event that the
lLessee, after commencing the repair, restoration, modification,
improvement or replacement of the Project, determines that the Net
Proceeds (plus any amount withheld therefrom by reason of any
deductible clause) will be insufficient for the accomplishment
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thereof, the Lessee may elect to proceed under subsection (b) of

this Sectlon.

Section 8.4. Cooperation of ILessor. The Trustee and the
Lessor shall cooperate fully with the Lessee in filing any proof
of loss with respect to any insurance policy or performance bond
covering the events described in Section 8.1, in the prosecution

‘or defense of any prospective or pending condemnatlon proceedlng

with respect to the Project or any portion thereof, and in the
prosecution of any action relating to defaults or breaches of
warranty under any construction contracts or any other contracts
relating to the Project. In no event shall the Lessor or the
Lessee voluntarlly settle, or consent to the settlement of, any
proceeding arlslng out of any insurance claim, performance or
payment bond claim, prospective or pending condemnation proceeding,
or any action relating to defaults or breaches of warranty under
any construction contracts or any other contracts relating to the
Project, with respect to the Project or any portion thereof,

without the written consent of the other and the Credit Fa0111ty
Provider. This Section will not be construed to obligate the
Lessor or the Credit Fac111ty Provider to advance its own funds in

order to take any action hereunder.

[End of Article VIII]
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ARTICLE IX
DISCLAIMER OF WARRANTIES; OTHER COVENANTS

Section 9.1. Disclaimer of Warranties. THE LESSOR, THE
ISSUER, THE TRUSTEE, THE CREDIT FACILITY PROVIDER AND THE OWNERS
OF THE BONDS MAKE NO WARRANTY OR REPRESENTATION, EITHER EXPRESS OR
IMPLIED, AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE OR FITNESS FOR USE OF THE PROJECT
OR ANY PORTION THEREOF OR ANY OTHER REPRESENTATION OR WARRANTY WITH

“RESPECT TO THE PROJECT OR ANY PORTION THEREOF. The Lessee hereby
acknowledges and declares that the Lessee is solely responsible for
the acquisition, construction, design, installation and equipping

:7.. of the Project as the agent of the Lessor, and for the operation

and maintenance of the Project during the Lease Term, and that the
Lessor, the Issuer, the Trustee, the Credit Facility Provider and
the Owners of the Bonds have no responsibility therefor. 1In no
event will the Lessor, the Issuer, the Trustee, the Credit Facility
Provider or the Owners of the Bonds be liable for any direct or
‘indirect, incidental, special or consequential damage in connection
with or arising out of this Lease or the existence, furnishing,

" “’functioning or use by the Lessee of the Project or any item,

' product or service provided for herein.

Section 9.2. Further Assurances and Corrective Instruments.
The Lessor and the Lessee agree that they will, from time to time,
_at the Lessee's expense, execute, acknowledge and deliver, or cause
‘to be executed, acknowledged and delivered, such supplements hereto
and such further instruments as may reasonably be required for
correcting any inadequate or incorrect description of the Project
hereby leased or intended so to be, or for otherwise carrying out

the intention hereof.

Section 9.3. Lessor and lessee Representatives. . Whenever

~ under the provisions hereof the approval of the Lessor or the
Lessee 1s required to take some action at the request of the other,
‘unless otherwise provided, such approval or such request will be
given for the Lessor by the Lessor Representative and for the
- Lessee by the Lessee Representative and the Lessor and the Lessee
»will be authorized to act on any such approval or request.

Section 9.4. Compliance With Requirements. During the Lease

the Lessee and the Lessor will observe and comply promptly

Term,

with all current and future orders of all courts having

jurisdiction over the Project or any portion thereof (or be
and all

diligently and in good faith contesting such orders),
_current and future requirements of all insurance companies writing

‘policies covering the Project or any portion thereof.

Section 9.5. Lessee Acknowledgment of the Bonds and Credit

Facility. The Lessee acknowledges (i) that this ILease and the
financing by the Lessor of the acquisition, construction,
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installation and equipping of the Project is a part of the pooled
lease financing program contemplated by the Indenture and the Bonds
.(the "Program"); (ii) that the payment and purchase of the Bonds
- 'is supported by the Credit Facility issued by the Credit Facility
¢ Provider; and (iii) that the Lease Rental Payments under this
* Lease, together with lease rental payments under all other leases

"entered into by the Lessor pursuant to the Program, are and will
be applied to (A) pay the principal or Purchase Price of and
© premium, if any, and interest on the Bonds, (B) reimburse the
Credit Facility Provider for all amounts paid by it under the
Credit Facility to pay or purchase the Bonds, (C) pay interest,
. fees and other amounts due and owing to (including advances made
'by) the Credit Facility Provider under the Credit Facility
‘Agreement, and (D) pay all other costs and expenses of the Program.
The Lessee acknowledges and consents to the assignment by the
Issuer, pursuant to the Indenture, and by the Lessor, pursuant to
Section 13.1, to the Trustee, for the equal and ratable benefit of
the Owners of the Bonds and the Credit Facility Provider, of all
right, title and interest of the Issuer and the Lessor,
respectively, in, to and under this Lease.

Section 9.6. Audited Financial Report. The Lessee will

- provide the Lessor and the Credit Facility Provider with a copy of

,the Lessee's annual audited financial report within thirty (30)
.days of its receipt by the Lessee.

Section 9.7. Inspection And lLessee Reports. The Lessor, the

“Trustee and the Credit Facility" Provider and their respective
. ‘authorized representatives shall at any time during normal business
" hours have the right to enter the premises where the Project may
be located for the purpose of inspecting and examining the Project
‘and its condition, use, and operation and the books and records of
“the Lessee relating thereto to ensure compliance by the Lessee with
- i'its obligations under this Lease, provided that no such party shall
.~have any duty to inspect and shall not incur any liability or
obligation by reason of not making any such inspection.

Section 9.8 Notice of Efvent of Default or Event of
Nonappropriation. Promptly after any principal executive or
financial officer of the Lessee has obtained actual knowledge of
any Event of Default or Event of Nonappropriation hereunder, the
Lessee will immediately notify the Lessor and the Credit Facility
Provider of such Event of Default or Event of Nonappropriation.

(End of Article IX]
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ARTICLE X

MAINTENANCE, TAXES, INSURANCE AND
OTHER CHARGES

Section 10.1. Maintenance of the Project by the ILessee. The

Lessee agrees that, at all times during the Lease Term, the Lessee
will malntaln, preserve and keep the Project or cause the Project
to be mdintained, preserved and kept, with the appurtenances and
every part and parcel thereof, in good repair, working order and
condition, ordinary wear and tear excepted, and that the Lessee
will from time to time promptly make or cause to be made all
- necessary and proper repairs, except as otherwise provided in
Section 8.3 (b). The Lessor, the Issuer, the Trustee, the Credit
Facility Provider and the Owners of the Bonds will not have any
‘responsibility in any of these matters or for the making of any
additions, modifications, improvements or replacements to the

. Project.

Section 10.2. Modification of the Proiject; Installation of

.nggigment and Machinery of the lessee. The Lessee will have the

;**prlvilege of remodeling the Project or making substitutions,

-additions, modifications and improvements to the Project, at its
~own cost and expense (however, title to the same will. be held in
. the name of the Lessor, subject to this Lease and the Collateral
Documents, and will be included as part of the Project under the
terms of this Lease); provided, however, that such remodeling,
“substltutlons, additions, modifications and improvements will not
in any way damage the Project or cause the Project to be used for
purposes other than lawful governmental functions of the Lessee;
and prov1ded further, however, that the Project, as remodeled,

modified, improved or altered, upon completion of such remodellng,
substitutions, additions, modifications and improvements, will be
of a value not less than the value of the Project immediately
prior to such remodeling or such making of substitutions,
additions, modifications and improvements (assuming the Project was

in the condition required by this Lease).

