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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of: RECE%VED

APPLICATION OF GRANT COUNTY SANITARY )  0CT 222012
SEWER DISTRICT FOR APPROVAL TO ENTER ) pUBLIC SERVICE
INTO A LEASE AGREEMENT WITH THE BANK ) COMMISSION
OF KENTUCKY, INC. IN A PRINCIPAL AMOUNT )

NOT TO EXCEED $1,100,000.00 FOR THE PURPOSE ) CASE NO. 2012-
OF REFINANCING CERTAIN OUTSTANDING )

DEBT OBLIGATIONS BETWEEN THE KENTUCKY )

RURAL WATER FINANCE CORPORATION AND )

THE CITY OF CRITTENDEN, KENTUCKY )

APPLICATION

The Applicant, Grant County Sanitary Sewer District (the “District”), by counsel, files
this Application pursuant to KRS 278.300, 807 KAR 5.001 and all other applicable laws and
regulations and requests that the Kentucky Public Service Commission (the “Commission”) enter
an Order authorizing the District to enter into a certain Lease Agreement (the “Lease™) with The
Bank of Kentucky, Inc. (the “Bank of Kentucky”). Proceeds of the Lease will be used by the
District to refund and retire an outstanding long term debt obligation due and owing to the
Kentucky Rural Water Finance Corporation (“KRWFC”) by the City of Crittenden, Kentucky
(“Crittenden™) as assumed by the District, the proceeds of which were used to finance the
construction of improvements to the District’s sanitary sewer system and sanitary sewer
treatment plant. The proposed refinance will provide debt service savings to the District and
resulting savings to its rate payers.

In support of this Application, the District states as follows:

1. The full name and post office address of the Applicant is the Grant County

Sanitary Sewer District, 1 Farrell Drive, P.O. Box 460, Crittenden, Kentucky 41030.



2. The governing body of the District is its Board of Commissioners, a body
corporate with the power to make contracts in the furtherance of its lawful and proper purposes
as provided for in KRS 74.010 et seq. The District is now, and has been since its formation,
regulated by the Commission, all records and proceedings of the Commission with reference to
the District are incorporated in this Application by reference.

3. This Application is made pursuant to the provisions of KRS 278.160; 807 KAR
5.001 and 807 KAR 5:011.

4. The District is a non-profit sanitary sewer district organized under the provisions
of KRS Chapter 74 and KRS Chapter 67 and has no separate Articles of Incorporation.

5. The District was created by Ordinance of the Grant County Fiscal Court on
October 7, 2002 in Ordinance No. 26-2002-453 (Exhibit “17).

6. Pursuant to 807 KAR 5:011, Section 3, the District states:

A. The District provides sanitary sewer collection and treatment for
approximately 1,600 customers within its territory. The vast majority of
these customers are residential in nature with a limited number of
commercial and industrial customers.

B. The territory serviced by the District is comprised principally of
geographic boundaries of Crittenden. Services provided to some areas are
outside of the geographic boundaries of Crittenden, however, said service
is limited.

C. No increase in the rates charged by the District will be necessary to
effectuate this refinance.

D. The District anticipates the total savings of principal and interest payments
over the 10 year Lease Term would be approximately $130,000.00.

7. A description of the District’s sanitary collection and treatment system, including

its property, together with a statement of the original cost, is contained in the District’s



December 31, 2011 year end Annual Report which is on file with the Commission. The Annual
Report is incorporated herein by reference.

8. The District proposes to enter into the Lease with The Bank of Kentucky in an
amount not to exceed $1,100,000.00 for the purpose of refinancing an outstanding obligation due
and owing KRWFC dated September 25, 2002 in the original principal sum of $1,566,000.00. A
copy of the original Assistance Agreement and remaining KRWFC Debt Service and Maturity
Schedule are attached hereto as Exhibit “2”. This Assistance Agreement and the debt obligation
was assumed by the District pursuant to an Agreement with the City of Crittenden, Kentucky
dated April 22, 2004. See Case No. 2005-00314 for details of those Agreements.

9. The refinancing of the KRWFC obligation will be refinanced through the Lease
which shall be payable over a period of 10 years and bearing interest at the rate of 2.8% per
annum. A copy of The Bank of Kentucky Lease Finance Agreement and Amortization Schedule
are attached as Exhibit “3”.

10.  The final principal amount of the Lease will be adjusted to match the final
principal amount of the KRWFC outstanding balance as of the actual refinance date. It is
anticipated by the District that the outstanding principal balance owing on the KRWFC
obligation will be $1,085,575.42 as of December 1, 2012 (Exhibit “4”).

11. A Resolution of the District authorizing the execution and delivery of the Lease is
attached hereto and identified as Exhibit “5”.

12.  The District has determined and represents that the Lease is in the public’s
interest and is intended to accomplish the purpose of strengthening the financial condition of the
District by producing debt service savings. This is a lawful objective within the public purposes

of the District’s utility operations. The Lease is necessary, appropriate for and consistent with the



proper performance by the District of its service to the public and will not impair its ability to
perform that service.

13. The District represents that it will, as soon as is reasonably possible after the
closing of the Lease, file with the Commission a statement setting forth the date of issuance of
the Lease, the final payment amounts, all fees and expenses incurred in the refinancing and the
terms and interest rates of the Lease.

14.  The District requests that it be granted a deviation under 807 KAR 5:004
necessary to accommodate any situation where inflexible compliance with a regulation would be
impractical or which would hinder the District’s daily operations. The District states that there
has been no material change in the financial condition or operation of the District since its
December 31, 2011 year end financial audit. The financial data filed with this Application is the
most recent published audited financial data available.

For the reasons set forth herein, the District requests that it be granted an Order
authorizing the refinancing of the KRWFC’s obligations in the manner set forth herein.

Comes now Grant County Sanitary Sewer District, by and through its Chairman Bobby
Burgess, after being sworn, states that he is authorized to submit this Application on behalf of the
Grant County Sanitary Sewer District and that the statements contained in this Application are

true and correct to the best of his knowledge, information and belief.

GRANT COUNTY SANITARY SEWER
DISTRICT

BY: % %4%:/

BOBBY BURGESS, C%TRMN




COMMONWEALTH OF KENTUCKY
COUNTY OF GRANT

SUBSCRIBED, SWORN TO AND ACKNOLWEDGED before me by the said Bobby
Burgess, Chairman, Grant County Sanitary Sewer District, this 18™ day of October, 2012.
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ORDINANCE WO. _26-2002-453 .

AN ORDIRARCE CREATIRG
TEE SRART COURTY SENITARY SEWER DISTRICT

BE IT ORDAINED BY THE FISCAL COURT OF GRAKRT COUKTY.

SECTION I:
WHEREAS, the General Assembly of the Commonwealth of Kentuck

has enacted KRS 67.715 (2) which permits the County Judge/Exacutive, wi

the approval of the Fiscal Court, to create any spscial district; and

WHEREAS, the fiscal court of Grant County desires o protect and
safeguard the property, health, safety, and welfare of the citizans and the
environmant of Grant County; and

WHEREAS, KRS 67.083 (3) (r ) providss that a fiscal court may make

provision for water and sewage and garbags disposal servica, including
management of onsite sewage disposal systsms; and

WHEREAS, there presently exists within Grant County a public water
district known as Bullock Pen Water District, same having basn established and
currently operated pursuant to KRS Chaptsr 74; and _

WHEREAS, KRS 74.407 provides that a water district is authorized fo
acquire, develop, maintain and opsrate sewage disposal systems within the
confines of their districts excapt operation of same within a municipal area
having authority fo provide sewer services must be with municipal consent; and

WHEREAS, KRS 74.407 provides that water district commissioners shall .

have all of the powears and authority as regards sewer systems that are
confarred upon them for the purpose of furnishing a water supply under KRS
74.010 t0 74.415; and

WHEREAS, the fiscal court of Grant County is of the opinion that the
Grant County Sanitary Sewer District should be operated by and in conjunction
with Bullock Pen Watar District;

NOW, THEREFORE, the fiscal court of Grant County enacts this

ordinance which shall be known and may be cited as the "Grant County
Sanitary Sewer District Ordinance”.

SECTION II:



There is hereby created the Grant County Sanitary Sewer District
pursuant to KRS 67.715 (2), 67.083 (Stzle(r ) and the applicable provisions of
KRS Chapter 74, which shall serve in interest of public safety, hsalth and
g@lfag within unincorporated areas of the temitorial boundanes of Grant

ounty;

The Grant County Sanitary Sewer District shall devalop, implament, and

- maintain local sanitary sewer management for Grant County in accordance with

the provisions of KRS Chapter 74, applicable administrative regulations

promulgated by the Commonwealth of Kentucky, and the resolutions, orders or
ordinances of the fiscal court of Grant County.

The Grant County Sanitary Sewer District shall be an organizational unit
of county government attached to the Office of County Judge/Executive and
shall have primary jurisdiction, responsibility, and authority for all matiers
perisining to the managesment and operation of a sanitary sewer district within
Grant County,

SECTION 1.

The Grant County Sanitary Sewer District shall be managed by Bullock
Pen Water District pursuant to the applicable provisions of KRS Chapter 74,
applicable administrative regulations of the Commonwesaith of Kentucky and
applicable orders or ordinances of the Grant County Fiscal Court.

SECTICN IV
The Grant County Sanitary Sewer District created hereby shall ba a
political subdivision of the County of Grant but same shall not bs a special

taxing district. The Grant County Sanitary Sewer District may make charges for
service and land assessments for capital improvements.

SECTION V

The provisions of this ordinance are severable and if any provisions shall
be held invalid or unconstitutional or inapplicable to any person or
circumstance, such invalidity, unconstitutionality, or inapplicability shall not
affect or impair the remaining provisions of this ordinance. This ordinance shall
be in full force and effect from and after its approval, adoption and publication,
.and all ordinances or parts of ordinancas in conflict herswith are hersby
repealed and held for naught.



& L
} Approvad on first reading and ordered published on the __ 16th day of
i Septsmber, 2002,

Approved on second reading on the O7th _ day of October, 2002.

rant County Fiscat Court

e

% By:
Judge/Execulive <~

ATTEST:

é\erk, %rant County Fiscal éourt






ASSISTANCE AGREEMENT
BETWEEN
KENTUCKY RURAL WATER FINANCE CORPORATION
AND
CITY OF CRITTENDEN, KENTUCKY

DATED SEPTEMBER 25, 2002

This document was prepared by:

RUBIN & HAYS
Kentucky Home Trust-Building
450 South Third Street
Louisville, Kentucky 40202
(502) 569-7525




Section
Section
Section
Section
Section
Section
Section
Section
Section
Section 10
Section 11
Section 12
Section 13
Section 14
Section 15

OO0~ Ty e B W R e

Section 16
Section 17
Section 18
Section 19
Section 20
Section 21
Section 22
Section 23
Section 24

INDEX TO ASSISTANCE AGREEMENT

DEFIMELIONS t.vvevervieerreaeieiereietresanar e e saesensasaesseseensanereneseassanestesnsesssesessanseserarsesses 2
Reaffirmation of Declaration of Sanitary Sewer SYSterm ......ccoceervevvirvereeenvcererverens 7
Authorization of Obligations; Place of Payment; Manner of Execution ............... 7
RedEMPUION ..ooviiiieiciceete ettt s re et e ba s sa e s b e et e sn e aesnenenes 8
FLOW Of FUIAS .oeiviereiiieeie ettt sie s e sseeseestesaestases st ssansseseseaseassesssansrecoss 9
Disposition of Proceeds of the Obligations; Governmental Agency Account ..... 10
ATbitrage LImitations ....eveecceevreermsremresesinessasrersseestsetaestessaseesaenessessanessassessnsessess 11
Parity BOMAS ..coveeieerieeniiceesrieeniniee st ee st rsec st sesene s e sasae et e sesnasbesessueesesnnssnes 12
Rates and Charges for Services of the SYSTEm ...cccvvvivernmieermnieriirerneerevceaceneans 14
All Obligations of this Issue Are EQUal ....cc.ecvviinirnninniiniccencnisseseececeene 15
Defeasance and/or Refunding of Obligations ........ccveceevemiectenrenernneesensesssanseecs 15
Contractual Nature of Assistance Agreement ......coccoveveerrecivereneesreerrereeseeseeres 16
Appointment and Duties of Bond Registrar and Paying Agent .........cccoccivrevenne 16
Provisions in Conflict REPEAIEd ......c.cevvrrevevmremineseiiienee e setreessreesseseeseesnsaness 17
Covenant of Governmental Agency to Take All Action Necessary

to Assure Compliance with the Internal Revenue Code of 1986 .........ccoeueeucuee. 17
INSUTANICE ..eecurrererirreerrnsersneestestesseesstessaesiesesassentesumssssontssssssesssessensasssssesressssnsness 18
Event of Default; REMEdIes ...ovevevierirvieiriiienrcninte st 19
ADNNUAL REPOTLS eoeeeriveerieieereniesneetesreoueseessnaesteesnesessesnesssesesssearssesanesesassseansassess 19
Supplemental Assistance AZrECmMENt .......oevvvverirrriniiriiisetesriicsieeseesssersassessess 19
NO Remedy EXCIUSIVE 1.iicveerriierriinierecieeensieeesisncnrssessiessecnsessesstressssnessesssesmaissssns 20
WEIVELS 1eveiiirirerersintnsrirsssesnseessrasteenesseranssnssesessnessessensessessosnasescasesseesessesstrossons 20
Agreement to Pay Attorney's Fees and EXPEnses ....occcocconvcnnnnenrinccneicnensveneens 20
Signatures OFf OfFICEIS ...iiiviecriercreereeeerreertrnesrrsreriecessseessesssesssesssesssnssserssserensases 20
SEVETaADIILY CIAUSE .vcvreeervereerieerrereessesseeseresieseneneseestinsensesasssssssssrsrvsnsssssnssssrasnssns 21



