COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF ESTILL COUNTY )
WATER DISTRICT NO. 1 FOR RATE ADJUSTMENT ) CASE NO. 2017-00176
PURSUANT TO 807 KAR 5:076 )

NOTICE OF FILING

Notice is given to all parties that the following materials have been filed into the
record of this proceeding:

- The digital video recording of the evidentiary hearing
conducted on November 1, 2017 in this proceeding;

- Certification of the accuracy and correctness of the digital
video recording;

- All exhibits introduced at the evidentiary hearing
conducted on November 1, 2017 in this proceeding;

- A written log listing, inter alia, the date and time of where
each witness’ testimony begins and ends on the digital video
recording of the evidentiary hearing conducted on November
1, 2017.
A copy of this Notice, the certification of the digital video record, hearing log, and
exhibits have been electronically served upon all persons listed at the end of this Notice.

Parties desiring to view the digital video recording of the hearing may do so at

https://psc.ky.qgov/av broadcast/2017-00176/2017-00176 01Novl7 Inter.asx.



https://psc.ky.gov/av_broadcast/2017-00176/2017-00176_01Nov17_Inter.asx

Parties wishing an annotated digital video recording may submit a written

request by electronic mail to pscfilings@ky.gov. A minimal fee will be assessed for a

copy of this recording.

Done at Frankfort, Kentucky, this 91" day of November 2017.

Gwen R. Pinson
Executive Director
Public Service Commission of Kentucky


mailto:pscfilings@ky.gov

Audrea Miller Gerald E Wuetcher

Estill County Water District #1 Office Manager Attorney at Law
76 Cedar Grove Road Estill County Water District #1 STOLL KEENON OGDEN PLLC
Irvine, KY 40336 76 Cedar Grove Road 300 West Vine Street

Irvine, KY 40336 Suite 2100

Lexington, KENTUCKY 40507-1801
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
ELECTRONIC APPLICATION OF ESTILL ) CASE NO.

COUNTY WATER DISTRICT NO. 1 FOR RATE ) 2017-00176
ADJUSTMENT PURSUANT TO 807 KAR 5:076 )

CERTIFICATE

|, Pamela Hughes, hereby certify that:

1. The attached DVD contains a digital recording of the Hearing conducted in
the above-styled proceeding on November 1, 2017. Hearing Log, Exhibit List and
Witness List are included with the recording on November 1, 2017.

2. | am responsible for the preparation of the digital recording.

3. The digital recording accurately and correctly depicts the Hearing of
November 1, 2017.

5. The “Hearing Log" attached to this Certificate accurately and correctly
states the events that occurred at the Hearing of November 1, 2017, and the time at
which each occurred.

Signed this 8" day of November, 2017.

Pamela Hughes, Nota
State at Large
My Commission Expires: April 22, 2019



j Av s Session Report - Standard

2017-00176_1NOV2017
Estill County WD 1

Judge: Bob Cicero; Talina Mathews; Michael Schmitt

Witness: Jerry Arnold; William Beard; Alan Bowman; Audria Miller; Dwight RIchardson; Greg Wright
Clerk: Pam Hughes

Date: Type: Location: Department:
11/1/2017 Alternative Rate Hearing Room 1 Hearing Room 1 (HR 1)
Adjustment
Event Time Log Event
8:34:31 AM Session Started
8:34:33 AM Session Paused
9:09:02 AM Session Resumed
9:09:03 AM Chairman Schmitt
Note: Hughes, Pam Calls Case No. 2017-00176 Estill Co WD 1 - explains the reason for
today's hearing.
Note: Hughes, Pam Introduction of VC Cicero
9:10:24 AM Motions filed
Note: Hughes, Pam Late response to Comm. Staff Report - Late response filed on Oct
9, 2017. , and agreed with the Staff Report. Motion is denied.
Motion to permit immediate increase of propsed rates in Staff
Report - Motion is sustained and may implement rates
recommended.
9:13:14 AM Chairman Schmitt
Note: Hughes, Pam August 18, 2017 Order -Publication in newspapers. Counsel has
filed the notice in record that the publication was given.
9:14:07 AM No Public Comments
9:14:30 AM Atty Wuetcher intoductions
Note: Hughes, Pam Audrea Miller, Greg Wright, William Beard, Jerry Arnold, Dwight
Richardson, William Ballard, Alan Bowmen as witnesses.
9:15:42 AM PSC stafff introductions
Note: Hughes, Pam Brittany Koenign Atty for the PSC along with Arial Miller with
Division of FA.
9:16:01 AM Atty Wuetcher asks for procedures
9:16:34 AM Chairman swears in all witnesses
9:16:57 AM Atty Wuetcher calls Witness Wright
Note: Hughes, Pam Greg Wright - Estill Co Wd 1 Board of Commissioners. Chairman of
Commission. 7 years as @ member but not sure. Profession is
under construction and heavy equipment and operates his own
business.
Note: Hughes, Pam Hands out Estill Exhibit 1. Amorization Schedule of loan and
Promissary Note 200, 300.00. Term is 4 years. Page 2 of
Promissary note is not signed but he did execute a copy with the
bank on Oct 31, 2013. Commercial security agreement page 5, he
did execute copy of this with the bank. Business agreement page 5,
he did execute this with the bank. Notice of final agreement, he
also signed with the bank.
9:22:41 AM Estill Co WD 1 Exhibit 2
Note: Hughes, Pam Oct. 31, 2013 Minutes from Board meeting of Estill Co board of
Commissioners
Note: Hughes, Pam Regarding this being an accurate copy of the minutes
9:24:45 AM Atty Wuetcher direct exam of Witness Wright

Note: Hughes, Pam

Regarding if Estill pertained the approval from the PSC to enter into
a loan agreement with the bank.

Created by JAVS on 11/3/2017

- Page 1 of 17 -



9:28:22 AM

9:28:56 AM

9:30:58 AM

9:33:48 AM

9:34:36 AM

9:37:38 AM

9:39:02 AM

9:39:41 AM

9:40:35 AM

9:42:28 AM

9:43:23 AM

9:43:47 AM
9:45:03 AM

9:46:05 AM

Witness wasn't aware that he had to do this. Wasnt aware of KRS
300 but is aware now. Did WD have attorney at the time of the
agreement, No they did not. Witness states their attorney had an
accident and wasn't able to help them, 2nd attorney became a
Judge and couldn't fulfill that. How long did District have to have
an attorney - 8 or 9 years.
Atty Wuetcher direct exam of Witness Wright

Note: Hughes, Pam Regarding asking the PSC about obtaining the loan or seeking

advice from the PSC.

Atty Wuetcher direct exam of Witness Wright

Note: Hughes, Pam Had he been aware of KRS 300, he wouold have sought the PSC'a
advice.
Reffering that the Term is 4 years. Could they have got a 2 year
loan.

Note: Hughes, Pam

Note: Hughes, Pam

Estill County WD Exhibit 3
Note: Hughes, Pam Amorization schedule, and other loan documents. Citizens Guarenty
Bank. 4 year note, 1-29-2015 executed. He did not sign the
documents on this exhibit but did sign the copy at the bank.
Note: Hughes, Pam At time of this agreement he had no knowledge of KRS 300.
Estill Co WD exhibit 4
Note: Hughes, Pam 1-18-15 Board of Commissioners meeting minutes. Motion made to
borrow money from Citizens Bank.
Estill Co Wd 1 Exhibit 5
Note: Hughes, Pam Amorization schedule and other loan documents. Loan 1-24-17 with
Cltizens Guaranty Bank. 4 year term. He did sign these at the
bank. Was not aware of KRS 300 when entered into this loan.
No legal counsel at time of these loans and didn't talk to anyone at
the PSC.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Referring to Estill exhibit 1 - Why District needed the loan.
Note: Hughes, Pam District behind on water bill also.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Regarding why District unable to pay it's current expenses.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Regarding the 200,000 loan amount and why the District didn't seek
a rate increase instead.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Line-loss was biggest problem. Around 33% line loss
Note: Hughes, Pam Regarding rate increase. Phase 10 project that the District was
working on. Rate increase was given in late Oct. 2015. This didn't
meet the necessary amount they needed to meet payments.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Regarding how many banks the District checked before getting this
loan.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Regarding 4 year term for this loan, the reason.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Regarding the Phase 10 project and the District felt it would lower
the line loss.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Regarding when the Phase 10 project was completed. 2015. Line
loss issues got better at times and then loss would be up again.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam District financial condition in 2015. Why entered into another loan
at that time.

Note: Hughes, Pam
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9:46:41 AM

9:48:33 AM

9:50:53 AM

9:51:51 AM

9:54:24 AM

9:55:27 AM

9:56:45 AM

9:57:43 AM

9:58:52 AM

9:59:41 AM

10:01:07 AM

Atty Wuetcher direct exam of Witness Wright

Note: Hughes, Pam Line loss was causing loss of revenue. Non revenue for 2014 was
212,00.00
Note: Hughes, Pam During 2014 and 2015 water district had problems paying bills and

they tried to cut down on expenses prior to obtaining these loans.
District was having problems making payments including the water
to city of Irvine.

Atty Wuetcher direct exam of Witness Wright

Note: Hughes, Pam After 2015 Phase 10, line loss was still found but got better at
times. 36% water loss.
Note: Hughes, Pam Regarding what the Board did to help with line loss. Meters were

found to be bad or leaking upon physical inspections by employees.
Rural Water came in and helped on valves.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Board was basing its hope for financial improvement when they
fixed the line loss issues. Line loss didn't improve much so they just
kept trying to fix this issue of line loss.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Application not filed until May 2017, why did it take so long for
them to do this. Felt the person doing the study didn't get in hurry
about getting back to them. Audrey Miller who was the office
Manager and point of contact had personal issues in fall of 2015
that might have contributed to delay.
Note: Hughes, Pam Loan of January 2015 to cover operating expenses. Had a rate
study conducted by a non-profit.
Atty Wuetcher direct exam of Witness Wright

Note: Hughes, Pam Refgarding making 2 payments a year to Rural development.
Note: Hughes, Pam During 2016, was the district having problems paying bills. Not
sure.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam Regarding how often Board checked on rate case. Every month at
meetings.
Note: Hughes, Pam Third loan in January 2017. What proceeds were used for. Debt

services and paying bills.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam 2013 loan came due on Oct 30, 2017. District was in good
standings on this loan. Balloon payment at end of Oct was not
made so they refinanced another 2 years with the bank.
Atty Wuetcher direct exam of Witness Wright

Note: Hughes, Pam Debt service paynents amount in Feb. 2018. 150,00.00 sounds
correct. District only has 25 to 30 thousand dollars on hand.
Note: Hughes, Pam Will addt'l income from higher rates help to meet debt service
payment.
VC Cicero clarification about loans.
Note: Hughes, Pam Asks if there is a 4th loan now. Atty Wuetcher explains.
Atty Wuetcher direct exam of Witness Wright
Note: Hughes, Pam District has financial issues. If no action is taken will they default

on loan to Rural Dev. District has talked about addt'| actions to
improve finacial situation.
Estill Co WD Exhibit 6

Note: Hughes, Pam Immediate Actions to Improve Water District's Financial Problems.
Last weeks meeting. Goes over the list 1-9.

Note: Hughes, Pam How often attended the PSC's water training for Commissioner's of
the Board.
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10:05:37 AM

10:07:50 AM

10:12:31 AM

10:17:17 AM

10:18:18 AM

10:20:45 AM

10:21:57 AM

10:24:31 AM

10:28:15 AM

10:30:08 AM

Atty Koenig cross of Witness Wright
Note: Hughes, Pam Did attend Commissioner Board training, Did he recall going over
the loan requirements in these trainings. Does he recall who
presented at the trainings. He remembers different people doing
these.
Note: Hughes, Pam Talks about why we are having the hearing and if he can't answer
question to let her know.
Atty Koenig cross of Witness Wright
Note: Hughes, Pam Regarding the loans. Exhibits 1, 3and 5. Exhibit 1- Commercial
security agreements, read under collateral description the sentence
in bold into the record. Chairman asks Ms. Koenig to read into the
record. Exhibit 3 says same thing. Exhibit 5 she reads also.
Note: Hughes, Pam Exhibit 4, Minutes from Board meeting. Atty Koenig reads from this
dated Jan 18, 2015. Was the date difference a typo. Yes
Atty Koenig cross of Witness Wright
Note: Hughes, Pam Refers to the application about loans. Rural Development loan was
in 2014 and signed by him in 2013. He asked permission from
Commission for this one but not of the other ones. He states it was
a grant. He does not know who sought the approval of the PSC.
Worked with P.E. Bell Engineering.
Note: Hughes, Pam Reffering to if his District is zoned. Exhibit 6 talks about 2 zones in
the District. Regarding Map of water lines.
Atty Koenig cross of Witness Wright
Note: Hughes, Pam Referring to how much money spent on repairs. Can't answer. Atty
Wouetcher atates Witness Richardson can answwr.
VC Cicero cross of Witness Wright

Note: Hughes, Pam Referring to line loss being biggest problem. Water theft issues.
Note: Hughes, Pam Procedure they have to know if water is being lost by theft. Any
estimate of water loss contributed to water theft?
VC cross of Witness Wright
Note: Hughes, Pam Regarding Ky. Water Association help with line loss.
VC cross of Witness Wright
Note: Hughes, Pam Regarding cash planning and forecasting of his small business that

he owns. Would he not look for things to cut back on if he was in
the cash crunch position that the Water District is in. Reduce the
health reimbursement to the employees on deductibles.
Chairman cross of Witness Wright

Note: Hughes, Pam Refering to how long he has been a Water Commissioner. Thinks
12 years when this one is up. Has been Chairman since he has
been on the Commission. Regarding if the County Judge/Executive
knows about the financial problems of the DIstrict and if they have
asked them for help. Judge only wanted the debts that they didn't

need help on.

Note: Hughes, Pam Estill No 1, not a 2. Only water distict in Estill county. Water
comes from city of Irvine and Powell and Jackson County. Majority
from Irvine.

VC cross of Witness Wright

Note: Hughes, Pam KRWA has given assistance to them. Valves were leaking and a lot
of them have been repaired but still a lot that has not. Some are in
slate areas and when fixing these they split the whole line

Note: Hughes, Pam Regarding leaks and not knowing where they are.

Chairman cross of Witness Wright
Note: Hughes, Pam Regadring Counsel for the district at any time. Have had several

that left for different reasons. Finances were in such bad conditions
couldn't afford an attorney.
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10:31:32 AM

10:32:49 AM

10:36:02 AM

- 10:36:38 AM

10:38:07 AM

10:39:36 AM

10:42:17 AM

10:43:00 AM

10:47:18 AM

10:50:39 AM

Chairman cross of Witness Wright

Note: Hughes, Pam Regarding bank loans (3). Michael Wilson from the bank, he never
brought it to his attention that they needed approval from the
Commission. ,
Chairman cross of Witness Wright
Note: Hughes, Pam Reffering to the 2013 money borrowed to repair lines. Money still

wasn't sufficient to pay bills or operate the district. Sometimes
water loss was over 40% when they were working on lines. New
lines still didn't decrease water loss.

Note: Hughes, Pam District applied for rate increase and approved but was still not
enough to help financially because of the water loss. They don't
have enough people to do the repairs and inspecting all the lines.

Chairman cross of Witness Wright

Note: Hughes, Pam Didn't have minutes to support the 2017 loan today. They will

provide this information.
Chairman cross of Witness Wright

Note: Hughes, Pam Two other Commissioner's here, only Mr. Arnold was there when he
started, Bill Beard came in 2009.
Note: Hughes, Pam Regarding Any compensation for being a water commissioner.
Chairman cross of Witness Wright
Note: Hughes, Pam When Rural Dev. came on they had helped obtain authorization

from the PSC. Regarding not knowing he needed to get approval
before getting the other 3 loans. Board of Commissioner's need to
learn about the regulations and stay in compliance.

Chairman cross of Witness Wright

Note: Hughes, Pam In 2015, the District considered applying for rate increase and a
rate consultant was going to help them. Does he remember the
name of this person? He can't recall. It was a non-profit - Rural
Assistance Sponseship. Did they help file the application for rate
increase in 2017. Why did it take 2 years for this application to be
filed. Witness doesn't know the answer.

Chairman cross of Witness Wright

Note: Hughes, Pam Present cash on hand is only 25 to 30 thousand. Is it efficient to

make payroll. Accounts are set aside for this.
Chairman cross of Witness Wright

Note: Hughes, Pam No. 6 on list - Commissioners were now going to attend 12 hours
of training. No. 9 on list- Have the District hired or retained an
attorney other than Wuetcher in this case to help them. They hired
Mr. Wuetcher to look over all minutes and agenda.

Note: Hughes, Pam Estill exhibit 6 - actions to improve. No. 4 to do with dental
premiums being paid. Did District give him or other Commissioner's
any other benefit. Paid for classes for water training and he
attended all of them and got a certificate. He was given a book for
reference. Did he ever go back and look in the book to see if he
needed approval or anything certain had to be done. No he didn't.

Chairman cross of Witness Wright

Note: Hughes, Pam If the city of Irvine operatd the system then Estill customers would
be there customers and they could charge more to their customers
since they are a municipal

Note: Hughes, Pam How many customers does Estill Co WD 1 have? Can't answer.

Note: Hughes, Pam Have they ever considered or talked to city of Irvine to consolidate
with Irvine to take over the water district lines. Would Witness be
open to consolidate with Irvine.

Chairman cross of Witness Wright

Note: Hughes, Pam Has Estill 1 considered to consolidate with another or sale their

water system.
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10:51:30 AM

10:53:41 AM

10:54:40 AM

10:55:57 AM

10:56:51 AM

10:59:04 AM

11:01:20 AM

11:04:06 AM

11:04:21 AM

11:05:40 AM

11:06:55 AM

11:08:11 AM

11:08:45 AM
11:09:05 AM
11:21:00 AM
11:21:04 AM

Atty Wuecther re- cross of Witness Wright
Note: Hughes, Pam Reduced work force by 3 to 31/2--- did these employees work in the
field..., yes. Is this affeting the ability to find and correct water line
leaks. Only have 4 total woking out in the field but not devoted
only to leak detection.
Note: Hughes, Pam Regarding the Llast time workers recieved a raise.
Atty Wuecther re- cross of Witness Wright
Note: Hughes, Pam One proposal board adopted was a surcharge for line loss efforts.
Hiring a firm to assist in identifying leaks.
Atty Wuecther re- cross of Witness Wright
Note: Hughes, Pam Regarding attorney's they had before. Michael Dean became Circuit
Judge and could no longer able to provide assistance. The County
attorney has to be paid and he wasn' t interested in helping.
Atty Wuecther re- cross of Witness Wright
Note: Hughes, Pam Prior to rate case, has Estill ever filed a general rate adjustment
application. Others were PWA's and the Rural dev. Phase 10.
Atty Koenig re- cross of Witness Wright
Note: Hughes, Pam Improved some water loss and how they determined that. The %
hasn't improved overall.
VC Cicero re- cross of Witness Wright
Note: Hughes, Pam Money spent to fix the major line loss. What process did the
District go through to determine where the major loss was coming
from.
Spent 1.7 million dollars and thought it would solve the problems.
Didn' t realize they had all these other issues. Regarding him
owning his own constuction business but he doesn't perform the
work.
VC Cicero re- cross of Witness Wright
Note: Hughes, Pam Regarding the benefits the Commissioners recieve. No healthcare.
Note: Hughes, Pam Training for Dec. 2018 is only action that is assigned a date for the
other actions.
Atty Wuetcher makes statement about deadline on meeting
payments for rural Development.

Note: Hughes, Pam

Note: Hughes, Pam

PHDR
Note: Hughes, Pam Action list with dates of completion
VC Cicero re- cross of Witness Wright
Note: Hughes, Pam 3 1/2 employees gone to cut costs. One lost his eyesight, another
quit on his own, another had medical issues. No one was replaced.
Note: Hughes, Pam PHDR for raises given to employees.
Note: Hughes, Pam Regarding last time employees recieved a raise. He thinks 2008.
VC Cicero re- cross of Witness Wright
Note: Hughes, Pam Keeping water running is primary objective. Regarding hiring other
employees but cutting costs on benefits.
VC Cicero re- cross of Witness Wright
Note: Hughes, Pam Estill agreed to accept the Staff Report including cutting benefits.
Does the Board plan on eliminating some of the expenses on
insurance coverages for all employees in the District.
Atty Wuetcher statement
Note: Hughes, Pam Hasn't considered the whole situation. Asks for minutes from next
meeting.
Break
Session Paused
Session Resumed
Witness Arnold called to the stand
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11:21:24 AM

11:22:46 AM

11:23:49 AM

11:26:59 AM

11:27:31 AM

11:28:10 AM

11:30:27 AM

11:30:57 AM

11:31:50 AM

11:32:54 AM

11:35:44 AM

Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Jerry Arnold- Secretary on Board of Commisoners since 2006.
Retired from Railroad.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Given exhibits 1, 3 and 5 and asks if he recognizes those
documents.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Present at Board meetings when the Board agreed to get these
loans. Not aware of KRS 300 before getting these loans. Had
anyone in the District sought legal advice for executing these
documents. No. Did water district have an attorney, No. Agrees
that the distric'ts actions were in contrast to KRS 300
Loan agreements with Citizens Guarenty Bank 2013, 2017 and
2015 when executed. He was on Board at this time. He signed and
executed thiese documents.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Regarding lack of knowledge in this regulation does not give
acceptance to them not getting approval
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Regarding proceeds of loans and anything Witness has to add to the
testimony of Witness Wright.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Regarding attendance of Board meetings. What information does
he recieve prior to the meeting. No packet. Board does get a
monthly report, financial report, profit and loss statement. balance
sheet, water loss. Regarding attendance of these meeting other
than the Commissioners.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Regarding line loss and anyone else attending meetings because of
this issue.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Loan of 2013, bulk went to payoff debt service and general
expenses. How much of spent of the 200,000 spent on each.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Regarding the district getting a RD loan for the Phase 10 project
and a rate adjustment.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Between 2014 and 2015, did financial issue improve. No, water
loss was major problem. Older vehicles and having to spend money
to repair them; ice storm caused water lines that went across river
and had to repair; water testing under Irvine bridge had a bad
valve; issues of meters not picking up slow flow. Any unusual
. expenditures other than line loss issues.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam Testimony of Mr Wright about a rate study to be done. Rural
Community partnership (ARCAP) to help do this study. Did Rural
Dev. tell them to get in touch with them.
How often was rate study talked about. Monthly meetings.
Explanation as to why it took so long to file application. No answer.,
Ms. Miller was primary person and she had to be absent from work
for daughter's accident.

Note: Hughes, Pam

Note: Hughes, Pam
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11:38:15 AM

11:41:39 AM

11:42:21 AM

11:44:35 AM

11:46:26 AM

11:50:06 AM

11:51:42 AM

11:53:26 AM

11:56:00 AM

11:58:41 AM

Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam -In Feb 2016 all funds in depreciation account was used to make
debt service payments., Phase 10 went online and didn't get the
results they had hoped for, what was Board thinking to do about
the financial problems. Line breakage on bad curve and not enough
people to repair and flag traffic. Witness Arnold flagged to help.
Note: Hughes, Pam 2013 and 2015 loans. Debt service was paid with no trouble. In
Feb 2016, was debt service payments a problem. District had to
look at taking funds out of reserve accounts.
Atty Wuethcher direct of Witness Arnold
Note: Hughes, Pam August 2016 payment. Can't answer. Feb 2017 sigificant problems
to make debt service payment
Atty Wuethcher direct of Witness Arnold

Note: Hughes, Pam Audit and not being in compliance with bond ordinace.

Note: Hughes, Pam Is district meeting conditions of bond ordinance as of now. Not
funding all accounts at this time.

Note: Hughes, Pam Did Rural Dev give them any notice betweeen 2016 and 2017 about

their financial situation.
Atty Wuethcher direct of Witness Arnold

Note: Hughes, Pam Estill exhibit 6 - items discussed at Board meeting. Does Witness
agree with these? Yes
Note: Hughes, Pam Surcharge on exhibit- does he agree that the District needs some
funds to get someone to devote more time to line loss issues. He
agrees.
VC Cicero cross of Witness Arnold
Note: Hughes, Pam Had to go back and get another note to cover balloon payment. Did

office manger give them notice that this was coming due. Got
several moths notice that this was coming up and they were short.

Note: Hughes, Pam Reports befor Board meetings. Does office manager attend
meetings to talk about resuits.
Note: Hughes, Pam First loan they explored diferent banks and they went with local

bank for expeditied loan. Any discussion that payments were
coming due every year and what to do to come up with a solution
instead of going back to the bank for another loan.

VC Cicero cross of Witness Arnold

Note: Hughes, Pam Urgency to get loan and actions to consolidate debt. Would Estill
District have went back to bank for a 4th loan if they knew the
regulations.

VC Cicero cross of Witness Arnold

Note: Hughes, Pam Regarding rating the Board of Commissioner's as a group as far as
knowledge and management. Board is open to listen to any advice
they have (PCS).

VC Cicero cross of Witness Arnold
Note: Hughes, Pam Regarding finding leaks, based on availability of employees. What

is procedure to go find leaks. Rely on customers to call in when
they find one and if someoe is out in the field they look for them.

Note: Hughes, Pam District wants to have someone full-time to devote to finding and
fixing leaks.
VC Cicero cross of Witness Arnold
Note: Hughes, Pam Regarding financial district, would you agree some kind of drastic

action needs to be taken to help Estill District. Witness states
"absolutely so".
VC Cicero cross of Witness Arnold
Note: Hughes, Pam Regarding difference in rates in Estill and Irvine customers
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11:59:59 AM

12:04:08 PM

12:07:06 PM

12:08:11 PM

12:09:08 PM

12:10:24 PM

12:13:51 PM

12:16:54 PM

12:17:15 PM

12:17:50 PM

12:18:47 PM

12:22:04 PM
12:22:19 PM
12:22:34 PM
1:18:01 PM
1:18:04 PM

Chairman cross of Witness Arnold
Note: Hughes, Pam
Note: Hughes, Pam

Is city of Irvine utility financially sound to best of his knowledge.

What if the city of Irvine took over the water system and said they

would treat the Estill county customers the same as the city

customers.

Rates are not sufficient for Estill County WD 1 to keep the district

going.

Chairman cross of Witness Arnold
Note: Hughes, Pam

Note: Hughes, Pam

Regarding his term since 2006. Always been Secretary. In 2015

ARCAP came in to help with a rate study to help them meet their

needs. Doesn't know the name of the person that came. Was

there a written report given from this person?

Chairman cross of Witness Arnold
Note: Hughes, Pam Regarding the trainings for Board of water Commissioners. 6 hours.

Compensation is 300 a month and 500 a month for trainings.

$6000 a year for last 5 to 6 years

Chairman cross of Witness Arnold
Note: Hughes, Pam Bank notes and did he sign as an officer. He did sign as a

Commissioner. Did he have to sign as a regular person as a

guarenteer,

Chairman cross of Witness Arnold
Note: Hughes, Pam Are County Judge and fiscal court aware of financial problems of the

District. Do they have any help to give them

Chairman cross of Witness Arnold
Note: Hughes, Pam Regarding easement on most of the lines. Chairman suggests to

not hook up someone or run a line unless given an easement.

Regarding where water lines were and land owners put own lines in

and the district would take over the lines.

Chairman cross of Witness Arnold

Note: Hughes, Pam

Note: Hughes, Pam

Immediate action exhibit 6 - discontinue premuims for members of
commission for dental. This has been done. = Made any request for
KRWA to audit water meters. (refers to Mr. Richardson) Has
Commission adopted policy to attend 12 hours water training. Done
Is further training needed for all board members, yes.
Note: Hughes, Pam Have they had an attorney for the District in the past. Yes
Chairman cross of Witness Arnold
Note: Hughes, Pam
Chairman cross of Witness Arnold
Note: Hughes, Pam
Atty Wuetcher statement
Note: Hughes, Pam
Chairman cross of Witness Arnold
Note: Hughes, Pam
Note: Hughes, Pam

Regarding hiring of an attorney for the District.
Regarding PHDR for copy of rate study record.
Minutes identify the person from ARCAP.

Regarding the meetings being video taped.