The Lessee may also, from time to time in its sole discretion
and at its own expense, but subject to the limitations set forth
above, install machinery, equipment and other tangible property in
or on the Project. All such machinery, equipment and other
tangible property will remain the sole property of the Lessee in
which neither the Lessor nor any assignee of the lLessor will have
any interest; provided, however, that title to any such machinery,
. equipment and other tangible property which becomes permanently

~affixed to the Project will be held in the name of the Lessor,
- subject to this Lease and will be included in the Project under the

terms of this Lease in the event the Lessor reasonably determines
that the Project would be damaged or impaired by the removal of
such machinery, equipment or other tangible property.
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Section 10.3. Replacement and Substitution of Equipment. The
Lessee will not be under any obligation to renew, repair or replace
any inadequate, obsolete, worn-out, unsuitable, undesirable or
-unnecessary equipment. In any instance where the Lessee determines
- ‘that any equipment has become inadequate, obsolete, worn-out,
”gunsuitable, undesirable or unnecessary, the Lessee may remove such
~ equipment from the Project and (on behalf of the Lessor) sell,
_trade-in, exchange or otherwise dispose of it (as a whole or in
part) without any responsibility or accountability to the Lessor
or any assignee of the Lessor therefor, provided that the Lessee

wil%geither:

(a) Substitute (by direct payment of the costs thereof
or by designating as equipment, machinery or other personal
property, other than property included as part of the Project
pursuant to Section 10.2) and install anywhere in or on the
Project, other equipment, machinery or related property having
equal or greater value and utility (but not necessarily having
the same function) in the operation of the Project: or

(b) Not make any such substitution and installation,
provided (i) in the case of the sale of any such equipment to
anyone other than itself, or in the case of the scrapping
thereof, the Lessee will pay to the Trustee for deposit in the
Revenue Fund as a prepayment of Base Rentals (other than the
principal components thereof) the Net Proceeds from such sale
or the scrap value thereof, as the case may be, (ii) that in
the case of the trade~-in of such equipment for other
machinery, equipment or related property not to be installed
in or on the Project, the Lessee will pay to the Trustee for
deposit in the Revenue Fund as a prepayment of Base Rentals
(other than the principal components thereof) the amount of
the credit received by it in such trade-in and (iii) that in
the case of the sale of any such equipment to the Lessee, or
in the case of any other disposition thereof, the Lessee will
pay to the Trustee for deposit in the Revenue Fund the amount
equal to the original cost thereof paid out of the Lessee's

Lessee Acquisition Account.

The removal from the Project of any portion of the equipment
pursuant to the provisions of this Section 10.3 will not entitle
the Lessee to any postponement, abatement or diminution of the Base
Rentals or Additional Rentals required to be paid under Section

6.1'

The Lessee will promptly report in writing to the Lessor each
removal, substitution, sale or other disposition under subsections
(a) and (b) of this Section and will pay to the Trustee (with
notice to the Lessor) all amounts required by subsection (b) of
this Section promptly after any subsequent sale, scrapping, trade-
. in or other disposition requiring such payment. All substituted
machinery, equipment or related property installed pursuant to this
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' Section will be free of all liens and encumbrances (other than
Permitted Encumbrances) and will become a part of the Project. The
Lessee will not remove, or permlt the removal of, any of the
. equipment from the Progect except in accordance with thlS Section.
The Lessor and its assignees will cooperate with the Lessee in

. implementing the Lessee's rights to dispose of equipment pursuant
to this Section and will execute any and all conveyances, releases
or other documents necessary or appropriate in connection

therewith.

Section 10.4. Taxes, Other Governmental Charges and Utility
Charges. In the event that the Project or any portion thereof is,
for any reason, deemed subject to taxation, assessments or charges
lawfully made by any governmental body, the Lessee will, during the
Lease Term, appropriate funds for, and pay the amount of all such
taxes, assessments and governmental charges when due. Wlth respect
to special assessments or other governmental charges which may be
lawfully paid in installments over a period of years, the Lessee
~ 'will be obligated to provide only for such installments as are
required to be paid during the then current Fiscal Year. The
Lessee will not allow any liens for taxes, assessments or
governmental charges with respect to the Project or any portion

. .thereof to become delinquent (including, without limitation, any

taxes levied upon the Project or any portion thereof which, if not
. paid, will become a charge on the rentals and receipts from the
iProject or any portion thereof, or any interest therein, including
- 'the interest of the Lessor, the Trustee, the Owners of the Bonds
‘or the Credit Facility Provider or the rentals and revenues derived
therefrom or hereunder). The Lessee will also appropriate funds
for and pay, as the same respectively become due, all gas, water,
_steam, electrlclty, heat, power, telephone, utility and other
charges incurred in the operation, maintenance and upkeep of the

Project.

The Lessee may, at the expense and in the name of the Lessee,
in good faith contest any such taxes, assessments, utility and
other charges and, in the event of any such contest, may permit the
taxes, assessments, utility or other charges so contested to remain
unpaid during the period of such contest and any appeal therefrom
‘unless the Lessor or the Credit Facility Provider notifies the
Lessee that, in the opinion of Independent Counsel (whose fees and
expenses shall be paid by the Lessee), by nonpayment of any such
items the security afforded pursuant to this Lease may be
materially endangered or the Project or any portion thereof will
be subject to loss or forfeiture, or the Lessor will be subject to
‘liability, in which event such taxes, assessments, utility or other
charges will be paid forthwith (provided, however, that such
payment will not constitute a waiver of the right to continue to
contest such taxes, assessments, utility or other charges).

Section 10.5. Provisions Regarding Casualty, Public Liability

and Property Damage Insurance. Upon the completion and acceptance
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of the Project, the Lessee, at its expense, will cause casualty and
property damage insurance with a company or self-insurance fund
acceptable to the Lessor and the Credit Facility Provider to be
carried and maintained with respect to the Project in an amount
qual to the aggregate principal components of Base Rentals payable
during the maximum term of this Lease or the replacement cost
(excluding foundations) of the Project; whichever is greater. The
Lessee will, during the Lease Term, appropriate funds for and pay
the cost of such casualty and property damage insurance. The
Lessee will, during the Lease Term, comply with the reasonable
direction of the Lessor as to the terms of such casualty and
property damage insurance, consistent with the requlrements of this
- Section, and as to the selection of a responsible insurer to
" provide such casualty and property damage insurance. The insurance
policy may have a per occurrence deductible clause not in excess
- of the greater of $10,000 or the percentage of total Base Rentals
. due under this Lease spec1f1ed in Exhibit A. The Prcject may be
‘insured under a blanket insurance policy which insures other
facilities as well as the Project, as long as such blanket
1nsurance policy complies with the requirements of this Lease;
prov1ded that the protection afforded under such blanket insurance
pollcy is comparable to that provided under other than a blanket
insurance policy. Any casualty and property damage insurance
policy required by this Section will name the Lessor, the Trustee
and the Credit Facility Provider as additional named insureds and
will be so written or endorsed as to make losses, if any, payable
to the Trustee (for appllcatlon as provided in Sections 8.2 and

8.3).

< Upon the execution and delivery of this Lease, the Lessee will

"cause public liability insurance to be carried and maintained with
a company or self-insurance fund acceptable to the Lessor and the
Credit Facility Provider with respect to the activities to be
undertaken by and on behalf of the Lessee in connection with the
.use of the Project. The Lessee will, during the Lease Term,

':"approprlate funds for and pay the cost of such publlc liability

insurance. The public liability insurance will be in such amount
.as is approved by the Lessor and the Credit Facility Provider, but
in no event in an amount less than $1,000,000 for personal injury
or death in connection with the Project and $1,000,000 for property
damage for any occurrence in connection with the Project. The
public 1liability insurance required by this Section may be by
blanket insurance policy or policies; provided that the protection
provided under such blanket insurance policy is comparable to that
provided under other than a blanket insurance policy. Any public
liability insurance policy required by this Section will name the
Lessor, the Trustee and the Credit Facility Provider as additional

named insureds.

Each insurance policy provided for in this Section will
contain a provision to the effect that the insurance company will
not cancel or terminate the policy or modify it materially and

40



adversely to the interests of the Lessor, the Trustee and the
Credit Facility Provider without first giving written notice
thereof by certified mail to the Lessee and the Lessor, the Trustee
‘and the Credit Facility Provider at least 10 days in advance of
such cancellation, termination or modification. All insurance
policies issued pursuant to this Section will be deposited with the

Trustee.

Section 10.6. Advances. In the event that the Lessee fails
to pay any Additional Rentals during the Lease Term, the Lessor may
(but will be under no obligation to) pay such Additional Rentals,

which Additional Rentals the Lessee agrees to reimburse to the
Lessor on demand, together with interest thereon at the Late

Payment Rate.

[End of Article X]
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ARTICLE XI

TITLE TO THE PROJECT;
LIMITATIONS ON ENCUMBRANCES; ADDITIONAL SECURITY

Section 11.1 Title to the Project. Except personal property
purchased by the Lessee at its own expense pursuant to Section
“10.2, title to the Project and any and all additions and
modifications to or replacements of any portion of the Project will
‘be held in the name of the Lessor, subject only to Permitted
“Encumbrances, until liquidated or foreclosed or otherwise realized
- on by the Credit Facility Provider pursuant to or by reason of this
- Lease, the Indenture and/or any Collateral Document, or conveyed
by the Lessor as provided in Article XII of this Lease,
notwithstanding (a) termination of this Lease by the Lessee by
‘reason of an Event of Nonappropriation as provided in Section 6.6;
(b) the occurrence of one or more Events of Default as defined in
Section 14.1; (¢) the occurrence of any event of damage,
. destruction, condemnation or construction defect or title defect,
. as provided in Article VIII of this Lease; or (d) the violation by
the Lessor (or the Trustee or the Credit Facility Provider as

assignee of the Lessor) of any provision of this Lease.

The Lessee will have no right, title or interest in the
Project or any additions and modifications to or replacements of
any portion of the Project, except as expressly set forth in this

ILease.

Section 11.2. No Encumbrance, Mortgage or Pledge of Progect.