ASSISTANCE AGREEMENT

This Assistance Agreement made and entered into as of the 25th day of September, 2002 (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 City of Crittenden, 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 issued its Kentucky Rural Water Finance
Corporation Multimodal Public Projects Revenue Bonds (Flexible Term Program), Series 2001,
dated April 4, 2001, in the aggregate principal amount of $46,000,000 (the "Series 2001 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, pursuant to the Indenture, the Issuer has authorized the issuance of the Kentucky
Rural Water Finance Corporation Public Projects Revenue Bonds (Flexible Term Program), Series
2001D, in the aggregate principal amount of $2,830,000 (the "Series 2001D Bonds") pursuant to
Supplemental Trust Indenture No. 5, dated as of September 25, 2002 by and between the Issuer and
the Trustee (the "Series 2001D Indenture"), which Series 2001D Bonds will rank on a parity with
the Series 2001 Bonds and the proceeds of which will be used by certain Governmental Agencies
to acquire, construct and equip public projects described in various Assistance Agreements by and
between the Governmental Agencies and the Issuer; and

WHEREAS, the Issuer has previously remarketed, reissued and delivered $5,315,000 of the
Series 2001 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance
Corporation Multimodal Public Projects Revenue Bonds (Flexible Term Program), Series 2001A
(the "Series 2001 A Bonds") pursuant to Supplemental Trust Indenture No. 1, dated as of June 27,
2001 by and between the Issuer and the Trustee (the "Series 2001 A Indenture"); and

WHEREAS, the Issuer has previously remarketed, reissued and delivered $1,005,000 of the
Series 2001 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance
Corporation Multimodal Public Projects Revenue Bonds (Flexible Term Program), Series 2001B
(the "Series 2001B Bonds") pursuant to Supplemental Trust Indenture No. 2, dated as of December
19, 2001 by and between the Issuer and the Trustee (the "Series 2001B Indenture"); and

WHEREAS, the Issuer has previously remarketed, reissued and delivered $715,000 of the
Series 2001 Bonds in a Fixed Rate Mode to be known as Kentucky Rural Water Finance
Corporation Multimodal Public Projects Revenue Bonds (Flexible Term Program), Series 2001C
(the "Series 2001C Bonds") pursuant to Supplemental Trust Indenture No. 3, dated as of May 15,
2002 by and between the Issuer and the Trustee (the "Series 2001C Indenture"); and

WHEREAS, the Issuer has previously issued and delivered $1,640,000 of Kentucky Rural
Water Finance Corporation Public Projects Refunding Revenue Bonds (Flexible Term Program),



Series 2002 (the "Series 2002 Bonds"), which rank on a parity with the Series 2001 Bonds, pursuant
to Supplemental Trust Indenture No. 4, dated as of July 15, 2002 by and between the Issuer and the

Trustee (the "Series 2002 Indenture"); and

WHEREAS, the Governmental Agency has determined that it is necessary and desirable and
in the public interest to finance improvements to the Governmental Agency's sanitary sewer system
(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 Agreement the Governmental Agency will proceed
with the Project; and

WHEREAS, the Governmental Agency, presently owns and operates the sanitary sewer
system (the "System") of said Governmental Agency; 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 $1,566,000 [the "Obligations"], for the purpose of providing funds 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 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;

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:
2



Section 1. Definitions. As used in this Assistance Agreement, unless the context requires
otherwise:

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

"Assistance Agreement" refers to this Assistance Agreement authorizing the Loan and the
Obligations.

"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.

"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, any Prior Bonds and any additional Parity Bonds.

"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 arhended, 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.

 "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 Reserve Fund, the Operation and
Maintenance Fund and the Governmental Agency Account.

"Governing Body" means the City Council of the Governmental Agency or such other body
as shall be the governing body of said Governmental Agency under the laws of Kentucky at any

given time.
"Governmental Agency" refers to the City of Crittenden, Kentucky.

3



"Governmental Agency Chief Executive" refers to the Mayor of the Governmental Agency.
"Governmental Agency Clerk" refers to the City Clerk of the Governmental Agency.

"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 January 1, 2003
and continuing through and including January 1, 2023 or until the Loan has been paid in full.

"Issuer" refers to the Kentucky Rural Water Finance Corporation.

"KIA" refers to the Kentucky Infrastructure Authority, a body corporate and politic and an
agency of the Commonwealth of Kentucky.

"KI4 Loan" refers to the City's outstanding Kentucky Infrastructure Authority Loan.

"Obligations" refers to the Loan authorized by this Assistance Agreement in the principal
amount of $1,566,000.

"Operation and Maintenance Fund' refers to the " City of Crittenden, Kentucky Sanitary
Sewer Operation and Maintenance Fund " which will be maintained for the benefit of the System.

"Qutstanding Bonds" refers collectively to any 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:

(1)  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, 1nclud1ng
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:

Federal Home Loan Bank System, Export-Import Bank of the United States, Federal

4



)

(4)

)

(6)

(7

®)
©)

(10)

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;

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 the Bonds by each Rating Agency then rating the Bonds or (b) which are fully
insured by the Federal Deposit Insurance Corporation or (¢) 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;

(ii) The management company of the investment company shall have been

5



in operation for at least five (5) years; and

(iii) 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 to the Prior Bond Legislation.
"Prior Bonds" refers to any bonds issued prior to the Obligations.

"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.

"Project" refers to financing the renovation and construction of a sewage treatment plant
with appurtenances, with the proceeds of the Obligations.
pp p

"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.

"Reserve Fund" refers to the City of Crittenden, Kentucky Sanitary Sewer Debt Service
Reserve Fund, which will be maintained for the benefit of all of the Bonds.

"Revenue Fund' refers to the City of Crittenden, Kentucky Sanitary Sewer Revenue Fund
which will be maintained for the benefit of all of the Bonds.

"Sinking Fund" refers to the City of Crittenden, Kentucky Sanitary Sewer Revenue Bond
Sinking Fund, which will be maintained for the benefit of all of the Bonds.

"System" refers to the Governmental Agency's sanitary sewer 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 Sanitary Sewer 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 sanitary sewer system are hereby in all respects ratified and
confirmed; and so long as any of the obligations hereinafter authorized or permitted to be issued
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 Governmental Agency hereby authorizes the
borrowing of $1,566,000 from the Program, for the purpose of providing funds for the Project. Said
Obligations shall mature on each January 1 beginning January 1, 2004 and continuing thereafter
through and until January 1, 2023, in such principal amounts, and shall bear interest payable on the
Interest Payment Dates, commencing January 1, 2003 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 January
1, 2003 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:

(1)  An amount equal to one-sixth (1/6) of the interest becoming due on the Obligations
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].



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
investments making up the Program Reserve Fund until such Reserve Withdrawal has been

replenished.

Section 4. Redemption. (a) Optional Redemption. Subject to the prior written approval
of the Compliance Group, Obligations maturing on or after January 1, 2014, 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, 2013, 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, 2013 through December 31, 2013 101.0%
January 1, 2014 through December 31, 2014 ” 100.5%
January 1, 2015 and thereafter 100.0%

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. Flow of Funds. Thé 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
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
be used, disbursed and applied by the Governmental Agency only for the purpose and in the manner
and order of priorities specified in 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 the 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
Qutstanding Bonds, including the Obligations, a sum equal to the total of the following:

(1)  Anamount 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.

C.  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.

D. 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 any 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, 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.



Section 6. Disposition of Proceeds of the Obligations; 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:

(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 "City
of Crittenden, Kentucky 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.
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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 from Federal income taxation, upon orders of the Governing Body, be transferred to the
Sinking Fund, to be used for the purposes thereof.

Section 7. 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:

(a) 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 any 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 (1) above.

On the basis of information furnished to the Governmental Agency, on known facts,
circumstances and reasonable expectations on the date of enactment 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.

(b)  Thatitis 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
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anticipated on the date of issuance of the Obligations, would have caused the
Obligations to be arbitrage bonds.

(©) 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.

(d)  Thatitis 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.

e That amounts accumulated in the Sinking Fund shall not exceed the limitations set
forth in this Assistance Agreement.

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 8. 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 fr the
income and revenues of the System, shall, ‘except as set out herein, be subject to
Prior Bonds and the Obligations as may from time to time be ‘outstandir
Governmental Agency has in said Prior Bond Leg1slat1on reserved the rlght 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 panty:hen?on‘ vand ratably payable from, the revenues of the System pledged to the Prior Bonds:

(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.
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(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.

(¢) The annual net revenues (defined as gross revenues less essential operation and
maintenance 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 equal at least 120% of the average annual debt service
requirements for principal of and interest on all outstanding Bonds payable from the revenues of the
System, 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
Parity Bonds to be issued shall, regardless of whether such 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, within 12 months of the
completion of the Project, 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 Rural Development or its successor [the "RD"] for the issuance of future
bonds encumbering the System while the RD 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 refléct the annual debt service

requirements of the additional Parity Bonds; and ;

(2) Adjust the minimum annual amount to be deposited monthly into the Sinking Fund on
the same basis as that prescmbed in the provisions establishing such Sinking 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
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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 Obhgatlons 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 average annual debt service requirements applicable to the then outstandmg 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 9. 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 deprecia‘cion thereof, and the amounts
necessary for the retirement of the outstandmg Bonds and the accruing interest on all such Bonds
as may be outstandmg 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 essential operation and maintenance 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 requ1rements 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 8 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
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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 8 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 10. All Obligations of this Issue Are Equal. The Obligations authorized and
permitted to be issued hereunder, 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 11. 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.

Section 12. 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
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defective or inconsistent provisions contained herein or in any ordinance or other proceedings
pertaining hereto.

Section 13. Appointment and Duties of Bond Registrar and Paying Agent. The Trustee
is hereby designated as the bond registrar and paying agent with respect to the Obligations.

Its 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;

(4)  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 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 14. 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.
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Section 15. 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 hereby certifies that it does not reasonably expect to issue bonds
or other obligations considered under the Code to be "tax-exempt obligations” in the aggregate
principal amount in excess of $5,000,000 during the calendar year in which the Obligations are
being issued, and has irrevocably allocated that portion of its $5,000,000 small issuer exemption
equal to the principal amount of the Obligations, and for that reason the Governmental Agency has
been advised by Bond Counsel that pursuant to Section 148(£)(4)(C) of the Code, neither the debt
service fund nor any other fund or account established under the provisions of this Assistance
Agreement is subject to the "rebate requirements" on excess earnings in favor of the United States
of America imposed by the Code. The Governmental Agency covenants and agrees that in the event
it is subsequently determined, upon advice of nationally recognized bond counsel, that any fund or
account established under this Assistance Agreement, are subject to said rebate requirements and
do, 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 Obligations, plus any income
attributable to such excess, it shall rebate to the United States of America any such excess generated
from such investments and remit such excess to the United States of America on or before five (5)
years from the date ofissuance of the Obligations, and once every five years thereafter until the final
retirement of the Obligations; 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
Obligations are deposited with the Paying Agent or any escrow agent.

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
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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 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 16. 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 liabilityinsurance relatmg 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.
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Section 17. Event of Default; Remedies. The following items shall constitute an "Event
of Default" on the part of the Governmental Agency:

(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 18. 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
June 30, 2002) 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 (June 30).

Section 19. 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:
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(a) to cure any ambiguity or formal defect or omission in this Assistance Agreement;

(b)  to subject to the lien and pledge of this Assistance Agreement additional revenues,
properties, or collateral which may legally be subjected;

(c) 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 20. No Remedy Exclusive. No remedy herein conferred upon or reserved 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 expedient. :

Section 21. Waivers. In the event that any agreement contained herein should be breached
by either party and thereafter waived by the other party, such waiver will be limited to the particular
breach so waived and will not be deemed to waive any other breach hereunder.

Section 22. 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 23. 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.
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Section 24. 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.

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 City Clerk and
the City of Crittenden, Kentucky 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
President
Attest:
Secretary/Treasurer
CITY OF CRITTENDEN, KENTUCKY
By.
Mayor
Attest:
City Clerk
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Section 24. 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.

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 City Clerk and
the City of Crittenden, Kentucky 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

< /§ecretary/Treasurer
CITY OF CRITTENDEN, KENTUCKY

By

Mayor

Attest:

City Clerk
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Section 24. 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.

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 City Clerk and
the City of Crittenden, Kentucky 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
CITY OF CRITTENDEN, KENTUCKY
B ; Q@ ) Q}?\&—-
i Mayor
Attest;

P

/2—9)(-’\/)/\
YOGty Clerk (|
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ISSUER ACKNOWLEDGMENT

COMMONWEALTH OF KENTUCKY

COUNTY OF WARREN

The foregoing instrument was acknowledged before me this _____ day of September, 2002
by Bob McGlothlin who is the President of the Kentucky Rural Water Finance Corporation, on

behalf of said Corporation.
WITNESS my hand this day of September, 2002.