In Board meetings, is public notice given. Posted on the door and

do put in newpapers and radio for special meetings. Do they have a

schedule of regular meetings throughout the year. Last Thursday of

every month. Is this posted anywhere for the public to know

schedule. Website should have the schedule.

Witness excused

Break

Session Paused

Session Resumed

Atty Wuetcher calls Witness Beard
Note: Hughes, Pam William Beard - Treasurer of Board of Commissioners at Estill Co

WD 1.
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1:15:06 PM

1:20:33 PM

1:22:18 PM

1:22:44 PM

1:24:31 PM

1:25:23 PM

1:25:53 PM

1:28:09 PM

1:30:53 PM

1:32:21 PM

1:33:02 PM

1:34:54 PM
1:35:17 PM
1:36:41 PM

1:36:48 PM
1:36:58 PM

Atty Wuetcher direct exam of Witness Beard
Note: Hughes, Pam Regarding Exhibits 1, 3, 5. Loan agreements and signatures
Atty Wuetcher direct exam of Witness Beard
Note: Hughes, Pam Present at meetings where Board voted into these documents. had
any authorization obtained from the PSC and aware of KRS 300.
Did anyone have legal advice before entering into these legal
documents or ask for outside counsel.
If knew PSC approval was needed he would not have borrowed the
money.
Atty Wuetcher direct exam of Witness Beard
Note: Hughes, Pam Regarding lack of knowledge doesn't excuse them for the KRS 300
violation
Atty Wuetcher direct exam of Witness Beard
Note: Hughes, Pam Regarding financial reports before the Board meetings.
Note: Hughes, Pam Regarding the October 2013 loan proceeds and what they were
used for.
Discussion of exact amount that would be for debt service and other
things.
Atty Wuetcher direct exam of Witness Beard
Note: Hughes, Pam Estill exhibit 6 - list of actions voted on. Confirm they were voted
on at the meeting, He agrees with proposals.
Atty Koenig cross exam of Witness Beard
Note: Hughes, Pam Attendance at Water trainings
VC cross exam of Witness Beard
Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam

Regarding Budgeting for the school he worked at prior, he got an
allotment from the School board. Did he not think to check that
prior approval was needed from the Commission. He realizes now
very well that the regulations are to be complied with.
Chairman exam of Witness Beard

Note: Hughes, Pam Education - Rank 1 Masters Degree. No finance degree. nature of
employment with EKU.
Regarding him being Treasurer for Estill County WD 1. 6000 a year
since he recieved his training. Recieved trainings from the PSC.
Gets training every year and a certificate from each training.
Chairman cross exam of Witness Beard

Note: Hughes, Pam Regarding an obligation to read the regulations or to find out

Note: Hughes, Pam Regarding not having an attorney on hand to consult for advice.
Chairman cross exam of Witness Beard

Note: Hughes, Pam Signed the notes from the bank as an officer of the utility district.

Note: Hughes, Pam Did anyone from bank ever question borrowing money wothout

Commission approval?

Chairman cross exam of Witness Beard

Note: Hughes, Pam Regarding ARCAP furnishing a rate consultant. States someone
named Jared from ARCAP came to the meeting and brought back
alternative rates to them. Still have these rate studies.

Atty Koenig cross of Witness Beard
Note: Hughes, Pam Arcap- Was this Jared Schmall
VC cross exam of Witness Beard
Note: Hughes, Pam
Witness excused
Witness Miller called to the stand
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam What reports are prepared for the Commissioners. Provided at the
meeting.

Note: Hughes, Pam

Regarding him being Treasurer by default of the Water District
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1:38:26 PM

1:39:33 PM

1:40:25 PM

1:41:03 PM

1:42:28 PM

1:45:40 PM

1:47:39 PM

1:51:13 PM

1:53:00 PM

1:53:44 PM

1:55:51 PM

Audrea Miller - office manager since 2006. Prior billing clerk.
Describes duties and responsibilites of her position.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Ever obtain lawyer to attend meetings.
Note: Hughes, Pam Outside professional services that are available to the District.
Note: Hughes, Pam Auditor is independent
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Board was given reports on water loss monthly, prepared by
Witness. Describes the report and how it is broken up.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam As of Dec 31, 2014 not in compliance with its bond ordinace. same
in 20157 No they are not and explains.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Who recommneded ARCAP- Kimberly McKay at Rural Development.
Ms. McKay brought him to the meeting. Jared Schmall
ARCAP study. Board voted to move forward at the June 25th
meeting. No representative there.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Regarding delays to Mr. Schmall in preparing the application and
study. Board decided final application.
She was point of contact but because of her daughter's accident she
was not on fulltime basis and was not able to provide info needed
for rate study. Other reason that the rate application was delayed.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Regarding Mr, Schmall being in contact with someone from PSC
staff that he use the 2015 test year. Possible rate adjustment he
recommended. 2015 annual report was given to the Commission in
Jan 2017. He filed report in May and final was April.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam How many loans with Rural Dev. 6 loans. Make payments 2 times
ayear. Loan through KRWA finance that is due at same time (2
times a year).
Fiancial situation of the District and what led up to the first loan.
Pressures on the District in 2011-2012 timeframe. Witness
explains.
Loan of Oct 2013 was for debt service and once it incurred how
were the funds allocated. Witness explains the allocations.
112,000 to Rural Dev, remaining went to remaining expenses.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam July 2014 problems meeting interest payments on loans. NO
Note: Hughes, Pam 100, 000 loan Jan 2015 with Citizens Bank. What were these funds
used for. Witness explains.
During this period did anyone say it was a good idea to borrow this
money. Topic at most of meetings.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Phase 10 project not online in 2015, expected water loss to go
down after this went into effect and save them money.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Designed to be paid off in 4 years with a balloon payment at end.
Note: Hughes, Pam Loans with Citizens have a monthly payment. Current payments
were made, late a few times on one.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Regarding reserve account to pay off loans. Is there reserve
account for depreciation---yes. Need to tap into funds in
depreciation account in January 2016.

Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam
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1:57:11 PM

1:57:47 PM

1:58:52 PM

1:59:47 PM

2:01:21 PM

2:02:03 PM

2:03:06 PM

2:04:06 PM

2:05:19 PM

2:05:45 PM

2:07:16 PM

2:09:08 PM

2:10:39 PM

2:12:58 PM

2:14:28 PM

Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Payment due in Aug 2016 from the sinking reserve account. No
money left in depreciation account.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Regarding tapping existing reserve accounts, anything else being
done to meet current expenses. Payments made right on time or
late.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Jan. 2017 amount of total debt service payment was 165,000.00
How much from the loan was used, 60,000.00
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Interest and principle in another 3 months. Have only 25,000 in
sinking reserve account. 149,989.43 is what they need to make Feb
2018 payment.
Interest payment for August 2017, funds were taken from the
sinking reserve account.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Regarding new rates being in effect today, will not give them
enough money to pay all loans and expenses.
Atty Wuetcher direct exam of Witness Miller
Note: Hughes, Pam Her warnings that these payments were coming due, no
recommnedations on how to make it.
Did she give any recommendations how to proceed with how to
make payments coming up.
Atty Koenig exam of Witness Miller
Note: Hughes, Pam PHDR water loss reports 2016 and 2017 calendar years.
PSC exhibit 1
Note: Hughes, Pam
PSC exhibit 2
Note: Hughes, Pam Estill WD Accounts and Notes Receivable -- Net
Atty Koenig exam of Witness Miller
Note: Hughes, Pam PSC exhibit 1 - exhibit B, 1 of 3
Note: Hughes, Pam Referring to PSC exhibit 1. Has this been viewed by their auditor
Atty Koenig exam of Witness Miller
Note: Hughes, Pam PSC exhibit 2 - Accounts and Notes Receivable- Net Balance
sheet filed on Oct 12th not been updated because the auditor does
this.
Atty Koenig exam of Witness Miller
Note: Hughes, Pam PSC exhibit 1 - Balance sheet- subject to check 9%
Note: Hughes, Pam Witness does not do adjustments to these.
Atty Koenig exam of Witness Miller
Note: Hughes, Pam PSC exhibit 1 - explain accounts General and Revenue. Checks
have not been put in the bank yet.
142, other accounts receiveable. She can't break this down but can
give her more detail later. PHDR
Atty Koenig exam of Witness Miller
Note: Hughes, Pam 2014-2015 same category. Dollar amounts for those years. Why?
PHDR
Note: Hughes, Pam PSC exhibit 2 - 2010-2013 -other customer bad debts.
Atty Koenig exam of Witness Miller
Note: Hughes, Pam Referring to when meters are read and when customers bills are
issued.
How long do they have to pay. The 10th before late fee is applied,
disconnects go out on the 15th and disconnected on 21st of month..

Note: Hughes, Pam

Note: Hughes, Pam

Estill Co WD 1 Profit and Loss Jan - Aug 2017.

Note: Hughes, Pam

Note: Hughes, Pam
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2:15:45 PM

2:16:38 PM

2:18:16 PM

2:20:50 PM

2:22:12 PM

2:23:22 PM

2:24:02 PM

2:28:04 PM
2:28:17 PM
2:28:29 PM
2:28:45 PM

2:30:43 PM

2:31:00 PM

2:32:29 PM

2:33:16 PM

2:35:15 PM

2:38:49 PM

Atty Koenig exam of Witness Miller

Note: Hughes, Pam

VC exam of Witness Miller
Note: Hughes, Pam

Note: Hughes, Pam

VC exam of Witness Miller
Note: Hughes, Pam

Note: Hughes, Pam

VC exam of Witness Miller
Note: Hughes, Pam
Note: Hughes, Pam

VC exam of Witness Miller
Note: Hughes, Pam

VC exam of Witness Miller
Note: Hughes, Pam
VC exam of Witness Miller
Note: Hughes, Pam

Witness excused

All exhibits filed into evidence

Average amount of time from reading meter and cutoff. 2 full
months behind before disconnected. Late fee is 10%

Educational background. Keeps the books for the District, on the
job experience at Estill Co District.
Regarding providing reports to Commissioner's and any

‘recommendations she makes to them.

Regarding Analysis of balance sheet. 2 months of receiveables.
How long does customer have to pay there bill by the 10th of the
month. She can't explain.

CPA does the books. Wants a PHDR on the fionancial 2 months but
10 day window

CPA look at books how often. Looks at annually.
Regarding the Phase 10 project

Regarding the Balance of sinking acount at start of first loan. PHDR
for balance at each year loan was given.

Cancer insurance withheld- employees that pay AFLAC
Regarding liabilites exceeding asssets by 35%. The auditor (CPA)

doesn't come in as he is independent. Who does end of year
entries in books.

Witness Richardson called to the stand.
Atty Wuetcher direct exam of Witness Richardson

Note: Hughes, Pam

Note: Hughes, Pam

Dwight Richardson - Field Superintendent of Estill No 1 - operations
manager
Prior employment and position

Atty Wuetcher direct exam of Witness Richardson

Note: Hughes, Pam

Regarding certificates or Licenses.

Atty Wuetcher direct exam of Witness Richardson

Note: Hughes, Pam

Describe the Estill Co WD 1 distribution system

Atty Wuetcher direct exam of Witness Richardson

Note: Hughes, Pam
Estill WD exhibit 7
Note: Hughes, Pam

Regarding line loss problem magnitude.

Prepared by Witness Richardson - line loss from 2004 thru 2016.
Sold, Purchased, Loss. 2006-07 installed 2700new meters. 2008
1000 meters installed, 2014 Phase 10 Rehab old lines.

Atty Wuetcher direct exam of Witness Richardson

Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam

How old is the system - 40 years old and pipe is PVC but several
thousand feet replaced in 2014 that had been installed in 1964. %
is less than 10 years old is less tha 15 %

2013 large increase explanation. 2014 was due to contractors
hitting mains when doing work.

Regarding since 2004 loss has been increasing

Atty Wuetcher direct exam of Witness Richardson

Note: Hughes, Pam

Note: Hughes, Pam

Regarding as to why he thinks it wasn't successful. Older pipes
can't take the pressure.
Regarding expectation of phase 10 would resolve most of line loss.
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2:41:02 PM

2:43:28 PM

2:45:32 PM

2:46:36 PM

2:48:05 PM

2:49:46 PM

2:50:38 PM

2:50:54 PM

2:51:58 PM

2:52:26 PM

2:54:35 PM

2:55:44 PM

2:57:52 PM

2:59:00 PM

3:02:00 PM

Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding testing tanks.
Note: Hughes, Pam Regarding program to detect leaks and water loss. Steps that he
has taken to find and fix the leaks.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam How recent was Census brought in to test meters. May 2017.
What else has he done.
Note: Hughes, Pam Regarding the meters being a problem and testing.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding Check valves and what they are.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding the river crossing and explanation as to where the
master meter is. Age of master meter only 10 years old and tested
yearly.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding the Line going under the Ky. River and concerns and
what he did.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding policy for testing master meters. Results were all good
except one and that has been replaced.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding residential meters for accuracy
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding illegal or non-meter connections. What they have done
to keep this from happening.
Atty Wuetcher direct exam of Witness Richardson ,
Note: Hughes, Pam Regarding Phase 10 project being line loss effort.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding Isolation valves used by the District and explain how it is
used to detect leaks.
Note: Hughes, Pam Preferable frequency to do the sections. Need 2 more employees
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding meters being replaced in 2007 and 2008, test every 10
years. Most of time they replace, test is done outside the District.
Atty Wuetcher direct exam of Witness Richardson .
Note: Hughes, Pam Regarding the ones placed 10 years ago and issues he will have.
Regarding any plans on replacing the meters.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding things he has already done to determine leaks. Since
June 2015 fixed 230 leaks,
Estill WD 1 Exhibit 8
Note: Hughes, Pam Prepared by Witness Richardson. June 2015- Sept 2017 estmated
gallons of water loss. Based on how KRWA showed them to
estimate loss.

Fewer leaks in 2017, because losing one employee to go out an
find leaks.

Note: Hughes, Pam

Estill CO WD 1 exhibit 9
Note: Hughes, Pam Water loss information- amount they have spent from 2014-2017 on

leak repairs. Prepared by Witness Richardson. Total is $

1,821,394.40

Regarding they need more equipment to fix leaks. New detection

tools needed.

Note: Hughes, Pam
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3:05:58 PM

3:07:25 PM

3:08:09 PM

3:08:51 PM

3:09:39 PM

3:12:08 PM

3:13:12 PM

3:14:49 PM

3:18:37 PM

3:19:50 PM

3:21:47 PM

3:24:31 PM

3:25:29 PM

3:31:16 PM

3:33:08 PM

3:33:41 PM

Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding what he thinks still needs to be done to address line loss
problem. Replacing old lines, getting more employees, meter the
creek lines and dead end lines.
Atty Wuetcher direct exam of Witness Richardson
‘Note: Hughes, Pam Regarding the Surcharge money
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding anything else to say in efforts to fix line water loss.
Witness makes statement.
Atty Wuetcher direct exam of Witness Richardson
Note: Hughes, Pam Regarding him attending monthly Board meetings and he provides
the water loss report and has leak repair reports.
Atty Koenig cross exam of Witness Richardson
Note: Hughes, Pam Hands out PSC exhibit 3 - Estill CO WD 1- Response to PSC
concerning the deficiencies that were identified. Signed by Dwight
Richardson
Note: Hughes, Pam Regarding them having yearly inspection
Atty Koenig cross exam of Witness Richardson
Note: Hughes, Pam PSC exhibit 3- states he thinks 2 employees full-time for water loss
monitoring.
Atty Koenig cross exam of Witness Richardson
Note: Hughes, Pam Witness is not a member of the Board. Field Superintendent is the
same as Opertions manager.
Note: Hughes, Pam Regarding zones in the system.
Atty Koenig cross exam of Witness Richardson
Note: Hughes, Pam Who helped locate the leaks- employees and sometimes customers
find them.
Regarding Estill exhibit 9. Explanation of what all the costs are for.
No labor was added into this.
Atty Koenig cross exam of Witness Richardson
Note: Hughes, Pam Phase 10 project was installing new lines. Decision made by himself
as to where the line leaks were repaired.
Atty Koenig cross exam of Witness Richardson
Note: Hughes, Pam Regarding monitoring the progress of water loss surcharge.
Note: Hughes, Pam Regarding the money that has helped line loss and the problems it
also caused.
VC cross exam of Witness Richardson
Note: Hughes, Pam Regarding the routine to look for leaks.
VC cross exam of Witness Richardson
Note: Hughes, Pam How far from one meter to the next to find leaks.
VC cross exam of Witness Richardson
Note: Hughes, Pam Regarding list of leaks. Estill WD exhibit 9- 1800.00 a month on
materials estimate.
Regarding letter he responded to, to the deficiency letter from the
Commission. Small percentage of system has been worked on.
Regarding Estill WD Exhibit 7.
Atty Wuetcher hands out Estill WD exhibit 10
Note: Hughes, Pam Shows: Year - Customers-Gallons Sold- Average Usage
VC cross exam of Witness Richardson
Note: Hughes, Pam Regarding Estill WD exhibit 10 and the difference in customers base
going up but sales are down.
VC cross exam of Witness Richardson
Note: Hughes, Pam 271,000 is dollars lost. 15% is the benchmark but some go below
that.

Note: Hughes, Pam

Note: Hughes, Pam
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3:35:41 PM

3:37:08 PM

3:38:11 PM

3:39:43 PM

3:42:51 PM

3:44:23 PM

3:45:56 PM

3:47:02 PM

3:48:41 PM
3:48:49 PM
3:59:45 PM
3:59:53 PM

4:01:27 PM

4:03:34 PM

4:04:43 PM

4:10:01 PM

4:10:32 PM

Chairman cross exam of Witness Richardson
Note: Hughes, Pam Regarding what Bell Engineering has done for Estill WD 1 in last
couple of years.
Chairman cross exam of Witness Richardson
Note: Hughes, Pam Regarding seeking a surcharge that proceeds would go for finding
and repairing leaks. Would like a plan from a competent
Engineering firm, approximate costs and how long it would take.
Chairman cross exam of Witness Richardson
Note: Hughes, Pam Regarding 2015-2016 and 2017. Have there been new lines
installed. Most in 2014.
Increased pressure on parts of the line and causing leaks in other
sections of the system.
Chairman cross exam of Witness Richardson
Note: Hughes, Pam Pressures varied from 40 Ibs to 375 Ibs, what is optimal pressure.
He states no more than 90 Ibs. of pressure would be his
Defective valves causing some of the leaks. Inside pump houses
and replaced or repaired all of those. Ongoing inspecting and
replacing valves as needed.
Policy to periodically inspect water valves in its system. Last time
exercised the valves was in 2015.
Chairman cross exam of Witness Richardson
Note: Hughes, Pam Estill WD exhibit 8- Utilized some method by KRWA. How was
gallon loss estimated.
Atty Wuetcher re exam of Witness Richardson
Note: Hughes, Pam Regarding major cost for water loss detection leak programs. Is it
parts replacement or labor in finding the leak. Labor is big expense.
Atty Wuetcher re- cross exam of Witness Richardson
Note: Hughes, Pam Estill WD 11 - the Periodic Water Inspection letter dated 9-5-17
Atty Koenig to Witness Richardson
Note: Hughes, Pam
Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam

Note: Hughes, Pam

Separate plan for surcharge??
Current plan on water loss reduction and when prepared. Witness
and KRWA prepared.
Break
Session Paused
Session Resumed
Witness Bowman called to the stand
Note: Hughes, Pam Robert Bowman. P.E. at Bell Engineering. Prior work positions
and educational background. Licensed engineer.
Atty Wuetcher direct exam of Witness Bowman
Note: Hughes, Pam Regarding how long he has worked with Estill Co WD 1 and what
his involvement has been.
Atty Wuetcher direct exam of Witness Bowman
Note: Hughes, Pam Complete meter replacement project and what that involves.
Note: Hughes, Pam Anything to add to Mr. Richardsons testimony to address water line
loss problem.
Atty Wuetcher direct exam of Witness Bowman
Note: Hughes, Pam Regarding additional steps the District can take and what he
recommends with 122,000 annually.
Note: Hughes, Pam Regarding mapping system and line loss.
Note: Hughes, Pam Regarding a Hydrolic model.
Atty Wuetcher direct exam of Witness Bowman
Note: Hughes, Pam Project development costs estimate
Atty Wuetcher direct exam of Witness Bowman
Note: Hughes, Pam Regarding back to the 122,000
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4:10:53 PM

4:11:59 PM

4:14:13 PM

4:16:08 PM

4:18:17 PM

4:19:19 PM

4:21:09 PM

4:23:47 PM

4:25:50 PM

4:26:49 PM

4:28:23 PM
4:28:31 PM

4:30:09 PM

4:31:32 PM
4:31:40 PM
10:45:47 AM

Atty Wuetcher direct exam of Witness Bowman
Note: Hughes, Pam Regarding in his opinion other actions the district can take.
Atty Wuetcher direct exam of Witness Bowman
Note: Hughes, Pam Suggestions to the Commission concerning what Estill WD can do to
reduce water loss.
Regarding what Estill has done with the resources they have
concerning leak detection.
Atty Wuetcher direct exam of Witness Bowman
Note: Hughes, Pam- Regarding the Emergency Regional Interconnect project.
Atty Koenig cross exam of Witness Bowman
Note: Hughes, Pam Regarding how long it will take to fix the leaks, mapping, modeling,
project dev., hydrolic, etc.
Atty Koenig cross exam of Witness Bowman
Note: Hughes, Pam Regarding any Insight as to why they are in the situation they are
in. He believes age of the system, metering issue, some theft.
VC cross exam of Witness Bowman
Note: Hughes, Pam Regarding the meter replacement program.
Note: Hughes, Pam Indication that meters are part of the problem. Part of it but not
sole contributor. Not the priority project
VC cross exam of Witness Bowman
Note: Hughes, Pam Regarding the 122,000 not making a big differnece. If Witness had
to estimate what does he think. 50 to 75,000 for mapping and
modeling. No way to give an accurate estimate on total.
VC cross exam of Witness Bowman
Note: Hughes, Pam Regarding being familiar with any water systems that consolidate
with others. Does he think this is a viable decision in his
professional opinion. He states he doesn't know enough about
some issues. Infrastructure wise?
Chairman cross exam of Witness Bowman
Note: Hughes, Pam Regarding this system being a failing enterprise.
Atty Wuetcher re duurct of Witness Bowman
Note: Hughes, Pam Assuming program in place for line loss. Where does he see this as
being progress for the WD. Any stabilzation of the system would be
progress.

Note: Hughes, Pam

Witness Bowman excused
PHDR

Note: Hughes, Pam

Note: Hughes, Pam
Chairman Schmitt

Note: Hughes, Pam

Nov 8th to get out, response due in 2 weeks.
Order will go out for rates to be in effect immediately.

Chairman questions Mr. Eddie Beavers from the FA division on how
long it would take for rates to be calculated.

Adjourned

Session Paused

Session Ended
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- Av ! Exhibit List Report 2017-00176_1NOV2017
J . Estill County WD 1

Judge: Bob Cicero; Talina Mathews; Michael Schmitt
Witness: Jerry Arnold; William Beard; Alan Bowman; Audria Miller; Dwight RIchardson; Greg Wright

Clerk: Pam Hughes
Name:

Description:

Estill Co WD 1 Exhibit 01
Estill Co WD 1 Exhibit 02
Estill Co WD 1 Exhibit 03
Estill Co WD 1 Exhibit 04
Estill CO WD 1 Exhibit 05
Estill Co WD 1 Exhibit 06
Estill Co WD 1 Exhibit 10
Estill Co WD 1 Exhibit 7

Estill Co WD 1 Exhibit 8

Estill Co WD 1 Exhibit 9
Estill CO WD Exhibit 11

PSC Exhibit 01
PSC Exhibit 02
PSC Exhibit 03

Amortization Schedule and other Loan documents dated 10-31-2013.

Minutes of the Board meeting of WD dated October 31, 2013.

Amortization Schedule and other loan documents dated 1-29-15

Minutes of meeting of Board dated January 18, 2015

Amortization Schedule and other loan documents dated 1-24-17

Estill WD 1 Immediate Actions to Improve Water District's Financial Position. List is 1-9
Table showing Years, Customers, Gallons sold and Average useage. 1193-2016
Prepared by Witness Richardson - Date - Sold - Purchased - Loss of water 2004-2016

Prepared by Witness Richardson - A. Leaks B. Repairs and C. Estimated Gal. Loss
totals for 2015, 2016 and 2017

Water Loss Information - Grand total $1,821,394.40

Letter dated Sept. 5, 2017 to Dwight Richardson from the PSC concerning the
deficiencies found during inspection.