The Lessee will not permit any mechanic's or other lien to be
perfected or remain against the Project (including any additions,
. modifications, substitutions or improvements thereof or thereto),
“except Permitted Encumbrances; provided that subsequent to the
Completion Date, if the Lessee first notifies the Lessor of the
intention of the Lessee so to do, the Lessee may in good faith
contest any mechanic's or other lien filed or perfected against the
pPrOJect and in such event may permit the items so contested to
“remain undischarged and unsatisfied during the period of such
contest and any appeal therefrom unless the Lessor or the Credit
*’Fa0111ty Provider notifies the Lessee that, in the opinion of
"Independent Counsel (whose fees and expenses will be paid by the
Lessee), by nonpayment of any such items the Lessor's title to the
Project, or the lien on the Project, may be materially endangered,
or the PrOJect or any part thereof will be subject to loss or
forfeiture, in which event the Lessee will promptly pay and cause
.to be satisfied and discharged all such unpaid items (provided,
however, that such payment will not constitute a waiver of the
right to continue to contest such items). The Lessor will
cooperate fully with the Lessee in any such contest, upon the
request and at the expense of the Lessee. The Lessee will not
directly or indirectly create, incur, assume or suffer to exist any
‘mortgage, pledge, lien, charge, encumbrance or claim on or with
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‘respect to the Site or the Project, except Permitted Encumbrances.
The Lessee will promptly, at its own expense, take such action as
may be necessary to duly discharge any such mortgage, pledge, lien,
charge, encumbrance or claim not excepted above which it has
.created, incurred or suffered to exist. The Lessor will promptly,
at its own expense, take such action as may be necessary to duly
discharge any such mortgage, pledge, lien, charge, encumbrance or
claim not excepted above which it has created, incurred or suffered

to exist.

Section 11.3. Deed; Mortgadge. If reguired by the Credit
Facility Provider, the Lessee has, prior to the execution and
delivery of this Lease, executed a warranty deed conveying the Site
to the Lessor, and the Lessor has, simultaneously with the
execution and delivery of this Lease, executed and delivered the
Mortgage to the Trustee, whereby the Lessor has mortgaged to the
Trustee, for the equal and ratable benefit of the Owners of the
Bonds and the Credit Facility Provider, the Site, to secure the
payment and performance of all of the Issuer's and the Lessor's
obligations under the Indenture and the Credit Facility Agreement.
. If required by the Credit Facility Provider, the lien of the

Mortgage must be insured by a title insurance policy, satisfactory
in form and substance to the Credit Facility Provider, and issued
and/or reinsured by such title insurance companies as are
acceptable to the Credit Facility Provider.

o Section 11.4. Security Interest. To secure the payment and
“performance of all of the Lessee's obligations under this Lease,
the Lessee hereby grants and pledges to the Lessor a lien on and
security interest in and to (i) all equipment, wmachinery,
furnishings, furniture, vehicles and other personal property
comprising a portion of the Project, (ii) all additions,
attachments, accessions and substitutions thereto, (iii) all plans,
drawings and specifications for the Project, when and as they are
approved by the Lessee, including change orders, if any, as
provided in Section 7.1, (iv) all permits necessary for
construction and installation of the Project, including any
building permits and certificates of occupancy, (v) all contracts
entered into by the Lessee (whether in its own name or on behalf
of the Lessor) for the acquisition, construction, installation,
operation, maintenance or servicing of any part of the Project
including, without limitation, contracts with construction
contractors, vendors, architects, engineers, servicers and other
consultants., and including contracts between any contractor for
:the Project and its subcontractors, (vi) all contracts entered into
by the Lessee (whether in its own name or on behalf of the Lessor)
for the sale or lease of the output from or services of the
Project, and (vii) all proceeds of any of the foregoing, subject
and subordinate, however, to the security interest therein granted
by the Lessor to the Trustee pursuant to the Indenture. The Lessee
agrees to execute such additional documents, including financing
statements, affidavits, notices and similar instruments, in forn
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satisfactory to the Lessor and the Credit Facility Provider, which
the Lessor or Credit Facility Provider deems necessary or
appropriate to perfect and maintain the lien on and security
interest in the aforesaid collateral granted hereunder by the

Lessee.

Section 11.5. Letter of Credit. If required by the Credit
Fac111ty Provider, the Lessee, prior to or simultaneously with the
execution and delivery of this Lease, caused a letter of credit,
satisfactory in form and substance to the Credit Facility Provider
and having the térms and provisions described in the next sentence
of this Section (a "“"Letter of Credit"), to be issued by a bank
" satisfactory to the Credit Facility Provider (an "Approved Bank")
- in favor of the Trustee as security for the obligations of the
Lessee under this Lease. The Lessee acknowledges that such Letter
of Credit has a term which ends on or about the 30th day after the
end of the first full Fiscal Year following commencement of the
Lease Term and is renewable automatlcally for successive 12-month
periods unless, at least 60 days prior to the end of any Fiscal
‘Year, such Approved Bank delivers written notice to the Lessee, the
Lessor, the Trustee and the Credit Facility Provider that such
‘Letter of Credit will not be renewed. The Lessee covenants and
agrees that, within 30 days follow1ng recelpt by the Lessee of (a)
notice from the Approved Bank which is the issuer of the Letter of
Credit then in effect with respect to this Lease that such Letter
of Credit will not be renewed, or (b) notice from the Credit
Fa0111ty Provider to the effect that a Credit Event has occurred

or is likely to occur with respect to the Approved Bank which is
the issuer of the Letter of Credit then in effect with respect to
this Lease, the Lessee will cause another Letter of Credit issued
by another Approved Bank to be issued in favor of the Trustee as
. security for the obligations of the Lessee under this Lease. As
' used in this Section, the term “"Credit Event" means, with respect

flto an Approved Bank, (i) a decree or order of a court or agency or

‘supervisory authorlty having jurlsdlctlon in the premises for the
_appointment of a conservator or receiver or liquidator in any
insolvency proceedings, readjustment of debt, marshalling of assets
or liabilities or similar proceedings of or with respect to such
Approved Bank or of or with respect to all or substantially all of
the property of such Approved Bank or for the winding-up or
.liquidation of the affairs of such Approved Bank has been entered,
~or (ii) such Approved Bank has consented to the appointment of a
conservator or receiver or liquidator in any insolvency
proceedings, readjustment of debt, marshalling of assets or
liabilities or similar proceedings of or with respect to such
Approved Bank, or of or with respect to all or substantially all
of the property of such Approved Bank, or (iii) such Approved Bank
has filed a petition to take advantage of any applicable insolvency
or reorganization statute, or (iv) such Approved Bank generally
suspends payment of its obligations, or (v) such Approved Bank
takes action with respect to any of the events described in the
preceding clauses (i) through (iv), or (vi) any credit rating for
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the 1long-term debt obligations or letters of credit of such
Approved Bank has been downgraded or withdrawn subsequent to the
issuance or latest renewal by such Approved Bank of a Letter of

Credit.

[End of Article XI]
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ARTICLE XIT

CONVEYANCE OF THE PROJECT

Section 12.1. Convevance of the Project. The Lessor will
transfer and convey to the Lessee the Project, in the manner
provided for in Section 12.2; provided, however, that prior to such
assignment, transfer and conveyance the Lessee has paid in full
either (i) all Base Rentals requlred hereunder as set forth in
Exhibit B hereto, for the entire maximum Lease Term or (ii) the
then applicable Optional Prepayment Price, together, in each case,
with all Lease Rental Payments accrued to the date of termination
of this Lease.

A

: The Lessee is hereby granted the option to terminate this
Lease and to purchdse the Project, subject to the prior written
consent of the Lessor and the Credit Facility Provider, upon
payment of the then applicable Optional Prepayment Price (as
defined in the Indenture).

Section 12.2. Manner of Convevance. At the closing of any
purchase or other conveyance of the Project pursuant to Section

- 12.1, the Lessor and the Trustee will execute and deliver to the
Lessee, or an assignee of the Lessee, all necessary documents
~assigning, transferring and conveying, by quitclaim deed, all of
the Lessor's title to the Project as the Project then exists,
subject to (i) all liens, encumbrances and restrictions created or
suffered to exist by the Lessor as required or permitted by this
Lease or arising as a result of any action taken or omitted to be
taken by the Lessor as required or permltted by this Lease (except
any lien or security interest arising under the Indenture or this
Lease); (ii) any lien or encumbrance created or suffered to exist
by action or omission of the Lessee and (iii) those liens and
encumbrances (if any) to which title to the Project was subject

--when acquired by the Lessor.

e Section 12.3. Escrowed Documents. In order to facilitate the
.. Lessee's enforcement of the Lessor's obligations to convey the
" Project, to the Lessee under the circumstances provided in Section
“12.1, the Lessor will prepare at the time of execution of this
Lease and hold in escrow the deed, the bill of sale and the
cancellation of the Lease relating to the Site and the Project, in
form satisfactory to the Lessee. The Lessor will, upon compliance
with the applicable conditions of Section 12.1, date and release
‘the deed, the bill of sale and the cancellation of Lease to the

. Lessee for recording.