My Commission expires:

Notary Public, in and for said County and State

COMMONWEALTH OF KENTUCKY

COUNTY OF WARREN

The foregoing instrument was acknowledged before me this ;ﬁ{ day of September, 2002
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 ‘_‘I: day of September, 2002.

My Commission expires: __ [~ [|- b

Notary Public, in and for said County and State
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ISSUER ACKNOWLEDGMENT

COMMONWEALTH OF KENTUCKY

COUNTY OF WARREN

The foregoing instrument was acknowledged before me this 5_24__ day of September, 2002
by Bob McGlothlin who is the President of the Kentucky Rural Water Finance Corporation, on

behalf of said Corporation.
WITNESS my hand this Ej:_ %Elay of September, 2002.

My Commission expires: Opju,@, / [/,, 2085

Notary Public, in ghd for said County and Stafe

COMMONWEALTH OF KENTUCKY

COUNTY OF WARREN

The foregoing instrument was acknowledged before me this ____ day of September, 2002
by Gary Larimore who is the Secretary/Treasurer of the Kentucky Rural Water Finance Corporation,

on behalf of said Corporation.

WITNESS my hand this _____day of September, 2002.

My Commission expires:

Notary Public, in and for said County and State
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GOVERNMENTAL AGENCY ACKNOWLEDGMENT

COMMONWEALTH OF KENTUCKY

COUNTY OF GRANT

The foregoing instrument was acknowledged before me thisgé_ day of September, 2002
by Martha A. Hicks and Peggy A. Thompson who are the Mayor and City Clerk of the City of

Crittenden, Kentucky, on behalf of said City.

WITNESS my hand this ). 2 day of September, 2002.

P

My Commission expires: (5 ~ ,7'2'6 -0 /SL

o2 C Tl

/ Notary Public, firand fm%id County and State |
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EXHIBIT A

Debt Service Schedule
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LEASE FINANCE AGREEMENT

This Lease Finance Agreement ("Lease"), made and entered into as of this 1st day of
December, 2012, by and between THE BANK OF KENTUCKY, INC., a Kentucky banking
corporation organized and existing under the laws of the Commonwealth of Kentucky
("Lessor"), and the GRANT COUNTY SANITARY SEWER DISTRICT, a sanitary sewer
district and political subdivision of the Commonwealth of Kentucky, organized and existing
under and by virtue of the laws of the Commonwealth of Kentucky (the "Lessee").

WITNESSETH:

WHEREAS, the purpose of this Lease is to provide refinancing of a certain Assistance
Agreement dated as of September 25, 2002 between the Kentucky Municipal Finance
Corporation and the City of Crittenden, Kentucky (the "City"), as assumed by the Lessee (the
"Prior Obligations"), issued to finance renovations to a sewage treatment plant now comprising
part of the Lessee’s sanitary sewer system (the "System") of the Lessee, all of which is located
within the boundaries of the Lessee and is more specifically identified in Exhibit A hereto (the
"Leased Facilities"); and

WHEREAS, in conjunction with the refinancing of the Prior Obligations, the Lessor
wishes to lease to the Lessee, and the Lessee wishes to lease from Lessor, such Leased Facilities,
subject to the terms and conditions set forth in this Lease; and

WHEREAS, the Lessee has heretofore obtained the approval of the Public Service
Commission of the Commonwealth of Kentucky (the "PSC") for the refinancing of the Leased
Facilities; and

WHEREAS, pursuant to the resolution adopted by the Lessee on October 18, 2012, (the
"Resolution"), Lessor and Lessee intend that the Lessee may issue obligations ranking on a
parity with this Lease subject to, and in accordance with, the provisions of this Lease;

NOW THEREFORE, in consideration of the rent to be paid hereunder and the covenants
and agreements contained herein, it is agreed by and between the parties as follows:

SECTION 1. Certain Defined Terms and References. (a) In addition to the terms defined
elsewhere in this Lease, the following terms have the meanings given below unless the context
clearly requires otherwise:

"Additional Rent" means the payments required to be made pursuant to Section 7 in
addition to the Base Rent.

"Authorized Officer," when used:

(1) With respect to Lessee, means the Board of
Commissioners of the Lessee or any officer of Lessee who is
designated in writing by the Lessee as an Authorized Officer for
the purposes of this Lease.



(i)  With respect to Lessor, means any officer of Lessor
who is designated in writing by the Lessor's Board of Directors as
an Authorized Officer for purposes of this Lease.

"Board of Commissioners" means the Board of Commissioners of the Lessee.

"Closing Date" means the date on which the Lease is executed and delivered by the
Lessor and the Lessee.

"Cost of Issuance Fund" means the Cost of Issuance Fund established pursuant to Section
4 of this Lease.

"Event of Default" means any Event of Default described in Section 21.
"Final Maturity Date" means December 1, 2022.

"Independent Counsel” means any attorney or attorneys duly admitted to practice law
before the highest court of any state and not an officer or full time employee of Lessor or Lessee
and who is not reasonably objected to by the Purchaser.

"Lease" means this Lease Finance Agreement, as the same may be amended or
supplemented from time to time.

"Lease Payment Account” means the Iease Payment Account to receive Lease Payments.

"Lease Payment Date" means January 1, 2013, and the first day of each month thereafter,
through and including December 1, 2022.

"Lease Payments" means the sum of the Base Rent and Additional Rent due at or during
a stated time.

"Lease Term" means, the term of the Lease, commencing on the date of execution of the
Lease through and including the earlier of the date the Lessee exercises its option to purchase or
the end of the Final Maturity Date.

"Leased Facilities" means the facilities described in Exhibit A and any replacements or
additions thereto permitted under the provisions of Section 13 hereof.

"Lessee" or "District” means the Grant County Sanitary Sewer District, a sanitary sewer
district and political subdivision of the Commonwealth of Kentucky.

"Lessor" means The Bank of Kentucky, Inc., and any successor.
"Permitted Investments" means:

(a) Obligations of the United States and of its agencies and instrumentalities,
including obligations subject to repurchase agreements, if delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian. These
investments may be accomplished through repurchase agreements reached with sources
including, but not limited to, national or state banks chartered in Kentucky;



(b) Obligations and contracts for future delivery or purchase of obligations backed by
the full faith and credit of the United States or a United States governmental agency, including
but not limited to:

United States Treasury;

Export-Import Bank of the United States;
Farmers Home Administration;

Government National Mortgage Corporation; and
Merchant Marine bonds;

nhk o=

(c) Obligations of any corporation of the United States government, including but not
limited to:

Federal National Mortgage Association; and
Tennessee Valley Authority;

1. Federal Home Loan Mortgage Corporation;
2. Federal Farm Credit Banks;

3. Bank for Cooperatives;

4. Federal Intermediate Credit Banks;

5. Federal Land Banks;

6. Federal Home Loan Banks;

7.

8.

(d) Certificates of deposit issued by or other interest-bearing accounts of any bank or
savings and loan institution which are insured by the Federal Deposit Insurance Corporation or
similar entity or which are collateralized, to the extent uninsured, by any obligations permitted
by KRS 41.240(d);

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan
institutions rated in one (1) of the three (3) highest categories by a nationally recognized rating
agency;

® Bankers' acceptances for banks rated in one (1) of the three (3) highest categories
by a nationally recognized rating agency;

(g) Commercial paper rated in the highest category by a nationally recognized rating
agency;

(h) Bonds or certificates of indebtedness of this state and of its agencies and
instrumentalities;

(1) Securities issued by a state or local government, or any instrumentality of agency
thereof, in the United States, and rated in one (1) of the three highest categories by a nationally
recognized rating agency; and

)] Shares of mutual funds, each of which shall have the following characteristics;
1. The mutual fund shall be an open-end diversified investment company
registered under the Federal Investment Company Act of 1940, as
amended;



2. The management company of the investment company shall have been in
operation for at least five (5) years; and

3. All of the securities in the mutual fund shall be eligible investments as
used in this definition.

"Prior Obligations" means the Assistance Agreement dated as of September 25, 2002
between the Kentucky Rural Water Finance Corporation and the City of Crittenden, Kentucky,
as assumed by the District.

"Purchase Price" means, as of any Purchase Price Date, the amount set forth in Exhibit C,
which Lessee may pay to Lessor to purchase the Leased Facilities.

"Purchase Price Date" means the applicable date referred to in Exhibit C on which Lessee
may purchase the Leased Facilities by payment of the applicable Purchase Price to Lessor.

"Redemption Fund" means the Redemption Fund established pursuant to Section 4 of this
Lease.

"Resolution" means the resolution of the Lessee adopted on October 18, 2012 authorizing
the execution and delivery of the Lease.

"Special Counsel" means Peck, Shaffer & Williams, Covington, Kentucky.
"State" means the Commonwealth of Kentucky.
"System" means the Lessee's sanitary sewer system.

(b) References to sections or exhibits, unless otherwise indicated, are to sections of or
exhibits to this Lease.

SECTION 2. Assignment of Warranties. LESSOR MAKES NO WARRANTY OR
REPRESENTATION AS TO THE TITLE, VALUE, DESIGN, CONDITION, FITNESS FOR
PARTICULAR PURPOSE OR USE WITH RESPECT TO THE LEASED FACILITIES and the
Lessor assigns to Lessee during the Lease Term, all warranties, including contractors' warranties,
if any, express or implied with respect to the Leased Facilities. That assignment shall include an
authorization to Lessee to obtain the customary services furnished in connection with those
warranties, at Lessee's expense.

Unless and only to the extent otherwise expressly provided in this Lease, this Lease shall
not modify, affect or supersede the respective liabilities, obligations, rights, duties and
responsibilities of the Lessee under any contracts it may have with respect to the construction,
reconstruction, or repair of the Leased Facilities.

SECTION 3. Lease of Leased Facilities. Lessee hereby demises, leases and lets to Lessor,
and Lessor rents, leases and hires from Lessee, the Leased Facilities for the Lease Term. Lessor
hereby demises, leases and lets back to Lessee, and Lessee rents, leases and hires back from
Lessor, the Leased Facilities in accordance with the provisions of this Lease, to have and to hold
for the Lease Term. All leasehold rights granted to Lessee by Lessor under this Lease shall vest
in Lessee, without any further action on the part of Lessor.




SECTION 4. Disbursements of Proceeds of Lease. There are hereby established two
funds to be held by the Lessor and designated "Grant County Sanitary Sewer District -
Redemption Fund" (the "Redemption Fund") and "Grant County Sanitary Sewer District - Cost
of Issuance Fund" (the "Cost of Issuance Fund"). Upon execution and delivery of this Lease,
there shall be deposited to the Redemption Fund from the proceeds of this Lease, an amount
equal to § , Which amount shall immediately be transferred to the Kentucky Rural
Water Finance Corporation and applied to the retirement in full of the Prior Obligations on
December 1, 2012. The Lessor is hereby authorized and directed to disburse the moneys in the
Redemption Fund for payment of the Prior Obligations: '

The remaining Lease proceeds shall be deposited to the Cost of Issuance Fund hereby
created and shall be disbursed to pay fees and expenses incurred in connection with the
execution, delivery and issuance of the Lease, including, without limitation, the fees and
expenses of the Lessor, the Paying Agent, the Lessee, Lessee's counsel and Special Counsel, all
administrative accounting, legal charges and expenses, and all recording, filing, title examination
or insurance, surety bond and other fees. The Lessor is hereby authorized and directed to
disburse such sum to Peck, Shaffer & Williams upon receipt of a statement from such firm
addressed to the Lessee requesting payment for services rendered in connection with the Lease.

SECTION 5. Acceptance of Leased Facilities. The Lessee acknowledges its acceptance
of the Leased Facilities in good condition.

SECTION 6. Term. The term of this Lease shall commence on the date of execution of
this Lease and will terminate on December 1, 2022, unless sooner terminated in accordance with
the provisions hereof.

SECTION 7. Rent and Security. (a) Lessee agrees to pay to Lessor during the Lease
Term the Lease Payments, including the interest components thereof, equal to the amounts
provided below in this Section. The Lease Payments during the Lease Term will be absolute and
unconditional in all events and will not be subject to any set-off, defense, counterclaim or
recoupment for any reason whatsoever, including destruction of the Leased Facilities.

(b) Lessee agrees to pay as Base Rent directly to the Lessor the following amounts:

@) Lessee agrees to pay the Base Rent specified in
Exhibit B. Each payment shall be applied first to payment of the
interest component of the respective Base Rent; provided,
however, Lessee may make advance payments of principal
components of Base Rent, provided that the Lessee is not in arrears
with respect to any payment due hereunder.

() Lessee agrees to pay to the Lessor the following amounts as Additional Rent:

1) Lessee represents that no charges or taxes (local,
State or federal) are currently imposed on the ownership, leasing,
rental, sale, purchase, possession or use of the Leased Facilities,
exclusive of taxes on or measured by Lessor's income, and
acknowledges that no provision has been made for the inclusion of
any such charges or taxes in the Base Rent. If during the Lease



Term, the ownership, leasing, rental, sale, purchase, possession or
use of the Leased Facilities shall result in the imposition on Lessor
of any charges or taxes (local, State or federal), exclusive of taxes
on or measured by Lessor's income, Lessee shall promptly pay to
Lessor, upon receipt from Lessor of a statement therefor, as
Additional Rent an amount equal to those charges and taxes
imposed on Lessor.