Estill Co WD 1 Profit and Loss - January through August 2017.
Estill County WD 1 - Accounts and Notes Receivable - Net Jan 2015 - Dec. 2015

Letter to Executive Director drom Dwight Richardson concerning deficiencies. Dated
October 3, 2017.
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PSC

Exhibit__3-
9:45 AM Estill County Water District #1
101117 Profit & Loss

January through August 2017

Accrual Basis

EXHIBIT A
Page 1 of 3

Ordinary Income/Expense
Income
474 - OTHER WATER REVENUES
474-3 - UTILITY TAX/COMMERICAL
474-1 - UTILITY TAX/RESIDENTIAL

Total 474 - OTHER WATER REVENUES

471 - MISC. SERVICE REVENUE
471-5 - RETURNED CHECK FEE
471-4 - DISCONNECT/RECONNECT FEE
471-3 - MISC. INCOME

Total 471 - MISC. SERVICE REVENUE

470 - PENALTIES
470-2 - PENALTIES

Total 470 - PENALTIES

462 - FIRE PROTECTION REVENUE
462-2 - FIRE PROTECTION-PRIVATE
462-1 - FIRE PROTECTION-PUBLIC

Total 462 - FIRE PROTECTION REVENUE

461 - METERED WATER REVENUE
461-2 - METERED SALES/COMMERCIAL
461-1 - METERED SALES/RESIDENTIAL

Total 461 - METERED WATER REVENUE
Total Income

Cost of Goods Sold
610-1 - PURCHASED WATER

Total COGS
Gross Profit

Expense
6114 - UTILITIES/SEWER
604-1 - HEALTH REIMBURSEMENT ACCOUNT
623-6 - SMALL TOOLS/MAINT
620-9 - OFFICE/ BREAKROOM SUPPLIES
640-6 - UNIFORMS-MAINT.
640-8 - UNIFORMS-AD&G
640-7 - UNIFORMS-CUST SERV.
999 - ASK THE ACCOUNTANT
671 - CREDIT CARD REIMBURSEMENT
655-2 - TAXES-UTILITY
655-1 - TAXES-SALES
671-9 - C/C PROCESSING FEES
675-8 - MISC. EXPENSE/AD&G
675-6 - MISC. EXPENSE/MAINTENANCE
675-5 - MISC. EXPENSE/OPERATIONS
671-8 - BANK FEES
660-8 - ADVERTISING EXPENSE/AD&G
659-8 - INSURANCE/BONDS
658-8 - WORKMANS COMP
657-8 - INSURANCE GEN LIAB/AD&G
650-6 - TRANSPORTATION EXP/MAINTENANCE
650-5 - TRANSPORTATION EXP/OPERATIONS
635-8 - CONT SERVICE OTHER/AD&G
635-6 - CONT SERVICE/SUPPORT
635-5 - CONT SERVICE OTHER/OPERATIONS
634-8 - CONT SERVICE LAB/AD&G
633-8 - CONT SERVICE LEGAL/AD&G

Jan - Aug 17

2982177
26,927.65

29,849.42

315.00
12,275.00
930.06

13,520.06

24,206.93
24,206.93

1,921.50
329.00

2,250.50

75,600.51
929,107.53

1,004,708.04
1,074,534.95

475,835.17
475,835.17
598,699.78

169.61
5,117.16
3,352.08

208.69
1,413.13

351.30

670.46
9,930.82

0.00
23,155.64
4,564 .82

112.00
3,552.52
3,737.83

396.82
4,871.04

468.00

407.20
3,917.34

12,000.00
12,014.03
2,892.68
50.00
18,280.05
1,779.44
2,343.50
6,611.25
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9:45 AM

101117
Accrual Basis

Estill County Water District #1

Profit & Loss
January through August 2017

EXHIBIT A
Page 2 of 3

632-8 -
621-8 -
620-7 -
620-6 -
620-5 -
615-5 -
611-3 -
611-2 -
6111 -
604-8 -
604-7 -
604-6 -
603-8 -
601-8 -

601-7

CONT SERVICE ACCOUNTING/AD&G
POSTAGE

MATERIALS & SUPPLIES/CUST. SERV
MATERIALS & SUPPLIES/MAINT.
MATERIALS & SUPPLIES/OPERATIONS
PURCHASED POWER/OPERATIONS
UTILITIES/TRASH
UTILITIES/ITELEPHONE
UTILITIES/INTERNET

EMPLOYEE PEN & BEN/AD & G
EMPLOYEE PEN & BEN/CUST SERVICE
EMPLOYEE PEN & BEN/MAINTENANCE
SALARY & WAGES/OFFICERS

SALARY & WAGES/AD & G

* SALARY & WAGES/CUST. SERVICE
6016 -
66000 -

SALARY & WAGES/MAINTENANCE
Payroll Expenses

Total Expense

Net Ordinary Income

Other Income/Expense
Other Income
419 - INTEREST & DIVIDEND INCOME

Total Other Income

Other Expense
427-2 - INT ON LONG TERM DEBT/'15 CGB
427-1 - INT ON LONG TERM DEBT/'13 CGB
403 - DEPRECIATION EXPENSES
427-5 - INTEREST EXPENSE/84 REGIONS
428 - AMORT. OF DEBT EXPENSE
427-8 - INTEREST EXP./CUSTOMER DEPOSIT
427-3 - INT. ON LONG TERM DEBT/USDA-RD
427-6 - INT. ON LONG TERM DEBT/BERKADIA

Total Other Expense

Net Other Income

Net Income

Jan - Aug 17

13.75
13,814.47
412.24
26,352.99
9,835.65
50,656.54
150.00
3,559.02
425.70
21,625.84
28,685.11
77,571.41
12,000.00
28,172.16
34,887.32
107,565.73
0.00

538,095.34
60,604 .44

68.02
68.02

1,709.85
2,000.68
236,864.64
4,549.00
450.00
323.36
145,709.06
1,600.00

393,206.59
-393,138.57
-332,534.13

Page 2



EXHIBIT A

9:38 AM Estill County Water District #1 Page 3 of 3
101117 Account QuickReport
Accrual Basis January through October 2017
Type Date Num Name Memo Split Amount
999 - ASK THE ACCOUNTANT

Bill 02/28/2017 2/28/2... RAYMOND JONES ... OVERPAYME.. 231-ACCOU... 118.09

Check 02/28/2017 1753 CITIZEN'S GUARA... 1009834824597 131-3- CASH |... 1,419.97

Check 03/30/2017 1755 CITIZEN'S GUARA...  LOAN #24597  131-3- CASH ... 1,419.97

Check 03/30/2017 1756 CITIZEN'S GUARA...  LOAN#24597  131-3- CASH |... 1,352.35

Bill 03/31/2017 318 AMBER HUGHES OVERPAYME... 231-ACCOU... 22.71

Check 04/28/2017 DEPOSIT CORREC... DEPOSITCO.. 131-3-CASH I.., 4.00

Bill 04/30/2017 10103... LOGAN GRIFFIN OVERPAYME... 231-ACCOU... 110.88

Check 05/11/2017 DEPOSIT CORREC... 131-3 - CASH I... 0.40

Check 05/31/2017 1761 CITIZEN'S GUARA... 1009834824597 131-3- CASH I... 1,352.35

Check 06/08/2017 DEPOSIT CORREC... DEPOSIT CO... 131-3-CASH ... 1.00

Deposit 06/12/2017 DEPOSIT CORREC... DEPOSIT CO... 131-3- CASH I... -2.95

Deposit 06/15/2017 DEPOSIT CORREC... DEPOSIT CO... 131-3-CASH I... -0.70

Check 06/22/2017 DEPOSIT CORREC... DEPOSIT CO... 131-3- CASH I... 0.22

Check 06/30/2017 1764 CITIZEN'S GUARA... 1009834824597 131-3 - CASH I... 1,352.35

Check 07/11/2017 DEPOSIT CORREC... DEPOSIT CO... 131-3- CASH I... 0.08

Check 07/31/2017 1768 CITIZEN'S GUARA... 10098348 245... 131-3 - CASH I... 1,419.97

Check 08/11/2017 DEPOSIT CORREC... DEPOSITCO... 131-3- CASH I... 7.78

Check 08/31/2017 1773 CITIZEN'S GUARA... 1009834824597 131-3- CASH |... 1,352.35

General ...  09/30/2017 o178 TO RECLASS... 220-3-'17CG... -9,669.31

Total 999 - ASK THE ACCOUNTANT 261.51

TOTAL 261.51

Page 1



1:24 PM

10110117
Accrual Basis

Estill County Water District #1

Balance Sheet
As of August 31, 2017

EXHIBIT B
Page 1 OF 3

ASSETS
Current Assets

Checking/Savings
135 - TEMPORARY CASH INVESTMENTS
135-7 - 2006 SINKING RESERVE/USDA-RD
135-6 - 2002(84) SINKING/REGIONS
135-3 - 91/96/98 SINKING/USDA-RD

Total 135 - TEMPORARY CASH INVESTMENTS
131 - CASH

1317 -
131-2 -
131-3 -
1311 -

CASH IN BANK/CUSTOMER SECURITY
CASH IN BANK/GENERAL

CASH IN BANK/REVENUE

CASH ON HAND

Total 131 - CASH
Total Checking/Savings

Accounts Receivable
141 - ACCOUNTS RECEIVABLE
141-1 - UNBILLED RECEIVABLES
142 - OTHER ACCOUNTS RECEIVABLE
143 - RETURNED CHECK
144 - ALLOW FOR DOUBTFUL ACCOUNTS
145 - ACCOUNTS RECEIVABLE SEWER

Total Accounts Receivable
Total Current Assets

Other Assets

180 - BOND ISSUE COST

340 - OFFICE FURNITURE AND EQUIPMENT

347 - MISCELLANEOUS EQUIPMENT

346 - COMMUNICATION EQUIPMENT

343 - TOOLS, SHOP, & GARAGE EQUIPMENT

341 - TRANSPORTATION EQUIPMENT

334-1 - METERS INSTALLED

334 - METERS BOUGHT

331 - TRANSMIS. & DISTRIBUTION MAINS

330 - DISTRIBU. RESERV. & STAND PIPES

311 - PUMPING EQUIPMENT

304 - STRUCTURES & IMPROVEMENTS

303 - LAND & LAND RIGHTS

181 - UNAMORT, DEBT DIS. & EXPENSE

162 - PREPAYMENTS

151 - PLANT MATERIALS & SUPPLIES

105 - CONSTRUCTION IN PROGRESS
105-8 - IRVINE/CLAY CITY RELOCATE (KTC)
105-3 - CONST. IN PROGRESS-PHASE IX
105-7 - CONST. IN PROGRESS-PHASE 10
105 - CONSTRUCTION IN PROGRESS - Other

Total 105 - CONSTRUCTION IN PROGRESS
108 - ACCU. DEPR/PLANT IN SERVICE
Total Other Assets
TOTAL ASSETS

Aug 31, 17

25,039.72
17,952.86
43.85

43,036.43

72,427.32
-61,269.76
-36,688.89

807.21

-24,724.12
18,312.31

160,763.88
64,070.52
-118,119.37
1,096.08
-14,517.00
12,340.65

105,634.76
123,947.07

765.72
35,666.48
125,294 .87
12,062.73
16,027.17
158,783.27
1.099,653.20
148,938.70
9,529,098.28
1.351,262.51
320,824.78
443,226 .60
15,565.02
8,636.55
17,096.95
40,176.30

19,533.00
750.00
2,529,161.38
25,419.58

2,574,863.96
-7,289,784.64
8,608,158.45
8,732,105.52
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EXHIBIT B

1:24 PM Page 2 OF 3

10110117
Accrual Basis

Estill County Water District #1

Balance Sheet
As of August 31, 2017

Aug 31,17
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
232 - N/P CURRENT ISSUE
232-4 - N/P "91 ISSUE SERVICE A CURRENT 14,000.00
232-6 - N/P '"96 ISSUE CURRENT 11,000.00
232-9 - NP '06 ISSUE CURRENT 15,000.00
232-5 - N/P "91 ISSUE SERVICE B CURRENT 2,700.00
232-3 - N/P '64 ISSUE CURRENT 27,500.00
232-8 - N/P '98 ISSUE CURRENT 19,000.00
232-1 - N/P 2002 (84) ISSUE CURRENT 15,000.00
Total 232 - N/P CURRENT ISSUE 104,200.00
231 - ACCOUNTS PAYABLE 18,220.91
Total Accounts Payable 122,420.91
Other Current Liabilities
239-6 - CANCER INSURANCE WITHHELD -127.58
239-9 - EMPLOYEE GARNISHMENTS -50.00
239-5 - HEALTH INSURANCE -44.37
271 - CONT. IN AID OF CONSTRUCTION 7,178,085.69
2394 - LIFE INSURANCE WITHHELD 6,478.86
239-3 - SHORT TERM DISABILITY WITHHELD -250.09
239-2 - ACCIDENTAL INSURANCE WITHHELD -91.02
239-1 - DENTAL WITHHELD 372.70
239 - RETIREMENT WITHHELD -1,408.79
238 - COMPENSATED ABSENCES 2,545 84
237 - INTEREST ACCRUED 272,956.15
236 - TAXES ACCRUED 583.27
235 - CUSTOMER DEPOSITS 7281458
24000 - Payroll Liabilities 1,493.69
Total Other Current Liabilities 7,533,358.93
Total Current Liabilities 7,655,779.84
Long Term Liabilities
220-3 - '17 CGB LOAN 110,000.00
220-2 - 15 CGB LOAN 72,222.14
220-1 -"13 CGB LOAN 108,859.05
221 - BONDS
22110 - N/P 14 ISSUE 1,603,807.82
221-9 - N/P '06 ISSUE 780,762.51
221-8 - N/P '98 ISSUE 709,642.50
2216  N/P 96 ISSUE 335,653.75
221-5 - N/P '91 ISSUE SER B 56,480.00
221-4 - N/P '91 ISSUE SER A 287,125.00
221-2 - N/P ‘76 ISSUE 20,000.00
221-1 - N/P 2002 (84) ISSUE 46,635.75
Total 221 - BONDS 3,840,107.33
Total Long Term Liabilities 4,132,188.52

Total Liabilities 11,787,968.36

Page 2



EXHIBIT B

1:24 PM Estill County Water District #1 Page 3 OF 3
1010117 Balance Sheet
Accrual Basis As of August 31, 2017
Aug 31, 17
Equity
32000 - Unrestricted Net Assets -1,765,429.62
215 - UNAPPROPRIATED RETAINED EARNING 2,222,779.85
214 - APPROPRIATED RETAINED EARNINGS 66,025.53
210 - CAPITAL SURPLUS 91,943.37
30000 - Opening Balance Equity -3,338,647.84
Net Income -332,534.13
Total Equity -3,055,862.84
TOTAL LIABILITIES & EQUITY 8,732,105.52

Page 3



PSC
Exhibit 0?

21500 Estill County Water District #1 01/01/2015 - 12/31/2015
Accounts and Notes Receivable - Net (Accts 141-144) (Ref Page: 18)

Accounts and Notes Receivable

Other Accounts Receivable (142)

Total Other Accounts Receivable $0.00

Total Accounts and Notes Receivable $207,945.00

Balance First of Year $14,261.00

Provision for uncollectibles for current year $256.00

Other

g
g

Total Additions

||

g
8

Total Deductions

Total Accounts and Notes Receivable - Net $193,428.00

21112017 Page 36 of 71



21500 Estill County Water District #1 01/01/2014 - 12/31/2014
Accounts and Notes Receivable - Net (Accts 141-144) (Ref Page: 18)

AwountsandNousRaoaMble

Other Accounts Receivable (142)

Total Other Accounts Receivable

Total Accounts and Notes Receivable $204,495.00

Balance First of Year . $9,411.00

Pravismnfo;uneoﬂecubiesforwremyaar

Total Additions

Total Deductions
Total Accounts and Notes Receivable - Net $190,234.00

1012012017 Page 36 of 71



21500 Estill County Water District #1 01/01/2013 - 12/31/2013
Accounts and Notes Receivable - Net (Accts 141-144) (Ref Page: 18)

Accounts and Notes Receivable

Other Accounts Receivable (142)

Balance First of Year

Provision for uncollectibles for current year

||

Total Additions

Total Deductions $4,462.00

Total Accounts and Notes Receivable - Net $194,497.00

4/9/2015 Page 36 of 71



21500 Estill County Water District #1 01/01/2012 - 12/31/2012
Accounts and Notes Receivable - Net (Accts ‘l41-144) (Ref Page: 18)

Accounts and Notes Receivable

Other Accounts Receivable (142)

Total Other Accounts Receivable

Total Accounts and Notes Receivable $182,802.00

Balance First of Year $10,054.00

Provision for uncollectibles for current year §13,239.00

|

Total Additions $13,239.00

||

Total Deductions $14,387.00

Total Accounts and Notes Receivable - Net $173,896.00

8/16/2013 Page 32 of 67



21500 Estill County Water District #1 01/01/2011 - 12/31/2011

Accounts and Notes Receivable - Net (Accts 141-144) (Ref Page: 18)

Accounts and Notes Receivable
Other Accounts Receivable (142)

Total Other Accounts Receivable

Total Accounts and Notes Receivable $194,779.00

Balance First of Year

Provision for uncollectibles for current year $19,555.00

Other

$19,555.00

Total Deductions $13,765.00

Total Accounts and Notes Receivable - Net $184,725.00

7/16/2013 Page 32 of 67



21500 Estill County Water District #1 01/01/2010 - 12/31/2010

Accounts and Notes Receivable - Net (Accts 141-144) (Ref Page: 18)

Accounts and Notes Receivable

Other Accounts Receivable (142)

Total Other Accounts Reeo!vabie

Total Accounts and Notes Receivable $197,699.00

Balance Firsi of Year $3,950.00

Provision for uncollectibles for current year $13,737.00

$13,737.00

Total Deductions $13,423.00

Total Accounts and Notes Receivable - Net $193,435.00

7/16/2013 Page 32 of 67



PSC Staff

Exhibit 2
Estill County Water District No. 1
76 Cedar Grove Rd. 0CT 03 2017
Irvine, Kentucky 40336-7607 -
Phone: . (606) 723-3795 PUBLIC SERVICE

Fax: (606) 726-9083 COMMISSION

Greg Wright ~ Jerry Amold William Beard

Chairman Secretary Treasurer

October 3, 2017

Executive Director

Public Service Commission
P.O, Box 615

Frankfort, KY 40602-0615

Re: 2017 Periodic Water Inspection

We offer the following in response to the deficiencies found duﬂng a periodic inspection of the
Estill County Water District’s water system on August 17, 2017.

The deficiencies were identified as follows:

1. Estill County Water District is failing to operate its facilities so as to provide
adequate and safe service to its customers as required by 807 KAR 5:066,
Section 7, due to water loss exceeding 15 percent.

The deficiency occurred due to the Estill County Water Districts ongoing water loss
issues. The District is acutely aware of our water loss problem and we have taken water loss
very serious for the past few years, in which time the District has worked closely with Kentucky
Rural Water Association as well as our engineers and we have determined that several issues
have factored in to the water loss problem making it a very hard issue to solve.

The first problem is the aging infrastructure. The District currently maintains and
operates ten water storage tanks, ten booster pump stations, and 450 miles of water
distribution lines. Some of the system has been in service since the 1960’s, when the District
was formed. One of'the priorities of the District’s Commission and Management team has
been, and it continues to be, upgrading its aging infrastructure. In 2014 the District
rehabilitated 35,350 feet of old ductile iron water mains and built two new booster pumps
station that replaced an old booster pump station that was a continuous source of water Jeaks.
While these repairs did remedy the problems in the areas of rehabilitation, they also created
higher pressure in other areas, therefore creating more water leaks. These new problem areas
are now being looked at by the District for rehabilitation.



Also adding to the ongoing water loss issue is the loss of manpower within the District.
Since 2007 the District has lost 3 maintenance employees that, due to financial constraints, we
have not replaced. This reduction in manpower has directly affected our ability to monitor 6
water loss because with a water district of our size, and in our region, water loss monitoring
requires the attention of 2 employees an a full-time basis. The District has currently applied to
the Kentucky Public Service Commission for a rate increase, once the rate increase is approved
the District intends to hire a full-time employee that will be dedicated solely to water loss
reduction.

While we are aware that our water lass percentages do not reflect our commitment to this
issue we want to convey that we have been, and continue to take water loss very serious and
we will continue in our efforts to meet the Kentucky Public Service Commission’s water lass
standards. ;

If there are any questions, please feel free to contact me.

Thank yo

Ll

Dwight Richardson
Operational Manager i



—lovants
Exhibit

AMORTIZATION SCHEDULE

Principal Loan Date Masturity Loan No Caill / Coll Account - |Officer | Initials
$200,305.00 1{10-31-2013 [10-30-2017 88196 ] 10098348 SiLC
Hlluulcuhv-bummwmluLmsmuivwdbmlmNmul.lvnlmwmtwwm of item,
Any item sbove containing ** " ** has been omitted due to texi length Emitations.
Borrower:  Estll Co Water District #1 Lender: Citizens Guaranty Bank [
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7887 25 River Drive
P.0. Box 630 |
Irvine, KY 40336-0630
{606) 723-2138 |
Disbx Dats: Octlober 31, 2013 Repayment Schedule: Balicon
intarest Rete: 3.850 Calculation Mathod: 365/365 U.S. Rule
Payment Payment Paymenmt Intsrest Principal Remaining
Numbser Date Amount Paid Paid Batance
1 11-30-2013 2,427.34 633.84 1,793.50 196,511.50
2 12-30-2013 2427.34 628.17 1.789.17 196,712.33
2013 TOTALS 4.854.88 1.262.01 3.592.67
3 01-30-2014 2,427.34 643.22 1,784.12 194,9268.21
4 02-28-2014 2427.34 596.27 1,831.07 183,087.14
5 03-30-2014 2,427.34 611,03 1,816.31 181,280.83
6 04-30-2014 2,427.34 B26.46 1,801.88 188,476.95
7 06-30-2014 2,427.34 599.58 1,827.76 187,651.19
B 06-30-2014 2,427.34 613.59 1.813.76 1B5,837.44
] 07-30-2014 242734 586.08 1.839.28 183,88B.16
10 08-30-2014 2,427.34 601.685 1,825.69 182,172.47
1" 09-30-2014 2427.34 595.68 1,831.68 180,340.81
12 10-30-2014 24271.34 §70.67 1,856.67 178.484.14
13 11-30-2014 2427.34 583.62 1,843.72 176.640.42
14 12-30-2014 2,427.34 E68.86 1.868.38 174,772.04
2014 TOTALS: 29.128.08 7.187.78 21,940.29
15 01-30-2015 2,427.34 §71.48 1.855.88 172,916.18 |
16 02-28-2015 2,427.34 528.93 1,888.41 171.,017.77
17 03-30-2015 2,427.34 54117 1.886.17 169,131.60 !
18 04:30-2016 2,427.34 6563.04 1.874.30 167,267.30
18 06-30-2016 2,427.34 629.27 1,898.07 1656,350.23 |
20 06-30-201% 2427.34 540,70 1,886.64 163,472.69
21 07-30-2016 2.427.34 §17.29 1,910.06 161,662.54
22 08-30-2018 242734 528.29 1,898.06 159,663.49
23 09-30-2015 2.427.34 522.08 1,906.26 167,768.23
24 10-30-2018 2,427.34 4591 1.8928.13 155,830.10
25 11-30-2015 2,427.34 509 .54 1.817.80 163,812.30
26 12-30-20156 2.427.34 487 .04 1.840.30 161,872.00
2075 TOTALS: 28.128.08 6.328.04 22,800.04
27 01-30-2018 242734 495.66 1.831.68 160,040.32
28 02-29-2018 2.427.34 47348 1.983.85 148,086.47
29 03-30-2018 2,427.34 467.32 1,960.02 146,126.45
30 04-30-2016 2,427.34 476.51 1,950.83 144,1756.62
n 05-30-2016 2,427.34 454 98 1.972.36 142,203.26
a2 06-30-2016 2,427.34 £463.71 1.963.63 140,230.63
33 07-30-201€ 242734 442,56 1.984.78 138,254.85
34 0B8-30-2016 2,427.34 450.84 1,976.50 136,278.38
35 09-30-2016 2,427.34 444 39 1,882.95 34,295.40
36 10-30-2016 2,427.34 423.80 2,003.64 132,291.86
37 11-30-2016 2,427.34 431.39 1.996.96 130,296.91
38 12-30-2016 2.427.34 411.18 2,016.16 128,279.78
2016 TOTALS: 29,128.08 5.4)5.83 23.692.26
38 01-30- 2017 2,427.34 418.38 2,007.96 126,271.79
40 02-28-2017 2,427.34 386.25 2,041.09 124,230.70
41 03-30-2017 2,427.34 393.11 2,034.23 122,186.47
42 04-30-2017 2,427.34 399.67 2,021.17 120,168.70
43 05-30-2017 2,427.34 380.26 2,047.08 118,121.62
4 ~086-30-2017 2,427.34 386.2¢ 2,041.70 116,080.52
45 07-30-2017 2,427.34 367.32 2,080.02 114,020.50
46 08-30- 2007 2,427.34 372.83 2,054.51 111,966.89
47 09-30-2017 2.427.34 366.11 2,061.23 109,804.76
48 10-30-2017 110,252.54 347.78 109,904.76 0.00
2017 TOTALS: 132,088.60 3.810.85 128.279.78
TOTALS: 224,337.852 24,032.52 200.305.00

NOTICE: This is sn estimated loan amortization schedule. Actual amounts may vary If payments are made on differsnt dates or in different
amounts.
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BEREE s ]

~~

S TILL COUNTY WATER DISTRICT = = Page: 1
V/’§2clining Balance Bmortization Schedule Run Date: 02/21/14
CITIZENS GUARANTY BANK

Principal: 200,305.00 Annual Interest Rate: 3.850

Term: 97 Payments Payments per Year: 12
Pmt . Date Date Payment Interest Principal Payoff
No. Due Paid Amount Expense Reduction Amournt
200,305.00
1 11/01/13 2,427.34 642 .65 1,784.69 198,520.31
2 12701713 2;427.3% 636.92- 1,790.42 156,729.89
Sub-total 4,854.68 1,279.5% 3;575.4% 196,725.89
3 01/01/14 2,427.34 631.18° 1,7986.16 194,933.73
4 02/01/14 2,427.34 625.41 1,801.93 193,131.80
5 03/01/14 2,427.34 619.63 1,807.71 191,324.09
6 04/01/14 2,427.34 613,83 1.018.51 189,510.58
7 05/01/14 2,427.34 608.01 1,812.33 187,69])1.25
8 06/01/14 2,427.34 602.18 1,825.16 185,866.09
9 07/01/14 2,427.34 596.32 1,831.02 184,035.07
10 08/01/14 2,427.34 590.45 1,836.89 182,198.18
11 09/01/14 2,427.34 584 .55 1,842.79 180,355.39%9
12 10/01/14 2,427 .34 578.64 1,848.70 178,506.69
13 11/01/14 2,427.34 5§72.71 1,854.63 176,652.06
14 12/01/14 2,427 .34 566.76 1,860.58 174,7%1.48
Sub-total 29,128.08 7,189.67 21,938.41 174,791.48
15 017031/1%8 2,427.34 560.79 1,866.55 172,924.93
16 02/01/15 2,427.34 554 .80 1,872.54 171,052,239
17 03/01/15 2,427.34 548.79%9 1,878.55 169,173.84
18 04/01/15 2,427.34 542.77 1,884.57 167,289.27
19 05/01/15 2,427.34 536.72 1,890.62 165,398.65
20 06/01/15 2,427.34 530.65 1,896.69 163,501.%6
21 07/01/15 2,427.34 524.57 1,902.77 161,599.19
22 08/01/15 2,427.34 518.46 1,508.88 159,690.31
23 09/01/15 2,427.34 512.34 1,915.00 157,775.31
24 10/01/15 2,427.34 506.20 1,921.14 155,854.17
25.31/01/15 2,427.34 500.03 1.,927.31 153,926.86
26 12/01/15 2,427.34 493.85 1,933.49 151, 993.37
Sub-total 295,128.08 6,329.97 22,798.31 151,993.37
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’ c“s TILL COUNTY WATER DISTRICT Page: 3
Declining Balance Amortization Schedule Run Date: 02/21/14
CITIZENS GUARANTY BANK
Principal: 200,305.00 Annual Interest Rate: 3.850
Term: 97 Payments Payments per Year: 12
Pmt. Date Date Payment Interest Principal Payoff
No. Due Paid Amount Expense Reduction Amount
63 01/01/19 2,427.34 250.56 2,176.78 75,920.58
64 02/01/19 2,427.34 243.58 2,183.76 73,736.82
65 03/01/19 2,427.34 236.57 2,190.77 71,546.05
66 04/01/19 2,427.34 229.54 2,197.80 69,348.25
67 05/01/19 2,427.34 222.49 2,204.85 67,143.40
68 06/01/19 2,427.34 215.42 2,211.92 64,931.48
€9 07/01/19 2,427.34 208.32 2,219.02 62,712.46
70 08/01/19 2,427.34 201.20 2,226.14 60,486.32
71 09/01/19 2,427.34 194.06 2,233.28 58,253.04
72 10/01/19 2,427.34 186.90 2,240.44 56,012.60
73 11/01/19 2,427.34 179.71 2,247.63 53,764.97
74 12/01/19 2,427.34 172.50 2,254.84 51,510.13
Sub-total 29,128.08 2,540.85 26,587.23 51,510.13
75 01/01/20 2,427.34 165.26 2,262.08 49,248.05
76 02/01/20 2,427.34 158.00 2,269.34 46,978.71
77 03/01/20 2,427.34 150.72 2.276.62 44,702,
78 04/01/20 2,427.34 143.42 2,283.92 42, e
79 05/01/20 2,427.34 136.09 2,291.25 g
80 83?31528 2,427.34 128.74 2,298.60 3% 548 33
2,427.34 121.37 2,305.97 35,522.35
syl s 2,427.34 113,97 2,313.37 33,208.98
s 2,427.34 106.55 2,320.79
84 10/01/20 2,427.34 99.10 ' gt
85 11/01/20 2,427,34 91.63 b 28,559.55
. 4 : 224,
86 12/01/20 _ 2.427.22 0e.14 2,343.20 23.881. 04
Sub-total —————e e il
29,128.08 1,498.99 27,629.09 23,881.04
87 01/01/2
B8 02501§21 i 3.427.34 76.62 2,350.72 21,530.32
89 03/01/21 — ,427.34 6€9.08 2,358.26 19,172.06
2,427.34 61.51 2,365.83 16,806.23
90 04/01/21 2,427.34 53.92 2,373.42 14,432.81
91 05/01/21 2,427.34 46.31 2,381.03 12,051.78
92 06/01/21 2,427.34 38.67 2,388.67 9,663.11
93 07/01/21 2,427.34 31.00 2,396.34 7,266.77
94 08/01/21 2,427.34 23.31 2,404.03 4,862.74
95 09/01/21 2,427.34 15.60 2,411.74 2,451.00
96 10/01/21 2,427.34 7.86 2,419.48 31.52
g7 11/01/21 31.62 0.10 31.52 0.00
Sub-total 24,305.02 423,98 23,881.04 0.00
Total 233,056.26 32,751.26 200,305.00 0.00
———




PROMISSORY NOTE

_$200,305.00 | 10-31-2013 {10-30-2017| 88196 | “ {10 DBy R

References in the boxes sbove are for Lender's use only and do not limit the applicability of this document 10 any particular loan or item.
Any item above containing "**** has been omitted due to text length limitati

Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.0. Box 630
Irvine, KY 40336-0630
(B06) 723-2139
Principal Amount: $200,305.00 Interest Rate: 3.850% Date of Note: October 31, 2013

PROMISE TO PAY. Estill Co Water District #1 ("Borrower”) promises to pay to Citizens Guaranty Bank ("Lender”), or order, in lawful money of
the U’niud States of America. the principal amount of Two Hundred Thousand Three Hundred Five & 00/100 Dollars ($200,305.00), together
with on the unpaid principal bal from October 31, 2013, calculated as described in the "INTEREST CALCULATION METHOD"

paragraph using an & rate of 3.850% per snnum, until paid in full. The interest rate change under the te and conditions
"INTEREST AFTER DEFAULT" section, — g =~ e

PAYMENT. Borrower will pay this loan in'47 regular payments of $2,427.34 each and one irregular last payment estimated at $110,252.54.
Borrnw:l'linplymlmhduimIO.2013.mdalwbumum-ndmmﬂn-mdwof«chm-ﬁnm.
Bo‘rrulwn.fslk:n!pnmm.wllhdmmomao.M!?.Mﬂhiﬂlﬂ,' ipal and all in not yet paid. Payments include
p pal and otherwise agreed or required by applicable law, payments will be applied first to any accrued unpaid interest; then
to principal; then to any escrow of reserve pay os required under any mortgage, deed of trust. or other security instrument or
security agreement securing this Note; then to any late charges; and then to any unpaid collection costs. B will pay Lender at Lender's
address shown above or at such other place as Lender may designate in writing.