[End of Article XII]
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ARTICLE XIII

ASSIGNMENT, SUBLEASING, INDEMNIFICATION
AND SELLING

x: . Section 13.1. Assignment by Lessor. As security for the
payment and performance by the Issuer and the Lessor of all of
their obligations under the Indenture and the Credit Facility
Agreement, including particularly the payment of the principal of,
~.:premium, if any, and interest on the Bonds and the payment of all
amounts due or to become due under the Credit Facility Agreenment,
.' the Lessor has assigned to the Trustee, under and pursuant to the
.+ Indenture, all of the Lessor's right, title and interest in, to and
~under this Lease and any Collateral Documents, including but not
‘limited to the right to receive the Lease Rental Payments and other
amounts due hereunder and the security interest granted hereunder
~in any property comprising a portion of the Project. The Lessee
acknowledges and agrees that this assignment will entitle the
Credit Facility Provider to enforce any obligation of the Lessee
hereunder and to exercise any remedy or right of the Lessor
hereunder. The Lessee further acknowledges and agrees that, as
provided in the Indenture, the function of the "Lessor" under this
Lease may be performed by the Program Administrator (which may be
a person or entity other than the Lessor) and its agents and

" " representatives. ;

-+ - After the occurrence of an Event of Default or an Event of
‘s Nonappropriation (and the honoring by the Credit Facility Provider
‘of a drawing under the Credit Facility relating thereto, as more

fully described in the Indenture), this Lease will be assigned by

the Lessor and the Trustee to the Credit Facility Provider. The

'Lessee acknowledges and consents to any such assignment; and the

LPLessee acknowledges and agrees that upon any such assignment, (i)

- the Credit Facility Provider will be the "Lessor" under this Lease
for all purposes of this Lease, (ii) all references in this Lease
- to the "Lessor" or the "Trustee" will be deemed to be references

' “to the Credit Facility Provider (and/or its successors or assigns),

. (iii) all obligations of the Lessee under this Lease will be for
the sole and exclusive benefit of the Credit Facility Provider

(and/or its successors or assigns) and (iv) all payments to be made
by the Lessee under this ILease will be made to or upon the
direction of the Credit Facility Provider (and/or its successors

or assigns).

Section 13.2. Assignment and Subleasing by the Lessee. This
Lease may not be assigned by the Lessee for any reason. The
Project may be subleased by the Lessee, as a whole or in part, but
only with the prior written consent of the Lessor and the Credit

. Facility Provider.

H Section 13.3. Release and Indemnification Covenants. To the
extent permitted by law, the Lessee will and hereby agrees to
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indemnify and save the Lessor, the Trustee and the Credit Facility
Provider (each, an "Indemnitee") harmless against and from any or
all claims, by or on behalf of any person, firm, corporation or
- other legal entity, and all liabilities, obligations, losses and
damages whatsoever, regardless of the cause thereof and the
expenses, penalties and fees in connection therewith (including
counsel fees and expenses), arising from or as a result of the
operation, ordering, ownership, acquisition, construction, use,
condition, delivery, rejection, storage, return or management of
the Project during the Lease Term, or the entering into of the
Lease, the Collateral Documents or any other document or instrument
relating thereto (collectively, "Indemnified Claims"), including,
but not limited to: (i) any condition of the Project; (ii) any act
of negligence of the Lessee or of any of its agents, contractors
or employees or any violation of law by the Lessee or breach of any
covenant or warranty by the Lessee hereunder; (iii) any accident
.»in connection therewith resulting in damage to property or injury
. or death to any person; and (iv) the incurrence of any cost or
expense in connection with the acquisition of the Project in excess
of the moneys available therefor in the Lessee's Lessee Acquisition
Account. To the extent permitted by law, the Lessee will indemnify
and save each Indemnitee harmless from any such Indemnified Claim,

"/ or in connection with any action or proceeding brought thereon and,

" upon notice from such Indemnitee, will defend or pay the cost of
‘defending such Indemnitee, in any such action or proceeding.

The indemnification arising under this Section will continue
'in full force and effect notwithstanding the full payment of all
obligations under this Lease or the termination of this Lease for

any reason.

[End of Article XIII]
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ARTICLE XIV
EVENTS OF DEFAULT AND REMEDIES

Section 14.1. Events of Default Defined. The following will
be "Events of Default" under this Lease and the term "Event of
Default" or "Default" will mean, whenever it is used in this Lease,
any one or more of the following events:

(a) Failure by the Lessee to pay any Base Rentals or any
Additional Rentals at the time specified herein;

(b) Failure by the Lessee to vacate or surrender the
Project by the July 1 following an Event of Nonappropriation
as provided in Section 6.6;

(c) Failure by the Lessee to observe or perform any
covenant, condition or agreement on its part to be observed
or performed pursuant to Section 11.5;

(a) Failure by the Lessee 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), (b)
or (c) 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 Lessee by the Lessor
or the Credit Facility Provider unless the Lessor and the
Credit Facility Provider agree 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, neither the Lessor nor the Credit Facility
Provider will unreasonably withhold its consent to an
extension of such time if corrective action is instituted by
the Lessee within the applicable period and diligently pursued
until such failure is corrected. 1If, hovwever, by reason of
Force Majeure the Lessee is unable in whole or in part to
carry out any of its agreements contained herein (other than
its obligations contained in Article VI hereof and any other
monetary obligations of the Lessee hereunder), the Lessee will
not be deemed in default during the continuance of such
inability. The Lessee agrees, however, to remedy with all
reasonable dispatch the cause or causes preventing the Lessee
from carrying out its agreement, provided that the settlement
of strikes and other employee-related disturbances will be
entirely within the discretion of the Lessee and the Lessee
will not be required to make settlement of strikes, lockouts
and other employee-related disturbances by acceding to the
demands of the opposing party or parties when such course is
in the judgment of the Lessee unfavorable to the Lessee; and

(e) The dissolution or ligquidation of the Lessee, or the
voluntary initiation by the Lessee of any proceeding under any
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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 Lessee
of any such proceeding which will remain undismissed for sixty
(60) days, or the entry by the Lessee into an agreement of
composition with creditors or the failure generally by the
Lessee to pay its debts as they become due.

Section 14.2. Remedies on Default. Whenever any Event of
Default referred to in Section 14.1 has occurred and is continuing,
the Credit Facility Provider may, without any further demand or
notice, take one or any combination of the following remedial

steps:

(a) terminate the Lease Term and give notice to the
Lessee to vacate or surrender the Project, in the manner
provided in Section 6.6, within sixty (60) days from the date
of such notice;

(b) exercise all the rights and remedies of a secured
party under the Kentucky Uniform Commercial Code with respect
to any personal property comprising a portion of the Project
and exercise all rights and remedies of a lienholder under
applicable law with respect to any real property comprising
a portion of the Project and may otherwise repossess and
liquidate or realize or foreclose upon the Project in any
lawful manner; provided, however, that the Credit Facility
Provider may not recover from the Lessee any deficiency which
may exist following the liquidation of such property;

(c) sell or re-lease the Project or any portion thereof;

(d) recover from the Lessee:

(i) the Lease Rental Payments which would otherwise
have been payable hereunder during any period in which
the Lessee continues to use, occupy or retain possession

of the Project; and

(ii) Base Rentals and Additional Rentals, to the
extent amounts for such Additional Rentals have been
specifically appropriated in accordance with the
provisions of Section 6.1, which would otherwise have
been payable by the Lessee hereunder after the Lessee
vacates or surrenders the Project during the remainder
of the Fiscal Year in which such Event of Default occurs;

or

(e) take whatever action at law or in equity may appear
necessary or desirable to enforce its rights in and to the
Project under this Lease and any Collateral Documents
(including, without limitation, the right to possession of the

50



Project and the rlght to sell or re-lease or otherwise dispose
of the Project in accordance with appllcable law), subject,

however, to the limitations contained in this Lease with
respect to the Lessee's obligations upon the occurrence of an
Event of Nonappropriation; and/or take whatever action at law
or in equity may appear necessary or desirable to enforce
performance by the Lessee of the applicable covenants and
agreements of the Lessee under this Lease (subject, however,
to the limitations thereon contained in this Lease) and to
recover damages for the breach thereof.

Section 14.3. Limitations on Remedies. A judgment requiring
a payment of money may be entered against the Lessee by reason of
an Event of Default only as to the Lessee's liabilities described
in subsection (d) of Section 14.2. A judgment requiring a payment
‘of money may be entered against the Lessee by reason of an Event
. of Nonappropriation only to the extent that the Lessee fails to
vacate or surrender the Project as requlred by Section 6.6, and
.only as to the liabilities described in Section 14.2(d)(i). The
"remedy described in Section 14.2(d)(ii) will not be available for
an Event of Default consisting of failure by the Lessee to vacate
or surrender the Project by the July 1 following an Event of

Nonappropriation.

Section 14.4. No__Remedy Exclusive. No remedy herein
conferred upon or reserved to the Credit Facility Provider 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. In order to entitle the Credit Facility Provider
‘to exercise any remedy reserved in this Article XIV, it will not
be necessary to give any notice, other than such notice as may be

required in this Article XIV.