(i)  Lessee will pay to Lessor as Additional Rent all
reasonable costs and expenses incurred or to be paid by the Lessor
under the Lease, including the Lessor's reasonable fees and
expenses, the Lessor's out-of-pocket expenses, and the Lessor's
attorney fees incurred during the term of the Lease which were not
part of the original cost of the Lease.

(d) If Lessee shall not make payment of all or any part of that Additional Rent, the
Lessor shall have the right, but shall not be obligated, to pay or advance the amount of such
Additional Rent. If the Lessor pays any portion of such Additional Rent, Lessee shall pay Lessor
no later than the next Lease Payment Date an amount equal to the sum of such Additional Rent
and the costs incurred by Lessor in making such payment or advance, including the amount
Lessor would have earmned from investment of the amount paid or advanced before repayment
thereof as determined by the Prime Rate, as announced in The Wall Street Journal, plus 1%.
Lessor shall notify Lessee in writing of the costs incurred in any case of its paying or advancing
such Additional Rent.

(e) Lease Payments shall be payable from the revenues of the System and there are
hereby pledged to the payment of Lease Payments in accordance with the Resolution the
revenues of the System. The Lessee covenants to apply the revenues of the System in accordance
with the provisions of the Resolution.

H Lessee hereby grants Lessor a statutory mortgage lien on the Leased Facilities in
accordance with Section 14 of the Resolution.

(2) Lease Payments shall be payable at the principal office of the Lessor or at such
other place as may be designated in writing by the Lessor.

SECTION 8. Actions Relating to Tax Exemption of Interest Components. (a) Lessor and
Lessee each covenant that it will restrict the use of moneys realized under this Lease or otherwise
in connection with the refinancing of the Leased Facilities in such manner and to such extent, if
any, as may be necessary, after taking into account reasonable expectations at the time of
entering into this Lease, so that there will not exist at any time any obligation in connection with
this Lease or the Leased Facilities that constitutes an obligation the interest on which is
includible in gross income for federal income tax purposes or an "arbitrage bond" under § 148 of
the Internal Revenue Code of 1986, as amended (the "Code"), and the regulations prescribed
under that Section and any subsequent amendments or modifications thereto. Any officer of the
Lessor or Lessee having responsibility with respect to the execution and delivery of this Lease
shall, alone or in conjunction with any other officer, employee or agent of or consultant to the
Lessor or Lessee, give an appropriate certificate of the Lessor or Lessee pursuant to §§ 103 and




148 of the Code and those regulations, setting forth the reasonable expectations of the Lessor or
Lessee on the date of entering into this Lease regarding this Lease and the use of those moneys.

(b) Lessee represents and covenants that it will not use the Leased Facilities, or
permit the Leased Facilities to be used, in such a manner as would result in the exclusion from
gross income for federal income tax purposes of the component of the Base Rent designated as
interest on Exhibit B afforded under § 103(a) of the Code.

(c) The Lessee will keep accurate accounts of the investment earnings on nonpurpose
investments and will timely rebate to the United States (a) the excess of the aggregate amount
earned on all nonpurpose investments over the amount which would have been earned if all
nonpurpose investments were invested at a rate equal to the yield on the Certificates and (b) any
income attributable to such excess.

(d) The Lessor and Lessee each covenant to take all action required to maintain
exclusion from gross income for federal income tax purposes afforded under § 103(a) of the
Code, of the Base Rent designated as the Interest Component on Exhibit B hereto.

SECTION 9. Authority and Authorization. Lessee represents, covenants and warrants,
and will deliver to Lessor an opinion of its counsel to the effect that: (i) the Lessee is a sanitary
sewer district and political subdivision of the State, duly organized and validly existing under
and by virtue of the laws of the State; (ii) the execution, delivery and performance by the Lessee
of this Lease have been duly authorized by all necessary action on the part of the Lessee,
including the Board of Commissioners; and (iii) this Lease constitutes a legal, valid and binding
obligation of the Lessee enforceable in accordance with its terms. Lessee agrees and warrants
that: (i) it will do or cause to be done all things necessary to preserve and keep the Lease in full
force and effect; (ii) it has complied with all requirements applicable to it, and has taken all steps
for approval and adoption of this Lease as a valid obligation on its part; and (iii) it possesses all
easements, rights-of-way and use agreements necessary for the use and operation of the Leased
Facilities.

SECTION 10. Title. (a) Title to the Leased Facilities during the Lease Term shall remain
in the Lessee subject to the security interest granted to the Lessor hereunder. Lessor and Lessee
agree that this Lease or any other appropriate documents may be filed or recorded to evidence
the parties' respective interests in the Leased Facilities and the Lease.

(b) The Leased Facilities shall become the property of Lessee and title thereto free
and clear of the security interest herein granted shall vest in the Lessee without cost upon (i)
Lessee's exercise of the purchase option granted in Section 18 hereof, (ii) defeasance of this
Lease pursuant to Section 22 hereof or (iii) the complete payment and performance by Lessee of
all of its obligations during the Lease Term. In any of such cases, Lessor agrees to execute such
instruments and do such things as Lessee reasonably requests in order to effectuate transfer of
any and all of Lessor's right, title and interest in the Leased Facilities and to release the security
interest granted to Lessor hereunder. It is hereby acknowledged by Lessor and Lessee that Lessee
intends to purchase the Leased Facilities on the terms set forth in this Lease.

SECTION 11. Real Property. The Leased Facilities are and will remain real property and
not personal property.



SECTION 12. Use; Maintenance and Repair; Indemnification. (a) Lessee will: (i) use the
Leased Facilities in a careful manner for the use contemplated by this Lease and the Kentucky
Revised Statutes with respect to facilities of this type; (ii) comply with all laws, insurance
policies and regulations relating to the use, maintenance and operation of the Leased Facilities;
and (iii) pay all costs, claims, damages, fees and charges arising out of its possession, use or
maintenance of the Leased Facilities.

(b) Lessee, at its expense, will: (i) keep the Leased Facilities in good repair and
furnish all parts, mechanisms and devices required therefor, and (ii) obtain and maintain any
governmental licenses and permits required for ownership and operation of the Leased Facilities.

(c) Lessee will repair and maintain, or by contract provide for the proper repair and
maintenance of, the Leased Facilities in accordance with this Section 12 during the Lease Term.

(d) Lessor agrees that during the Lease Term, unless there is an Event of Default, it
will not impair the Lessee's abilities to operate or maintain the Leased Facilities in sound
operating condition so that the Leased Facilities will be able to carry out its intended functions.

(e) Lessee releases Lessor from, agrees that it shall not be liable for and, solely to the
extent permitted by law, indemnifies Lessor against causes of action, costs and expenses
(including, without limitation, reasonable attorneys' fees and expenses except as may be limited
by law or judicial order or decision entered in any action brought to recover moneys under this
Section) imposed upon, incurred by or asserted against Lessor on account of (a) ownership of
any interest in the Leased Facilities or any part thereof, (b) any accident, injury or death to
persons or damage to property occurring on or about the Leased Facilities or any part thereof or
the adjoining sidewalks, curbs, streets or ways, (c) any use, disuse or condition of the Leased
Facilities or any part thereof, or the adjoining sidewalks, curbs, streets or ways, (d) any failure on
the part of Lessee to perform or comply with any of the terms hereof or (e) the performance of
any labor or services or the furnishing of any materials or other property in respect of the Leased
Facilities or any part thereof. In case any action, suit or proceeding is brought against Lessor for
any such reason, Lessee, upon the request of Lessor, will at Lessee's expense, cause such action,
suit or proceeding to be resisted and defended by Independent Counsel.

Lessor agrees to indemnify and save harmless Lessee against and from any and all cost,
liability, expenses and claims arising from any breach or default on the part of Lessor in the
performance of any covenant or agreement on the part of Lessor to be performed pursuant to the
terms of this Lease, or arising from any act or negligence of or failure to act by Lessor, or any of
its agents, contractors, servants, employees, or licensees, and from and against all cost, liability
and expenses incurred in or in connection with any such claim or action or proceeding brought
thereon; and in case any action or proceeding be brought against Lessee by reason of any such
claim, Lessor upon notice from Lessee covenants to resist or defend such action (using counsel
acceptable to Lessee) or proceedings at Lessor's expense.

SECTION 13. Alterations. Lessee will not make any alterations, additions, substitutions
or replacements to the Leased Facilities which would have an adverse effect on either the nature
of the Leased Facilities or the functionality or value of the Leased Facilities. Subject to the
foregoing, the Lessee may make such alterations, additions, or improvements to the Leased
Facilities which may be readily removed without damage to the Leased Facilities, and each other
alteration, addition, improvement, substitution or replacement as the Lessee deems necessary,



provided, however, that any alterations, additions or improvements to the Leased Facilities
which may not be readily removed without damage to the Leased Facilities, and any
substitutions or replacements, shall be and be considered to constitute a part of the Leased
Facilities.

SECTION 14. Location; Inspection. Except for removal for repair or replacement, no part
of the Leased Facilities will be removed. Lessor will be entitled to enter upon the sites of the
Leased Facilities or elsewhere during reasonable business hours to inspect, or observe the use
and operation of the Leased Facilities.

SECTION 15. Liens and Encumbrances. Lessee and Lessor shall keep the Leased
Facilities free and clear of all liens and encumbrances except those created or permitted under
this Lease and the Resolution.

SECTION 16. Risk of Loss; Damage; Destruction. Lessee assumes all risk of loss or
damage to the Leased Facilities from any cause whatsoever. No loss of or damage to, or
appropriation by governmental authorities of, or defect in or unfitness or obsolescence of, the
Leased Facilities will relieve Lessee of the obligation under this Lease. Lessee will promptly
repair or replace any portions of Leased Facilities lost, destroyed, damaged or appropriated
necessary to maintain the Leased Facilities in sound operating condition so that at all times
during the Lease Term the Leased Facilities will be able to carry out their intended functions.
However, if the Leased Facilities shall be damaged or destroyed to such extent that they cannot
be reasonably restored with available insurance proceeds within a period of six months to the
condition thereof immediately preceding such damage or destruction, the Lessee shall provide
for defeasance of the Lease by providing for the payment of Base Rent sufficient to result in the
prepayment of this Lease in whole at a price equal to 100% of the outstanding principal balance,
plus interest accrued through the date the Lease is prepaid.

SECTION 17. Insurance. (a) Lessee during the term of this Lease shall maintain, with
any loss deductible commonly used by Lessee and prudent under the circumstances, casualty
insurance covering all parts of the Leased Facilities which are essential to the overall operation
of the Leased Facilities.

(b) Casualty insurance may be provided under blanket or similar coverage insuring
other facilities of the Lessee. Such insurance may be a combination of self-insurance and an
excess liability policy.

(c) The proceeds of any casualty insurance or appropriation awards, to the extent they
are not promptly used or encumbered for the purposes stated in Section 16 hereof, shall be paid
to the Lessor for deposit in the Lease Payment Account and name the Lessor as a loss payee.

(d) Except as otherwise provided in Section 16 hereof, in the event of total
destruction of the Leased Facilities, the Lessee shall apply insurance proceeds, self-insurance and
any other moneys available and appropriated for the purpose, to the acquisition and construction
of replacement Leased Facilities.

Notwithstanding any provision of this Section 17 to the contrary, Lessee covenants that it
shall at all times maintain insurance on the System in the manner and for the amounts set forth in
the Resolution.



SECTION 18. Purchase Option. Lessee shall have the right to exercise its option to
purchase the Leased Facilities upon payment of an amount equal to the Purchase Price as of such
date as set forth on Exhibit C, and upon the giving of notice to the Lessor of such intention of
Lessee at least sixty (60) days prior to the date upon which such right will be exercised. Upon
exercise by Lessee of its option to purchase the Leased Facilities pursuant to this Lease, Lessor
will deliver to Lessee all documents which are or may be necessary to vest all of Lessor's right,
title and interest in and to the Leased Facilities in Lessee, and will release all liens and
encumbrances created under this Lease with respect to the Leased Facilities.

SECTION 19. Assignments. The obligation of the Lessee under this Lease is in registered
form pursuant to § 149 of the Code and this obligation and the rights to Lease Rental Payments
hereunder may not be sold, assigned or transferred except as set forth below:

(a) Lessee may not, without the prior written consent of Lessor and an opinion of
nationally recognized bond counsel to the effect that such assignment will not adversely affect
the excludability from gross income for federal income tax purposes of the interest component of
Base Rent: (i) assign, transfer, pledge, hypothecate or grant any security interest in or otherwise
dispose of this Lease or the Leased Facilities (without replacement or substitution in accordance
with this Lease) or any interest in this Lease or the Leased Facilities, or (ii) sublease the Leased
Facilities or permit it to be operated by anyone other than Lessee, Lessee's employees or persons
authorized by Lessee in connection with Lessee's operation and maintenance of the Leased
Facilities.