INTEREST CALCULATION METHOD. Interest on this Note is computed on a 365/365 simple interest basis; that is, by applying the ratio of the
interest rate over the number of days in » year (366 during leap years), multiplied by the ding principal balance. multiphed by the actual
number of days the principal balance is outstanding. All interest payable under this Note is puted using this hod

PREPAYMENT. Borrower agrees that all loan fees and other prepaid finance charges are earned fully as of the date of the losn and will not be
subject to refund upon early payment (whether voluntary or as & result of defaulll, except as otherwise required by law. Except for the
foregoing, Borrower may pay without penalty all or & portion of the amount owed earlier than it is due. Early payments will not, unless agreed
to by Lender in writing, relieve Borrower of Borrower's obligation 10 continue to make payments under the payment schedule. Rather, early
payments will reduce the principal balance due and may result in Borrower's making fewer payments. Borrower sgrees not to send Lender
payments marked "paid in full”, "without recourse”, or similar languege. If Borrower sends such a payment, Lender may accept it without
losing any of Lender's rights under this Note, and Borrower will remain obligated to pey any further amount owed to Lender. AN written
communications concerning disputed amounts, including any check or other payment instrument that indicates that the payment constitutes
“payment in full” of the amount owed or that is tendered with other conditions or limitations or as full satisfaction of a disputed amount must be
mailed or delivered to: Citizens Guaranty Bank, A Real Community Bank, P.0. Box 630 Irvine, KY 40336-0630.

LATE CHARGE. If a payment is 10 days or more late, Borrower will be charged 5.000% of the regularly scheduled payment.

INTEREST AFTER DEFAULT. Upon default, including failure 1o pay upon final maturity, the total sum due under this Note will continue to accrue
interest at the interest rate under this Note.

DEFAULT. Each of the following shall constitute an event of detfault (“Event of Default”) under this Note:
Payment Default. Borrower lsils to meke any payment when due under this Note.

Other Defaults. Borrower fails to comply with or to perform any other term, obligation, covenant or condition contained in this Note or in
any of the related documents or to comply with or to perform any term, obligation, covenant or condition contained in any other agreement
between Lender and Borrower.

Faise Statements. Any warranty, repr ion or sta made or furnished to Lender by Borrower or on Borrower's behalf under this
Note or the related documents is false or misleading in any material respect, either now or at the time made or furnished or becomes faise
or misleading et any time thereafter.

Death or Insolvency. The death of Borrower or the dissolution or termination of Borrower's existence @s & going business, the insolvency
of Borrower, the appointment of a receiver for any perlt of Borrower's property, any i for the benefit of creditors, any type of

kout, or the ¢ of any p ding under any bankruplcy or insolvency laws by or against Borrower.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, seli-help,
repossession or any other method, by any creditor of Borrower or by any governmental agency agai any collateral securing the loan.
This includes a garnishment of any of Borrower's accounts, including deposit accounts, with Lender. However, this Event of Default shall
not apply if there is 8 good faith dispute by Borrower as 10 the validity or reasonableness of the claim which is the basis of the creditor or
forfeiture proceeding and it Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or
& surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, end surety, of accor dation party
of any of the indebtedness or any guarantor, endorser, surety, or accommodation party dies or becomes incompetent, or revokes or
disputes the validity of, or lisbility under, any guaranty of the indebtedness evidenced by this Note.

Adverse Change. A material adverse change occurs in Borrower's finencial condition, or Lender believes the prospect of payment or
performance of this Note is impaired.

Insecurity. Lender in good faith believes itsell insecure.

Cure Provisions. |f any default, other than o default in payment is curable and if Borrower has not been given a notice of n‘bruch c_:l the
same provision of this Note within the preceding twelve (12) months, it may be cured if Borrower, after Lmdqr sends written notice 1o
Borrower demanding cure of such default: (1) cures the default within thirty (30) days; or (2) if the cure requires more than thirty (30}
days, immediately initiates steps which Lender deems in Lender's sole discretion to be sufficient to cure the default and thereafter
continues and completes all reasonable and necessary steps sufficient to produce compliance as sgon as reasonably practical.

LENDER'S RIGHTS. Upon default, Lender may declare the entire unpaid principal balance under this Note and all accrued unpaid interest
immediately due, and then Borrower will pay that amount.

N '] i does not pay, Borrower will pay
ATTORNEYS' FEES: EXPENSES. Lender may hire or pay someone glse 1o help collect this Note if Boﬂownf. 3

Lender that amount. This includes, subject to any limite under applicable law, Lender's reasonabie sttorneys fees and Lend_»or s le_o-l Expenses
whether or not there is @ lawsuit, including reasonable attorneys’ fees and legal expenses for bankruptcy proceedings (including efforts to

modity or vacete any sutomalic stay or injunction), end appeals. If not pr ibited by applicable law, Borrower also will pay sny court costs, in
addition to all other sums provided by law.
JURY WAIVER. Lmdﬂanusonomrh-mbywdwhdgmwmmwhm-ﬂhmw ding, or brought by either Lender

or Borrower against the other.

governed i f
. Note will be hd-ull-w-ppbablnnl.mdumd.mm--mmlprnmpudbyhd-nllaw.m-hmo
32\:5“"‘"6 'I:A“I.\"h :lh:" . " ith upord:; its conflicts of law provisions. This Note has been accepted by Lender in the Commonwealth

Y
of Kentucky. . 7 .
CHOICE OF VENUE. If there is a lawsuit, Borrower egrees upon Lender's request to submit 1o the jurisdiction af the courts of Estill County,
Cor alth of K ky.

DISHONORED ITEM FEE. Borrower will pay & fee 10 Lender of $25.00
preauthorized charge with which Borrower pays is later dishonored.

RIGHT OF SETOFF. To the extent permitted by appliceble law, Lender reserves a right 0

it Borrower makes & payment on Borrower's loan and the check or

1 setotf in all Borrower's accounts with Lender (whether
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checking, savings, or some other account). This includes all accounts Borrower holds jointly with someone else and all accounts Borrower may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoHf would be prohibited by
law. Borrower authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the indebtedness agsinst any
and all such accounts.,

COLLATERAL. Borrower acknowledges this Note is secured by All Accounts Receivable now owned or hereafter acquired in the operation of
Estill County Water District #1.

SUCCESSOR INTERESTS. The terms of this Note shall be binding upon Borrower, and upon Borrower's heirs, personal representatives,
successors and assigns, and shall inure to the benefit of Lender and its successors and assigns.

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Borrower may notify Lender if Lender
reports any inaccurate information about Borrower's account(s) to & consumer reporting agency. Borrower's written notice describing the
specific inaccuracy(ies) should be sent to Lender at the following address: Citizens Guaranty Bank A Real Community Bank, P.0. Box 630 Irvine,
KY 40336-0630.

GENERAL PROVISIONS. If any part of this Note cannot be enforced, this fact will not effect the rest of the Note. Lender may delay or forgo
enforcing any of its rights or remedies under this Note without losing them, Borrower and any other person who signs, guarsntees or endorses
this Note, to the extent allowed by law, waive presentment, demand for payment, and notice of dishonor. Upon any change in the terms of this
Note, and unless otherwise expressly stated in writing, no party who signs this Note, whether as maker, guarantor, accommodation maker or
endorser, shall be released from liability. All such parties agree that Lender may renew or extend (repeatedly and for any length of time} this
Ioan or release any perty or guarantor or collateral; or impair, fail to realize upon or perfect Lender's security interest in the collateral; and take
any other action deemed necessary by Lender without the consent of or notice to anyone. All such parties also agree that Lender may modify
this loan without the consent of or notice to anyone other than the party with whom the modification is made. The obligations under this Note
are joint and several.

PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER AGREES TO THE
TERMS OF THE NOTE. J

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

BORROWER:

ESTILL CO WATER DISTRICT #1

By: By:
i Jorry M Arnold, Secretary of Estill Co Water District Greg A Wright, Chairman of Estill Co Water District
# #1

By:

William Beard, Treasurer of Estill Co Water District
#

ASEA PR Londing, Ver. 1200078 Gopr. Medend Fnancssl Satutioms, ine. 1997, 3013 &8 Mughts Rewrww. - 7. FHEFICHENNCFAPLIDIST TR ESOM RS




T ST e T
1 i
4 | i

DISBURSEMENT REQUEST AND AUTHORIZATION

zo.

1009834

References in the boxes above are for Lende:

r's use only and do not limit the applicability of this doc
Any item above containing "* * *" has been omitted due to text length limitations.

ument to any particular loan or item.

Borrower:  Estill Co Water District #1
76 Cedar Grove Rd
Irvine, KY 40336-7697

Citizens Guaranty Bank
River Drive Branch

25 River Drive

P.0. Box 630

Irvine, KY 40336-0630
(606) 723-2138

LOAN TYPE. This is @ Fixed Rate {3.850%) Nondisclosable Loan to a8 Government Entity for $200,305.00 due on October 30, 2017,

PRIMARY PURPOSE OF LOAN. The primary purpose of this loan is for:

[0 Personsl, Family, or Household Purposes or Personal Investment,

X Business (Including Real Estate Investment).

SPECIFIC PURPOSE. The specific purpose of this loan is: Operating money.

DISBURSEMENT INSTRUCTIONS. Borrower understands that no loan proceeds will be disbursed until all of Lender's conditions for making the

loan have been satisfied, Please disb

the loan pr ds of $200,305.00 as follows:

A paid to directly $200,000.00
$200,000.00 Lender's Check #

Other Charges Financed: $10.00
$10.00 UCC Filing

Total Financed Prepaid Finance Charges: $295.00

$275,00 Commercisl Loan Fee
§20.00 Loan Coupon Book

Note Principal:

FINANCIAL CONDITION. BY SIGNING THIS AUTHORIZATION, BORROWER REPRESENTS AND WARRANTS TO LENDER THAT THE
INFORMATION PROVIDED ABOVE IS TRUE AND CORRECT AND THAT THERE HAS BEEN NO MATERIAL ADVERSE CHANGE IN BORROWER'S
FINANCIAL CONDITION AS DISCLOSED IN BORROWER'S MOST RECENT FINANCIAL STATEMENT TO LENDER. THIS AUTHORIZATION IS

DATED OCTOBER 31, 2013.

BORROWER:

ESTILL CO WATER DISTRICT #1

$200,305.00

By:
Jerry M Amold, Secretary of Estill Co Water District
#1

By

#1

“Wiliiam Beard, Treasurer of Estil Co Water District

LASEN PRO Landing, Vi 12.30.006 Coae. Hasind Fammeinl Sobstins, e 1557, 2073 AL Rights Saserved. - 17 ESOIERE NCRWLMVED ST TR 15014 PR4

By:
Greg A Wright, Chairman of Estill Co Water District
#1




COMMERCIAL SECURITY AGREEMENT

0- b . B8 0098348 ;

References in the boxes above are for Lender's use only and do not limit the applicability of this document to any particular loan or item,
Any item above containing ****" has been omitted due to text length limitations.

Grantor: Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.0. Box 630
Irvine, KY 40336-0630
(606} 723-2139

THIS COMMERCIAL SECURITY AGREEMENT dated October 31, 2013, is made and executed between Estill Co Water District #1 ("Grantor”)
and Citizens Guaranty Bank {"Lender”).

GRANT OF SECURITY INTEREST. For valuabls i tion, G grants to Lender a security interest in the Collateral to secure the
Indebtedness and agrees that Lender shall have the rights stated in this Agreement with respect to the Collateral, in addition to all other rights
which Lender may have by law.

COLLATERAL DESCRIPTION. The word "Collateral” as used in this Agreement means the following described property, whether now owned or
heresfter acquired, whether now existing or hereafter arising, and wherever located, in which Grantor is giving to Lender a security interest for
the payment of the Indebtedness and performance of all other obligations under the Note and this Agreement:

All A Receivable now d or hereafter acquired in the operation of Estill County Water District #1

In addition, the word "Collateral” also includes sll the following, whether now owned or hereafter acquired, whether now existing or hereafter
arising, and wherever located:

(A] All sccessions, attachments, ies, repl its of and additions to any of the collateral described herein, whether added now
or later,

(B) All products and produce of any of the property described in this Collateral section.

(C) All accounts, general intangibles, instruments, rents, monies, payments, and all other rights, arising out of & sale, lease, consignment
or other disposition of any of the property described in this Collateral ion.

) AN proceeds (including insurance proceeds| from the sale, destruction, loss, or other disposition of any of the property described in this
Collateral section, and sums due from @ third party who has demaged or destroyed the Collateral or from that party's insurer, whether due
10 judgment, settlement or other process.

(E} All records and data relating to any of the property described in this Collateral ion, whether in the form of a writing, photograph,
microfilm, microfiche, or electronic media, together with all of Grantor's right, title, and interest in and to all computer software required to
utilize, create, maintain, and process any such records or data on electronic media,

RIGHT OF SETOFF, To the extent permitted by applicable law, Lender reserves e right of setoff in all Grantor's accounts with Lender (whether
checking, savings, or some other account), This includes all accounts Grantor holds jointly with someone else and all accounts Grantor may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Grantor authorizes Lender, 1o the extent permitted by applicable law, 1o charge or setoff all sums owing on the Indebtedness against any
and all such accounts.

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL. With respect to the Coliateral, Grantor represents
and promises to Lender that:

Perfection of Security | G agrees 10 take whatever actions are requested by Lender 1o perfect and continue Lender's security
interest in the Collateral. Upon request of Lender, Grantor will deliver to Lender any and all of the documents evidencing or constituting the
Collateral, and Grantor will note Lender's interest upon any and all chattel paper and instruments if not delivered to Lender for possession

by Lender,
Notices to Lender. Grantor will promptly notify Lender in writing at Lender's address shown above (or such other addresses as Lender may
designate from time 1o time) prior to any (1) change in Grantor's name; (2) change in Grantor's d busi ; 13) change

in the structure of the entity Grantor; (4) change in the authorized signer(s); (5] change in Grantor's principal office address; (6] change
in Grantor's principal residence; (7) conversion of Grantor to 8 new or different type of business entity; or {8) change in any other aspect
of Grantor that directly or indirectly relates to any agreements between Grantor and Lender. No change in Grantor's name will take effect
until after Lender has received notice.

No Viclation. The execution and delivery of this Agreement will not violate any law or agreement governing Grantor or 10 which Grantor is
a party.

Enf: bility of Coll I. To the extent the Collateral consists of accounts, chattel paper, or general intangibles, as defined by the
Uniform Commercial Code, the Collateral is enforceable in accordance with its terms, is genuine, and fully complies with all applicable laws
and regulations concerning form, content and manner of prep ion and ion, and all p appearing to be obligated on the
Collateral have authority and capacity to contract and are in fact obligated as they appear to be on the Collateral. At the time any account
becomes subject 10 & security interest in favor of Lender, the account shall be a good and valid account representing an undisputed, bona
fide indebtedness incurred by the account debtor, for merchandise held subject 10 delivery instructions or previously shipped or delivered
pursuant to & contract of sale, or for services previously performed by Grantor with or for the account debtor. So long as this Agreement
remains in effect, Grantor shall not, without Lender's prior written consent, compromise, settle, adjust, or extend payment under or with
regard to any such Accounts. There shall be no setoffs or cg‘mmum against any of the Columlh and no agreement shall have been

made under which any deductions or di 1s may be clai ing the Collateral pt those disclosed to Lender in writing.
Location of the Collateral. Except in the ordinary course of G ‘s busit G agrees to keep the Collateral (or to the extent the
Collateral consists of intangible property such as accounts or @ | imangibles, the rds concerning the Collateral) at Grantor's

address shown above or 8t such other locations as are acceptable to Lender. Upon Lender's request, Grantor will deliver to Lender in form
satistactory to Lender a schedule of real properties and Collateral locations relsting to Grantor's operations, including without limitation the
following: (1) all real property Grantor owns or is purchasing: (2} all resl property Grantor is renting or leasing; (3] all storage facilities
Grantor owns, rents, leases, or uses; and (4) all other properties where Collatersl is or may be located.

Removal of the Collateral. Except in the ordinary course of Grantor's business, Grantor shall not remove the Collateral from its existing
Jocation without Lender's prior written consent, Grantor shall, whenever requested, advise Lender of the exact location of the Collateral.

T i lving Coll I. Except for inventory sold or sccounts collected in the ordinary of Grantor's business, or as
otherwise provided for in this Agreement, Grantor shall not sell, offer to sell, or otherwise transfer or dispose of the Collateral. Grantor
shall not pledge, mortgage, encumber or otherwise permit the Collateral 1o be subject te any lign, security interest. encumbrance, or
charge, other than the security interest provided for in this Agreement, without the prior written consent of Lender. This includes security
interests even if junior in right to the security interests granted under this Agreement. Unless waived by Lender, ell proceeds from any
disposition of the Collatersl (for whatever reason) shall be heid in trust for Lender and shall not be commingled with any other funds;
provided however, this requirement shall not constitute consent by Lender to any sale or other disposition. Upon receipt, Grantor shall
immediately deliver any such proceeds 1o Lender.

Tie. Grantor represents and warrants to Lender that Grantor holds good and rnlrkeubhl title to the Collateral, free and clear of all liens
and encumbrances except for the lien of this Agreement. No financing statement covering any of the Coliaters! is on _lllo in any public
office other than those which reflect the security interest crested by this Agreement or to which Lender has specifically consented.
Grantor shell defend Lender's rights in the Collateral against the claims and demands of all other persons.

Repairs and Maintenance., Grantor agrees 1o keep and maintain, and to cause others to keep and maintain, the Collm.ml in good order,
repair and condition et all times while this Agreement remains in effect. Grantor further agrees to pay when due all claims for work done
on, or services rendered or material furnished in connection with the Collateral so that no lien or encumbrance may ever attach to or be

S—
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filed against the Collateral.

Inspection of Collateral. Lender and Lender's designated representatives and nts shall have the right at all i i
and inspect the Collateral wherever located, - . YR AU IR S

Taxes, Assessments and Liens. Grantor will pay when due all taxes, assessments and liens ion, upon
, s upon the Collateral, its use or operation,

this Au_raamem, upon any promissory note or notes evidencing the Indebted or upon any of the other Related Docum::ts. Grantor

may withhold any such payment or may elect to contest any lien i Grantor is in good faith conducting an appropriate proceeding to contest

the obligation to pay and so long as Lender's interest in the Coll | is not j dized in Lender's sole opinion. If the Collateral is

P

subjected to a lien which is not discharged within fitteen (15) days, Grantor shall deposit with Lender cash, a sufficient corpor

bond or other security satisfactory to Lender in an amount adequate to provide for the discharge of the lien plus any ?n?..'.'na :::::’
reasonable n_torneys' fees or other charges that could accrue as & result of foreclosure or sale of the Collateral. In eany contest 'Gramm'
shall defend itself and Lender and shall satisty eny final sdverse judgment before ent gainst the Collateral. Grantor shall name
L.f\du as an additional obligee under any surety bond furnished in the contest proceedings. Gramtor further agrees to furnish Lender with
evidence that su;‘h taxes, assessments, and governmental and other charges have been paid in full and in a timely manner. Grantor may
withhold any such payment or may elect to contest any lien if Grantor is in good feith conduc an opriate i

obligation 1o pay and so long as Lender’s interest in the Collateral is not jeopardized. geimin P

Complis with G | Requir Grantor shell comply promptly with all laws, ordinances, rules and regulations of all
governmental authorities, now or hereafter in effect, applicable 10 the ownership, production, disposition, or use of the Collateral, including
ell laws or regulations relating to the undue erosion of highly-erodible land or refating to the conversion of wetlands for the production of an
agricultural product or commodity. Grantor may contest in good faith any such law, ordinance or regulation and withhold compliance
during any proceeding, including appropriate appeals, so long as Lender’s interest in the Collateral, in Lender's opinion, is not jeopardized.

Hazardous Substances. Grantor represents and warrants that the Collateral never has been, and never will be so long as this Agreement
remains a lien on the Collateral, used in violation of any Environmental Laws or for the generation, manufacture, storage, transportation,
treatment, disposal, release or threatened release of any H dous Sub The rep and warranties contained herein are
based on Grantor's due diligence in investigating the Collateral for Hezardous Substances. Grantor hereby (1) releases and waives any
future claims esgainst Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or other costs under sny
Environmental Laws, and (2} agrees to indemnify, defend, and hold harmiless Lender against any and all claims and losses resulting from a
breach of this provision of this Agreement. This obligation to indemnify and defend shall survive the payment of the Indebtedness and the
satisfaction of this Agreement.

Mak of C ity | G shall procure and maintain all risks ir , including without limi y tire, theft and
liability coverage together with such other insurance as Lender may require with respect to the Collateral, in form, emounts, coverages and
basis reasonably acceptable to Lender and issued by & company or companies reasonably acceptable to Lender. Grantor, upon request of
Lender, will deliver to Lender from time to time the policies or certificates of insurance in form satisfactory to Lender, including stipulations
that coverages will not be cancelled or diminished without at least ten (10) days' prior written notice to Lender and not including any
disclaimer of the insurer's liability for failure to give such a notice. Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired in any way by any act, omission or default of Grentor or any other person. In connection
with all policies covering assets in which Lender holds or is offered a security interest, Grantor will provide Lender with such loss payable
or other endorsements as Lender may require. If Grantor at any time fails to obtain or maintain any insurance as required under this
Agreement, Lender may (but shall not be obligated 1o} obtain such insurance as Lender deems appropriate, including if Lender so chooses
*single interest insurance,” which will cover only Lender's interest in the Coliateral,

Application of Insurance Proceeds. Grantor shall promptly notity Lender of any loss or damage to the Collateral if the estimated cost of
repair or replacement exceeds 5000, whether or not such casualty or loss is covered by insurance. Lender may make proof of loss if
Grantor fails to do so within fifteen (15} days of the casualty. All proceeds of eny insurance on the Collateral, including accrued proceeds
thereon, shall be held by Lender as part of the Collateral. | Lender consents to repair or replacement of the damaged or destroyed
Collateral, Lender shall, upon satisfactory proof of expenditure, pay or reimburse Grantor from the p ds for the ble cost of
tepair or restoretion. | Lender does not consent to repair or repl of the Coll I, Lender shall retain a sufficient amount of the
proceeds to pay all of the Indebtedness, and shall pay the balance to Grantor. Any proceeds which have not been disbursed within six (6)
months after their receipt and which Grantor has not committed to the repair or restoration of the Collateral shall be used to prepay the
Indebtedness.

Insurance Reserves. Lender may require Grantor to maintain with Lender reserves for payment of insurance premiums, which reserves shall
be created by monthly psyments from Grantor of a sum estimated by Lender to be sufficient to produce, at least fitteen (16) days before
the premium due date, amounts at least equal to the insurance premiums 1o be peaid, If fifteen [15) days before payment is due, the reserve
tunds are insufficient, Grantor shall upon demand pay any deficiency to Lender. The reserve funds shall be held by Lender as a general
deposit and shall constitule a non-interest-bearing account which Lender may satisfy by payment of the insurance premiums required 1o be
paid by Grantor as they become due. Lender does not hold the reserve funds in trust for Grantor, and Lender is not the agent of Grantor
for payment of the insurance premiums required to be paid by Grantor. The responsibility for the payment of premiums shall remain
Grantor's sole responsibility.

Insurance Reports. Grantor, upon request of Lender, shall furnish to Lender reports on each existing policy of insurance showing such
information as Lender may reasonably request including the following: (1) the name of the insurer; (2] the risks insured; (3) the amount
of the policy; (4) the property insured; (5) the then current velue on the basis of which insurance has been obtained and the manner of
determining that value; and (6] the expiration date of the policy. In addition, G shall upon request by Lender (however not more
often than ennually) have an independent appraiser satisfactory to Lender determine, as applicable, the cash velue or replacement cost of
the Coliateral.

Finsncing Statements. Grantor authorizes Lender to file @ UCC financing s , or al ively, a copy of this Agreement to perfect
Lender's security interest. At Lender's request, Grantor additionally agrees to sign all other documents that are necessary to perfect,
protect, and continue Lender’s security interest in the Property. Grantor will pay all filing fees, title transfer fees, and other fees and costs
involved unless prohibited by law or unless Lender is required by law 1o pay such lees and costs. Grantor irrevocably appoints Lender to
execute documents necessary to trenster title if there is a defsull. Lender may file @ copy of this Agreement as a financing statement.

GRANTOR'S RIGHT TO POSSESSION AND TO COLLECT ACCOUNTS. Until default and except as otherwise provided below with respect to
accounts, G may have pc ion of the tangible personal property and beneficial use of all the Collateral and may use it in any lawtul
manner not inconsistent with this Agreement or the Related Documents, provided that Grantor's right to possession and bepeficial use shall not
apply to any Collatersl where possession of the Collateral by Lender is required by law to perfect Lender's security interest in such Collateral.
Until otherwise notified by Lender, Grantor may collect any of the Coll 1] isting of At any time and even though ne Event of
Detault exists, Lender may exercise its rights to collect the accounts and to netify account debtors to make payments directly to Lender for
application 1o the Indebted If Lender at eny time has p ion of any Collateral, whether before or efter an Event of Default, Lender shall
be deemed to have exercised reasonable care in the custody and preservation of the Collateral if Lender takes such action for that purpose as
Grantor shall request or as Lender, in Lender's sole discretion, shall deem appropriate under the cir tences, but tailure to honor any request
by Grantor shall not of itself be deemed 1o be e failure to exercise reasonable care. Lender shall not be required to take any steps necessary 1o
preserve any rights in the Collateral against prior parties, nor lo protect, preserve or maintain eny security interest given 1o secure the
Indebtedness.

LENDER'S EXPENDITURES. If any ection or proceeding s commenced that would materially affect Lender's interest in the Coliateral or if
Grantor fails 1o comply with any provision of this Agreement or any Related Documents, including but not limited to Grantor's failure to
discharge or pay when due any amounts Grantor is required to discharge or pay under this Ag or any Related Documents, Lender on
Grantor's behalf may (but shall not be obligated to) take any action that Lender deems appropriate, including but not limited to discharging or
paying il texes, liens, security interests, encumbrances and other claims, st any time levied or placed on the Collateral and paying all costs for
insuring, maintaining and preserving the Collateral. All such expenditures incurred or psid by Lender for such purposes will then bear interest at
the rate charged under the Note from the date incurred or paid by Lender to the dete of repayment by Grantor. All such expenses will become &
part of the Indebtedness and, at Lender's option, will {A} be payable on demand; (B) be added to the balance of the Note and be apportioned
among and be payeble with any instaliment payments to become due during either (1) the term of eny applicable insurance policy; or (2) the
remaining term of the Note; or (C) be treated as a balloon payment which will be due and payable a1 the Note's maturity. The Agreement alsc
will secure payment of these amounts. ? right shall be in addition to a!l other rights un'bedies to which Lender may be entitled upon

Default.
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DEFAULT. Each of the following shall constiute an Event of Default under this Agreement:
Payment Default. Grantor fails to make any peyment when due under the Indebtedness.

Other Defaults. Grantor fails to comply with or to perform any other term, obligation, covenant or condition ined in this Ags or
in eny of the Related Di Ws of 1o ply with or to perform sny term, obligation, covenant or condition contained in any other
sgreement between Lender and Grantor.