: Section 14.5. 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. The Lessor may not waive any breach by the
Lessee hereunder without the written consent of the Credit Facility

Provider.

Section 14.6. Agreement To Pay Attorneys' Fees and Expenses.
In the event that the Lessee defaults under any of the provisions
hereof and the Lessor, the Trustee or the Credit Facility Provider
employs attorneys or incurs other expenses for the collection of
Lease Rental Payments, or the enforcement of performance or
observance of any obligation or agreement on the part of the Lessee
herein contained, the Lessee agrees that it will appropriate funds
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for and pay on demand therefor to the Lessor, the Trustee or the
Credit Facility Provider, as applicable, the fees of such attorneys
and such other expenses so incurred by the Lessor, the Trustee or
the Credit Facility Provider, if applicable.

Section 14.7. Waiver of Appraisement, Valuation, Stay,
Extension and Redemption lLaws. The Lessor and the Lessee agree,
to the extent permitted by law, that in the case of a termination
" of the Lease Term by reason of an Event of Default, neither the
Lessor nor the Lessee nor any one claiming through or under either
of them will or will set up, claim or seek to take advantage of any
appralsement valuatlon, stay, extension or redemption laws now or
hereafter in force in order to prevent or hinder the enforcement
‘of this Lease; and the Lessor and the Lessee, for themselves and
all who may at any time claim through or under either of them, each
hereby waives, to the full extent that it may lawfully do so, the

benefit of all such laws.

[End of Article XIV]
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ARTICLE XV
MISCELLANEOUS

Section 15.1. Notices. All notices, certificates, requests or
other communications hereunder will be sufficiently given and will be in
writing and mailed (postage prepaid, and certified or registered with
return receipt requested) or delivered (including delivery by courier
gservice) as follows: if to the Lessor, to Kentucky Association of

" Counties Leasing Trust, 390 King's Daughters Drive, P. 0. Box 4207,

Frankfort, Kentucky 40604-4207, Attention: Executive Director, if to
Issuer, to Pendleton County, 208 Chapel Street, Falmouth, Kentucky 41040,
Attention: County Judge/Executive, if to Trustee, to Liberty National
Bank and Trust Company of Louisville, 426 Jefferson, Louisville, Kentucky
40232, Attention: Corporate Trust Department, if to Credit Facility
Provider, to Commonwealth Bank of Australia, New York Branch, 599
Lexington Avenue, 18th Floor, New York, New York 10022, Attention:

- Lending, if to the Lessee, to the address shown on the cover page hereof.
‘" Any of the foregoing may, by notice given hereunder to each of the

others, designate any further or different addresses to which subsequent
noticeg, certificates, requests or other communications will be sent
hereunder. All notices, certificates, requests and other communications
pursuant to this Lease will be effective when received (if given by mail)

or when delivered (if given by delivery).

Section 15.2. Binding Effect. This Lease will inure to the benefit
of and will be binding upon the Lessor and the Lessee and their
respective successors and assigns (including, without limitation,
security assigns), subject, however, to the limitations contained in

Article XIII of this lLease.

Section 15.3. pAmendments. Changes 'and Modifications. Except as

provided in Section 6.1 with respect to Exhibit B, this Lease may not be
amended, changed, modified or altered, or any provision hereof waived,
without the written consent of the Lessor and the Lessee and, in

addition, the Credit Facility Provider.

Section 15.4. Net Lease. This Lease will be deemed and construed

to be a "net lease," and the Lessee will pay absolutely net during the

Lease Term, the Lease Rental Payments and all other payments required
hereunder, free of any deductions, and without abatement, deduction or
setoff (other than credits against Base Rentals expressly provided for

in this Lease).

Section 15.5. Payments Due on Holidays. If the date for making any
payment or the last day for performance of any act or the exercising of

any right, as provided in this Lease, is not a Business Day, such payment
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may be made or act performed or right exercised on the next preceding day
that is a Business Day with the same force and effect as if done on the

‘nominal date provided in this Lease.

Section 15.6. Severability. In the event that any provision of
thig Lease, other than the requirement of the Lessee to pay Base Rentals
and the requirement of the Lessor to provide quiet enjoyment of the
Project and to convey the Project to the Lessee under the conditions set
forth in Article XII, is held invalid or unenforceable by any court of
competent Jjurisdiction, such holding will not invalidate or render

" unenforceable any other provision hereof.

Section 15.7. Third Party Beneficiary. No person other than a
party hereto, the Trustee and the Credit Facility Provider shall have any

right, remedy or claim under or by reason of this Lease or otherwise be
a third party beneficiary of any rights, remedies, claims or agreements
hereunder. The parties hereto acknowledge and agree that the Credit
Facility Provider will be a third party beneficiary of all rights,
remedies, claims or agreements hereunder, with the right to enforce the
game, with the same effect as though the Credit Facility Provider were

a party hereto.

Section 15.8. Execution in Counterparts. This Lease may be

gimultaneously executed in several counterparts, each of which will be
an original and all of which will constitute but one and the same

instrument.

Section 15.9. Applicable Law. This Lease will be governed by and
construed in accordance with the laws of the State.

Section 15.10. 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 Lease.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREQF, the Lessor has executed this Lease in its
corporate name with its corporate seal hereunto affixed and attested by
its duly authorized officers; and the Lessee has caused this Lease to be
executed in its corporate name and the seal of the Lessee affixed and
attested by duly authorized officers thereof. All of the above are
effective as of the date first above written.

KENTUCKY ASSOCIATION OF COUNTIES

[SEAL]
LEASING TRUST, as Lessor
Attest: »
Name: J. Todd Switzer Name: Robert T. Harrod
Title: Assistant Administrator Title: Administrator

[Signatures continued on the following page]
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[SEAL]

as Lessee

Attest:
By Ol R Mo
Name: Donald R. Ma?S
By 2. County Judge/Executive

Ndme: Bonnie Monroe
County Clerk
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EXHIBIT A
DESCRIPTION OF PROJECT

Financing of the purchase of a 3700 square foot commercial and office
building located on the following described real property:

Lying and being in Pendleton County, Kentucky on the South side of
Kentucky Route #330 and 0.2 miles West of Stewart Lane and more
particularly described as follows, to-wit: BEGINNING at a P.K. nail found
in the centerline of Kentucky Route #330 at the intersection of said road
and a concrete drive, a corner to Pendleton County Health Department;
thence leaving said road with the centerline of said drive and the lines
of Pendleton County Health Department, S 16°17' 22" E--209.93 feet to a
"P.K. nail set; thence leaving said drive, S 69° 09' 44" W--150.83 feet to
an iron pin set; thence S 36° 18' 12" W--180.23 feet to an iron pin set
in the line of Maurice Sullivan; thence with said line, 5 47° 26' 16" E--
84 .46 feet to an iron pin found, a corner to David Butcher (D.B. 176,
page 353); thence with said lines, N 73° 48' 15" E--442.69 feet to an iron
pin found; thence N 16° 11' 45" W--386.47 feet to P.K. nail found in the
centerline of Kentucky Route #330; thence with said centerline, S 80° 18
38" W-- 37.88 feet to P.K. nail; thence 8 81° 55' 01" W--117.18 feet to
the place of beginning containing 2.6050 acres more or less exclusive of

all right of ways or easements of record.

The Grantors convey their retained right to ingress and egress
eagement over the concrete drive and also note that this property is
subject to a right in the owners of Lot #2 to ingress and egress over the
shared concrete driveway depicted in the attached plat, providing for

access to Ky. 330.

This being the same property conveyed to Kentucky Association of
Counties Leasing Trust by Pendleton County Fiscal Court by Deed, dated
!l 3 1797 and of record in Deed Book Z 6L, Page §77 , in the office

A
og the Pendleton County Clerk

TOTAL COST OF PROJECT: $110,000.00



Pendleton County Water District Office

Assumptions
[ §110,000
- County
5.350000% (on LOC Amt, on Par
! Swap 0.541% )
20 5
1 Projected
2401} Annual Total Pmts
12§
SN0 e ] [ soD0pbeeren ) s Boser

$84,500,000 14 $1,500 1
$20,500,000 ¢ $9,934 2
T oh $9,743 3
$9,551 4
$10,334 5
Fstimated Lease Size $10,079 6
$9,824 7
Project $110,000.00 100.000% $9,569 8
LOC Application N $0.00 0.000% $10,287 ]
Takedown - $0.00 0.600% $9,968 10
Share of Issuance *** N $0.00 0.000% $9,649 11
Closing expenses N $0.00 0.000% $9,330 12
1st Payment N $0.00 0.000% $9,985 13
Contingency $0.00 0.000% $9,602 14
000, $9,220 15
$9,811 16
= t~ be rebated after Parity $9,365 17
$8,918 18
$9,445 19
Estimated Cost Summary $8,935 20
$10,372 21
Total interest $71,673.76 22
Total Admin Fees $3,349.34 23
Total Credit Fees $7.242.72 24
Total Fiduclary Fees $3,155.06 25
Total Local LOC $0.00 26
. |Total Cost : 27
: 28
- |Effective Interest Rate 29
.. . |internal Rate of Retum (IRR) . 6.414% 30
A Total

i

Maadal UVAREND WKA



n

LI VI N S N S

1172059

0112000

07720000
08720/00
05/20/00

" 101000

11/20/00
12/30/00
01730/01
02/20/01
63220/01
042001
03/20/01
04/20/01

i om0t

08/20/0%
092000}
1072001
11720008
12110001
o1/20/02
02/20/02
03220402
04/20/02
0342002
08/20/02
07/20/02
08/20/02
09/20/02
1020/02