(b) The Lessor represents, and Lessee acknowledges, that the Lessor may assign
without recourse to a subsequent purchaser its rights and duties, in and to this Lease, the Leased
Facilities and other documents executed with respect to this Lease.

(©) Subject to the preceding subsections, this Lease inures to the benefit of and is
binding upon the successors or assigns of the parties to this Lease.

SECTION 20. Events of Default. The occurrence of any one or more of the following
events constitutes an "Event of Default" under this Lease:

(a) Lessee's failure to make any payment of Base Rent as it becomes due in
accordance with the terms of this Lease; or

(b) Lessee's failure to perform or observe any other covenant, condition or agreement
to be performed or observed by it under this Lease, and the failure is not cured or steps
satisfactory to Lessor or Purchaser taken to cure the failure, within 15 days after written notice to
Lessee by Lessor or Purchaser.

SECTION 21. Remedies. Upon the occurrence of an Event of Default described in
Section 20(a) above, and as long as the Event of Default is continuing, the Lessor, may, at its
option, exercise any one or more of the following remedies as to the Leased Facilities:

(a) By written notice to Lessee, declare an amount equal to all amounts then due
under this Lease to be immediately due and payable, whereupon that amount shall become
immediately due and payable;
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(b) Exercise any other right, remedy or privilege which may be available to it under
the applicable laws of the State or any other applicable law or proceed by appropriate court
action to enforce the terms of this Lease or to recover damages for the breach of this Lease or to
rescind this Lease as to any or all of the Leased Facilities.

In addition to the foregoing, upon the occurrence of an Event of Default set forth in
Section 20(a) above, the Lessor may exercise any remedy available at law or in equity to enforce
the obligations of the Lessee hereunder including the right to petition a court of competent
jurisdiction to appoint a receiver for the Leased Facilities, and to collect the revenues and other
income therefrom.

Lessee will remain liable for all covenants and obligations under this Lease, and for all
legal fees and other costs and expenses, including court costs awarded by a court of competent
jurisdiction, incurred by Lessor with respect to the enforcement of any of the remedies under this
Lease.

SECTION 22. Defeasance. (a) All Lease Payments will be deemed to be paid when:

(i) Cash and/or Permitted Investments which mature as to principal and
interest in such amounts and at such times as will insure the availability, without further
investment or reinvestment, of sufficient money, for payment of (A) the Purchase Price
on a designated Purchase Price Date or (B) all Base Rent through the final Lease
Payment Date, are irrevocably deposited with or made available to the Lessor in trust and
irrevocably set aside for such payment; and

(ii) All customary fees, compensation and reasonable expenses of the Lessor,
and all Additional Rent, pertaining to the Lease, as they relate to the Leased Facilities,
and its duties in connection therewith are paid or provided for to the satisfaction of the
Lessor.

(b) When all Base Rent is deemed paid, as provided above, and the Lessor has received
the unqualified written legal opinion of nationally recognized bond counsel to the effect that the
deposit of cash and/or Defeasance Obligations in trust will not cause the Base Rent, thereafter
payable from those sources, designated as interest component on Exhibit B to be included in
gross income for federal income tax purposes under the Internal Revenue Code of 1986, as
amended, the Lessor will be entitled to payment of Base Rent solely from that cash or the
proceeds of those Defeasance Obligations and the right, title and interest of the Lessor and
Lessee under this Lease as to the Leased Facilities shall then cease, terminate and become void,
except for Lessee's obligations to Lessor under Section 12(e) which shall survive the termination
of this Lease.

Prior to any defeasance becoming effective under this Lease, (i) Lessor shall have
received an opinion of Independent Counsel, satisfactory to Lessor, to the effect that (a) interest
on the Lease being paid by such defeasance will not become subject to Federal income taxation
by reason of such defeasance, and (b) the proceeds of any deposit to effectuate such defeasance
shall not constitute a voidable preference in a case commenced under the Federal Bankruptcy
Code by or against the Lessor, (ii) the amounts required to be deposited pursuant to this Section
22 and the escrow deposit agreement established to effectuate the defeasance shall be invested
only in cash or Permitted Investments and (iii) certification from an independent public
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accounting firm that sufficient moneys have been deposited with the Lessor to make all required
payments on the Lease, without further investment or reinvestment. (The opinion required by
(i)(b) above may be waived in the discretion of Lessor at the time of such defeasance).

SECTION 23. Notices. All notices to be given under this Lease shall be made in writing
and mailed by certified or registered mail, return receipt requested, to the party at its address
stated below or at such other address as the party may provide in writing from time to time. All
parties listed below shall be sent a copy of any notice sent to any party pursuant to this Lease.

If to Lessee: Grant County Sanitary Sewer District
1 Farrell Drive
Crittenden, Kentucky 41030
Attention: Chairman

With a copy to the then Attorney for the Lessee

If to Lessor: The Bank of Kentucky, Inc.
111 Lookout Farm Drive
Crestview Hills, Kentucky 41017
Attention: Richard Wood

SECTION 24. Headings. All section headings contained in this Lease are for convenience
of reference only and are not intended to define or limit the scope of any provision of this Lease.

SECTION 25. Governing Law. This Lease shall be construed in accordance with and
governed by the laws of the Commonwealth of Kentucky.

SECTION 26. Delivery of Related Documents. Lessee will execute or provide, as
requested by Lessor, such other documents and information as are reasonably necessary with
respect to the transactions contemplated by this Lease.

Lessor and Lessee agree that this Lease or any other appropriate documents may be filed
or recorded to evidence the parties' respective interests in the Leased Facilities and this Lease.

SECTION 27. Special Representations and Covenants of Lessor. (a) Lessor represents
that it is a national banking association duly organized and validly existing under the laws of the
United States of America, with full power and authority to finance and lease the Leased Facilities
to the Lessee in accordance with the terms of this Lease.

(b) Neither the execution and delivery of the Lease, 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 or provisions
of any restriction or any agreement or instrument to which Lessor is now a party or by which
Lessor or its property is bound, or constitutes a default under any of the foregoing, or results in
the creation or imposition of any lien, charge or encumbrance whatsoever upon any of the
property or assets of Lessor, or upon the Leased Facilities except encumbrances permitted by this
Lease.
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SECTION 28. Special Representations and Covenants of Lessee.

(a) The Lessee represents that it intends to the maximum extent possible to support
and maintain the Leased Facilities including operation and maintenance, due to the essential
function performed at said Leased Facilities.

(b) The Lessee hereby designates this Lease Agreement with Option to Purchase as a
"qualified tax-exempt obligation" with respect to investments by certain financial institutions
under § 265(b)(3) of the Internal Revenue Code of 1986, as amended, (the "Code"). Lessor
agrees and covenants to keep a complete and accurate record of all assignments in form
necessary to comply with the provisions of 149(a) of the Code, and any regulations proposed or
existing, or from time to time promulgated thereunder. Lessor agrees to acknowledge in writing
any assignments if so requested by the Lessee.

(©) Lessee will, upon request of Lessor, at Lessee's sole cost and expense do and
perform any other act and will execute, acknowledge, deliver, file, record and deposit (and will
re-file, re-register, re-record, and re-deposit whenever required) any and all further instruments
required by law of Lessor including, without limitation, financing statements or other documents
needed for the protection of Lessor's interest.

(d) Lessee will provide Purchaser with annual audited financial statements of the
Lessee within 120 days of the end of each fiscal year of the Lessee.

SECTION 29. Entire Agreement; Amendment; Severability. (a) This Lease, together with
attachments and exhibits, and other documents or instruments executed by Lessee and Lessor in
connection with this Lease, constitute the entire agreement between the parties with respect to
the lease of the Leased Facilities.

(b) This Lease may not be modified, amended, altered or changed except with the
written consent of Lessee and the Lessor.

(c) If any provision of, or any covenant, obligation or agreement contained in this
Lease is determined by a court to be invalid or unenforceable, that determination shall not affect
any other provision, covenant, obligation or agreement, each of which shall be construed and
enforced as if the invalid or unenforceable portion were not contained in this Lease. The
invalidity or unenforceability shall not affect any valid or enforceable application thereof, and
each such provision, covenant, obligation or agreement shall be deemed to be effective,
operative, made, entered into or taken in the manner and to the full extent permitted by law.
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IN WITNESS WHEREOF, the parties have executed this Lease by their authorized
officers as of December 1, 2012.

THE BANK OF KENTUCKY, INC.

By:

Title:

GRANT COUNTY SANITARY SEWER
DISTRICT

By:

Title:

ATTEST:

Secretary

14



EXHIBIT A
LEASED FACILITIES

The Leased Facilities consist of renovations to the sewage treatment plant located in
Crittenden, Kentucky.
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EXHIBIT B

LEASE PAYMENTS
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EXHIBIT C
PURCHASE PRICE SCHEDULE

(i) On any Lease Payment Date during the Lease Term an amount necessary to defease
all payments of Base Rent through the final Lease Payment Date, (ii) on any date upon the events
set forth in Section 16 of this Lease, an amount equal to 100% of the remaining principal portion
of the Lease outstanding, plus accrued interest on such principal amount through the date of
exercise of such option, or (iii) on any date the remaining principal portion of the Lease, plus
accrued interest through the date of exercise of such option:

70169v1
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Date Amount Payment Principal Interest Remaining Balance
e yas e
01-01-2013 Fixed Rate 2.800 .
01-01-2013 Funding”  1,043,000.00° 1,043,000.00
07-01-2013 Regular Pmt” 60,269.83 45,586.71 14,683.12 997,413.29
2013 Totals: 60,269.83 45,586.71 14,683.12
01-01-2014 Regular Pmt 60,269.83 45,995.74 14,274.09 951,417.55
07-01-2014 Regular Pmt 60,269.83 46,875.99 13,393.84 904,541.56
2014 Totals: 120,539.66  92,871.73 27,667.93
01-01-2015 Regular Pmt 60,265.83 47324.84 1294499 385721672
07-01-2015 Regular Pmt 60,269.83  48,202.12 12,067.71 809,014.60
2015 Totals: 120,539.66 95,526.96 25,012.7G
01-01~ZQI.6 Regular Pmt 60,269.83 48 691.93  11,577.90 760,322.67
07-01-2016 Regular Pmt 60,269.83 49,507.04 10,762.79 710,815.63
2016 Totals: 120,539.66 08,198.97 22,340.69
01-01-2017 Regular Pmt 60,269.83  50,007.27 10,172.56 660,718.36
07-01-2017 Regular Pmt 60,269.83 50,968.38  9,301.45 609,749 98
2017 Totals: 120,539.66 101,065.65 19,474.01
01-01-2018 Regular Pmt 60,269.83 51,543.63  8,726.20 558,206.35
07-01-2018 Regular Pmt 60,269.83 52,411.53  7,858.30 505,794.82
2018 Totals: 120,539.66  103,955.16 16,584.50
01-01-2019 Regular Pmt 60,269.83 53,031.34 723849 452,763 48
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07-01-2019 Regular Pmt 60,269.83 53,895.93 6,373.90 398,867.55
2019 Totals: 120,539.66 .106,927.27 13,612.39

01-01-2020 Regular Pmt 60,269.83 54,561.59  5,708.24 344.305.96
07-01-2020 Regular Pmt 60,269.83 55,395.99  4,873.84 288,909.97
2020 Totals: 120,539.66  109,957.58 10,582.08

01-01-2021 Regular Pmt 60,269.83 56,13521 4,134.62 232,774.76
07-01-2021 Regular Pmt 60,269.83 56,992.88  3,276.95 175,781.88
2021 Totals: 120,539.66  113,128.09  7,411.57

01-01-2022 Regular Pmt 60,269.83 5775420  2,515.63 118,027.68
07-01-2022 Regular Pmt 60,269.83 58,608.26 1,661.57 59,419.42
2022 Totals: 120,539.66 116,362.46  4,177.20

01-01-2023 Regular Pmt 60,269.83  59,41947  850.36 -0.05
2023 Totals: 60,269.83 59,419.47 850.36

Y.oan Totals:

Printed on: 08-08-2012

1,205.396.60 1,043,000.05, 152,39953
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$1,043,000

Grant County Sanitation District

Debt Service To Maturity And To Call

Refunded Refunded
Date Bonds Premium Interest D/S To Call Principal Coupon Interest Refunded D/S
12/01/2012 1,043,000.00 20,860.00 21,715.42 1,085,575.42 - - - -
02/01/2013 - - - - 73,000.00 5.150% 30,401.58 103,401.58
08/01/2013 - - - - - - 24,178.75 24,178.75
02/01/2014 - - - - 78,000.00 5.150% 24,178.75 102,178.75
08/01/2014 - - - - - - 22,170.25 22,170.25
62/01/2015 = & w = 80,800:60—5:150% 22;176:25 102;170:25
08/01/2015 - - - - - - 20,110.25 20,110.25
02/01/2016 - - - - 86,000.00 5.150% 20,110.25 106,110.25
08/01/2016 - - - - - - 17,895.75 17,895.75
02/01/2017 - - - - 87,000.00 5.150% 17,895.75 104,895.75
08/01/2017 15.655:50 1565550
02/01/2018 - - - B 94,000.00  4.500% 15,655.50 109,655.50
08/01/2018 - - - ~ - - 13,352.50 13,352.50
02/01/2019 - - - - 100,000.00 4.900% 13,352.50 113,352.50
08/01/2019 - - - - - - 10,902.50 10,902.50
n)/m/‘m'm - - = - 105.000.00 4. 800% 1n,cm) 50. 1 1‘?.’0!\7 50
08/01/2020 - - - - - - 8,330.00 8,330.00
02/01/2021 - - - - 105,000.00 4.900% 8,330.00 113,330.00
08/01/2021 - - - - - - 5,757.50 5,757.50
02/01/2022 - - - - 115,000.00 4.900% 5,757.50 120,757.50
08/01/2022 - - - - - - 2,940.00 2,940.00
02/01/2023 - - - - 120,000.00 4.9300% 2,940.00 122,940.00
Total $1,043,000.00 $20,860.00 $21,715.42 $1,085,575.42 $1,043,000.00 - $312,987.58 $1,355,987.58
Yield Statistics
Base date for Avg. Life & Avg. Coupon Calculation 12/01/2012
Average Life 5.655 Years
Average Coupon 5.3068231%
Weighted Average Maturity (Par Basis) 5.655 Years
Refunding Bond Information
Refunding Dated Date 12/01/2012
Refunding Delivery Date 12/01/2012

9/21/2012 | 2:59 PM

Public Finance

Raymond James | Morgan Keegan
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RESOLUTION NO.