False Statements. Any warranty, rep tation or it made or furnished to Lender by Grantor or on Grantor's behalf under this
Ag it or the Related D is false or misleading in any ial respect, either now or a1 the time made or furnished or becomes
false or misleading a1 any time thereafter,

Defective Colloteralization. This Agreement or any of the Related Documents ceases to be in full force and effect (including failure of any
collateral document to create & valid and perfected security interest or lien) at any time and for any reason,

Insolvency. The insolvency of Grantor, the appointment of a receiver for any part of Grantor’s property, any assignment for the benefit of
creditors, any type of creditor workout, or the commencement of any proceeding under any bankruptcy or insolvency lews by or against
Grantor.

Creditor or Forfeiture P dings. Ci of forecl or forfeiture proceedings, whether by judicial proceeding, self-help,
repossession or any other method, by any creditor of Grantor or by any governmental sgency against any collateral securing the
Indebtedness. This includes a gamishment of any of Grantor's accounts, including deposit accounts, with Lender. However, this Event of
Default shall not apply if there is @ good feith dispute by Grantor as to the validity or reasonableness of the claim which is the basis of the
creditor or forfeiture proceeding and if Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender
manies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an
adequate reserve or bond for the dispute.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, endorser, surety, or accommadation party
of any of the Indebtednéss or guarantor, endorser, surety, or accommodation party dies or becomes incompetent or revokes or disputes the
validity of, or liability under, any Guaranty of the Indebtedness.

Ad Change. A rial adverse change occurs in G *s financial condition, or Lender beli the pr
perf; of the Indebtedness is impaired.

Insecurity. Lender in good faith believes itself insecure.

Cure Provisions. If any default, other than a defaul in payment is curable and if Grantor has not been given a notice of a breach of the
same provision of this Agreement within the preceding twelve (12) months, it may be cured if Grantor, after Lender sends written notice 1o
Grantor demanding cure of such default: (1) cures the default within thirty {30) deys; or (2} if the cure requires more than thirty (30)
days, immediately initistes steps which Lender deems in Lender's sole discretion to be sufficient 1o cure the default and thereafter
continues and pl all ble and y steps sufficient to produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Evemt of Default occurs under this Agreement, a1 any time thereafter, Lender shall have all the
rights of a secured party under the Kentucky Uniform Commercial Code. In addition and without limitation, Lender may exercise any one or
more of the following rights and remedies:

Accelerate Indebtedness. Lender may declare the entire Indebtedness, including any prepayment penalty which Grantor would be required
1o pay, immediately due and payable, without notice of any kind to Grantor.

Assemble Collateral. Lender may require Grantor to deliver to Lender all or any portion of the Collateral and any and all certificates of title
and other documents relating 16 the Collateral. Lender may require Grantor to assemble the Collateral and make it available to Lender at a
place to be designated by Lender. Lender also shall heve full power to enter upon the property of Grantor to take possession of and
remove the Collateral. If the Collatersl contains other goods not d by this Ag at the time of repossession, Grantor agrees
Lender may take such other goods, provided that Lender makes reasonable efforts to return them to Grantor after repossession.

Sell the Collateral. Lender shall have full power to sell, lease, transfer, or otherwise deal with the Collateral or proceeds thereof in Lender's
own name or that of Grantor. Lender may sell the Coll | at public ion or private sale. Unless the Coll | th to decli
speedily in value or is of a type customarily sold on a recognized market, Lender will give Grantor, and other persons as required by law,
reasonable notice of the time and place of any public sale, or the time after which any private sale or any other disposition of the Collateral
is 1o be made. However, no notice need be provided 1o any person who, after Event of Default occurs, enters into and authenticates an
agreement waiving that p 's right to notification of sale, The requirements of reasonable notice shall be met if such notice is given at
least ten (10) days before the time of the sale or disposition. All expenses relating to the disposition of the Collateral, including without
limitation the of king, holding, insuring, preparing for sale and selling the Collateral, shall become a part of the Indebtedness
secured by this Agreement and shall be payable on demand, with interest at the Note rate from date of expenditure until repaid.

Appoint Receiver. Lender shall have the right to have 8 recei ppointed 1o take p ion of all or any part of the Collateral, with the

power to protect and preserve the Collateral, 1o operate the Collsters! preceding foreclosure or sele, and to collect the rents from the

Collateral and apply the proceeds, over and above the cost of the receivership, against the Indebted The receiver may serve without

bond if permitted by law. Lender's right 1o the appoi t of a receiver shall exist whether or not the apparent value of the Collateral
ds the Indebted by a substantial amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Collect Revenues, Apply Accounts. Lender, either itself or through a receiver, may collect the payments, rents, income, and revenues from
the Colleteral. Lender may at any time in Lender's discretion transter any Collateral into Lender's own name or that of Lender's nominee
and receive the payments, rents, income, and revenues therefrom and hold the same as security for the Indebtedness or apply it to
payment of the indebtedness in such order of preference as Lender may determine. Insofar as the Collateral consists of accounts, general
ntangibles, i e policies, instr hattel paper, choses in action, or similar property, Lender may demand, collect, receipt for,
settle, compromise, adjust, sue for, foreclose, or realize on the Collateral as Lender may determine, whether or not Indebtedness or
Collateral Is then due. For these purposes, Lender may, on behali of and in the name of Grantor, receive, open and dispose of mail
addressed to Grantor; change any sddress to which mail and payments are to be sent; and endorse notes, eh-cl:s_._ drafts, money orders,
documents of title, instruments and items pertaining to psyment, shipment, or storage of any Collateral. To facilitate collection, Lender
may notify account debtors and obligors on any Collateral 1o meke payments directly to Lender.

Obtain Deficlency. |f Lender chooses to sell any or all of the Collateral, Lender may obtain & judgment against Grantor for any deficiency

pect of payment or

remaining on the Indebtedness due to Lender after application of all smounts received from the ise of the rights provided in this
Agreement. Grantor shall be lisble for & deficiency even if the jon described in this subsection is @ sele of accounts or chattel
paper.

Other Rights and Remedies. Lender shall have all the rights and remedies of a secured creditor under the provisions of the Uniform
Commercial Code, 8s may be amended from time 1o time. In addition, Lender shall have and may exercise any or all other rights and
remedies it may have available at law, in equity, or otherwise.
i i " her evidenced by this
Election of Remedies. Except as may be prohibited by applicable law, ell of Lender's rights and remedies, whetl
Agreement, the Relsted Documents, or by any other writing, shall be ﬂll"m.l‘lﬁ\f‘ and may be exercised singularly or concurrently. Election
by Lender to pursue eny remedy shall not exclude pursuit of any other remedy, and an election 1o make expmdutu_m of 10 1ake action 10
perform an obligation of Grantor under this Agreement, after Grantor's failure to perform, shall not affect Lender’s right to declare a default
and exercise its remedies,
MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are & part of this Agreement:
i i i f the parties
Amendments. This Agreement, logether with any Related Documents, constitutes the entire understanding and agreement of th i
as to the mmru ;et ?orlh in thiso.ggrnment. No alteration of or amendment to this Agreement shall be etfective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or amendment.

tmorneys’ Fees; Expe 9 rantor agrees 1o pey upon demand all of Lender's costs and > . including Lender's bl
:ttomt::' fees 'lnd Lenl:ﬂ':!'l lceinm P . i d in co lon with the enforcement of this Agu,mam. Lender may hire or pay
someone else to help enforce this Agreement, and Grantor shall pey the costs and exp: of such . Costs and expenses

rneys’ L ble attorneys' fees and
Lender’ ble atto s’ fees and legel expenses whether or not there is @ lawsuit, including reasonat
:::‘::n:xpumrs't:a ;:::fum:v proceedings ﬁnc:eu?ling etforts to modity or vacate any automatic stay or injunction), appeals, and any
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antici d post-judg llection services. Grantor also shall pay all court costs and such additional tees as may be directed by the

Headings. Caption headings in this Agreement are for convenience i h
s abngn i purposes only and are not to be used to interpret or define the

Governing Law. This Ag will be g d by federal law applicable to Lender and, to the extent not presmpted by federal
:‘?rdhhmquxmlyﬁhnmdmmmdw, visk This Agr has been b! ‘h'l.::-u”:
Y

Choice of Venue. If there is a lawsuit, Grantor agrees upon Lender's request 1o submit to i
o g i g req o s the jurisdiction of the courts of Estill County,

No Waiver by Lender. Lender shall not be deemed 1o have waived any rights under this Agreement unless such waiver is given in

and signed by Lender. No delay or omission on the part of Lender in exercising any right shall operate as & waiver of ||.::h right ::".':3
other ﬂgh:.. A waiver by Lender of a provision of this Agreement shall not prejudice or constitute 8 weiver of Lender's right otherwise to
demand strict compliance with that provision or any other provision of this Agreement. No prior waiver by Lender, nor any course of
dealing between Lender and Grantor, shall constitute @ waiver of any of Lender's rights or of any of Grantor's obligations as to any future
transactions. Whenever the consent of Lender is required under this Agreement, the granting of such consent by Lender in any instance
shall not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent may be
granted or withheld in the sole discretion of Lender.

Notices. Any notice required to be given under this Agreement shall be given in writing, and shall be effective when actually delivered,
when actually received by telefacsimile (unless otherwise required by law), when deposited with a nationally recognized overnight courier,
or, it mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses
shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the perty's address. For notice purposes, Grantor agrees
to keep Lender informed at all times of Grantor's current address. Unless otherwise provided or required by law, if there is more than one
Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors.

Power of Attorney. Grantor hereby sppoints Lender as Grantor's irrevocable sttorney-in-fact for the purpose of executing any documents
necessary to perfect, amend, or 1o continue the security interest granted in this Agreement or to demand termination of filings of other
secured parties. Lender may a1 any lime, and without turther suthorizetion from Grantor, file 8 carbon, photographic or other reproduction
of any financing statement or of this Agreement for use as 8 fi ing G will reimburse Lender for all expenses for the
perfection and the continuation of the perfection of Lender's rity | in the Collateral.

Severability. If & court of competent jurisdiction finds any provision of this Agr to be illegal, invalid, or unenforceable as 1o any
circumstance, that finding shall not make the offending provision lllegal, invalid, or unenforceable as to any other circur . I feasibi
the offending provision shall be considered modified so that it becomes legal, valid and enf ble. If the offending provision cannot be so
modified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the illegality, invalidity, or unenforceability
of any provision of this Agreement shall not affect the legality, validity or enforceability ot any other provision of this Agreement.

Successors and Assigns. Subject to any limitations stated in this Agreement on transfer of Grantor's interest, this Agreement shall be
binding upon and inure to the benefil of the parties, their s and ig If ownership of the Collateral becomes vested in &
person other than Grantor, Lender, without notice to Grantor, may deal with Grantor's su with ref 1o this Ag and the
Indebtedness by way of forbearance or extension without releasing Grantor from the obligati of this Ag it or liability under the
Indebtedness.

Survival of Rep i and W All representations, warranties, and agreements made by Grantor in this Agreement shall
survive the execution and delivery of this Agreement, shall be continuing in nature, and shall remain in full force and effect until such time
as Grantor's Indebtedness shall be paid in full.

Time is of the Essence. Time is of the essence in the performance of this Agreement,

Waive Jury. All parties to this Agreement hereby waive the right 1o any jury trial in any action, proceeding, or counterclaim brought by any
party against any other party.
DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Agreement, Unless specifically
stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United States of America. Words and terms
used in the singular shall include the plural, and the plural shall include the singular, as the context may require. Words and terms not otherwise
defined in this Agreement shall have the meanings attributed to such terms in the Uniform Commercial Code:

Agreement. The word "Agreement” means this Commercial Security Agreement, as this Commercial Security Agreement may be amended
or modified from time to time, together with all exhibits and schedules sttached to this C ial Security Agt from time to time.
Borrower. The word "Borrower™ means Estill Co Water District #1 and includes all co-signers and co-makers signing the Note and all their
successors and assigns.

Coflateral. The word “Collateral® means all of Grantor's right, title and interest in and to all the Collateral as described in the Collateral
Descripti ion of this Ag

Default. The word "Default” means the Defsult set forth in this Agreement in the section titled "Default”™.

Environmental Laws. The words "Environmental Laws® mesn any and all state, federal and local statutes, regulations and ordinances
relating to the protection of human health or the environment, Including without limitati Comprehensive Environmental Response,
Compensation, and Liability Act of 1980, as emended, 42 U.5.C. Section 9601, et seq. ("CERCLA"}, the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-499 {("SARA"), the Hazardous Materials Transportation Act, 49 U.8.C. Section 1801, et seq.,
the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or
regulations adopted pursuant thereto.

Event of Default, The words "Event of Default” mean any of the events of default set forth in this Ag: in the default ion of this
Agreement.

Grantor. The word "Grantor™ means Estill Co Water District #1.

Gueranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommodation party to Lender, including
without limitation a guaranty of all or part of the Note.

Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their quantity, concentration or physical,
chemical or infectious characteristics, may cause or pose & present or potential hazard to human health or the environment when

properly used, t d, stored, disposed of, generated, manufactured, transported or otherwise handled. The words “Hazardous
Substances” are used in their very broadest sense and include without limitation any and all hazardous or toxic substances, materials or

waste as defined by or listed under the Environmental Laws. The term "Hazardous Sub " also includes, without limitation, petroleum
and petroleum by-products or any fraction thereof and asbestos.
Indebtedness. The word “Indebtedness” means the indebtedness evidenced by the Note or Related D including all principal and

interest together with all other indebtedness and costs and expenses for which Grantor is responsible under this ‘Agruemem or under any of
the Related Documents.

Lender. The word "Lender” means Citizens Guaranty Bank, its successors and assigns.

Note. The word *Note” means the Note dated October 31, 2013 and executed by Estill Co Water District #1 in the principal amount of
$200,306.00, together with all renewals of, i of, difications of, refinancings of, consolidations of, and substitutions for the
note or credit agreement.

Property. The word "Property” means all of Grantor's right, title and interest in and to all the Property as d ibed in the "Coll |
Description® section of this Agreement.

Related Documents. The words * Documents™ mean all promissory notes, ¢ its, loan ag , envii I
agreements, guaranties, Security agl nts, mortgages, deeds of trust, security deeds ateral mortgages, and ali other instruments,
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g 1ts and doct whether now or hereatter existing, executed in connection with the Indebtedness.

GRANTOR HAS READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS COMMERCIAL SECURITY AGREEMENT AND AGREES TO ITS
TERMS. THIS AGREEMENT IS DATED OCTOBER 31, 2013.

GRANTOR:

ESTILL CO WATER DISTRICT #1

By: By: ;
Jorry M Arnold, Secretary of Estill Co Water District Greg A Wright, Chairman of Estill Co Water District
" "

By:
“William Beard, Treasurer of Estill Co Water District
LAl

oy TN ARy

AASER PAO Landing, Var. 1300024 Coge. Sutent Smansel Getwtmns, e (351, 2013




BUSINESS LOAN AGREEMENT

200,305 13 |10-30-2017. 196

References in the boxes above are for Lender's use only and do not limit the applicability of this document to any particular loan or item.
Any item above containing "* **" has been omitted due 1o text length limitations.

Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.O, Box 630
Irvine, KY 40336-0630
(606) 723-2139

THIS BUSINESS LOAN AGREEMENT dated October 31, 2013, is made and executed between Estill Co Water District #1 (“Borrower”) and
Citizens Guaranty Bank (“Lender”) on the following terms and conditions, Borrower has ived ial loans from Lender or has
applied to Lender for 8 commercial loan or loans or other financial accommodations, including those which may be described on any exhibit or
schedule attached to this Agreement. Borrower understands and agrees that: [(A) in granting, renewing, or extending any Loan, Lender is
relying upon B ‘s rep i jes, and ag as set forth in this Agl [B) the granting ing, or ding
of any Loan by Lender at all times shall be subject to Lender's sole judgment and discretion: and (C) all such Loans shall be and remain subject
to the terms and conditions of this Agreement.

TERM. This Agreement shall be effective as of October 31, 2013, and shall continue in full force and effect until such time as all of Borrower's

Loans in favor of Lender have been paid in full, including principal, interest, costs, expenses, attorneys’ fees, and other fees and charges, or
until October 30, 2017,

CONDITIONS PRECEDENT TO EACH ADVANCE. Lender's obligation to make the initial Advance and each subsequent Advance under this

Sogm-mm shall be subject to the fulfillment to Lender's satisfaction of all of the conditions set forth in this Agreement and in the Related
cuments.

Loan D B shall provide 10 Lender the following documents for the Loan: (1) the Note; {2 Security Agreements
granting to Lender security interests in the Collateral; (3) financing statements and all other documents perfecting Lender's Security
Interests; (4) evidence of insurance as required below; (5) together with all such Related Documents as Lender may require for the Loan;
el in form and substance satisfactory to Lender and Lender’s counsel.

B 's Authorizati Borrower shall have provided in form snd substance satistactory to Lender properly certified resolutions, duly
suthorizing the execution and delivery of this Agreement, the Note end the Related Documents. In addition, Borrower shall have provided
such other lutions, authorizations, d and instruments as Lender or its counsel, may require.

Payment of Fees and Expenses. Borrower shall have paid to Lender all fees, charges, and other expenses which are then due and payable
as specified in this Agreement or any Related Document.

and Warranties. The representations and warranties set forth in this Agreement, in the Related Documents, and in any
document or certificate delivered 1o Lender under this Agreement are true and correct.

No Event of Default. There shall not exist at the time of any Advance a condition which would constitute an Event of Default under this
Agreement or under any Related Document.

REPRESENTATIONS AND WARRANTIES. Borrower represents and warrants to Lender, as of the date of this Agreement, as of the date of each
disbursement of loan proceeds, as of the date of any renewal, extension or modification of any Loan, and at all times any Indebtedness exists:

Organization. Borrower is a governmental entity which is, and at all times shall be, duly organized, validly existing, and in good standing
under and by virtue of the laws of the Commonwealth of Kentucky. Borrower is duly authorized 10 transact business in all other states in
which Borrower is doing business, having obtained ell necessary filings, governmental licenses and spprovals for each state in which
Borrower is doing business. Specifically, Borrower is, and at all times shall be, duly qualified as @ foreign in all states in which the failure 1o
so quslify would have & material adverse effect on its business or financial condition. Borrower has the full power and authority to own its
properties and 1o transact the business in which it is presently engaged or presently prop te engage. B er maintains an office at
7€ Cedar Grove Rd, Irvine, KY 40336-7697. Unless Borrower has designated otherwise in writing, the principal office is the office at
which Borrower keeps its books and records including its records concemning the Collateral. Borrower will notify Lender prior to any change
in the location of Borrower's state of organization or any change in Borrower's name. Borrower shall do all things necessary 10 preserve
and to keep in full force and effect its existence, rights and privileges, and shall ply with all regulations, rules, ordinances, statutes,
orders and decrees of any governmental er quasi-governmental authority or court applicable to Borrower and Borrower's business activities,

Assumed Business Names. Borrower has filed or recorded sll documents or filings required by law relating to all assumed business names
used by Borrower., Excluding the name of Borrower, the following is a8 complete list of all d busi under which Borrower
does business: None.

Authorization. Borrower's execution, delivery, and performance of this Agreement and all the Related Documents have been duly
authorized by all necessary action by Borrower and do not conflict with, result in & violation of, or constitute & default under (1) any
provision of eny agreement or other instrument binding upon Borrower or (2} any law, governmental regulation, court decree, or order
applicable to Borrower or to Borrower's properties.

Fi ial Inf i Each of B 's financial statements supplied to Lender truly and completely disclosed Borrower's financial
condition as of the date of the statement, and there has been nc material adverse change in Borrower's fi ial condition sub te
the date of the most recent financial statement supplied to Lender. Borrower has no materisl contingent obligations except as disclosed in
such financial statements.

Legal Effect. This Agreement constitutes, and any instrument or egreement Borrower s required to give under this Agreement whon
delivered will constitute legal, valid, and binding obligations of Borrower enforceable against Borrower in accordance with their respective
1erms.

Properties. Except as contemplated by this Agreement or as previously disclosed in Borrower's financial statements or in writing to Lender
and as accepted by Lender, and except for property tax liens for taxes not presently due and payable, Borrower owns and has good title to
all of Borrower's properties free and clear of all Security Interests, and has not executed any security documents or financing statements
relating 1o such properties. All of Borrower's properties are titled in Borrower's legal name, and Borrower has not used or filed a financing
statement under any other name for at least the last five (5) years.

Hazardous Substances. Except as disclosed to end acknowledged by Lender in writing, Borrower represents and warrants that: (1) During
the period of Borrower's ownership of the Collateral, there has been no use, generation, manulacture, storage, treatment, disposal, release
or threatened release of any Hezardous Substance by any person on, under, about or from any of the Coligtersl, (2) Borrower has no
knowledge of, or reason 1o believe that there has been (a) any breach or violation of any Environmental Laws; (b) sny use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substlptulnn. und_ar. asbout or from the
Coliateral by any prior owners or occupants of any of the Collateral; or (c) sny actual or threatened litigation or claims of any kind by any
person relating 1o such matters. (3] Neither Borrower nor any tenant, contractor, agent or other authorized user ol any of the Collateral
shall use, generate, manufacture, store, trest, dispose of or release any Hazardous Substance on, under, about or from any of the
Collateral; and any such activity shall be conducted in complience with all applicable federal, state, and local laws, regulations, and
ordinances, including without limitation all Environmental Laws. Borrower aulhofuu LGder and ts agents to enter upon the Ct_}ﬂauul to
make such inspections and tests ss Lender may deem appropriste to determine compliance of the (:;alln\eral with this section of the
Agreement. Any inspections or tests made by Lender shall be at Borrower's expense and for Lender's purposes only and shafl not bn:
construed 1o create any responsibility or Kability on the part of Lender to Borrower or to any other person. The representations a

warranties conteined herein are based on Borrower's due diligence in inmligaﬁpg the Collntau_I for hazardous waste am.:l Hazardous
Substences. Borrower hereby (1) releases and walves any future claims against Lender_ for n!:lemniw or contribution in the event
Borrower bacomes liable for cleanup or other costs under any such laws, and (2 agrees 10 mdemrut_y. defend, an_d hold harmiess Lender
against any and all claims, losses, labilities, damages, penalties, and expenses which Lender may dfracrly or indirectly sustain or wm.n'r
resulting from a breach of this section of the Agreement or 8s a consequence of any use, generation, manufacture, storage, disposal,
release or threatened release of & hazardous waste or substance on the Collateral. The provisions of this nctiap qt the Ag_fegml;
including the obligation to indemnity and defend, shall survive the payment of the Indgbledmn_u snd the lerm:n;mn.laxp::tm :
satisfaction of this Agreement end shall not be affected by Lender’s gcquisition of any interest in eny of the Collateral, whet ]
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foreclosure or otherwise.
Lmo_tﬁon and Churu No litigation, claim, i igati administrative proceeding or similar action (including those for unpeid taxes)
against Borrower n_pendeng or threatened, and no other event has occurred which may materially adversely affect Borrower's financial
coc_'lc_'nnon or properties, other than litigation, claims, or other events, if any, that have been disclosed 10 and ackne dged by Lender in
writing.

l:u.u. Te the best of Borrower's knowledge. all of Borrower's tax returns and reports that are or were required to be filed, have been
filed, and _.Iﬁ taxes, assessments and other governmental charges have been paid in full, except those presently being or to be contested by
Borrower in good feith in the ordinary course of business and for which adequate reserves have been provided.

Lien Priority. Unless otherwise previously disclosed to Lender in writing, Borrower has not entered into or granted any Security
Agwu, or permitted the filing or attachment of any Secuwrity Interests on or affecting any of the Collateral directly or indirectly
securing repayment of Borrower's Loan and Note, that would be prior or that may in any way be superior to Lender's Security Interests and
rights in and to such Collateral,

Binding Effect. This Agreement, the MNote, all Security Agreements (if any), end all Related Documents are binding upon the signers

thereof, as well as upon their suc s, rep tatives and gns, and are legelly enforceable in accordance with their respective
terms.

AFFIRMATIVE COVENANTS. Borrower covenants and agrees with Lender that, so long as this Agreement remains in effect, Borrower will:

Notices of Claims and Litigation. Promptly inform Lender in writing of (1) all material adverse changes in Borrower's financial condition,
and {2} oll existing and all threatened litigation, claims, ir igath administrative proceedings or similar actions affecting Borrower or
any Guarantor which could materially affect the financial condition of Borrower or the financisl condition of any Guarantor.

Financial Records. Maintain its books and records in accordance with GAAP, applied on a consistent basis, and permit Lender 1o examine
and sudit Borrower's books and records a1 all reasonable times.

Financial Statements. Furnish Lender with the following:

Annual Statements. As soon as available, but in no evem later than sixty (60) days after the end of each fiscal year, Borrower's
balance sheet and income statement for the year ended, prepared by Borrower.

Tex Returns. As soon as available, but in no event later than sixty (60) days after the applicable filing date for the tax reporting period
ended, Borrower's Federal and other governmental tax returns, prepared by a tax professional satisfactory 1o Lender.

All finencial reports required to be provided under this Agreement shall be prepared in accordance with GAAP, spplied on & consistent
basis, and certified by Borrower as being true and correct,

Additional Information. Furnish such additional information and statements, as Lender may request from time to time.

Insurance. Maintain fire and other risk insurance, public liability insurance, and such other insurance as Lender may require with respect 1o
Borrower's properties and operations, in form, amounts, coverages and with insurance companies acceptable to Lender. Borrower, upon
request of Lender, will deliver to Lender from time to time the policies or certificates of insurance in form satisfactory to Lender, including
stipulations that coverages will not be cancelled or diminished without st least ten (10} days prior written notice to Lender. Each insurance
policy also shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by sny act, omission or
default of Borrower or any other person. In ion with all policies covering assets in which Lender holds or is offered a security
interest for the Loans, Borrower will provide Lender with such lender's loss payable or other endorsements as Lender may require.

Insurance Reports. Furnish to Lender, upon request of Lender, reports on each existing insurance policy showing such information es
Lender may reasonably request, including without limitation the following: (1) the name of the insurer; (2) the risks insured; (3] the
amount of the policy; (4) the properties insured; (5) the then current property values on the basis of which insurance has been obtained,
and the manner of determining those values; and (6] the expiration dete of the policy. In addition, upon request of Lender (however not
more often than annually), Borrower will have an independent appraiser satisfactory to Lender determine, as applicable, the actual cash
value or replacement cost of any Collateral. The cost of such appraisal shall be paid by Borrower.

Other Agreements. Comply with all terms and conditions of all other agreements, whether now or hereafier existing, between Borrower
and any other party and notify Lender immediately in writing of any default in connection with any other such agreements.

Loan Proceeds. Use all Loan proceeds solely for Borrower's business operations, unless specifically consented to the contrary by Lender in
writing.

Taxes, Charges and Liens. Pay and discharge when due all of its indebtedness and obligations, including without limitation all

texes, governmental charges, levies and liens, of every kind and nature, imposed upon Borrower or its properties, income, or profits, prior
to the date on which penalties would attach, and all lawful claims that, if unpaid, might become a lien or charge upon any of Borrower's
properties, income, or profits. Provided however, Borrower will not be required to pay and discharge any such assessment, tax, charge,
levy, lien or claim so long as (1) the legality of the seme shall be contested in good faith by appropriate proceedings, and (2) Borrower
shall have established on Borrower's books adeguate reserves with respect to such ce d tax, charge, levy, lien, or claim
in accordance with GAAP.

Performance. Perform and comply, in & timely manner, with all terms, conditions, and provisions set forth in this Agreement, in the Related
Documents, and in ell other instruments and agreemens between Borrower and Lender. Borrower shell notify Lender immediately in
writing of any default in connection with any agreement.

Operations. Maintain executive and management personnel with substantially the same qualificati e8nd experience as the present
executive and g i p i; provide written notice to Lender of any change in executive and management personnel; conduct its
business affairs in a reasonable and prudent manner.

Environmental Studies. Promptly conduct and complete, st Borrower's expense, all such investigations, studies, samplings and testings as
may be requested by Lender or any governmental authority relative to any substance, or any waste or by-product of any substance defined
#s toxic or @ hazardous substance under spplicable federsl, state, or local law, rule, regulation, order or directive, et or affecting any
property or any facility owned, leased or used by Borrower.