4,000.00

4,000.00

21.04
21.04
21.04
21.04
2021
20.21
20.21
20.21
20.21
20,21
20.21
20.21
20,21
20:21
20.21
20.21
19.38
19.28
19.38
19.38
1938
19.38
1938
19.38
19.38

Kentucky Association of Counties Leasin

Pendleton County Water District Office

EXHIBIT B
Base Rentals

45.50
45,50
45.50
45.50
45.50
4550
45.50
45.50
4550
4550
43.70
43.70
43.70
43.70
43.70
43.70
43.70
43.70
43.70
43.70
43.70
43.70
41.80
41.90
41.90
41.90
41,90
41.90
41.90
41.90
41.90

~LINTINT 49-AT7 DM

3382
21,59
2159
21.59
21.59
21.59
21.59
21.59
2159
21.00
21.00
21.00
21.00
21.00
21.00
21.00

21.00
21.00
21.00
21.00
20.41
20.41
2041
20.41
20.41
20.41
20.41
20.41
2041
20.41
2041
20.41
19.82
19.82
19.82
19.82
19.82
19.82
19.82
19.82
19.82
19.82
19.82
19.82
19.04
19.04
19.04
19.04
19.04
19.04
19.04
19.04
18.04
18.04
19.04
19.04
18.25
18.25
18.25
18.25
18.26
18.25
18.25
18.25
18.25

916.68
6584.49
584.49
584.49
584.49
584.49
684.49
584.49
3,684.49
668.64
668.64
568.64
568.54
568.64

568.54
566.54
568.54
568.54
668.64
3,668.54
552.60
652.60
552.60
662.60
652,60
552.60
652.60
£52.60
652.60
652.60
552.60
3,662.60
536.66
536.65
536.66
536.65
636.65
536.65
536.66
636.65
536.65
636.65
536.65
4,536.65
616.41
616.41
616.41
516,41
515.41
616.41
516.41
615.41
516.41
516.41
616.41
4,515.41
494.16
494.16
494.18
494.16
494.16
494.16
494.16
49416
494.16

110,000

110,000
110,000
110,000
110,000
110,000
110,000
110,000
110,000
107,000
107,000
167,000
107,000
107,000
107,000
107,000
107,000
107,000
107,000
107,000
167,000
104,000
104,000
104,000
104,000
164,000
104,000
104,000
104,000
104,000
104,000
104,000
104,000
101,000
101,000
101,000
101,000
101,000
101,000
101,000
101,000
101,000
101,000
161,000
101,000
97,000
97,000
97,000
7,000
97,000
97,000
97,000
97,000
97,000
$7,000
7,000
97,000
93,000
93,000
93,000
93,000
93,000
93,000
93,000
93,000
93,000
93,000

Model: KYCPEND.WK4

118,938
118938
118938
118,938
118,918
118,938
118,938
118938
118,938
115,694
113,694
115,64
115,694
115,684
115,694
115,654
113,694
115,694
113,604
113,694
113,694
112450
112430
112430
112430
312430
112430
112430
112,450
112,450
112,450
112430
1124350
109,206
109206
109,206
109,206
109,206
109,206
109,206
109.206
109,205
109,206
109,206
109,206
104,881
104,881
104,881
104,88t
104,881
104,88¢
104,88)
104,881
104,881
104,881
104,881
104,881
100,536
100,356
100,556
100,336
100356
100,336
100.336
100,356
100,336
100,556



16/20/08
11720008
1220008
01/20/06

102006

1112006

1272008
0172001
0Y20/07
03126007
04007
1007
06/20/07
072007
o8/20/07
09120407
10/20/07
11720/07
1220007
01/720/08
o008
03/20/08
o408
05/20/08

§,000.00

Association of Counties Leasing Trust Program

41463
414.63
396.79
396.79
396.79
396.79
396.79
396,79
396.79
396.79
396.79
396.79
396,79
396.79
378.96
378.96
378.96
378.96
378.96
378.96
378.96
378.96
378.96
378.96
* 378.96
378.96
356.67
356.67
356.67
356.67
356.67
356.67
356.67
356.67
356.67
356.67
356.67
356.67
33438
334.38
334,38
334.38
334.38
334.38
334,38
33438
33438
33438
334.38
334.38
312.08
312.08
31208
312,08
312.08
312.08
312.08
312.08
312.08
312.08
312.08
312,08
289.79
289.79
289.79
288.79

EXHIBIT B

Base Rentals

18.54
18.54
17.71
17.74
17.71
17.71
17.71
17.71
17.71
17.71
17.1
17.74
17.71
17.71
16.67
16.67
16.67
16.67
16.67
16.67
16.67
16.67
16.67
16.67
16.67
16.67
15.63
15.63
15.63
15.63
15.63
15.63
15.62
15.63
15.63
15.63
1563
15.63
14.58
1458
14.58
14.58
14.58
14.58
1458
14.58
14.58
14.58
1458
14.58
13.54
13.54
13.54
13.54

Pendleton County Water District Office

33.79
33.79
33.79
33.79
33.79
33.79
33.78
33.79
33.79
33.79
33.79
33.79
31.54
3154
31.54
31.54
31.54
31.54
3154
31.54
3154
31.54
3154
31.54
29.28
29.28
29.28
29.28

NAINTAT 419-47 PM

16.68

15.70
15.70
15.70
15.70
15.70
15.70
15.70
15.70
15.70
15.70
15.70
14.72
14.72
14.72
14.72
14,72
14,72
14.72
14.72
14.72
14.72
14.72
14.72
13.74
13.74
13.74
13.74
13.74
13.74
13.74
13.74
13.74
13.74
13.74
13.74
12.76
12.76
12.76
12.76

472.90
4,472.90
451.64
451.64
451.64
451.64
451.64
451.64
451.64
451.64
451.64
451.64
451.64
65451.64
425.08
425.08
426.08
426.08
426.08
426.08
426.08
426.08
425.08
425.08
425.08
5,426.08
398.62
398.62
398.62
398.52
398.62
398.52
398,52
398.62
398.62
398.62
358.62
5,398.62
371.94
371.94
371.94
371.94
371.94
371.94
371.94
371.94
371.94
371.94
371.84
5,371.84
345.37
345.37
345.37
34537

93,000
93,000
89,000
89,000
9,000
89,000
89,000
89,000
89,000
5,000
9,000
89,000
89,000
9,000
85,000
25,000
85,000
85,000
85,000
85,000
85,000
85,000
85,000
85,000
85,000
85,000
80,000
0,000
80,000
80,000
20,000
80,000
0,000
80,000
80,000
80,000
80,000
80,000
75,000
73,000
75,000
75,000
75,000
75,000
75,000
75,000
75,000
75,000
5,000
75,000
70,000
70,000
10,000
70,000
70,000
70,000
70,000
70,000
70,000
70,000
70,000
70,000
63,000
65,000
65,000
65,000
65,000

Mode!l: KYCPEND.WK:

100,356

100,336
96.231
96,234
86231
96231
96,23}
96,231
96,231
96,281
96,231
96,231
96,281
96,231
91,906
91,906
91,906
91,906
91,906
91,906
91,906
91,906
91,906
91,906
91,906
91,906
86,300
86,500
85300
86,500
86,500
86,500
85,500
85,300
86,500
86,500
86,500
86,500
81,094
B1,094
81,004
81,004
21,054
81,094
81,04
81,094
81,094
85,004
81,094
81,094
15,688
13,688
3,688
15,689
75,688
15,688
75,688
75,688
75.688
75,688
15.688
78,688
70,281
70,281
76,281
70281
70,281



0/20/09
102009
11720009
12110409
017010
022010
032010
04/20/10
0872010

. o800

07720110,
08/20/10
ov0N10
102010
1o
1220110
o12001
0220/11
onvil
o200
os/20iit
082011
o701
08/20/11
0972011
1072011
112011
1220011
0120112
o220N12
o302
Leale s b
03720112
06/20/12
0772012
o820/t
09/20/12
1012012
nav
1271012
01/20/13
02720113
03/20/13
041013
08120113
06720143
02013
08/20/13
09120113
100/13
1172013
12720113