A RESOLUTION OF THE GRANT COUNTY SANITARY SEWER
DISTRICT, AUTHORIZING THE AUTHORIZING THE EXECUTION AND
DELIVERY OF A LEASE FINANCE AGREEMENT IN AN AGGREGATE
PRINCIPAL AMOUNT NOT TO EXCEED $1,100,000, SUBJECT TO
APPROVAL BY THE PUBLIC SERVICE COMMISSION OF THE
COMMONWEALTH OF KENTUCKY, TO PROVIDE FUNDS TO
CURRENTLY REFUND AN OUTSTANDING ASSISTANCE AGREEMENT
DATED AS OF SEPTEMBER 25, 2002 BETWEEN THE KENTUCKY RURAL
WATER FINANCE CORPORATION AND THE CITY OF CRITTENDEN,
KENTUCKY, AS ASSUMED BY THE GRANT COUNTY SANITARY
SEWER DISTRICT, THE PROCEEDS OF WHICH WERE USED TO
FINANCE THE CONSTRUCTION OF IMPROVEMENTS TO THE
DISTRICT’S SANITARY SEWER SYSTEM; PROVIDING FOR THE TERMS
AND CONDITIONS UPON WHICH SAID LEASE IS TO BE EXECUTED;
SETTING FORTH THE TERMS AND CONDITIONS UPON WHICH THE
DISTRICT'S SANITARY SEWER SYSTEM SHALL BE OPERATED; AND
AUTHORIZING CERTAIN OTHER ACTIONS IN CONNECTION WITH THE
EXECUTION OF SAID LEASE.
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RESOLUTION NQO.

A RESOLUTION OF THE GRANT COUNTY SANITARY SEWER
DISTRICT, AUTHORIZING THE AUTHORIZING THE EXECUTION AND
DELIVERY OF A LEASE FINANCE AGREEMENT IN AN AGGREGATE
PRINCIPAL AMOUNT NOT TO EXCEED $1,100,000, SUBJECT TO
APPROVAL BY THE PUBLIC SERVICE COMMISSION OF THE
COMMONWEALTH OF KENTUCKY, TO PROVIDE FUNDS TO
CURRENTLY REFUND AN OUTSTANDING ASSISTANCE AGREEMENT
DATED AS OF SEPTEMBER 25, 2002 BETWEEN THE KENTUCKY RURAL
WATER FINANCE CORPORATION AND THE CITY OF CRITTENDEN,
KENTUCKY, AS ASSUMED BY THE GRANT COUNTY SANITARY
SEWER DISTRICT, THE PROCEEDS OF WHICH WERE USED TO
FINANCE THE CONSTRUCTION OF IMPROVEMENTS TO THE
DISTRICT’S SANITARY SEWER SYSTEM; PROVIDING FOR THE TERMS
AND CONDITIONS UPON WHICH SAID LEASE IS TO BE EXECUTED;
SETTING FORTH THE TERMS AND CONDITIONS UPON WHICH THE
DISTRICT'S SANITARY SEWER SYSTEM SHALL BE OPERATED; AND
AUTHORIZING CERTAIN OTHER ACTIONS IN CONNECTION WITH THE
EXECUTION OF SAID LEASE.

WHEREAS, it is permitted and provided by Chapter 220 of the Kentucky Revised
Statutes that the Grant County Sanitary Sewer District (the "District”) may own and operate a
sanitary sewer system (the "System") and obligations payable from revenues of said System may
be issued for the purpose of constructing improvements thereto; and

WHEREAS, it is permitted and provided by Chapter 65.940 et. seq. of the Kentucky
Revised Statutes (the "Leasing Act") that the District may finance and refinance improvements to
the System through a lease agreement payable from revenues of said System; and

WHEREAS, the City of Crittenden, Kentucky (the "City") heretofore entered into an
Assistance Agreement dated as of September 25, 2002 with the Kentucky Rural Water Finance
Corporation (the "Prior Obligations™) to finance the renovation of a sewage treatment plant (the
"Prior Project"), which Prior Obligations have since been assumed by the District in connection
with the District’s assumption and incorporation of the Prior Project into the System now owned
and operated by the District; and

WHEREAS, the District has determined it is necessary and desirable to refund the Prior
Obligations in order to achieve debt service savings; and

WHEREAS, to accomplish the foregoing, and in accordance with the provisions of
Leasing Act, it is necessary and desirable that the District execute a Lease Finance Agreement, to
be dated as of the date of its execution and delivery (the "Lease"), with The Bank of Kentucky,
Inc. (the "Lessor") in an aggregate principal amount not to exceed $1,100,000, subject to
approval by the Public Service Commission of the Commonwealth of Kentucky; and

WHEREAS, in connection with the retirement of the Prior Obligations and the execution
and delivery of the Lease, it is necessary for the District to establish the terms and conditions
upon which the System will be operated for the protection of the Lessor and the holders from



time to time of any bonds or other obligations hereinafter issued to finance additional
improvements to the System.

NOW, THEREFORE, BE IT AND IT IS HEREBY RESOLVED BY THE BOARD OF
COMMISSIONERS OF GRANT COUNTY SANITARY SEWER DISTRICT, AS FOLLOWS:

SECTION 1. Definitions. As used in this Resolution, unless the context requires
otherwise:

"Additional Debt" méans debt issued in the future payable from the income and revenues
of the System which may or may not rank on the basis of parity as to security and source of
payment with the Lease.

"Annual Budget" means the District's budget for a fiscal year required to be prepared
pursuant to Section 10(E) hereof.

"Beginning Month" means the month following the month in which the Construction
Project is completed, as certified by the Engineers.

"Board of Commissioners" means the governing body of the District.

"Bondholder," "Bond Owner," "Holder" or "Person" means the registered owners of fully
registered debt at any time issued and outstanding hereunder, or any portion thereof.

"Cost of Issuance Fund" means the Grant County Sanitary Sewer District Cost of
Issuance Fund established under the provisions of this Resolution for the purpose of accounting
for the disbursements of costs of issuance of the Lease from the proceeds of the Lease.

"District" means the Grant County Sanitary Sewer District.
"Date of Closing" means the date upon which the Lease is delivered to the Lessor.
"Debt" means the Lease and any Additional Debt.

"Debt Service Fund" means the fund so designated which is established and created by
Section 8(A) hereof.

"Depository Bank" means the bank which shall serve as the depository of all of the
various funds created or referred to in this Resolution, provided that with respect to the
Redemption Account, Depository Bank shall mean the Lessor.

"Depreciation Fund" means the Depreciation Fund which is established and created by
Section 8(C) hereof.

"Engineer" or "Engineers" means the firm of consulting engineers who have prepared or
will prepare the plans and specifications for the Construction Project and who will supervise the
construction thereof.

"FDIC" means the Federal Deposit Insurance Corporation.



"Independent Consulting Engineer" means an independent consulting engineer or firm of
engineers of recognized excellent reputation in the field of water or natural gas system
engineering, as the case may be, and such definition includes the Engineers provided for above.

"Inferior Debt" means Debt issued in accordance with Section 9B) hereof and made
expressly subordinate, as to security and source of payment, with the Lease and any Parity Debt.

"Investment Obligations" means:

(a) Obligations of the United States and of its agencies and instrumentalities,
including obligations subject to repurchase agreements, if delivery of these obligations subject to
repurchase agreements is taken either directly or through an authorized custodian. These
investments may be accomplished through repurchase agreements reached with sources
including, but not limited to, national or state banks chartered in Kentucky;

(b) Obligations and contracts for future delivery or purchase of obligations backed by
the full faith and credit of the United States or a United States governmental agency, including
but not limited to:

United States Treasury;

Export-Import Bank of the United States;
Farmers Home Administration;

Government National Mortgage Corporation; and
Merchant Marine bonds;

DA WD

(c) Obligations of any corporation of the United States government, including but not
limited to:

Federal Home Loan Mortgage Corporation;
Federal Farm Credit Banks;

Bank for Cooperatives;

Federal Intermediate Credit Banks;

Federal Land Banks;

Federal Home Loan Banks;

Federal National Mortgage Association; and
Tennessee Valley Authority;

OB D

(d) Certificates of deposit issued by or other interest-bearing accounts of any bank or
savings and loan institution which are insured by the Federal Deposit Insurance Corporation or
similar entity or which are collateralized, to the extent uninsured, by any obligations permitted
by KRS 41.240(d);

(e) Uncollateralized certificates of deposit issued by any bank or savings and loan
institutions rated in one (1) of the three (3) highest categories by a nationally recognized rating
agency;

€3] Bankers' acceptances for banks rated in one (1) of the three (3) highest categories
by a nationally recognized rating agency;



(g) Commercial paper rated in the highest category by a nationally recognized rating
agency;

(h) Bonds or certificates of indebtedness of this state and of its agencies and
instrumentalities;

6) Securities issued by a state or local government, or any instrumentality of agency
thereof, in the United States, and rated in one (1) of the three highest categories by a nationally
recognized rating agency; and ‘

) Shares of mutual funds, each of which shall have the following characteristics;

1. The mutual fund shall be an open-end diversified investment company
registered under the Federal Investment Company Act of 1940, as
amended;

2. The management company of the investment company shall have been in
operation for at least five (5) years; and

3. All of the securities in the mutual fund shall be eligible investments as

used in this definition.

"KRS" means the Kentucky Revised Statutes.

"Lease" means the Lease Finance Agreement dated as of the date of execution and
delivery thereof between the District and the Lessor in an aggregate principal amount not to
exceed $1,100,000, which is payable from the income and revenues of the System authorized by
this Resolution.

"Lessor" means The Bank of Kentucky, Inc.

"Operation and Maintenance Costs" means, as of any particular date, the operating and
maintenance expenses of the System and all other expenses of carrying out and administering the
System, and in that regard operating and maintaining the System, and shall include, without
limiting the generality of the foregoing, payments of the principal of, and interest on, Inferior
Debt, salaries, supplies, utilities, mailing, labor, materials, office rent, maintenance, upkeep,
furnishings, equipment, repair of facilities, insurance premiums, legal, accounting, management,
consulting and banking services and expenses.

"Operation and Maintenance Fund" means the fund so designated which is established
and created by Section 8(B) hereof.

"Parity Debt" means future Additional Debt ranking on a parity basis as to security and
source of payment with the Lease.

"Prior Obligations" means the Assistance Agreement dated as of September 25, 2002
between the Kentucky Rural Water Finance Corporation and the City of Crittenden, Kentucky,
as assumed by the District.

"Prior Project" means the renovation of a sewage treatment plant constructed and
acquired with the proceeds of the Prior Obligations.
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"Redemption Fund" means the Grant County Sanitary Sewer District Redemption Fund
established under the provisions of this Resolution for the purpose of accounting for the
disbursements for the redemption of the Prior Obligations from the proceeds of the Lease.

"Revenue Fund" means the fund so designated which is established by Section 8 hereof.

"Revenues" means the totality of all service rates, rentals and charges of any and all types
and varieties imposed, enforced and collected by the Lessee for any services rendered by the
works and facilities of the Lessee which relates to the System, together with other income
received by the Lessee, if any, from any agency of government, both federal and state, as
representing income or operating subsidies, as distinguished from capital grants, to the extent not
otherwise required to be treated and applied.

"Surplus Fund" means the fund so designated which is established by Section 8(D)
hereof.

"System" means the sanitary sewer system of the District.

"U.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 guaranteed by the
United States of America.

SECTION 2. Operation of System; Declaration of Period of Usefulness. The District
shall operate the System as a revenue-producing project under the provisions of the Constitution
of Kentucky and Chapter 220 of Kentucky Revised Statutes.

The District hereby declares that the period of usefulness of the entire System is more
than twenty (20) years from the date of redemption of the Prior Obligations and the execution
and delivery of the Lease.