Compli with G | Requir Comply with all laws, ordi and regulations, now or hereafter in eflect, of all
governmental suthorities applicable to the conduct of Borrower's properties, businesses and operations, end 1o the use or accupancy of the
Coll I, including without limitation, the A i With Disabilities Act. Borrower may contest in good faith any such law, ordinance,

or regulation and withhold compliance during eny proceeding, including appropriate appeals, so long as Borrower has notified Lender in
writing prior to doing so and so long es, in Lender's sole opinion, Lender's interests in the Collateral are not |eopardized. Lender may
require Borrower to post sdequate security or a surety bond, reasonably satistactory to Lender, to protect Lender’s interest.

Inspection. Permit employees or agents of Lender at any reasonable time to Inspect any and all Colleters! for the Loan or Loans and
Borrower's other properties and to examine or audit Borrower's books, accounts, and records and to meke copies and memorands of
Borrower's books, sccounts, and records. If Borrower now or at any time hereafter maintains any records (including without limitation
computer generated records snd computer software programs for the generation of such ds) in the p ion of a third party,
Borrower, upon request of Lender, shall notify such party to permit Lender free access to such records at all ressonable times and to
provide Lender with coples of any ds it may 1, all at B 'S EXpense.

Envir | Compli and Reports. Borrower shall comply in all respects with any and all Environmental Laws; not cause or permit to
exist, 8s @ result of an intentional or unintentional action or omission on Borrower's part or on the part of any third party, on property
owned and/or occupied by Borrower, any environmental activity where damage may result to the environment, unless such environmental
activity is pursuant to and in compliance with the conditions of & permit issued by the appropriate federal, state or local governmental
authorities; shall furnish to Lender promptly and in any event within thirty (30) days after receipt thereof a copy of any notice, summons,
lien, citation, directive, letter or other communication from any g | agency of instrumentality concerning any intenticnal or
unimentional sction or omission on Borrower's part in connection with any environmental activity whether or not there is damage to the
environment and/or other natural resources.

Additional A Make, te and deliver to Lender such promissory notes, mortgages, deeds of trust, security agreements,
assigr financing s, nts, documents and other agreements as or its attorneys may repsonably request to
evidence and secure the Loans and ect all Security Interests.




BUSINESS LOAN AGREEMENT
Loan No: 88196 {Continued) Page 3

LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in the Collateral or if
Borrower fails to comply with any provision of this Agreement or any Related Documents, including but not limited to Barrower's failure 1o
discharge or pay when due any amounts Borrower is required to discharge or pay under this Agreement or any Related Documents, Lender on
Barrower's behalf may (but shall not be obligated to) take any action that Lender deems appropriate, including but not limited to discharging or
paying all taxes, liens, security interests, encumbrances and other claims, st any time levied or placed on any Collateral and paying all costs for
insuring, maintaining and preserving any Coll I. All such expenditures & d or peid by Lender for such purposes will then bear interest at
the rate charged under the Note from the date incurred or paid by Lender to the dete of repayment by Borrower. All such expenses will becoms
a part of the Indebtedness and, at Lender's option, will {A] be payable on demand; (B) be added to the bslance of the Note and be
apportioned among and be payable with any Instaliment payments to become due during either (1) the term of any applicable insurance policy;
or {2) the remaining term of the Note; or (C} be trested as a balloon payment which will be due and payable at the Note's maturity.

NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borrower shall not, without the
prior written consent of Lender:

Indebtedness and Liens. (1) Except for trede debt incurred in the normal course of business and indebtedness to Lender contemplated by
this Agreement, creste, incur or assume indebtedness for borrowed money, including capital leases, (2] sell, transfer, morigage, assign,
pledge, lease, grant & security interest in, or encumber any of B er's assets [ pt as all d as Permitted Liens), or (3) sell with
recourse any of Borrower's accounts, except to Lender,

Continuity of Operations. (1} Engage in any business activities substantislly different than those in which Borrower is presently engaged,
(2) cease operations, liquidate, merge, transfer, acquire or consolidate with any other entity, change its name, dissolve or transfer or sell
Collateral out of the ordinary course of business, or (3) make any distribution with respect t¢ any capital account, whether by reduction of
capital or otherwise.

Loans, Acquisitions and Guaranties. (1) Loan, invest in or edvence money or assets to any other person, enterprise or entity, (2)
purchase, create or acquire any interest in any other enterprise or entity, or (3) incur any obligation as surety or guarantor other than in
the ordinary course of business.

Agreements. Enter into any sgreement containing any provisions which would be violated or breached by the performance of Borrower's
obligations under this Agreement or in connection herewith.

CESSATION OF ADVANCES. If Lender has made any commitment to make any Loan to Berrower, whether under this Agreement or under any
other agreement, Lender shall have no obligation to make Loan Advances or to disburse Loan proceeds if: (A} Borrower or any Guarantor is in
default under the terms of this Agreement or any of the Related Documents or eny other agreement that Borrower or any Guarentor has with
Lender; (B) Borrower or any Guarantor dies, b incomp torb insolvent, files a petition in bankruptcy or similar proceedings,
or is adjudged & bankrupt; (C} there occurs 8 material adverse change in Borrower's financial condition, in the financial condition of any
Guarantor, or in the value of any Collateral securing any Loan; or (D) any Guarantor seeks, claims or otherwise attempts to limit, modity or
revoke such Guarantor's guaranty of the Loan or any other loan with Lender; or (E] Lender in good faith deems itself insecure, even though no
Event of Default shell have occurred.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Borrower's sccounts with Lender (whether
checking, savings, or some other account}. This includes all accounts Borrower holds jointly with someone else and all accounts Borrower may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the Indebtedness against any
and all such accounts,

DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:
Payment Default. Borrower fails to make any payment when due under the Loen,

Other Defaults. Borrower fails 1o comply with or to perform any other term, obligation, covenant or condition contained in this Agreement
or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contained in any other
agreement between Lender and Borrower.

False Statements. Any warranty, repr ion or sta made or furnished to Lender by Borrower or on Borrower's behalt under this
Agreement or the Related Documents is false or misleading in any material respect, either now or a1 the time made or furnished or becomes
false or misleading at any time thereafter.

Death or Insolvency. The death of B or the dissolution or termination of B ‘s existence as @ going business, the insolvency
of Borrower, the appointment of a receiver for any part of Borrower's property, any assignment for the benefit of creditors, any type of
creditor workout, or the commencement of any proceeding under any bankruptcy or insolvency laws by or against Borrower.

Defective Coll lization. This Agreement or any of the Related Documents cesses to be in full force and effect fincluding failure of any
collateral document to create a valid and perfecied security interest or lien) at any time and for any reason.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-help,
repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral ing the Loen.
This includes & garnishment of any of Borrower’s accounts, including deposit accounts, with Lender. However, this Event of Default shall
not apply if there is » good faith dispute by Borrower as to the validity or reasonableness of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or
a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Events Affecting Guarantor. Any of the preceding evenis occurs with respect to any Guarantor of any of the Indebtedness or any
Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any G y of the Indebted

Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender believes the prospect of payment or
performance of the Loan is impaired.

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default on Indebtedness, is curable and it Borrower or Grantor, as the case may be, has not been
given a notice of a similer default within the preceding twelve {12) months, it may be cured if Borrower or Grantor, as the case may be,
atter Lender sends written notice 1o Borrower or Grantor, as the case may be, demanding cure of such default: (1) cure the default |w|thm
thirty (30} days; or (2) if the cure requires more than thirty (30) days, immediately initiate steps which Lender deems in Lender's sole
discretion 1o be sufficient to cure the default and thereafter continue and complete all able and r y steps sufficient to produce
complisnce 8s soon as ressonably practical.

DEFAULT. If any Event of Default shail occur, except where otherwise provided in this Agreement or the Related
gfga:t:.‘:: ﬂn&ia and oﬁiqaﬁonsvof Lender under this Agreement or the Related Documen.n or eny other agreement immaediately w!ll
terminate (including any obligation to meke further Loan Advances or disbutsemr_ml. and, 8t Lender's option, all Indebtedness kmmm.itate!:l w.::
become due and payable, all without notice of any kind to Borrower, except thal_ in the case (.If. an Event of Default of the type deacl:dlbed 1
*Insolvency” subsection above, such acceleration shall be automatic and not optional. In addition, Lendgr_shlll have a"ll the rights ; ’rms
provided in the Related Documents or available at law, in equity, or otherwise. Excepl s may be prohibited by spplicable law, all o o er's
rights and remedias shall be cumulative and may be exercised singularly or concurrently. 'E.Im:mn by Lender to pursue any remedy S . not
exclude pursuit of any other remedy, and an election to make uxpendi\u_lea or 1o take action to perform an obligation of Borrower or of any
Grantor shall not affect Lender's right to declare 8 default and to exercise its rights and remedies.
MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:
i nt, together with any Related Documents, constitutes the entire understanding and agreemant_ni ll_ie parties
:sn;m&elm:o? ?;Iﬁ:rll: tlhisoggraamem. N: alteration of or amendment to this Agreement shall be effective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or amendment. .
A s : E rrower agrees to pay upon demand all of Lender's costs and expenses, including Lender's rf:nsonab
at!ormy';' I?e?'and 'Lender's Bleogeﬂ experges. incurred in connection with the enforcement of this Agreement. Lendgr mn:“g:r:lm p::
someone eise 1o help enforce this Agreement, and Borrower shall pay the costs and expenses pi gu:h eAﬂicm:ernamIil l::ls . 'e:n;m
include Lender's reasonable attorneys' fees and legal expenses whe!he_r or not there i§ a lawsuﬂ._mcludmg u_aa_sonl:‘ e}a ome:;s e
legal expenses for bankruptey proceedings {including efforts to modify or vacate any automatic stay or injunction}, appeals,
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antic - i
» ;:rq ifmud post-judgment collection services. Borrower also shall pay all court costs and such additional fees as may be directed by the

Caption Headings. Caption headings in this Agr are for i i
N e At g purposes only and are not to be used 1o interpret or define the

Consent to Loan Participation. Borrower agrees and consents to Lender's sale or transfer,

participation interests in the Loan to one or more purchasers, whoﬂm related or unmlatad 0 i.:\::?‘r l.sr::.l: ::!:'.m Tmzmm:‘ .
limitation whatsoever, 10 any one or more purchasers, or p h s, any i ion or k ledge Lender may have nboz
Borrower or sbout any other matter relating to the Loan, and Bom:wor houby walves any rights 1o privacy Bom;vu: may have with respect
to such matters. Borrower additionally waives any and all notices of sale of participation interests, as well as all notices of any repurchase
of such participation interests. Borrower slso agrees that the purchasers of sny such participation interests will be considered as the
absolute owners of such interests in the Loan and will have all the rights granted under the participation agreement or agreements
governing the sale of such participation interests. Borrower further waives all rights of offset or counterclaim that it may have now or later
against Lender or against any purchaser of such a participation interest and unconditionally agrees that either Lender or such purchaser may
enforce Borrower's obligation under the Losn irrespective of the failure or insolvency of any holder of any lnllml'l in the Loan. Borrower

further agrees that the purchaser of any such perticipation interests may enforce its interests ir e of

defenses that Borrower may have against Lender, N . L

Governing Law. This Agr will be g d by fed h'«lwluuowl.uﬂu-ﬁ mﬂnomnﬂwd tederal law, the

:sﬂhcmxdmofimmmmmmﬂ This A has been -4 d by Lender in
Commonwealth of Kentucky -

Choice of Venue. If there is a lawsuit, Borrower agrees upon Lender's request 1o submit to the jurisdiction of the courts of Estill County,
Commonweaith of Kentucky.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in writing
and signed by Lender. No delay or omission on the pnﬂ of Lender in exercising any right shall operate as a waiver of such right or any
other right. A waiver by Lender of a provision of this A shall not prejudice or constitute a waiver of Lender's right otherwise to
demand strict complience with that ptovishn or any other provision of this Agreement. No prior waiver by Lender, nor any course of
desaling between Lender and Borrower, or between Lender and any Grantor, shall constitute a waiver of any of Lender's rights or of any of
Borrower's or any Grantor's oblipations as to any future tr, w. Wh thu ull.mdnll.,‘ d under this Ag

the granting of such consent by Lender in any instance shall not itute i to sub nt i whare mch comn\
Is required and in all cases such consent may be granted or withheld in the sole dhmtinn of Lender.

Notices. Any notice required to be ginn under this Agreement shall be given in writing, and shall be effective when actually delivered,
when actually received by tel imil less otherwise required by law), when dnpom-d with & nationally reoognized ovarnlgm courier,
or, if mailed, when deposited in the United Stetes mail, as first class, certified or registered mail p d to the addresses
shown near the beginning of this Agvumen'l Any party may change its address for notices under this Aammont by giving formal written
notice to the other perties, sp that the purp of the notice is to change the party's address. For notice purposes, Borrower
agrees to keep Lender informed at all timu of Borrowlr'l current address. Unless otherwise provided or required by law, if there is more
than one Borrower, any notice given by Lender to any Borrower is deemed to be notice given to all Borrowers.

Severablility. If a court of competent jurisdiction finds any provision of this Agreement 1o be illegal, invalid, or uncntorcubta 8s 1 any
circumstance, that finding shall not make the offending provision illegal, invalid, or unenforceable as to any other cir ce.

the offending provision shall be considered modified so that it becomes legel, valid and enforceable. If the offending provision cannot be so
modified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the illegality, imﬂadnv. or unanlomubum
of any provision of this Ag: it shall not affect the legality, validity or enforceability of any other provision of this A

Subsidiaries and Affiliates of Borrower. To the extent the context of any provisions of this Ag makes it appropri di
without limitation any representation, warranty or covenant, the word "Borrower” as used in this Agreement shall include all of Borrowor s
subsidiaries and affiliates. Notwithstanding the foregoing however, under no circumstances shall this Agreement be construed to require
Lender tc make any Loan or other financial accommodation to any of Borrower's subsidiaries or affiliates.

Successors and Assigns. All covenants and agreements by or on behalf of Borrower contained in this Ag it or any Rel
Documents shall bind Borrower's successors and assigns and shall inure 1o the benefit of Lender and its successors and assigns. Borrower
shall no1, however, have the right to assign Borrower's rights under this Agreement or any interest therein, without the prior written
consent of Lender,

Survival of Representations and Warranties. Borrower understands and agrees that in making the Loan, Lender is relying on all
representations, warranties, and covenants made by Borrower in lhis Agreement or in any certificate or other instrument delivered by
Borrower to Lender under this Agreement or the Related D nts. further ag that regardless of any investigation made by
Lender, all such representations, warranties and covenants will survive the making of the Loan and delivery to Lender of the Related
Documents, shall be continuing in nature, and shall remain in full force and effect until such time as Borrower's Indebtedness shall be peid
in full, or until this Agreement shall be terminated in the manner provided above, whichever is the last 10 occur.

Time is of the Essence. Time is of the essence in the performance of this Agreement.
Waive Jury. All parties to this Ag hereby waive the right to any jury trial in any action, p ding. or claim brought by any
party against any other party,
DEFINITIONS. The following capitelized words and terms shall have the following meanings when used in this Agreement, Unless specifically
stated 1o the contrary, all references to dollar amounts shall mean amounts in lawful money of the United States of America. Words and terms

used in the singular shall include the plural, and the plural shall include the singular, as the context may require. Words and terms not otherwise
defined in this Agreement shall have the mesnings attributed to such terms in the Uniform Commercial Code. Accounting words and terms not

otherwise defined in this Ap 1t shall have the meanings assigned to them in accordance with generally accepted accounting principles as in
efiect on the date of this Agrnmant
Advance. The word "Ad " @ disbur of Loan tunds made, or 10 be made, 10 Borrower or on Borrower's behalf on a line

of credit or multiple advance basis under the terms and conditions of this Agreement.

Agreement. The word "Agreement” means this Baslnus Loan Agreement, as this Business Loan Agreement may be amended or modified
from time to time, together with all exhibits and sch at 10 this Business Loan Agreement from time to time.

Borrower. The word "Borrower” means Estill Co Water District #1 and includes all co-signers and co-makers signing the Note and all their
successors and assigns.,

Collateral. The word "Collateral® means all property and assets granted as collateral security for @ Loan, whether real or personal property,
whether granted directly or indirectly, whether granted now or in the future, and whether granted in the form of a security interest,
mortgage, collateral mortgage, deed of trust, assignment, pledge, crop pledge, chattel mortgage, collateral chattel mortgage, chattel trust,
factor's lien, equipment trust, conditional sale, trust receipt, lien, charge, lien or title retention contract, lease or consignment intended as »
security device, or any other security or lien interest wh » whether d by law, 1, or otherwise.

Environmental Laws. The words "Environmental Laws" mean any and all state, federal and locsl statutes, regulstions and ordinances
relating 1o the protection of human health or the environment, including without limitation the Comprehensive Environmemal Response,
Compensation, and Lisbility Act of 1980, ss smended, 42 U.S.C. Section 8601, et seq. ("CERCLA"), the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-488 ("SARA"), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq.,
the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or
regulations adopted pursuant thereto.

Event of Default. The words "Event of Default™ mean any of the events of default set forth in this Agreement in the default section of this
Agreement, |
GAAP. The word "GAAP" means generally accepted accounting principles. |

Grantor. The word "Grantor® means each and all of the persons or entities granting a Security Interest in any Collateral for the Loan,
including without limitation all Barrowers granting such a Security Interest.

Guarantor. The word “Guarantor” n. Bny guarantor, surely, of accommodation party

or all of the Loan.
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Guaranty. The word “Guaranty” means the guaranty from Guarantor to Lender, including without limitation & guaranty of all or part of the
Note.

Hazardous Substances. Tha words "Hazardous Substances” mean materials thal, because of their quantity, concentration or physical,
chemical or infecti ics, may cause or pose @ present or potential hazard to human health or the environment when
improperly used, uamod stored, disposed of, generaled, manufactured, transported or otherwise handled. The words “"Hazardous
Substances” are used in their very broadest sense and include without limitation any and all hazerdous or toxic substances, materials or
waste as defined by or listed under the Environmental Laws. The term “Hazsrdous Sub * also includes, without limitation, petroleum
and petroleum by-products or any fraction thereof and asbestos.

Indebtedness. The word "Indebtedness” means the indebtedness evidenced by the Note or Related Documents, including all principal and
interest together with all other indebtedness and costs and expenses for which Borrower is responsible under this Agreement or under any
of the Related Documents.

Lender. The word *Lender” means Citizens Guaranty Bank, its successors and assigns.

Loan. The wocd Lo-n _means any end all loans and financial accommodations from Lender 1 Borrower whether now or hereatter
d, including without limitation those loans and financial accommeod o ibed herein or described on
any enﬁhit or cchodulo nﬂlched 1o this Agreement from time to time.

Note. The word “Note" means the Note dated October 31, 2013 and executed by Estill Co Water District #1 in the principal amount of
$200,305.00, together with all r Is of, extensions of, modifications of, refinancings of, lidations of, and substitutions for the
note or credit agreement.
Permitted Liens. The words "Permitted Liens”™ mean (1) liens and security interests securing Indebtedness owed by Borrower to Lender;
tZa Hem for nnos, assessments, or similar charges either not yet due or being contested in good faith; (3) liens of materiaimen,
wareh or carriers, or other like liens arising in the ordinary course of business and securing obligations which are not
ve( delinquent; (4) purchase meney liens or purchase money security interests upen or in any property acquired or held by Borrower in the
ordinary course of business to secure indebtedness outstanding on the dete of this Agreement or permitted to be incurred under the
paragraph of this Agreement titled "Indebtedness and Liens”; (5} liens and security interests which, as of the date of this Agreement,
have been disclosed to and app d by the Lender in writing; and (6) those liens and security interests which in the aggregate constitute
an immaterial and insignifi L Y with respect to the net value of Borrower's assets.

Related Documemts. The words "Related Documents” mean all promissory notes, credil agreements, loan agreements, environmental
sgreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, coliateral mortgages, and all other instruments,
agreements and documents, whether now or hereafter existing, executed in connection with the Loan.

Security Agreement. The words “Security Agreement” mean and include without limitation any agreements, promises, covenants,
arrangements, understandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, representing, or
creating & Security Interest.

Security Interest. The words "Security Interest”™ mean, without limitation, any and &ll types of collateral security, present and future,
whether in the form of a lien, charge, encumbrance, mortgage, deed of trust, security deed, assignment, pledge, crop pledge, chatte!
mortgege, collateral chattel mortgage, chattel trust, faector's lien, equipment trusi, conditional sale, ml receipt, lien or title retention
contract, lease or consignment intended as & security device, or any other sacurity or lien i t whether d by law,
contract, or otherwise.

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGREES TO
ITS TEAMS. THIS BUSINESS LOAN AGREEMENT IS DATED OCTOBER 31, 2013.

BORROWER:

ESTILL CO WATER DISTRICT #1

By:

By:
Jerry M Arnoid, Secretary of Estill Co Water District Greg A Wright, Chairman of Estill Co Water District
"

By:
“William Beard, Treasurer of Estill Co Water District

#1

LENDER:

CITIZENS GUARANTY BANK

By:

Authorized Signer

LASER PRO Landing, Var. 12.3.0.554 Casn. Siatad Frsmons Sebctin, ine. 1357, 2013 A8 Nghwe Reswwed, - €V FACFRCARTICHUPLICAIT W8 18014 M8




T AT e T

NOTICE OF FINAL AGREEMENT

“Principal | Loan Date | Maturity |  Loan No CaliCol |  Account
tzon,aus.oa = 16-31-2013 10-30-2017 88196 At 10098348 | sLC

Reterences in thl boxes above are for Lender's use only and do not limit the applicability of this document to any pnnleutlr loan or item.
Any item above containing "***" has been omitted due to text length limitstions.

Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.0. Box 630
Irvine, KY 40336-0630
(606) 723-2139

BY SIGNING THIS DOCUMENT EACH PARTY REPRESENTS AND AGREES THAT: (A) THE WRITTEN LOAN
AGREEMENT REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES, (B) THERE ARE NO
UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES, AND (C) THE WRITTEN LOAN AGREEMENT
MAY NOT BE CONTRADICTED BY EVIDENCE OF ANY PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT
ORAL AGREEMENTS OR UNDERSTANDINGS OF THE PARTIES.

As used in this Notice, the following terms have the following meanings:

Loan. The term “Loan™ means the lo!lnwing described loan: & Fixed Rate (3.850%) Nondisclossble Loan 1o a Government Entity for
$200,306.00 due on October 30, 2017

Loan Agreement. The term “Loan Agreement” means one or more promises, promissory notes, lgrumonts. undertakings, security
agreements, deeds of trust or other d , or commi or any combination of those or de s, relating 1o the
Loan, including without limitetion the following:

LOAN DOCUMENTS

Amortization Schedule

Governmental Certificate: Estill Co Water District #1
Customer Information Profile: Williem Beard

Customer Information Profile: Greg A Wright

KY Commercial Security Agreement: All Accounts Receivable
now owned or hereafter acquired in the operation of Estill
County Water District #1; owned by Estill Co Water District
£

W-9 Request for Taxpayer ID Number and Certification: :
Greg A Wright

W-8 Request for Texpayer ID Number and Certification: :
Estill Co Water District #1

Disclosure of Right to Receive a Copy of an Appraisal
Business Loan Agreement

Customer Information Profile: Jerry M Arnold

Promissory Note

KY National UCC Financing Statement (Rev, 04/20/11): Al
Accounts; whmhu any of the lougolng is

Disbur and Auth

Notice ot Final Agrumam

W-9 Request for Taxpayer ID Number and Certification: : William
Beard

W-8 Request for Taxpayer ID Number and Certification: : Jerry M
Arnold

Parties. The term “Parties® means Citizens Guaranty Bank and any and all entities or individuals who sre obligated to ropay the

losn or have pledged property as security for the Loan, includi

g without limitation the following:

Borrower: Estill Co Water District #1
Grantoris): Estill Co Water District #1
Each Party who signs below. other than Citizens G Bank, ack viedges, rep: and warrants 1o Citizens Guaranty Bank that it
has ived, read and “—mmmdﬁdlm mmhmomu 2013,
BORROWER:
ESTILL CO WATER DISTRICT #1

By:
“Jorry M Amold, Secretary of Estill Co Water District
#1

By:
“William Beard, Treasurer of Estill Co Water District
L3

LENDER:

CITIZENS GUARANTY BANK

By:
Y Son A i Craimman of Gl Co Water District
(Al

Py yr——— g ———————"Te T TR ST




Maovants
Exhibit__ A&

THE ESTILL COUNTY WATER DISTRICT BOARD OF COMMISSIONERS (THE
COMMISSION) MET IN REGULAR SESSION THURSDAY OCTOBER 31,2013 AT 3:00 P.M. IN
THE CONFERENCE ROOM AT ITS OFFICES LOCATED AT 76 CEDAR GROVE ROAD,
IRVINE, KENTUCKY, WITH THE FOLLOWING OFFICERS AND MEMBERS PRESENT:
GREG WRIGHT, CHAIRMAN, JERRY ARNOLD, SECRETARY, WILLIAM BEARD.
TREASURER, AUDREA MILLER, OFFICE MANAGER, AND DWIGHT RICHARDSON,
OPERATIONAL MANAGER.

From the roll call, it was determined that a quorum of the Board of Commissioners of the
Estill County Water District was present. The meeting was then opened for the transaction of
business, at which time the following proceedings were had and entered for record:

ON MOTION OF BEARD AND SECONDED BY ARNOLD and all members of the Board
voting in the affirmative, that the Board approves the agenda for the October 31, 2013 regular Board
of Commissioners Meeting.

The Minutes from the October 22, 2013 special board meeting were presented to the Board
with no corrections being found necessary. ON MOTION OF ARNOLD AND SECONDED BY
BEARD and all members of the Board voting in the affirmative, that the Minutes be approved as
presented.

ON MOTION OF BEARD AND SECONDED BY ARNOLD and all members of the Board
voting in the affirmative that the District take out a loan, in the amount of $200,000.00, from
Citizen's Guaranty Bank. The loan will be locked in at 3.85% interest for 4 years, amortized over 8
years. The Districts accounts receivables will be used as collateral. Greg Wright, Jerry Arnold and
William Beard will sign all paperwork pertaining to the loan.

ON MOTION OF ARNOLD AND SECONDED BY BEARD and all members of the Board
voting in the affirmative, that the District’s November regular scheduled meeting be changed to
Tuesday November 26, 2013 due to the Thanksgiving holiday.

ON MOTION OF ARNOLD AND SECONDED BY BEARD and all members of the Board voting in
the affirmative that the fire departments will be assessed a $10.00 fee for not filing monthly water
usage reports.

ON MOTION OF BEARD AND SECONDED BY ARNOLD and all members of the Board
voting in the affirmative, that the meeting be adjourned.

.L) '
Attested: g,j é1 Z:u?ﬂf

*Meeting agenda and St‘gn in sheets are filed in the Districts office and can be made available for review
upon request.
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Exhibit \3
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AMORTIZATION SCHEDULE
Principal Loan Date | Matunity Loan No Call/ Coll Account Officer | Initials
$100,305.00 | 01-29-2015 |01-28-2018 03387 5 10098348 | SILC

References in the boxes sbove are for Lender's use only and do not limit the applicability of this document to any particular loan or item.
Any item above containing " ** ** has been omitted due o text langth limitations.

Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Codar Grove Rd River Drive Branch
krvine, KY 40336-7687 25 River Drive
P.0. Box 630
frvine, KY 40336-0630
(606) 723-2139
Disbursemant Date: January 29, 20156 Repayment Schedule: Balloon
Imerest Rate: 3.850 Celculstion Method: 385/365 U.S. Rule
Payment Paymaent Payment Interest Principsl Ramaining
Number Date Amount Paid Paid Balsnce
1 02-28-2015 1,215.44 317.40 B9B.04 99,406.96
2 03-28-201% 1.216.44 293.58 921.88 88,485.11
3 04-28-2015 1.216.44 322.03 893.41 97.,681.70
4 05-28-2015 1,215.44 308.82 806.62 96,685.08
5 06-28-2015 1.215.44 316.16 899.28 95,785.79
6 07-28-2015 1.216.44 303.10 912.34 94,873.45
7 08-28-2018 1.2156.44 310.22 905.22 83,868.23
8 08-28-2015 1.215.44 307.26 908.18 83,060.05
-] 10-28-2018 1.215.44 294.48 820.96 92,139.09
10 11-28-20156 1,216.44 301,28 914.16 91,224.93
n 12-28-201% 1,216 .44 2BB.B7 826.77 80,208.16
2015 TOTALS: 13.369.64 3.363.00 10.006.84
12 01-28-20016 1.215.44 284.56 920.88 88,377.28
13 02-28-2016 1.215.44 291.45 92399 88,453.29
14 03-28-2016 1,215.44 288.83 945.61 B7,6507.68
15 04-28-2016 1,215.44 285.36 830.08 B6,677.80
18 05-28-2016 1,215.44 273.22- 842,22~ B5,635.38
17 06-28-2016 1,215.44 279.25 836.19 B4,699.18
18 07-28-2016 1.216.44 267.28 848.18 B3,7561.04
19 DB-28-20186 1.215.44 2731 94233 B82,808.71
20 08-28-2016 1,215.44 270.03 945.41 81,863.30
2 10-28-2016 1.215.44 258.34 857.10 80,906.20
22 11-28-2016 1,215.44 263.83 951.61 79,054,659
23 12-28-2016 1,215.44 252.32 863.12 78,991.47
2016 TOTALS: 14,585.28 3.278.58 11,306.68
24 01-28-2017 1.215.44 268.20 957.24 78,034.23
25 02-28-2017 1.215.44 256.16 960.28 77,073.88
26 03-28-2017 1.215.44 227.63 sg7.81 76,086.14
27 04-28-2017 1.216.44 248.79 966.65 76,118.49
28 05-28-2017 1,215.44 2311 §77.73 74,141.76
29 06-28-2017 1.216.44 242.43 873.01 73,168.75
30 07-28-2017 1,21544 231.83 983.91 72,184.84
3 08-28-2017 —1,215.44 236.03 979.41 71,205.43
32 09-28-2017 1.215.44 232.83 882.61 70.222.82
k] 10-28-2017 1.216.44 222.1 $93.23 69,229.58
34 11-28-2017 1,216.44 226.37 989.07 68,240.52
35 12-28-2017 1.215.44 215.94 $98.50 67,241.02 &
2017 TOTALS: 14,585.28 2.834.83 11,750.45
36 01-28-2018 1.216.44 219.87 995.57 66,245.45
7 02-28-2018 1.215.44 216.61 898.83 85,246.82
a8 03-28-2018 1.215.44 182.70 1,022.74 64,223.88
39 04-28-2018 1.216.44 210.00 1,005.44 63,218.44
40 06-28-2018 1,216.44 200.05 1.015.39 62,203.05
41 06-28-2018 1.215.44 203.40 1,012.04 61,191.1
42 07-28-2018 1,215.44 183.63 1,021.81 60,168.20
43 08-28-2018 1,216.44 186.76 1,018.69 68,150.51
44 08-28-2018 1,216.44 183.41 1,022.03 68,128.48
45 10-28-2018 1,216.44 183.94 1,031.50 67,096.98
45 11.28-2018 1,215.44 186.70 1,028.74 66,068.24
47 12-28-2018 1.215.44 177.42 1,038.02 55,030.22
2018 TOTALS: 14,585.28 2,374 .48 12.210.80
48 01-28-2019 556,210.16 179.94 55,030.22 0.00
2019 TOTALS: 585.210.16 178.94 §5.030.22
TOTALS: 112.335.84 12.030.84 100.305.00
NOTICE: This is an esti d loan emar ion schedule, Actusl amounts may vary if payments are made on different dates or in different
amounts.
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PROMISSORY NOTE

Principal Loan Date Maturity Loan No Call / Coll | Account. Officer | Initials
$100,305.00 |01-29-2015 |01-28-2019 03387 5 | 10098348 SLC

References in the boxes above are for Lender's use only and do not limit the applicability of this document to any particular loan or item.
Any item above containing "* *** has been omitted due to text length limitations.

Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.O. Box 630
Irvine, KY 40336-0630
(606) 723-2139
Principal Amount: $100,305.00 Interest Rate: 3.850% Date of Note: January 29, 2015

PROMISE TO PAY. Estill Co Water District #1 ("Borrower”) promises to pay to Citizens Guaranty Bank ("Lender”), or order, in lawful money of
the United States of America, the principal amount of One Hundred Thousend Three Hundred Five & 00/100 Dollars ($100,305.00), together
with interest on the unpaid principal bal from J y 29, 2015, calculated as described in the “INTEREST CALCULATION METHOD"
paragraph using an interest rate of 3.850% per annum, until paid in full. The interest rate may change under the terms and conditions of the
“INTEREST AFTER DEFAULT" section.

PAYMENT. Borrower will pay this loan in 47 regular payments of $1,215.44 each and one irregular last payment estimated st $55,210.16.

Borrower's first payment is due February 28, 2015, and all subsequent payments are due on the same day of each month after that.
Borrowar's final payment will be due on January 28, 2019, and will be for all principal and all accrued interest not yet paid. Payments include

principal and interest. Unless otherwise agreed or required by licable law. pay will be applied first to any accrued unpaid interest: then
to principal; then to any escr as required under any mortgage, deed of trust. or other security instrument or
ity i B will pay Lender at Lender’s

of reserve pay
y ag g this Note; then 1o any late charges; and then to any unpaid collection costs.
address shown sbove or at such other place as Lender may designate in' writing. All payments must be made in U.S. dollars and must be
received by Lender consistent with any written payment instructions provided by Lender. if 8 payment is made consistent with Lender's
pay ins i but ived after 5:00 p.m. Eastern Standard Time, Monday thru Friday, Lender will credit Borrower's payment on the
next business day.
INTEREST CALCULATION METHOD. Interest on this Note is computed on a 365/365 simple interest basis: that is. by applying the ratio of the
interest rate over the number of days in a year (366 during leap years), multiplied by the ding principal bal; multiplied by the actual
ber of days the principal bal is ding. Al i payable under this Note is puted using this method
PREPAYMENT. Borrower agrees that all loan fees and other prepaid finance charges are earned fully as of the date of the loan and will not be
subject to refund upon early payment (whether voluntary or as & result of default), except as otherwise required by law, Except for the
foregoing, Borrower may pay without penalty all or & portion of the amount owed earlier than it is due. Early payments will not, unless agreed
to by Lender in writing, relieve Borrower of Borrower's obligation to continue to make payments under the payment schedule. Rather, early
payments will reduce the principal balance due and may result in Borrower's making fewer payments. Borrower agrees not to send Lender
payments marked “paid in full®, "without recourse®, or similar language. If Borrower sends such a payment, kender may accept it without
losing any of Lender's righte under this Note, and Borrower will remain obligated to pay any further amount owed to Lender. All written
icati ing disputed amounts, including any check or other payment instrument that indicates that the payment constitutes
“payment in full” of the amount owed or that is tendered with other conditions or limitations or as full satisfaction of a disputed amount must be
mailed or delivered to: Citizens Guaranty Bank, A Real Community Bank, P.O. Box 630 Irvine, KY 40336-0630.

LATE CHARGE. If a payment is 10 days or more late, Borrower will be charged 5.000% of the regularly scheduled payment.

INTEREST AFTER DEFAULT. Upon default, including failure 1o pay upon final maturity, the total sum due under this Note will continue to accrue
interest at the interest rate under this Note.

DEFAULT. Each of the following shall constitute an event of default (*Event of Default™) under this Note:
Payment Default. Borrower fails 1o make any payment when due under this Note.

Other Defaults. Borrower fails to comply with or to perform any other term, obligation, covenant or condition contained in this Note or in
any of the related documents or to comply with or to perform any term, obligation, covenant or condition contained in any other agreement
between Lender and Borrower.

False Statements. Any anty, repr ion or it made or furnished to Lender by Borrower or on Borrower's behalf under this
Note or the related documents is false or misleading in any material respect, either now or at the time made or furnished or becomes false
or misleading at any time thereafter.

Death or Insolvency. The death of Borrower or the dissolution or termination of Borrower's existence as a going business, the insolvency

of Borrower, the appoi of a receiver for any part of Borrower's property, any assignment for the benefit of creditors, any type of
creditor workout, or the of any pr ding under any bankrupicy or insolvency laws by or against Borrower.

Creditor or Forfeiture P dings. C of 1 ! or forfeiture proceedings, whether by judicial proceeding, self-help,
repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral securing the loan.
This includes & ish of any of B 'S including deposit accounts, with Lender. However, this Event of Default shall

gar 3
not apply if there is & good faith dispute by Borrower as to the validity or reasonableness of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or
a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Events Affecting Guarantor. Any of the preceding events occurs with respect 1o any guarantor, endorser, surety, or accommodation party
of any of the indebtedness or any guarantor, endorser, surety, or accommodation party dies or b i petent, or r k or
disputes the validity of, or liability under, any guaranty of the indebtedness evidenced by this Note.

Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender believes the of nt
performance of this Note is impaired. i i

Insecurity. Lender in good faith believes itself insecure.

Cure Provisions. If any default, other than a default in payment is curable and if Borrower has not been given a notice of a breach of the

same provision of this Note within the preceding twelve (12) months, it may be cured if Borrower, after Lender sends written notice to

Borrower demanding cure of such default: (1) cures the default within thirty (30) days; or (2] if the cure requires more than thirty (30}

days, immediately initiates steps which Lender deems in Lender's sole discretion to be sufficient 1o cure the default and thereatter
inues and pl all r ble and r v steps sufficient to produce compliance as soon as reasonably practical,

LENDER'S RIGHTS. Upon default, Lender may declare the entire unpaid principal balance under this Note and all i
immediately due, and then Borrower will pay that smount, i Rt V.

ATTORNEYS' FEES; EXPENSES I.enda_t may hire or pay someone else 10 help collect this Note if Borrower does not pay. Borrower will pay
Lender that amount. Thu iw:!u!oll. !ubpoci 10 any limits under applicable law, Lender's reasonable attorneys' fees and Lender's legsl expenses
whether or not there is a lawsuit, including reasonable attorneys' fees and legal expenses for bankruptcy proceedings (including efforts to

modity or vacate sny automatic stay or injunction), end appeals. 1 not prohibited by applicable law, Borr il i
addition to all other sums provided by law. ” " ' AL O oy O o

covsnuneuw.mmwummwnmm:umm.mm-mm federal law, the laws of
the € eaith of K '-.-wiumuguummmmmmmm.mmmummwmmmhuucw
of Kentucky.

CHOICE OF VENUE. If 1t:eta is a lawsuit, Borrower agrees upon Lender's request to submit to the jurisdiction of the courts of Estill County,

omi ith of K

DISHONORED ITEM FEE. Borrower will pay & fee 10 Lender of $25.00 if Borrower makes a nt on Bo ‘s lo
presuthorized charge with which Borrower pays is later dishonored. il TR o T o

RIGHT OF SETOFF. To the extent parmitted by applicable law, Lender reserves a right of setoff in all Borrower's accounts with Lender (whether




PROMISSORY NOTE
Loan Neo: 03387 (Continued) Page 2

checking, savings, or some other account), This includes all accounts Borrower holds jointly with someone else and all accounts Borrower may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohiblwd by
law. Borrower authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the indebtedness against any
and all such accounts,

COLLATERAL. Borrower acknowledges this Note is secured by All Accounts Receivable now owned or hereafter acquired in the operation of
Estill Co Water District #1.

SUCCESSOR INTERESTS. The terms of this Note shall be bmdmg upon Borrower, and upon Borrower's heirs, personal representatives,
successors and assigns, and shall inure 1o the benefit of Lender and its successors and assigns.

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Borrower may notify Lender if Lender
reports any inaccurate information about Borrower's accountis) to & consumer reporting agency. Bomower's written notice describing the
specific inaccuracylies) should be sent to Lender at the following address: Citizens Guaranty Bank A Real Community Bank, P.O. Box 630 Irvine,
KY 40336-0630.

GENERAL PROVISIONS. If any part of this Note cannot be enforced, this fact will not affect the rest of the Note. Lender may delay or forgo
enforcing any of its rights or remedies under this Note without losing them. Borrower and any other person who signs, guarantees or endorses
this Note, to the extent allowed by law, waive presentment, demand for payment, and notice of dishonor. Upon any change in th- terms of this
Note, and unless otherwise expressly stated in writing, no party who signs this Note, whether as maker, gu ion maker or
endorser, shall be released from liability. All such parties agree that Lender may renew or extend (repeatedly and lot any length of time) this
loan or release any party or guarantor or collateral; or impair, fail 10 realize upon or perfect Lender's security interest in the collateral; and take
any other action deemed necessary by Lender without the consent of or notice to anyone. All such parties also agree that Lender may modify
this loan without the consent of or notice 1o anyone other than the party with whom the modification is made. The obligations under this Note
are joint and several.

PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER AGREES TO THE
TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

BORROWER:
ESTILL CO WATER DISTRICT #1
By: By:
?AWMMMBG&:W”I&B&: Jerry M Amold, Secretary of Estill Co Water District
1

" William Beard, Treasurer of Estill Co Water District
#1

LbarPra. Vo, 145 10.006 Cop 0 o5 Vi Copaamon 1950 2015, &8 w 072 wet




DISBURSEMENT REQUEST AND AUTHORIZATION

Principal Loan Date | Maturity Loan No Call / Cofl Account Officer | Initials
$100,305.00 | 01-29-2015 |01-28-2019 03387 5 10098348 SLC
References in the boxes above are for Lender's use only and do not limit the applicability o!lfﬁudocmmmmmypurﬂcuar loan or item.
Any item above containing *** ** has been omitted due to text length limitations.
Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine. KY 40336-7697 25 River Drive
P.0. Box 630
Irvine, KY 40336-0630
(606) 723-2138
LOAN TYPE. This is a Fixed Rate (3.850%) Nondisclosable Loan to a G it Entity for $100,305.00 due on January 28, 2019,

PRIMARY PURPOSE OF LOAN. The primary purpose of this loan is for:
[ personal, Family. or Household Purposes or Personal Investment.
[ Business (Including Real Estate Investment).

SPECIFIC PURPOSE. The specific purpose of this loan is: Operating money.
DISBURSEMENT NSTIIUCTIOIIS Borrower understands that no loen proceeds will be disbursed until all of Lender's conditions for making the

loan have been satisfi Please disb the loan p ds of $100,305,00 as follows:
Amount paid to Borrower directly: $100,000.00
$100,000.00 Lender's Check #
Other Charges Financed: $10.00
$10.00 UCC Filing Fee
Total Financed Prepaid Finance Charges: $295.00

$275.00 Commercial Loan Fee
$20.00 Loan Coupon Book

Note Principal: $100,305.00

FINANCIAL CONDITION. BY SIGNING THIS AUTHORIZATION, BORROWER REPRESENTS AND WARRANTS TO LENDER THAT THE
INFORMATION PROVIDED ABOVE IS TRUE AND CORRECT AND THAT THERE HAS BEEN NO MATERIAL ADVERSE CHANGE IN BORROWER'S
FINANCIAL CONDITION AS DISCLOSED IN BORROWER'S MOST RECENT FINANCIAL STATEMENT TO LENDER. THIS AUTHORIZATION IS
DATED JANUARY 29, 2015.

BORROWER:

ESTILL CO WATER DISTRICT #1

By: By:
Greg A Wright, Chairman of Estill Co Water District Jorry M Amold, Secretary of Estill Co Water District
LAl £ Al

By:

William Beard, Treasurer of Estill Co Water District
L2l
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BUSINESS LOAN AGREEMENT

Principal Loan Date | Maturity Loan No Call  Coll Account Officer | Initials
$100,305.00 |01-29-2015 |01-28-2018 03387 B 10098348 SLC
References in the boxes above are for Lender's use only and do not imﬂuapplmbﬁty of this document to any particular loan or item.
Any itern above containing "* **" has been omitted due to text length limitations.
Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.O. Box 630
Irvine, KY 40336-0630
(606) 723-2139

THtS BUSINESS LOAN AGREEMENT dated January 29, 2015, hmidland exocuted between Estill Co Water District #1 {"Borrower") and
Citizens Guaranty Bank ("Lender™) on the following terms and conditions. B has ived prior comi ial loans from Lender or has

Mmm“;\gmm B d ds and ag Mlllhm.mmumWMWE

and (B) or extending
mmmmmnumuum«utmhummmmmmmdmmmumwm
to the terms and conditions of this Agreement.

TERM. This Agreement shall be effective as of January 29, 2015, and shall continue in full force and effect until such time as all of Borrower's
Loans in favor of Lender have been paid in full, including principal, i COSLS, Exp attorneys' fees, and other fees and charges, or
until January 28, 2018,

CONDITIONS PRECEDENT TO EACH ADVANCE. Lender's obligation to make the initial Advance and each subsequent Advance under this
Agreement shall be subject to the hulfiliment to Lender's satisfaction of all of the conditions set forth in this Agreement and in the Related
Documents.

Loan Documents. Borrownr shall pmviﬁe 10 Lender the following documents for the Loan: (1) the Note; (2) Security Agreements

granting to Lender Y in the Collateral; (3) financing statements and all other documents perfecting Lender's Security
i 14) evid of i wce as required below; (6) together with all such Related Documents as Lender may require for the Loan;
all in form and substance satisfactory to Lender and Lender's counsel.

B ‘s Authorizati B shall have provided in form and substance satisfactory to Lender properly certified resolutions, duly

mﬂm the execution and delivery of this Agreement, the Note and the Related Documents. In addition, Borrower shall have provided
such other resolutions, authorizations, documents and instruments as Lender or its counsel, may require.

Payment of Fees and Expenses. Borrower shall have paid to Lender all fees, charges, and other expenses which are then due and payable
as specified in this Agreement or any Related Document.

and Warranties. The representations and warranties set forth in this Agreement, in the Related Documents, and in any
document or certificate delivered to Lender under this Agreement are true and correct.

No Event of Default. There shall not exist at the time of any Advance a condition which would constitute an Event of Default under this
Agreement or under any Related Document.

REPRESENTATIONS AND WARRANTIES. Borrower represents and warrants to Lender, as of the date of this Agreement, as of the date of each
disbur of loan pr ds, as of the date of any renewal, extension or modification of any Loan, and at all times any Indebtedness exists:

Orgenization. Borrower is a8 governmental entity which Is, and at all times shall be, duly organized, validly existing, and in good standing
under end by virtue of the laws of |.hn Commonwnl:h of Kentucky. Borrower is duly authorized 1o transact business in all other states in
which Borrower is doing busi ined all ary filings, governmental licenses and approvals for each state in which
Borrower is doing business. Spod‘fu:llv Borruvur is, and at all times shall be, duly qualified as a foreign in all states in which the failure to
wwwwﬂldhawammmlmaﬁ-ummbwmtmﬁmmﬂm Borrower has the full power and authority 1o own its

properties and to transact the business in which it is p I Y proposes to Bo an office at
76 Cedar Grove Rd, lrvine, KY 40336-7697. Unless Borrower has dummdoﬂmwuahwmmg the principal office is the office at
which Borrower keeps its books and records including its ing the Coll I. Borrower will notity Lender prior to any change

in the location of Borrower's state of ugnrduﬂonurmychmguhﬂnrmweumme Borrower shall do all things necessary to preserve
and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes,
orders and decrees of any governmental or quasi-governmental authority or court applicable to B lnd" 's busi activities.

Assumed Business Names. Borrower has filed or recorded all documents or filings required by law relating to all d b
used by Borrower. Excluﬁ\gthemmoofBonowor.lhcfoﬂowhghnmmtoimmwmmmmﬂonowu
does business: None.

Authorization. Borrower's execution, delivery, and performance of this Agreement and all the Related Documents have been duly
authorized by all necessary action by Borrower and do not conflict with, result in a violation of, or constitute a default under (1) any

ision of any ag or other instrument binding upon Borrower or (2) eny law, governmental regulation, court decree, or order
awbuhlo to Borrower or to Barrower's properties.

Financial Information. Each of Borrower's financial statements supplied to Lender truly and completely disclosed Borrower's financial
condition as of the date of the stetement, and there has been no material adverse change in Borrower's financial condition nbuquenl to
the date of the most recent financial statement supplied to Lender. Borrower has no material contingent obligations pt as disclosed in
such financial statements.

Legal Effect. This Agreement constitutes, and any instrument or agreement Borrower is required to give under this Agreement when
delivered will constitute legal, valid, and binding obligations of Borrower enforceable against Borrower in accordance with their respective
terms.

Properties. Except as plated by this Agr or as previously disclosed in Borrower's financial statements or in writing to Lender
mdnmmodbyl.mder.mdoxemlupmponvnxliamlmlaxolmlprmnﬂvmmdmmo Bommorowmnmm:qoodmhto
all of Borrower's properties free and clear of all Security Interests, and has not executed any security do or |

relating to such properties. All of Borrower's properties are titled in Borrower's legal mm,u\dﬂumwmmmluudorﬂtdtmm
statement under amoﬂmnmhcnl least the last five (5) years.

Hazardous Sub Except as disclosed 1o and acknowledged by Lender in wriung. Bommu remmu and warrants Ihn (1) During
the period of Borrower's ownership of the Collateral, there has been no use, ger I, rel
o- threstened release of any Hazardous Substance by any person on, under, about or from any nl thu Coanurnl 2) Borromr has no
ledge of, or to beli that there has been (a) any breach or violation of any Environmental Laws; (b) any use, generation,
manufacture, storage, treatment, disposal, release or threstened release of any Hazardous Substance on, under, about or from the
Collateral by any prior owners or occupants of any of the Collateral; or (c) any actual or threatened litigation or claims of any kind by any
person relating 1o such matters. (3) Neither Borrower nor any tenant, contractor, agent or other authorized user of any of the Collateral
shall use, generate, manufacture, store, treal, dispose of or release any Hazardous Substance on, under, about or from any of the
Collateral; and any such activity shall be conducted in compliance with all applicable federal, state, and local laws, regulations, and
ordinances, including without limitation all Environmental Laws. Borrower authorizes Lender and its agents to enter upon the Collateral 1o
make such inspections and tests as Lender may deem appropriate to determine compliance of the Collateral with this section of the
Agreement. Any inspections or tests made by Lender shall be et Borrower's expense and for Lender's purposes only and shall not be
construed to create any responsibility or liability on the part of Lender to Borrower or 1o any other person. The representations and

warranties contained herein are based on Borrower's due diligence in i igating the Coll | for hazardous waste and Hazardous
Substances. Borrower hereby (1) releases and waives sny future claims lqaiﬂ:t Lender for indemnity or contribution in the event
Borrower becomes liable for cleanup or other costs under any such laws, and (2) agrees 1o ind ity, def and hold harmi Lender

against any and all claims, losses, liabilities, damages, penalties, and expenses which Lender may dnctly or indirectly sustain or sutfer
resulting from 8 breach of this section of the Agreement or as & consequence of any use, generation, manufacture, storage, disposal,
release or threatened release of & h dous waste or sub we on the Collateral. The provisions of this section of the Agreement,
including the obligation 1o indemnify and defend, shall survive the payment of the Ir di and the termination, expiration or
satisfaction of this Aqreement and shall not be affected by Lender's acquisition of any interest in any of the Collateral, whether by
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foreclosure or otherwise.
and Clasims. No litigation, claim, Investigation, ini ding or similar action (including those for unpaid taxes)

egainst Borrower is pending or threatened, mmo!MrmmmmMichmvmmmmmlﬂccthnﬁw
condition or properties, other than litigation, claims, or other events, if any, that have been disclosed to and acknowledged by Lender in

Taxes. To the best of Borrower's knowledge, all of Borrower's tax returns and reports that are or were required to be filed, have been
filed, and all taxes, assessments and other governmental charges have been paid in full, except those presently being or 10 be contested by
Borrower in good faith in the ordinary course of business and for which adequate reserves have been provided.

Lbnhw Unless otherwise previously disclosed to Lender in writing, Borrower has not emered into or granted any Security
Agr or, itted the filing or anachment of any Security Interests on or affecting any of the Collateral directly or indirectly

i nt of B *s Loan and Note, that would be prior or that may in any way be superior to Lender's Security Interests and
rlg!mhmdwwchcollaunl

Binding Effect. This Agreement, the Note, ﬂ&uﬁwmumm and all Related Documents are binding upon the signers
thereo!, as well as upon their s s, rep tatives and assigns, and are legally enforceable in accordance with their respective
erms.

AFFIRMATIVE COVENANTS. Borrower covenants and agrees with Lender that, so long as this Agreement remains in effect, Borrower will:

WMMNM.MMLMhWMMHId ial ady h in B 's financial condition,
and (2) el existing and all th d litigation, claims, investigations, adminis mummnhctmammwuu
any Guarantor which could materially affect the financial condition of Borrower or the financial condition of any Guarantor.

Financial Records. Maintain its books and records in accordance with GAAP, applied on a consistent basis, and permit Lender to examine
and audit Borrower's books and records at all reasonable times.

Financial Statements. Furnish Lender with the following:

Annual Statements. As soon as available, but in no event later than sixty (60) days after the end of each fiscal year, Borrower's
balence sheet and income statement for the year ended, prepared by Borrower.

Tax Returns. As soon as available, but in no event later than sixty (60) days efter the applicable filing date for the tax reporting period
ended, Borrower's Federal and other governmental tax returns, prepared by & tax professional satisfactory to Lender.

All financial reports required 10 be provided under this Agreement shall be prepared in accordence with GAAP, applied on a consistent
basis, and certified by Borrower as being true and correct.

Additional information. Furnish such additional inf ion and . @s Lender may request from time to time.

insurance. Mohummmmmkkuum. public liability insurance, and such other insurance as Lender may require with respect to
Borrower's properties g P in form, cmmmwm\hmmm-ﬂlemﬁr Borrower, upon
request of Lender, wwmtowmmtoﬁmhmmmmnud U y 10 Lender, including
stipulations that coverages will not be cancelled or diminished without at least ten (10) days prior wrltten notice to Lender. Each insurance
policy also shall include an endorsement providing that coverage in favor of Lender will not be impaired in any way by any act, omission or
default of Borrower or any other person. In connection with all policies covering assets in which Lender holds or is offered a security
interest for the Loans, Borrower will provide Lender with such lender's loss payable or other endorsements as Lender may require.

Insurance Reports. Furnish to Lender, upon request of Lender, reports on each existing insurance policy showing such information as
Lender may reasonably request, including without limitation the following: (1) the name of the insurer; (2) the risks insured; (3) the
amount of the policy; (4) the properties insured; (5) the then current property values on the basis of which i has been obtained
and the manner of determining those values; and (6] the expiration date of the policy. hmmmﬂﬂWMWm
more often than annually), Borrower will have an independent appreiser satistactory to Lender determine, as applicable, the actual cash
value or replacement cost of any Collsteral. The cost of such appraisal shall be paid by Borrower.

Other Agresments. Comply with all terms and conditions of all other agreements, whether now or hereafter existing, between Borrower
and any other party and notify Lender immediately in writing of any default in connection with any other such agreements.

Loan Proceeds. Use all Loan proceeds solely for Borrower's business operations, unless specifically consented to the contrary by Lender in

writing.
Texes, Charges and Liens. Pay snd discherge when due all ulmmwobﬁﬂﬁom lncludmnwlmlimmtion all assessments,
1axes, governmental charges, levies and liens, of every kind and nature, | d upon Bo or its prop: or profits, prior

to the date on which penalties would attach, and all lawful claims that, if unpaid, might become & lien or charge upon any of Borrower's
properties, income, or profits. Provided however, Borrower will not be required to pay and discharge any such assessment, tax, charge,
levy, lien or claim so long as (1) the legality of the same shall be contested in good faith by appropriate proceedings, and (2) Borrower
shall have established on Borrower's books adequate reserves with respect to such contested assessment, tax, charge, levy, lien, or claim
in accordance with GAAP,

Performance, Perform and comply, in a timely manner, with all terms, ditions, and provisions set forth in this Agreement, in the Related
Duumnmdhdiohrmmmmdwmbﬂwmﬂmuwmww Borrower shall notity Lender immediately in
writing of any default in connection with any agreement.

Operations. Maintain ive and gement p vel with substantislly the same qualifications and experience as the present
executive and management personnel; provide written notice 10 Lender of any change in executive and management personnel; conduct its
business affairs in a reasonable and prudent manner.