Kentucky Association of Counties Leasing

6,000.00

7,000.00

Pendleton Cou

*989.79

289.79
289.79
289.79
289.79
289.79
289.79
289.79
263.04
263.04
263.04
263.04
263.04
263.04
263.04
263.04
263.04
263.04
263.04
263.04
236.29
236.29
236.29
236.29
236.29
236.29
236.29
236.29
236.29
236.29
236.29
236.29
209.54
209.54
209.54
209.54
209.54
209.54
209.54
209.54
209.54
209.54
209.54
209.54
178.33
178.33
178.33
178.33
17833
178.33
178.33
178.33
178.33
178.33
178.33
178.33
14713
147.13
147.13
14713
147.13
147.13
14713
147.13
147.13
147.13
147.13

EXHIBIT B
Base Rentals

11.04
11.04
11.04
11.04
11.04
11.04

Water District Office

2388
23.88
23.88
23.88
23.88
23.88
23.88
23.88
23.88
23.88
23.88
2117
21.147
21147
2117
2417
2117
2147
2947
2117
2147
2117
2147
18.02
18.02
18.02
18.02
18.02
18.02
18.02
18.02
18.02
18.02
18.02
18.02
14.87
14.87
14.87
14.87
14,87
14.87
14.87
1487
14.87
14.87
14.87

N4INTAT 12:47 PM

10.40
10.40
10.40
9.22
9.22
9.22
9.22
8.22

8.22
822
9.22
9.22

9.22
7.85
7.85
7.85
7.85
7.85
7.85
7.85
7.85
7.85
7.85
7.85
7.85
6.48
65.48
6.48
6.48
6.48
6.48
6.48
6.48
6.48
6.48
6.48

63,000
65,000
65,000
65,000
65,000
65,000
65,000
39,000
59,000
59,000
39,000
39,000
59,000
39,000
59,000
39,000
59,000
59,000
39,000
53,000
53,000
353,000
33,000
53,000
33,000
33,000
53,000
53,000
53,000
33,000
33,000
47,000
47,000
47,000
47,000
41,000
47,000
47,000
47,000
47,000
47,000
47,000
47,000
40,000
40,000
40,000
40,000
40,000
40,000
40,000
40,000
40,000
40,000
40,000
40,000
33,000
33,000
33,000
33,000
33,000
33,000
33,000
33,000
33,000
33,000
33,000
33,000

Model: KYCPEND WK4

70,281
70,281
70,281
0,281
70,281
70281
70,281
63,754
63,794
63,154
63,794
63,754
63,794
63,194
63,74
63,754
63,794
63,794
63,754
87306
57306
57,306
57306
57306
51306
57306
57306
57,306
57306
57,306
57,306
50,819
50819
50819
50819
56819
50819
50,819
50819
50,818
30,819
s0.819
s0819
43,250
43250
43,250
43,250
43250
43,250
43250
43,250
43,250
43250
42,250
43,250
35,681
35,681
15,681
38,681
35,681
35,681
35,681
35,681
35,681
35,681
33,681
35,681



| Kentuckx Association of Counties Leasing Trust Program I

Pendleton County Water District Office

EXHIBIT B
Base Rentals

01/2004 147.13 6.88 ! 14.87 6.48 7,175.36 26,000 28,113
02/20/14 115.92 542 11.71 5.10 138.15 26,000 28,113
03/20/14 115.92 5.42 11.71 5.10 138.15 26,000 28,113
0472014 115.92 542 11.71 5.10 138.16 26,000 28,113
0snon4 115,92 542 11.71 5.10 138,15 26,000 28113
0612014 11592 5.42 11.71 5.10 138.15 26,000 28,113
011014 115.92 5.42 11.71 5.10 138.15 26,000 28,113
08120714 115.92 5.42 1171 5.10 138.16 26,000 28,113
05720114 115,92 5.42 11.71 5.10 138.16 26,000 28,113
10120114 11592 5.42 11.71 5.10 138,15 26,000 28,113 -
1120114 115.92 5.42 11.71 5.10 138.15 26,000 28,113
122014 11592 5.42 11.711 5.10 138.156 26,000 28,113
0120115 8,000.00 11592 5.42 11.71 5.10 8,138.15 18,000 19,463
022018 0.00 80.25 3.75 8.11 3.53 95.64 18,000 19,463
032013 0.00 80,25 3.7§ 8.11 3.53 95.64 18,000 19463
04nLS 0.00 80.25 3.75 8.11 3.53 95.64 18,000 19,463
08/20/18 0.00 80.25 3.75 8,11 353 85.64 18,000 19483
0672018 0.00 80.25 3.75 8.11 3.53 985.64 18,000 19463
0772018 0.00 80.25 3.75 8.11 3.53 95.64 18,000 19463
082018 0.00 80.25 3.75 8.11 353 95.64 18,000 19463
0920018 0.00 80.25 3.75 8.11 353 95.64 18,000 19463
102018 0.00 80.25 3.75 811 3.53 95.64 18,000 19463
11vs 0.00 80.25 3.75 8.11 3.53 95.64 18,000 19463
123018 0.00 80.25 3.75 8.1 3.53 95.64 18,000 19,463
0172016 8,000.00 80.25 3,75 8.11 3.53 8,095.64 10,000 10813
022016 0.00 44.58 2.08 4.51 1.96 53.13 10,000 10813
0172016 0.00 4458 2.08 451 1.96 53.13 10,000 10813
04n0/16 0.00 4458 2.08 4.51 1.86 53.13 10,000 10813
03120116 0.00 44.58 2.08 4,51 1.96 53.13 10,000 10813
0620116 0.00 44,58 2.08 451 1.96 53.13 10,000 10,813
07172016 0.00 4458 2.08 451 1.6 §3.13 10,000 10813
0820116 0.00 44.58 2.08 4.51 1.96 63.13 10,000 10,813
0912016 0.00 4458 2.08 4.51 1.96 53.13 10,000 10813
1020716 0.00 44,58 2.08 4.51 1.96 53.13 10,600 10813
11720116 0.00 4458 2.08 451 1.96 63.13 10,000 10813

' 1222016 0.00 4458 2.08 4.51 1.96 63.13 10,000 10,813
012017 10,000.00 4458 2,08 451 1.96 10,053.13 o 0
0220117 0.00 0.00 0.00 0.00 0.00 0.00 0 [}
o017 0.00 0.00 0.00 0.00 0.00 0.00 [ [
41T 0.00 0.00 0.00 0.00 0.00 0.00 0 0

$110,000.00 $71673.76 $3,349.34 $7,242.72 $3,155.06 $195,420.88

£350000% , such rate being the fixed

* Compured ot an asnamed rote per arrxon equal 12
rate per areeam payable under the Swap Rate In respect to the Lease.

NAINTIOY 1347 DR Mardal- KYOPEND WK 4



EXHIBIT C
OPINION OF LESSEE'S COUNSEL

April 3,1997

~Bank One, Kentucky, as Trustee
426 Jefferson
Louisville, KY 40232

Commonwealth Bank of Australia
New York Branch

599 Lexington Avenue

New York, NY 10022

Kentucky Association of
Counties Leasing Trust
390 King's Daughters Drive

P. 0. Box 4207

. Frankfort, KY 40604-4207

$110,000.00
Lease Agreement between
Kentucky Association of Counties Leasing Trust, as lessor,
and Pendleton County, Kentucky, as lessee

Ladies and Gentlemen:

We have acted as counsel to Pendleton County, Kentucky (the
"Lessee") in connection with the authorization, execution, and delivery
by the Lessee of the Lease Agreement dated April 3, 1997, (the "Lease"),
between the Lessee, as lessee, and Kentucky Association of Counties
Leasing Trust, as lessor (the "Lessor"j. We have reviewed (i) the
Constitution and 1laws of the Commonwealth of Kentucky (the
"Commonwealth"), (ii) certain proceedings taken by the Pendleton County
Fiscal Court of the Lessee, (iii) an executed copy of the Lease and (iv)
such other information and documents as we have deemed necessary or
appropriate in order to render this opinion. :

Based on the foregoing, we are of the opinion that:

1. The Lessee is a body politic and corporate, wvalidly
organized and existing in good standing under the laws of the
Commonwealth and has full power and authority to enter into and to
perform its obligations under the Lease.



2. The Lease has been duly authorized, executed and
delivered by the Lessee and (assuming the due authorization,
execution and delivery thereof by the Lessor) constitutes a
legal, valid and binding obligation of the Lessee, enforceable
against the Legsee in accordance with its terms (including,
without limitation, the right of the Lessee to terminate the
Lease at the end of each Fiscal Year of the Lessee by reason
of an Event of Nonappropriation, as defined in the Lease),
except as the enforceability thereof may be limited by
bankruptcy, insolvency, reorganization, moratorium or other
similar laws affecting the enforcement of creditors' rights
generally and by general principles of equity (regardless of
whether such enforceability is considered in ‘a proceeding at

law or in equity).

3. All consents, approvals or authorizations of any
governmental entity and all filings and notices required on the part
of the Lessee in connection with the authorization, execution and
delivery of the Lease and the consummation of the transactions
contemplated thereby have been obtained and are in full force and

effect.

4. Neither the execution and delivery of the Lease nor the
consummation of the transactions contemplated thereby, nor the
fulfillment of or compliance with the terms and conditions of the
Lease conflict with or constitute a violation of any provision of
any law or regulation applicable to the Lessee or, to the best of
our knowledge after reasonable investigation, conflicts with or
results in a breach of the terms, conditions or provisions of any
restriction or any agreement or instrument to which the Lessee is
now a party or by which the Lessee is bound.