SECTION 3. Authorization of Lease. It has been heretofore determined by the District
that the total cost of the refunding of the Prior Obligations (including prepayment premiums,
accrued interest, outstanding principal, legal and administrative expense, publication costs and
all necessary and incidental expenses thereto) will not exceed $1,100,000 and it is necessary that
the District authorize and execute and deliver the Lease in an aggregate principal amount not to
exceed $1,100,000, for the purpose of financing the costs (not otherwise provided) of currently
refunding the Prior Obligations under the provisions of the Leasing Act. There is hereby
authorized to be executed and delivered the Lease in an aggregate principal amount not to exceed
$1,100,000, which Lease shall be dated as of the date of its execution and delivery, and shall
bear interest from such date at a rate of 2.80% and shall be executed and delivered substantially
in the form attached hereto as Exhibit A.

Interest and principal on the Lease shall be payable monthly on each monthly anniversary
of the date of execution and delivery of the Lease, commencing on the first monthly anniversary
of the date of execution and delivery of the Lease, in substantially level installments.

The Lease shall mature on the anniversary date which is fifteen years after the date of
execution and delivery of the Lease.



SECTION 4 Provisions for Prepayment of Principal. Principal installments due on the
Lease shall be subject to prepayment, in whole or in part, at any time, upon terms of the principal
amount to be prepaid, plus accrued interest to the date of prepayment but without prepayment
penalty.

In the event the District elects to prepay less than all of the lease, the Lessor and the
District shall amend the payment schedule set forth in the Lease to reflect the correct unpaid
principal balance following the partial prepayment and to provide for substantially level
payments of principal and interest over the then remaining term of the Lease.

Notice of prepayment shall be given by regular United States mail to the Lessor not less
than thirty (30) days prior to the date fixed for prepayment.

All principal payments as to which the District exercises the right of prepayment and as
to which notice shall have been given, and for the prepayment of which, upon the terms
aforesaid, funds are duly provided, shall cease to bear interest on the prepayment date so
designated.

SECTION 5. Lease Payable from System Revenues; Pledge of Revenues. The Lease
and all Additional Debt, together with the interest thereon, shall be payable solely and only out
of the Grant County Sanitary Sewer District Debt Service Fund (the "Debt Service Fund"),
established under the provisions of Section 8 of this Resolution, and shall be a valid claim of the
registered owners thereof only against such Debt Service Fund and the System Revenues
pledged thereto in accordance with the provisions of Chapter 220 of the Kentucky Revised
Statutes.

SECTION 6. Form of Lease; Execution Authorized. The Lease referred to herein shall
be in substantially the same form as set form in Exhibit A to this Resolution, with appropriate
insertions, omissions and variations consistent with or as provided or permitted by this
Resolution.

The Lease shall be executed by the manual signature of the Chairman and attested by the
manual signature of the Secretary.

SECTION 7. Delivery of the Lease; Disbursement of Lease Proceeds. There are hereby
established two funds to be held by the Lessor and designated "Grant County Sanitary Sewer
District Redemption Fund" (the "Redemption Fund") and "Grant County Sanitary Sewer District
Cost of Issuance Fund" (the "Cost of Issuance Fund"). Upon execution and delivery of the Lease,
there shall be deposited to the Redemption Fund from the proceeds of the Lease, the amount
necessary to redeem and retire the Prior Obligations, which amount shall thereupon immediately
be applied to the retirement of the Prior Obligations. The Lessor is hereby authorized and
directed to disburse the moneys in the Redemption Fund for payment of the Prior Obligations
without the need for further action by the District.

The remaining Lease proceeds shall be deposited to the Cost of Issuance Fund and shall
be disbursed to pay fees and expenses incurred in connection with the execution, delivery and
issuance of the Lease, including, without limitation, the fees and expenses of the Lessor, the
Lessee, Lessee's counsel and Special Counsel, all administrative accounting, legal charges and



expenses, and all recording, filing, title examination or insurance, surety bond and other fees.
All requests for disbursements from the Cost of Issuance Fund shall be accompanied by one or
more vouchers in form satisfactory to the Lessor executed by the Chairman of the District
certifying that the amount requested represents a sum due for work performed in connection with
the execution and delivery of the Lease and is eligible for payment by the District from the
proceeds of the Lease herein authorized.

SECTION 8. Disposition of System Revenues. From and after the delivery of the Lease
authorized under the provisions of this Resolution, the said System shall be operated on a fiscal
year basis, commencing January 1 and ending on the immediately succeeding December 31, and
on that basis all income and revenues derived directly or indirectly from the operation of said
System shall be deposited promptly and as received first to the credit of a separate and special
account known as the "Grant County Sanitary Sewer District Sanitary Sewer System Revenue
Fund" (the "Revenue Fund"), hereby directed to be established. Such Revenue Fund shall be
held separate and apart from all other funds of the District and shall be maintained so long as the
Lease and any Parity Debt are outstanding and payment is not provided therefore. The monies
so deposited in such Revenue Fund shall be expended only in the manner and order as follows:

(A) Debt Service Fund. A separate and special fund or account of the District
designated "Grant County Sanitary Sewer District Debt Service Fund" (the "Debt Service
Fund"), is hereby created and the same shall continue to be maintained as long as the Lease and
any Parity Debt are outstanding. The District covenants that it will deposit therein from the
Revenue Fund such amounts as are required by the terms of the Lease and any Parity Debt, and
such sums shall be held and applied by the District as follows:

Beginning with the month following the delivery of the Lease, there shall be transferred
from the Revenue Fund and deposited into the Debt Service Fund amounts sufficient to meet the
principal and interest requirements on all Parity Debt and the Lease, on or before the first day of
each month, as follows:

(D installment to become due on any Parity Debt requiring semi-annual interest
payments, plus (b) the interest installment next due on the Lease and any Parity Debt requiring
monthly interest payments; plus

(2) A sum equal to (a) one-twelfth (1/12) of the principal of any Parity Debt requiring
annual principal payments plus (b) the next succeeding principal installment on the Lease and
any Parity Debt requiring monthly principal payments.

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 Debt Service 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.

Moneys from time to time in the Debt Service Fund may be held in cash, in which event
the same shall be secured (to the extent not insured by FDIC) by a valid pledge of bonds, notes,
or certificates of indebtedness of the United States Government having at all times an equal
market value; or the same may, upon order of the Board of Commissioners, be invested and
reinvested in interest-bearing obligations of, or obligations the principal of and interest on which



are guaranteed by, the United States Government, maturing no later than six months from the
date the investment is made, or the final maturity date of the Lease or Parity Debt issued
pursuant to this Resolution, whichever date is the earlier. Income from any such investments
shall be accumulated in the Debt Service Fund, and may be invested in the same manner.

(B)  Operation and Maintenance Fund. A special and separate fund of the District is
hereby created, distinct and apart from all other funds and accounts of the District, designated
and identified as the "Grant County Sanitary Sewer District Operation and Maintenance Fund"
(the "Operation and Maintenance Fund"), for the benefit of the System and any or all Debt
payable from the income and revenues of the System. So long as the Lease or any Parity Debt
remains outstanding and unpaid, there shall be deposited monthly into the Operation and
Maintenance Fund, from moneys remaining in the Revenue Fund, after making the transfers
required by Subsection (A) above of this Section 8, sufficient funds to meet the Operation and
Maintenance Costs for the System pursuant to the Annual Budget, for which provision is
hereinafter made.

(C)  Depreciation Fund. A separate and special fund or account of the District is
hereby created, which fund is designated "Grant County Sanitary Sewer District Depreciation
Fund" (the "Depreciation Fund"), which fund is hereby ordered to be continued, so long as any
of the Lease and any Parity Debt are outstanding. It is hereby required, that following the
required transfers set forth in Sections 8 (A) and (B) above, there shall be transferred each month
to the Depreciation Fund a sum equal to $50 until a balance of $50,000 is on deposit therein,
which required balance shall be reestablished in the event moneys are utilized for the purposes
herein permitted.

Funds in the Depreciation Fund may be invested in the same manner as monies on
deposit in the Debt Service Fund.

In addition to the monthly transfers to said 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 insurance, are required to be deposited in the Depreciation Fund and used
only for the purposes for which such fund is established. Monies in the Depreciation Fund shall
be used for making extraordinary maintenance, repairs, renewals, or replacements to the System,
which would be necessary to keep the System in good operating condition, only when there is
not sufficient money included in the annual budget and in the Operation and Maintenance Fund,
or for paying the costs of constructing improvements or extensions to the System which will
either enhance its revenue-producing capacity or provide a higher degree of service.
Notwithstanding anything contained herein to the contrary, moneys on deposit in the
Depreciation Fund shall be available for the principal and interest requirements of the Lease or
any Parity Debt, if for any reason funds are not available in the Debt Service Fund sufficient to
prevent a default.

In the event of any withdrawals from the Depreciation Fund the required balance shall be
reestablished from transfers from the Revenue Fund.

(D)  Surplus Fund. There is hereby created a "Grant County Sanitary Sewer District
Surplus Fund" (the "Surplus Fund"), and so long as the Lease or any Parity Debt are outstanding,



after the requirements of Subsections (A), (B) and (C) of this Section 8 have been met, the
District shall deposit all Revenues, if any, in the Surplus Fund, said Surplus Fund to be used and
held for use as follows:

(1) First, for the reimbursement at any time and from time to time of any
account listed in Paragraphs (A) through (C) hereof that is depleted by withdrawals; and

(ii) Second, for the purpose of making improvements and extensions to the
System or for the redemption of Debt that is eligible for redemption at the then applicable
redemption price as hereinbefore stated, or for the retirement of Debt prior to maturity by
purchase on the open market at not more than par and accrued interest, and all such Debt
so redeemed or purchased shall be cancelled.

(E)  General Provisions. All payments into the above special funds shall be made on
or before the 1st day of each month, except that when the 1st day of any month shall be a Sunday
or a legal holiday, then such payment shall be made on the next succeeding business day.

All moneys held in any of the above special 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, as defined herein, having a market value equivalent to such deposit
as aforesaid.

The District covenants to the Lessor that it will make no use of the proceeds of such
Lease at any time during the term thereof which, if such use had been reasonably expected on the
date of issue of such Lease, would have caused such Lease to be "arbitrage bonds". Such
covenant shall impose an obligation upon the District to comply with the requirements of § 148
of the Code.

SECTION 9. (A) Parity Debt. So long as this Lease has not been cancelled, Parity Debt
shall be authorized and issued solely pursuant to the authority of this Lease.

The Lease and any Parity Debt authorized to be issued by this Resolution and from time
to time outstanding, shall not be entitled to priority one over the other in the application of the
Revenues or the security for payment thereof, regardless of the time or times of their issuance it
being the intention that there shall be no priority among the Lease or any such Parity Debt
regardless of the fact that they may be actually issued and delivered at different times.

The District hereby reserves the right and privilege of issuing Parity Debt from time to
time payable from the Revenues on a basis of parity and equality with the Lease and all other
Parity Debt authorized to be issued by this Resolution in order to (a) reconstruct, repair and
improve the System; (b) make, acquire, construct and install additions, extensions, betterments,
or improvements thereto; (c) acquire existing waterworks or water distribution systems from any
person; and (d) refund any debt outstanding, provided in each instance that:

(V) the facility or facilities to be acquired, constructed, reconstructed or
improved from the proceeds of the Parity Debt is or are made an integral part of the
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System and its or their income and revenues are pledged as additional security for all
Parity Debt outstanding, including the Lease;

(i)  the District is in compliance with all covenants and undertakings in
connection with the Lease and all of its Parity Debt then outstanding and payable from
the Revenues; and

(i)  the net annual income and revenues of the System for a period of twelve
(12) consecutive months of the fifteen (15) months immediately prior to the issuance of
said Parity Debt are certified in writing by an independent firm of certified public
accountants (subject to adjustments as hereinafter provided) to have been equal to at least
one and ten one hundredths (1.10) times the maximum annual debt service requirement
on the Lease and all Parity Debt outstanding payable from the Revenues, together with
the Parity Debt then to be issued.

The words "net annual income and revenues" as used in this Section 9(A) are defined as
Revenues, less Operation and Maintenance Costs for the same period, but shall exclude
depreciation and interest and principal installments payable with respect to the Lease, any Parity
Debt or any Inferior Debt.

With reference to the requirements of subparagraph (iii) of this Section 9(A), the amount
of Revenues, and the "net annual income and revenues" of the System, may be adjusted in
writing by a firm of independent certified public accountants, which firm shall be the firm
performing the certification required by subparagraph (iii) of this paragraph Section 9(A), to
reflect and take into account for the historical period being tested, any revision in the schedule of
rates, rentals and charges either (i) being actually imposed and billed by the District at the time
of issuance of such Parity Debt, and, (ii) where Parity Debt or the Lease are refunded, the
additional available "net annual income and revenues" of the System released as a result thereof.

The amount of Revenues and the "net annual income and revenues" of the System may
also be adjusted in writing by an engineer with expertise in the field of water and/or natural gas
system engineering, as applicable, to take into account and reflect for the historical period being
tested, the amount of additional net income and revenues to be realized by the District by virtue
of the acquisition by the District of existing and operating waterworks, water distribution or
natural gas system facilities, as the case may be. A further adjustment may be made by adding
thereto an estimate of said engineer of the increase in Revenues anticipated to be derived from
the additions, extensions, replacements and betterments to be financed by the Parity Debt then
being authorized, for the first twelve months following issuance of said Parity Debt, less said
engineer's estimate of any additional expenses of operation and maintenance during said twelve
months. Additionally, an adjustment thereunder may take into consideration revenues to be
generated by virtue of contractual relationships between the District and other municipal
corporations or other entities, either governmental or private, where such income and revenues
are historically determinable, for the period being tested, namely, 12 consecutive months of the
15 months immediately prior to issuance of Parity Debt. Provided, however, that any such
adjustment by such engineer shall take into account only such income and revenues as would
have been derived during the historical period being tested had the valid and lawful schedule of
rates, rentals and charges of the District which is in effect at the time of issuance of Parity Debt
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been charged during such historical period being tested, and such adjustments shall also take into
account all Operations and Maintenance Costs for such historical period being tested.

The District hereby covenants and agrees that in the event Parity Debt is issued, it shall
adjust the monthly deposits into the Debt Service Fund on the basis prescribed in the Lease to
reflect the annual debt service on the Parity Debt.

Nothing in this Section 9(A) is intended or shall be construed as a restriction upon the
ordinary refunding of the Lease and/or of any Parity Debt which may be outstanding under any
of the provisions of this Resolution if such refunding does not operate to increase amortization
requirements in any year to and including the final maturity of all debt outstanding and not to be
refunded, if any.

The Parity Debt (sometimes herein referred to as "permitted" to be issued) the issuance of
which is herein conditioned and restricted, shall be understood to mean Parity Debt payable from
the Revenues on a basis of parity and equality with the Lease, and shall not be construed to
include other bonds or obligations, the security and source of payment of which are subordinate
and subject to the priority of the Lease herein authorized to be issued.

(B)  The District may issue its bonds or other obligations payable from the revenues
herein pledged and not ranking on a basis of equality and parity with the Lease and Parity Debt
herein otherwise described ("Inferior Debt"), without any proof of previous earnings or net
revenues, but only if such bonds or other obligations are issued to provide for additions,
betterments, extensions or improvements of the System, and only if the same are issued in
express recognition of the priorities, liens and rights created and existing for the security and
source of payment and protection of the Lease and all Parity Debt herein authorized and
permitted to be issued. In the event any such Inferior Debt is issued, the District may authorize
and issue Inferior Debt to refund same, pursuant to the terms and conditions of this Section 9(B).

SECTION 10. General Covenants of the District. The District, through adoption of this
Resolution, hereby irrevocably covenants and agrees with the Lessor, so long as the same or any
part thereof remains outstanding and unpaid:

(A) It will faithfully and punctually perform all duties with reference to said
System required by the Constitution and laws of the Commonwealth of Kentucky and by
the terms and provisions of this Resolution.

(B) It will at all times operate said System on a revenue-producing basis and
will permit no free services to be rendered or afforded thereby to any person, firm or
corporation.

(C) Tt will maintain the said System in good condition through application of
revenues accumulated and set aside for operation and maintenance, as herein provided,
and will make renewals and replacements, as the same may be required, through
application of revenues accumulated and set aside into the Depreciation Fund.
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(D) It will not sell, mortgage, pledge, lease or in any manner dispose of the said
System, or any extensions, improvements or additions which may be made thereto, or the
revenues thereof, except as expressly permitted here

(E) It will establish, enforce and collect rates and charges for services rendered and
facilities afforded by said System, and the same shall be reasonable and just, taking into account
And consideration the cost had value of the System, the costs of operating the same and
maintaining it in good state of repair, proper and necessary allowances for depreciation and for
additions and extensions, and the amounts necessary for the orderly retirement of all Debt and
the Lease herein authorized, and the accruing interest thereon and the accumulation of reserves
as herein provided, and such rates and charges shall be adequate to meet all such requirements as
provided in this Resolution and shall, if necessary, be adjusted from time to time in order to
comply herewith.

On or before the delivery of the Lease, the District will adopt a budget of Current
Expenses for the System for the remainder of the current fiscal year of the System, and
thereafter, on or before the first day of each fiscal year so long as any bonds are outstanding it
will adopt an Annual Budget of Current Expenses for the ensuing fiscal year and will file a copy
of each such Budget and of any amendments thereto in the Office of the Secretary and furnish
copies thereof to the holder of any Bond upon request. The term "Current Expenses," as used
herein, includes all reasonable and necessary costs of operating repairing, maintaining and
insuring the System, but shall exclude any allowance for depreciation, payments into the
Depreciation Fund for extensions, improvements and extraordinary repairs and maintenance and
payments into the Debt Service Fund. The District covenants that the Current Expenses incurred
in any year will not exceed the reasonable and necessary amounts therefor, and that it will not
expend any amount or incur any obligations for operation, maintenance, and repairs in excess of
the amounts provided for Current Expenses in the Annual Budget, except upon order duly
adopted by the Board of Commissioners of the District determining that such expenses are
necessary in order to operate and maintain the System. At the same time and in like manner the
District agrees that it will prepare an estimate of gross revenues to be derived from operation of
the System for each fiscal year and, to the extent that said gross revenues are insufficient to
provide for all payments required to be made under Section 8 hereof during such ensuing fiscal
year, it will revise its rates and charges for services rendered by the System so that the same will
be adequate to meet all of such requirements.

(F It will maintain the rates and charges for the services furnished by such System
which are in effect at the time of the delivery of the Lease herein authorized, and which shall not
be reduced unless an independent, recognized and reputable Independent Consulting Engineer
not in the regular employ of the District gives and files in the office of the Secretary a statement,
based upon a complete examination of the records of such System, certifying in facts and figures
that any proposed rate reduction will still maintain current debt service requirements,
depreciation requirements, operation and maintenance requirements and their several reserves,
and provided those requirements and reserves have been accumulated to the maximum
accumulation required by Section 8 of this Resolution. Such statement shall set forth facts and
figures which will support the conclusion reached.

(G) It will at all times segregate the revenues of the System from all other revenues,
monies and funds of the District and will promptly and regularly make application and
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distribution thereof into the special funds provided in this Resolution in the manner and with due
regard for the priorities herein attributed thereto.

(H) It will keep proper books of record and account separate and clearly
distinguishable from all other municipal records and accounts, showing complete and correct
entries, of all transactions relating to said System, and the same shall be available and open to
inspection by any Holder and the Lessor, and any agent or representative of a Holder or the
Lessor. Additionally, if requested to do so by the Lessor, said District will furnish to such Lessor
a monthly statement of income and expenses of the System in reasonable detail and showing all
transfers to the special funds referred to in Section 8 hereof.

Q) It will, within one hundred eighty (180) days after the end of each fiscal year,
cause an audit to be made of the books of record and account pertinent to the System, by an
independent state-licensed accountant not in the employ of the District on a monthly salary basis,
showing all receipts and disbursements, with comments of the auditor concerning whether the
books and records are being kept in compliance with this Resolution and in accordance with
recognized accounting practices, and will promptly cause a copy of the audit report to be filed in
the Office of the Secretary where it will-be available for public inspection, and will promptly
mail a copy thereof to the Lessor. If requested to do so, the District will furnish to any Holder
and the Lessor a condensed form of the Balance Sheet and a condensed form of the Operating
Report, in reasonable detail. All expenses incurred in causing such audits to be made, and copies
distributed, shall constitute proper expenses of operating and maintaining the System, and may
be paid from revenues allocated for such purposes, as herein provided.

Q) Any holder of Parity Debt and the Lessor, may either at law or in equity, by suit,
action, mandamus or other proceedings, enforce and compel performance by said District and its
officers and agents of all entities imposed or required by law or this Resolution in connection
with the operation of said System, including the making and collecting of sufficient rates and
segregation of the revenues and application thereof.

(K)  Ifthere be any default in the payment of the principal of or interest on any of said
Parity Debt or the Lease, then upon the filing of suit by any holder of said Parity Debt or Lease,
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 any bonds or obligations outstanding against said System, and for the payment of current
expenses, and to apply the revenues in conformity with this Resolution and the provisions of said
statutory laws of Kentucky aforesaid.

(L)  The District will cause each officer or other person (other than depository banks)
having custody of any monies administered under the provisions of this Resolution to be bonded
at all times in an amount at least equal to the maximum amount of such monies in his custody at
any time, each such bond to have surety given by a surety corporation qualified to do business in
Kentucky and approved by the Board of Commissioners, and the premiums for such surety shall
constitute a proper expense of operating the System, and may be paid from monies available in
the Operation and Maintenance Fund.

(M)  Pursuant to KRS 220.510, the District shall cause water service provided by any
municipality, or person, firm, or corporation, to be discontinued to any premises where there is
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failure to pay any part of the aggregate charges billed by the District, including such interest,
penalties and fees for disconnection and/or reconnection as may be prescribed from time to time.

SECTION 11. Lessor's Right to Enforce Covenants. The Lessor, either at law or in
equity, by suit, action, mandamus or other proceedings, enforce and compel performance by said
District and its officers and agents of all duties imposed or required by law or this Resolution in
connection with the operation of said System, including the making and collection of sufficient
rates and segregation of the income and revenues and the application thereof.

If there be any default in the payment of the principal of or interest on the Lease or any
Parity Debt, then upon the filing of suit by the Lessor or the Holders of not less than 25% of the
outstanding principal amount of any Parity Debt, any court having jurisdiction of the action may
appoint a receiver to administer the said System on behalf of the District, with power to charge
and collect rates sufficient to provide for the payment of any bonds or obligations outstanding
against such system and for the payment of operating expenses and to apply the income and
revenue in conformity with this Resolution and with the provisions of Chapter 220 of the
Kentucky Revised Statutes. Reasonable attorneys' fees and court costs incurred by any
bondholder or bondholders in connection with the appointment of such receiver shall be a proper
charge and shall be payable out of the income and revenues from the properties securing the
Lease herein authorized.

SECTION 12. Insurance.

(A) Fire and Extended Coverage. If and to the extent that the System includes
structures above ground level (including equipment and machinery but not including elevated
tanks and non-combustible materials) the District shall, upon the execution and delivery of the
Lease 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.

The foregoing fire and extended coverage insurance shall be maintained so long as any of
the Lease is 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 District shall
promptly arrange for the application of the insurance proceeds for the repair or reconstruction of
the facilities so damaged or destroyed portion.

(B) Liability Insurance on Facilities. Upon the delivery of the Lease, the District shall, if
such insurance is not already in force, procure and maintain, so long as the Lease are outstanding
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 $500,000 for more than one person involved in one
accident, to protect the District from claims for bodily injury and/or death, and not less than
$100,000 from claims for damage to property of others which may arise from the District's
operation of the System and any other facilities constituting a portion of the System.

(C) Vehicle Liability Insurance. If and to the extent that the District owns or operates
vehicles in the operation of the System, upon receipt of the proceeds of the Lease, the District
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shall, if such insurance is not already in force, procure and maintain, so long as the Lease are
outstanding vehicular public liability insurance with limits of not less than $200,000 for one
person and $500,000 for more than one person involved in one accident, to protect the District
from claims for bodily injury and/or death, and not less than $100,000 against claims for damage
to property of others which may arise from the operation of such vehicles by the District.

(D) Workmen's Compensation.  The District will carry suitable Workmen's
Compensation coverage as required by the laws of the Commonwealth of Kentucky.

SECTION 13. Contractual Nature of Resolution. The provisions of this Resolution shall
constitute a contract between the District and the Lessor; and after the delivery of the Lease no
change, variation or alteration of any kind in the provisions of this Resolution shall be made in
any manner except as herein provided until such time as the Lease and the interest thereon have
been paid or provided for in full; provided the District may enact other resolutions 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, subject to the condition that this Resolution shall not be so modified in any manner that
may adversely affect the rights of the Lessor.

SECTION 14. Statutory Mortgage Lien Authorized. A statutory mortgage lien upon the
System, together with all appurtenances and additions thereto and extensions thereof, and
including the revenues thereof, is granted and created by §220.420 of the Kentucky Revised
Statutes for the benefit and protection of the holders of the Lease and any Parity Debt permitted
to be issued under authority of this Resolution, and said statutory mortgage lien is hereby
recognized and shall be effective upon delivery of the Lease and shall continue in full force and
effect so long as there shall remain unpaid any part of the principal of or interest on the Lease
and any Parity Debt.

SECTION 15. Designation as Qualified Tax-Exempt Obligation. The District hereby
specifically designates the Lease as a "qualified tax-exempt obligation" for purposes of Section
265(b)(3) of the Internal Revenue Code of 1986 (the "Code"). The District hereby represents
that the District reasonably anticipates that it will not issue in calendar year 2012 or 2013,
"qualified tax-exempt obligations" in an amount greater than $10,000,000.

SECTION 16. Expectation Regarding the Lease. The District, by the adoption of this
Resolution, certifies that it does not reasonably anticipate that less than 95% of the proceeds of
the Lease will be used for "local government activities" of the District.

SECTION 17. 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 18. Repeal of Inconsistent Provisions. All resolutions and orders, or parts
thereof, in conflict with the provisions of this resolution are, to the extent of such conflict, hereby
repealed.

SECTION 19. Effective Date of Resolution. This Resolution shall take effect from and
after its passage; as provided by law.
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Passed and Adopted on October 18, 2012.
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