5. To the best of our knowledge, -after reasonable
investigation, there is no action, suit, proceeding or governmental
investigation at law or in equity before or by any court, public
board or body, pending of which the Lessee has been served with a
gummons, summons and complaint or other notice of commencement, or
threatened against or affecting the Lessee, challenging the validity
of the Lease or contesting the power and authority of the Lessee to
execute and deliver the Lease or to consummate the transactions

contemplated by the Lease.

Respectfully submitted,

Je
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EXHIBIT D
OPINION OF LESSOR’S COUNSEL

April 1, 1997

Bank One, Kentucky, as Trustee
426 West Jefferson
Louisville, KY 40232

Commonwealth Bank of Australia
New York Branch

599 Lexington Avenue

New York, NY 10022

'5 Pendleton County Fiscal Court

RE: Lease Agreement between Kentucky Association of Counties
Leasing Trust, as Lessor, and Pendleton County Fiscal Court

as Lessee ‘
Amount: $110,000.00 for financing a Water District office

building
Ladies and Gentlemen:

We have acted as counsel to the Kentucky Association of. Counties
Leasing Trust (the "Lessor%) in connection with the authorization,
execution, and delivery by the Lessor of the Lease Agreement dated
April 3, 1997 (the "Lease!), between Pendleton County Fiscal Court,
as lessee, and the Lessor, as lessor. We have reviewed (i) the
Constitution and laws of the Commonwealth of Kentucky (the
"Commonwealth"), (ii) an executed copy of the Lease and (iii) such
other information and documents as we have deemed necessary or
appropriate in order to render this opinion.

Based on the foregoing, we are of the opinion that:

1. The Lessor is a trust duly organized and validly existing under
the laws of the Commonwealth, and has full power and authority to
enter into and to perform its obligations under the Lease.

2. The Lease has been duly authorized, executed and delivered by
the Lessor and (assuming the due authorization, execution and
delivery thereof by the Lessee) constitutes a legal, valid and
binding obligation of the Lessor, enforceable against the Lessor in
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accordance with its terms, except as the enforceability thereof may
be limited by bankruptcy, insolvency, reorganization, moratorium or
other similar laws affecting the enforcement of creditors’ rights
generally and by general principles of equity (regardless of
whether such enforceability is considered in a proceeding at law or
in equity). Our opinion in part is based upon representation made
to us by the County Attorney for Pendleton County Fiscal Court.

- 3. All consents, approvals or authorizations of any governmental
entity and all filings and notices required on the part of the
Lessor in connection with the authorization, execution and delivery
of the Lease and the consummation of the transactions contemplated
thereby have been obtained and are in full force and effect.

4. Neither the execution and delivery of the Lease nor the
consummation of the transactions contemplated thereby, nor the
fulfillment of or compliance with the terms and conditions of the
Lease conflict with or constitute a violation of any provision of
_any law or regulation governing the Lessor or conflicts with or
"results in a breach of the terms, conditions or provisions of any
restriction or any agreement or instrument to which the Lessor is

now a party or by which the Lessor is bound.

5, There is no actions, suit, proceeding or governmental
investigation at law or in equity before or by any court, public
board or body, pending of which the Lessor has been served with
summons, summons and complaint or other notice of commencement, or
threatened against or affecting the Lessor, challenging the
validity of the Lease or contesting the power and authority of the
Lessor to execute and deliver the ILease or to consummate the

transactions contemplated by the -Lease.

Respectfully submit eq{f~ ]
' A jbr-3/
!j),2/0x4~h°- L‘ f cfﬁﬁ}

DENNIS L. MATTINGLY
Attorney at Law

DLM/mtw
245.0001
(A:\EXHIBITD#3\PENDLETON.CRT)



EXHIBIT E

CERTIFICATE OF OFFICIALS OF LESSEE

The undersigned officials of Pendleton County Fiscal Court, the
lessee (the "Lessee") under a Lease Agreement dated April 3,1997 (the
"Lease") between the Lessee and the Kentucky Association of Counties
Leaging Trust (the "Lessor"), DO HEREBY CERTIFY AS FOLLOWS:

1. That they are the duly elected or appointed, qualified and
acting incumbents of their respective offices of the Lessee, as set forth
after their signatures hereto, and as such are familiar with the books,

‘records, affairs and seal of the Lessee.

2. That the Lessee is a body politic and corporate, wvalidly
organized, existing and in good standing under and by virtue of the laws
of the Commonwealth of Kentucky with all requisite power and authority
to lease property as lessee and to carry on its business as now being

conducted.

3. That included in the transcript of which this Certificate forms
a part is a true, correct and complete copy of the Resolution duly
adopted by the Pendleton County Fiscal Court of the Lessee on January 23,
1997, (the "Resolution"), authorizing the appropriate officials of the
Lessee to execute the Lease. The Resolution was duly adopted in

accordance with all applicable laws.

4. The representations and warranties of the Lessee made in the
Lease are true and correct in all material respects on and as of the date
hereof as if made on and as of the date hereof; the Ordinance has not
been amended or supplemented and is in full force and effect; and the
Lease has been entered into and is in full force and effect.

5. That the below-named persons were on the date or dates of the
execution of the Lease and are on the date of this certificate the duly
elected or appointed and qualified incumbents of the respective offices
of the Lessee set forth opposite their names and that the signatures set
forth opposite their names are their genuine signatures:



Name Title Signature

Donald R. Mays County Judge/ -\thiSé;.jk-Qh&Uw
\

Executive

Bonnie Monroe County Clerk .

6. The Lease has been duly authorized, executed and delivered by
the Lessee and constitutes a legal, valid and binding obligation of the
Legsee, enforceable against the Lessee in accordance with its terms
(including, without limitation, the right of the Lessee to terminate the
Lease at the end of each Fiscal Year of the Lessee by reason of an Event
of Nonappropriation, as defined in the Lease).

7. The Lessee is not in default under or in violation of (i) any
provisions of applicable law, (ii) the Lease, or (iii) any indenture,
‘ mortgage, lien, agreement, contract, deed, lease, loan agreement, note,
order, judgment, decree or other instrument or restriction of any kind
or character to which it is a party or by which it or its properties are
or may be bound, or to which it or any of its assets is subject, which
default would have a material adverse effect on the condition, financial
or otherwise, of the Lessee or on the ability of the Lessee to perform
its obligations under the Lease. Neither the execution and delivery of
the Lease nor compliance by the Lessee with the terms, conditions and
provisions of the Lease will conflict with or result in a breach of, or

constitute a default under, any of the foregoing.

8. Since the date of the financial information provided to the
Lessor, there have not been any material adverse changes in the business,
properties, condition (financial or otherwise) or results of operations
of the Lessee, whether or not arising from transactions in the ordinary
course of business, and since such date, except in the ordinary course
of business, the Lessee has not entered into any transaction or incurred
any liability material to the financial position of the Lessee.

9. There is no claim, action, suit, proceeding, inquiry or
investigation, at law or in equity, before or by any court, governmental
agency, or public beoard or body, pending or, to the best of our
knowledge, threatened against or affecting the Lessee wherein an
unfavorable decision, ruling or finding would materially adversely affect
the business, properties, condition (financial or otherwise) or the
results of operations of the Lessee or the ability of the Lessee to
perform its obligations under the Lease.



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

have been provided to the Lessor).

11. Any certificate signed by any official of the Lessee and
delivered to the Lessor will be deemed to be a representation by the
Lessee to the Lessor as to the statements made therein.

12. The seal which has been impressed upon the Lease and upon this
Certificate is the legally adopted, proper and only official seal of the

Lessee.

WITNESS our hands and the corporate seal of the Lessee this 3rd day
of April, 1997.

[SEAL]

5y Dol D

Name: Donald R. S

Title: County Judge/Executive
By (L,
Name: Bonnie Monroce

Title: County Court Clerk

Attest:



CERTIFICATION

Lessee hereby certifies that it will use due diligence to spend the
amounts deposited in the Lessee's acquisition account to acquire,
construct, equip, and install the project covered under the Lease as
promptly and as reasonable as is possible.

This the 3rd day of April, 1997.

ATTEST: : PENDLETON COUNTY JUDGE EXECUTIVE

TSR R N

Bénnie Monroe Donald R. Mays N
COUNTY COURT CLERK




ACKNOWLEDGMENT

CoLT acknowledges that they directed the Trustee to transfer
$110,000.00 to the appropriate acquisition account to be used as outlined
in the Lease.

This the 3rd day of April, 1997.

KENTUCKY ASSOCIATION OF COUNTIES
LEASING TRUST, LESSOR

%ﬁc’af\//M

Robert T. Harrod
CoLT Administrator

ATTEST: PENDLETON COUNTY JUDGE EXECUTIVE

\DN\&\_\. W
N

Bénnie Monroe Donald R. Mays
COUNTY COURT CLERK
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