Environmental Studies. Promptly conduct end complete, at Bo 's exp ell such i igath studies, ki and i as
ﬂwvbowwmovmmmlMubﬂwtommm.wwwusuw-mmlolwmmdtﬁmd
as toxic or a hazardous substance under applicable federal, state, or local law, rule, regulation, order or directive, at or affecting any
property or any facility owned, leased or used by Borrower.

Compliance with Governmental Requirements. Comply with all laws, ordi iations, now or hereafter in effect, of all
governmental authorities applicable to the conduct of Borrower's properties, bullmuu nndnpamlou and to the use or occupancy of the
Collateral, including without limitation, the Americans With Disabilities Act. Borrower may contest in good faith any such law, ordinance,
or regulation and withhold compliance during any proceeding, including appropriste appeals, so long as Borrower has notified Lender in
writing prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the Collateral sre not jeopardized. Lender may
require Borrower to post adequate security or a surety bond, reasonably satisfactory to Lender, to protect Lender's interest.

Inspection. P«mit-Wumlmmtmulnynmbhmloh-poct-wwunmwhrll'ul.ocnorl.ownnd

Borrower's other properties and 1o ine or audit B ‘s books, ‘mwm:mmmnmol
hﬂmsmu accounts, and records. NBormwatmwmnwwmhunfurmm ds g with limitation
records and computer software programs for the ge of such -“inu- ion of a third pany,

mwrwnlmmlmmmmmmwmmmmmn reasonable times and to
mwmmolwmhmmnlﬂnunwuum

E | Ci and Reports. Borrower shall comply in all respects with any and all Environmental Laws; not cause or permit 1o
um.nammofmrmnuondotmnmmlacﬁmumlmmﬁumwulpcnotontlupmufonvmkdpanv on property
owned and/or ied by B er, any envir | activity where damage may result 1o the environment, unless such environmental

activity is pursuant to and in compliance with the conditions of a permit issued by the appropriate federal, state or local governmental
authorities; shall furnish to Lender promptly and in any event within thirty (30) days after receipt thereo! a copy of any notice, summons,
Im citation, directive, letter or olhu commqmlc-non from any governmental agency or instrumentality concerning any intentional or

sl action or omission on B er's part in cor lon with any environmental activity whether or not there is damage to the
environment and/or other natural resources.
Aaditional Assurances. Make, exec deliver to Lender such promissory notes, s, deeds of trust, security agreements,
assignments, financing statements, , documents and other agreements as of its at ys may r bly request to

evidence and secure the Loans and to perfect all Security Interests.
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LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in the Collateral or if
Borrower fails to comply with any provision of this Agreement or any Related Documents, including but not limited to Borrower's failure to
discharge or pay when due any amounts Borrower is required to discharge or pay under this Ag or any Related Documents, Lender on
Borrower's behalf may (but shall not be obligated to) take any action that Lender deems appropriate, including but not limited to discharging or
paying all taxes, liens, security interests, encumbrances and other claims, at any time levied or placed on any Collateral and paying all costs for
insuring, maintaining and preserving any Collateral. All such expenditures incurred or paid by Lender for such purposes will then bear interest st
the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Borrower. All such expenses will become
a part of the Indebtedness and, at Lender's option, will (Al be payable on demand; (B} be added 10 the balance of the Note and be
apportionad g and be payable with any i liment payments to become due during either (1) the term of any applicable insurance policy;
or (2) the remaining term of the Note; or {C) be treated as a balloon payment which will be due and payable at the Note's maturity.

NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borrower shall not, without the
prior written consent of Lender:

Indebtedness and Liens. (1) Except for trade debt incurred in the normal of busi and indebted to Lender contemplated by
this Agreement, create, incur or assume indebtedness for borrowed money, including capital leases, (2) sell, transfer, mortgage, assign,
pledge, lease, grant a security interest in, or encumber any ‘o Borrower's assets (except as allowed as Permitted Liens), or (3] sell with
recourse any of B 's acc 3 pt to Lender.

Continuity of Operations, (1) Engage in any business activities substantially different than those in which Borrower is presently engaged,
(2) cease operations, liquidate, merge, transfer, acquire or consolidate with any other entity, change its name, dissolve or transfer or sell
Collateral out of the ordinary course of business, or (3] make any distribution with respect to any capital account, whether by reduction of
capital or otherwise.

Loens, Acquisitions and Guaranties. (1} Loan, invest in or advance money or assels 10 any other person, enterprise or entity, (2)
purchase, create or acquire any interest in any other enterprise or entity, or (3) incur any obligation as surety or guarantor other than in
the ordinary course of business.

Agreements. Enter into any agreement containing any provisions which would be violated or breached by the performance of Borrower's
obligations under this Agreement or in connection herewith.

CESSATION OF ADVANCES. |f Lender has made any commitment to make any Loan to Borrower, whether under this Agreement or under any
other agreement, Lender shall have no obligation to make Loan Advances or to disb Loan pr ds if: (A) Borrower or any Guarantor is in
default under the terms of this Agreement or any of the Related Documents or any other agreement that Borrower or any Guarantor has with
Lender; (Bl Borrower or any Guarantor dies, b incompy orb insolvent, files a petition in bankruptcy or similar proceedings,
or is adjudged & bankrupt; (C) there occurs & material adverse change in Borrower's financial condition, in the financial condition of any
Guarantor, or in the value of any Collateral securing any Loan; or (D} any Guarantor seeks, claims or otherwise attempts to limit, modify or
revoke such Guarantor's guaranty of the Loan or any other loan with Lender; or (E) Lender in good faith deems itself insecure, even though no
Event of Default shall have occurred.

RIGHT OF SETOFF. To the extent permitied by applicable law, Lender reserves a right of setoff in all Borrower's accounts with Lender (whether
checking, savings, or some other t). This includes all ts Barrower holds jointly with someone eise and all accounts Barrower may
open in the tuture. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, 1o the extent permitted by applicable law, to charge or setotf all sums owing on the Indebtedness against any
and all such accounts.

DEFAULT. Each of the following shall constitute an Event of Delault under this Agreement:
Payment Default. Borrower fails to make any payment when due under the Loan.

Other Defaults. Borrower fails to comply with or to perform any other term, obligation, covenant or condition contained in this Agreement
or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contained in any other
agreement between Lender and Borrower.

False Statements. Any warranty, representation or statement made or furnished 1o Lender by Borrower or on Borrower's behalf under this
Agreament or the Related Documents is false or misleading in any material respect, either now or at the time made or furnished or becomes
false or misleading at any time thereafter.

Death or Insolvency. The death of Borrower or the dissolution or termination of Borrower's existence as a going business, the insolvency
of Borrower, the il it of a for any part of Borrower’s property, any assi it for the benefit of creditors, any type of

creditor workout, or the commencement of any proceeding under any bankruptcy or insolvency laws by or against Borrower.

Detective Coli lizati This Agreement or any of the Related D 1] 10 be in full force and effect (including failure of any
coliateral document to create a valid and perfected security interest or lien] st any time and for any reason.

Creditor or Forfeiture Pr di C of losure or forfeiture proceedings, whether by }udlclal proeeedmg. self-help,
repossession or any other method by any creditor of Borrower or by any governmental agency any g the Loan,
This includes a aornllhmem of any of Borrower's accounts, including deposit accounts, with Lender. However, this Event of Detautt shall
not apply if there is a good faith dispute by Borrower as to the validity or reasonableness of the claim which is the basis of the creditor or
torfeiture p ding and if B gives Lender written notice of the creditor or forfei pre ding and deposits with Lender monies or
a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Events Affecting Bu-ramor Any of lhe preceding events occurs with respect 1o any Gusrantot of any of the Indabmdnus or any
Guearantor dies or b incomp kes or disputes the validity of, or liability under, any G y of the Indeb

Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender believes the prospect of payment or
pertormance of the Loan is impaired.

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. |f any default, other than s default on Indebtedness, is curable and if Borrower or Grantor, as the case may be, has not been
given & notice of & similar default within the preceding twelve {12) months, it may be cured if Borrower or Grantor, as the case may be,
after Lender sends written notice to Borrower or Grantor, as the case may be, demanding cure of such default: (1) cure the default within
thirty (30) days; or (2) if the cure requires more than thirty (30) days, immediately initiate steps which Lender deems in Lender's sole
discretion to be sufficient to cure the default and thereafter continue and complete all ble and r y steps sufficient to produce
compliance as soon as reasonably practical,

EFFECT OF AN EVENT OF DEFAULT. If any Event of Default shall occur, except where otherwise provided in this Agreement or the Related
Documents, all itments and obligati of Lender under this Agreement or the Related Documents or any other lgremnt Irnmedmo&v will
terminate (including any obligation to make further Loan Advances o disbursements), and, at Lender's option, ail indeb i will
become due and payable, all without notice of any kind to Borrower, except that in the case of an Event of Default of the type described in the
“Insolvency” subsection above, such acceleration shall be automatic and not optional. In addition, Lender shall have all the rights and remedies
provided in the Related Documents or available at law, in equity, or otherwise. Except as may be prohibited by applicable law, all of Lender's
rights and remedies shall be cumulative and may be exercised singularly or concurrently. Election by Lender 1o pursue any remedy shall not
exclude pursuit of any other remedy, and an election to make éxpenditures or to take action to perform an obligation of Borrower or of any
Grantor shall not affect Lender's right to declare a default and to exercise its rights and remedies.

MISCELLANEOUS PROVISIONS. The following miscellaneous pravisions are a part of this Agreement:

A dm This Ag , together with any Related Documents, constitutes the entire understanding and agreement of the parties
as to the matters set forth in this Agreement. No alteration of or dment to this Agreement shall be effective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or amendment.

Atto ' Fees; E B agrees 10 pay upon demand all of Lender's costs and expenses, including Lender's reasonable
almmevs fees and Lender's legal expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay
someone else to help enforce this Agreement, and Borrower shall pay the costs and expenses of such enforcement. Costs and expenses
include Lender's reasonable sttorneys’ fees and legal expenses whether or not there is a lawsuit, including reasonable attorneys’ fees and
legal expenses for bankruptcy proceedings (including efforts to modify or vacate sny automatic stay or injunction), appeals, and any
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snticipated post-judgment collection services. Borrower also shall pay all court costs and such additional fees as may be directed by the
court.

. Caption headings in this Agreement are for convenience purposes only and are not to be used to interpret or define the
ent.

dsions of this Ag

Consent to Loan Participation. Borrower sgrees and consents to Lender's sale or transfer, whether now or later, ol one or more
participation interests in the Loan 1o one or more purchasers, whether related or unrelated to Lender. Lender may provide, without any
limitation whatsoever, 1o sny one or more purchasers, or potential purch any inf ion or knowledge Lender may have about
Borrower or about any other matter relating to the Loan, and Borrower hereby waives any rights to privacy Borrower may have with respect
to such maters. Borrower additionally waives any and all notices of sale of participation interests, as well as all notices of any repurch

of such participation interests. Borrower also sgrees that the purchasers of any such participation interests will be considered as the
absolute owners of such interests in the Loan and will have ell the rights granted under the participstion agreement or agreements
governing the sale of such participation interests. Borrower further waives all rights of offset or counterclaim that it may have now or later
against Lender or against any purchaser of such a participation interest and unconditionally agrees thet either Lender or such purchaser may
m!uruBnrruwursobﬁnaﬁonuduhLmhmmmﬂhinlnuhdmyo!wmmolmhurnthum Borrower

further agrees that the purchaser of any such partici ) may enf its i spective of any p | claims or
defenses that Borrower may have against Lender.

Governing Law. This Agr will bs g d by federal law applicable 1o Lender and, to the extent not preempted by federal law, the
laws of the Ci ith of K cky without regard to its conflicts of law provisions. This Agresment has been accepted by Lender in
the Commonwealth of Kentucky.

Choice of Venue. If there is & lawsuit, Borrower agrees upon Lender's request to submit to the jurisdiction of the courts of Estill County,
Commonwealth of Kentucky.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in writing
and signed by Lender. No delay or omission on the part of Lender in exercising any right shall operate as a waiver of such right or any
other right. A waiver by Lender of a provision of this Ag shall not prejudice or constitute & waiver of Lender's right otherwise to
! d strict pliance with that provision or any other provision of this Agr . No prior walver by Lender, nor any course of
dealing between Lender and Borrower, or between Lender and any Grantor, shall constitute & waiver of any of Lender's rights or of any of
Borrower's or any Grantor's obligations as 10 any future transactions. Mumﬂwuwmmm
the granting of such consent by Lender in any instance shall not constitute inuing quent ir where such consent
hmwhdcmomthmquhhmmdw

Notices. Any notice required to be given under this Agreement shall be given in writing, end shall be effective when actually delivered,
when actually received by telefacsimile {unless otherwise required by law), when depoesited with & nationally recognized overnight courier,

or, it mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, dim:t.dtohm
shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice purposes, Borrower
agrees to keep Lender informed at all times of Borrower's current address. Unless otherwise provided or required by law, if there is more
than one Borrower, any notice given by Lender to any Borrower is deemed to be notice given to all Borrowers.

Severability. If a court of competent jurisdiction finds any provision of this Agreement 10 be illegal, invalid, or unenforceable as to any
circumstance, that finding shall not make the offending provision illegal, invalid, or unenforceable as to any other circumstance. If feasible,
the offending provision shall be considered modified so that it becomes legal, valid and enforceable. If the offending provision cannot be so
maodified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the illegality, invalidity, or unenforceability
of any provision of this Agreement shall not affect the legality, validity or enforceability of any other provision of this Agreement.

Subsidiaries and Affiliates of Borrower. To the extent the context of any provisi of this Agr makes it appropriate, including
without limitation any representation, warranty or covenant, the word “Borrower™ as used in this Agreement shall include all of Borrower's
subsidiaries and sffiliates. Notwithstanding the foregoing however, under no circumstances shall this Agreement be construed to require
Lender 10 make any Loan or other financial accommodation 1o any of Borrower's subsidiaries or affiliates.

Successors and Assigns. memmwumWo!MGMhquummumm
Documents shall bind Borrower's successors and sssigns and shall inure to the benefit of Lender and its and

shall not, however, have the right 10 assign Borrower's rights under this Agreement or any interest therein, wilhoutmepriorwrtmn
consent of Lender.

Survival of R i and Warranties. Borrower understands and agrees that in making the Loan, Lender is relying on all
e .ﬁoﬂl and mndnbvﬂ. Inlhll‘ mhmwﬁhﬂummummmw
m-ruouwmmmwun"' er turther agrees that regardiess of any i tigati

Lender, all such representations, w and wmomiwlhtmklngonrumnmdddimmumrofﬂuﬁm

Documents, shdhaeomiminnhmm,mwmhmmwoMImmmwMuWUsmmwBuMmm
in full, or until this Agreement shall be terminated in the manner provided above, whichever is the last to occur.

Time is of the Essence. Time is of the essence in the performance of this Agreement.

DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Agr it. Unless specificall
stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United States of America. WOfdsuradm
used in the singular shall include the plural, and the plural shall include the singular, as the context may require. Words snd terms not otherwise
defined in this Agreement shall have the meanings attributed 10 such terms in the Uniform Commercial Code. Accounting words and terms not
otherwise defined in this Agr shall have the meanings assigned to them in accordance with generally accepted accounting principles as in
effect on the date of this Agreement:

Advence. The word "Advance” means & disbursement of Loan funds made, or 1o be made, to Borrower or on Borrower's behalf on a line
of credit or multiple advance basis under the terms and conditions of this Agreement.

Agreement. The word "Agreement”™ means this Busi Loan Ag , as this Business Loan Agreemen may be amended or modified
from time to time, together with all exhibits and schedules attached to this Business Loan Agreement from time to time.

Borrower. The word "Borrower™ means Estill Co Water District #1 and includes all co-signers and co-makers signing the Note and all their
successors and assigns,

Collateral. The word “Collsteral” means all property and assets granted as collateral security for a Loan, whether real or personal property,
whether granted directly or indirectly, whether granted now or in the future, and whether granted in the form of & security interest,
mortgage, collateral mortgage, deed of trust, assignment, pledge, crop pledge, chattel mortgage, collsteral chattel mortgege, chattel trust,
factor's lien, equipment trust, conditionsl sale, trust receipt, lien, chvgn lien or title retention contract, lease or consignment intended as &

security device, or any other security or lien interest wh d by law, or otherwise.
Elwbmmuldl.m The words “Environmental Laws™ munnnvlndalsutc federal and local ions and ordi

g to the protection of h thmmmmmmmhmhmemem
waﬂon.mbcbﬂtvﬁmat 1980, as amended, 42 U.S.C. Socﬂnn?&m et seq. ("CERCLA®), the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-499 ("SARA"), the H. Mal Transp ion Act, 49 U.S.C. Section 1801, et seq.,
the Resource Conservation snd Recovery Act, 42 U.S.C. Snmﬁ%l.mm..maMlmlmerﬂhwl.m or
gulati dopted pursuant th

Event of Default. The words "Event of Default™ mean any of the events of default set forth in this Agreement in the default section of this
Agreement.
GAAP. The word "GAAP" means generally accepled accounting principles.

Grantor. The word "Grantor® means each and all of the persons or entities granting a Security Interest in any Collateral for the Loan,
including without limitation all Borrowers granting such & Security Interest.

Guarantor. The word "Guarantor™ mm.:‘y guarantor, surety, or accommodation party of or all of the Loan.

Guaranty. The word "Guaranty” guaranty from Guarantor to Lender, including limitation a guaranty of all or part of the
Note.
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Hazardous Substances, The words "Hazardous Substances” mean materials that, because of their quantity, concentration or physical,
chemical or infectious characteristics, may cause or pose a present or potential hazard to human health or the environment when
improperly used, treated, stored, disposed of, generated, manufactured, transported or otherwise handled. The words "Hazardous
Substances” are used in their very broadest sense and include without limitation any end all hazardous or toxic substances, materials or
waste as defined by or listed under the Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum
and petroleum by-prod or any fraction th t and asbestos.

Indebtedness. The word "Indebtedness” means the indebtedness evidenced by the Note or Related Documents, including all principal and
interest together with all other indebtedness and costs and expenses for which Borrower is responsible under this Agreement or under any
of the Related Documents.

Lender. The word “Lender” means Citizens G ty Bank, its s and assigns.

Loan. The word "Loan" means any and all loans and financial accommodations from Lender to Bormwof whether now or hereafter
existing, and however evidenced, including without limitation those loans and financial ibed herein or described on
any exhibit or schedule attached to this Agreement from time 1o time.

Note. The word "Note" means the Note dated January 29, 2016 and eucut-d by Estill Co Water Dismcl #1 in the principal amount of
$100,305.00, together with all renewals of, extensions of, modificati of, r gs of, g of, and substitutions for the
note or credit agreement.

Permitted Liens. The words "Permitted Liens” mean (1) liens and security interests securing Indebtedness owed by Borrower to Lender;
2 iem lor uns, assessments, or similar charges either not yet due or being contested in good Iu'th l3! Ilers of materiaimen,
1, Or carriers, or other like liens arising in the ordinary course of busir and gati which are not
yet delmqmm {4) purchase money liens or purchase maney security interests upon or in any property ncqu:rnd of held by Borrower in the
ordinary course of business to secure indebledness outstanding on the date of this Agreement or permitted to be incurred under the
paragraph of this Agreement titled "Indebledness and Liens”; (5] liens and security interests which, as of the date of this Agreement,
have been disclosed to and spproved by the Lender in wrlﬁng; and (6) those liens and security interests which in the aggregate constitute
an immaterial and insignificant monetary amount with respect to the net value of Borrower's assets.

Related Documents. The words "Related Documents” mean all promissory notes, credit agreements, loan agreements, environmental
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other instruments,
agreements and documents, whether now or hereafter existing, executed in connection with the Loan.

Security Agreement. The words "Security Agreement” mean and include without limitation any agreements, promises, covenants,
arrangements, understandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, representing, or
creating a Security Interest.

Security Interest. The words "Security Interest™ mean, without limitation, any and all types of collateral security, present and future,
whether in the form of & lien, charge, encumbrance, morigage, deed of trust, security deed, pledge, crop pledge, chattel
mortgage, collateral chattel mortgage, chattel trust, factor's lien, equipment trust, conditional sale, trust receipi, lien or title retention
contract, lease or consignment intended as & security device, or any other security or lien interest wh whether d by law,
contract, or otherwise,

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGREES TO
ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED JANUARY 28, 2015.

ESTILL CO WATER DISTRICT #1

By:
EPAMMumcomwohm

'W“nhud.'fnmot&ﬂu(:ow.ﬂrbhtm
”

LENDER:
CITIZENS GUARANTY BANK

By:

Authorized Signer

By:
wMAM.mﬁm

LasarPra, Vor M5 10008 Copr D o USA Corparwnce 1997, 3008
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COMMERCIAL SECURITY AGREEMENT

Principal Loan Date | Maturity Loan No CaliCon |  Account | Officer | Initials
$100,305.00 | 01-29-2015 |01-28-2019 03387 5 | 10098348 | sic |

thrlncummeboxulboveare!orLmderluleoolvlnddoaolhﬂﬂmemplklbllhyolmmmmummﬂulomwhm

Any item above containing ** *** has been omitted due to text length li

Grantor: Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.O. Box 630
Irvine, KY 40336-0630
(606} 723-2139

THIS COMMERCIAL SECURITY AGREEMENT dated January 29, 2015, is made and executed between Estill Co Water District #1 ("Grantor”}
and Citizens Guaranty Bank ("Lender”).

GRANT OF SECURITY INTEREST. For valuable consideration, Grantor grants to Lender a security interest in the Collateral to secure the
Indebtedness and agrees that Lender shall have the rights stated in this Agreement with respect to the Collateral, in addition to all other rights
which Lender may have by law.

COLLATERAL DESCRIPTION. The word "Collateral” as used in this Agreement means the following described property, whether now owned or
hereafter acquired, whether now existing or heraafter arising, and wherever located, in which Grantor is giving to Lender a security interest for
the psyment of the Indebtedness and performance of all other obligations under the Note and this Agreement:

Al Accounts Receivable now owned or hereafter acquired in the operation of Estill Co Water District #1
In addition, the word "Collateral® also includes all the following, whether now owned or hereafter acquired, whether now existing or hereatier
arising, and wherever located:
{A) AN sccessions, attachments, acc i pl of and addit to any of the collateral described herein, whether added now
or later.
(B} Al products and produce of any of the property described in this Collateral i
(C) All eccounts, general intangibles, instruments, rents, monies, payments, and all other rights, arising out of a sale, lease, consignment
or other disposition of any of the property described in this Collateral section.
(D) All proceeds (including insurance proceeds) from the sale, destruction, loss, or other disposition of any of the property described in this
Coliateral section, and sums due from a third party who has dsmaged or destroyed the Collateral or from that party's insurer, whether due
to judgment, settlement or other process.
(E)} All records and data relating 1o any of the property described in this Collateral section, whether in the form of a writing, photograph,

microfilm, microfiche, or electronic media, together with all of Grantor's right, title, and interest in and to all computer software required to
utilize, create, maintain, and process any such records or data on electronic media.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves & right of setoff in all Grantor's accounts with Lender (whether
checking, savings, or some other account). This includes all accounts Grantor helds jointly with someone else and all accounts Grantor may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Grantor authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the Indebtedness against any
and all such accounts,

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL. With respect to the Coll |, Grantor repr
and promises to Lender that:

Perfection of Security Interest. Grantor agrees to take whatever actions are requested by Lender 1o perfect and continue Lender's security
interest in the Collateral. Upon request of Lender, Grantor will deliver to Lender any and all of the documents evidencing or constituting the
Collateral, and Grantor will note Lender's interest upon any and all chattel paper and instruments if not delivered to Lender for possession
by Lender.

Notices to Lender. Grantor will promptly notity Lender in writing at Lender's address shown above (or such other addresses as Lender may
designate from time to time) prior to any (1) change in Grantor's name; (2) change in Grantor's assumed business name(s); (3) change
in the structure of the entity Grantor; (4) change in the authorized signeris); (5) change in Grantor's principal office address; (6) change
in Grantor's principal residence; (7] conversion of Grantor 10 8 new or different type of business entity; or (B) change in any other aspect
of Grantor that directly or indirectly relates to any agreements between Grantor and Lender. No change in Grantor's name will take effect
until after Lender has received notice.

No Violation. The execution and delivery of this Agreement will not violate any lew or agreement governing Grantor or 1o which Grantor is
a party.

Enforceability of Collateral. To the extent the Coll | ists of hattel paper, or general intangibles, as defined by the
Unitorm Commercial Code, the Collateral is enforceable in accordance with its terms, is genuine, and fully complies with all applicable laws
and regulstions concerning form, content and manner of preparation and execution, and all persons appearing 10 be obligated on the
Collateral have authority end capacity to contract and are in fact obligated as they appear to be on the Collateral. At the time any account
becomes subject to & security interest in favor of Lender, the account shall be a good and valid account representing an undisputed, bona
fide indebtedness incurred by the account debtor, for merchandise held subject to delivery instructions or previously shipped or delivered
pursuant to @ contract of sale, or for services previously performed by Grantor with or for the account debtor. So long as this Agreement
remains in effect, Grantor shall not, without Lender's prior written consent, compromise, settle, adjust, or extend payment under or with
regard to eny such Accounts. There shall be no setoffs or counterciaims against any of the Collateral, and no agreement shall have been
made under which any deductions or di s may be claimed concerning the Coliateral except those disclosed to Lender in writing.

L ion of the Coll l. Except in the ordinary course of Grantor's business, Grlnlov agrees to keep lhe Collateral (or 1o the oxlam the
Collateral consists of intangible property such as accounts or general intang the g the C ) et G ‘s
address shown above or at such other | i as are ep "“loLmdu UponLcndeuml.Gumotwlllmﬂwrtoumrhlm
satisfactory to Lender a schedule of real properties and Coll 1 | lating to Grantor's operati including without limitation the
following: (1) all real property Grantor owns or is purchasing; (2) all real pvop-mv Grantor is renting or leasing; (3) all storage facilities
Grantor owns, rents, leases, or uses; and (4) all other properties where Collateral is or may be located.

R i of the Coll I, Except in the y course of Grantor's business, Grantor shall not remove the Collateral from its existing
location without Lender's prior written consent. Grantor shall, whenever requested, advise Lender of the exact location of the Collateral.
T i lving Collateral. Except for inventory sold or sccounts collected in the ordinary course of Grantor's business, or as

otherwise provided for in this Agreement, Grentor shall not sell, offer to sell, or otherwise transfer or dispose of the Collateral. Grantor
shall not pledge, mortgage, encumber or otherwise permit the Collateral to be subject to any lien, security interest, encumbrance, or
charge, other than the security interest provided for in this Agreement, without the prior written consent of Lender. This includes security
interests even if junior in right to the security interests granted under this Agreement. Unless waived by Lender, all proceeds from any
disposition of the Collateral {for whatever reason) shall be held in trust for Lender and shall not be commingled with any other funds;
provided however, this requirement shall not constitute consent by Lender to any sale or other disposition. Upon receipt, Grantor shall
immediately deliver any such proceeds to Lender,

Title. Grantor represents and warrants to Lender thet Grantor holds good and marketable title to the Collateral, free and clear of all liens
and encumbrances except for the lien of this Agreement. No financing statement covering any of the Collatera! is on file in any public
office other than those which reflect the security interest created by this Agreement or 10 which Lender has specifically consented.
Grantor shall defend Lender's rights in the Collateral against the claims and demands of all other persons.

Repairs and Maintenance. Grantor agrees to keep and maintain, and to ceuse others to keep and maintain, the Collateral in good order,
repair and condition at all times while this Agreement remains in effect. Grantor further agrees to pay when due oll claims tor work done
on, or services rendered or material furnished In connection with the Collateral so that no lien or encumbrance may ever attach to or be
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filed against the Colateral,

Inspection of Collateral. Lender and Lender’s designated representatives and agents shall have the right at all reasonable times to examine
and inspect the Collateral wherever located.

Taxes, Assessments and Liens. Grantor will pay when due all taxes, assessments and liens upon the Collateral, its use or operation, upon
this Agreement, upon any promissory note or notes evidencing the Indebtedness, or upon any of the other Related Documents. Grantor
may withhold any such payment or may elect to contest any lien if Grantor is in good faith conducting an appropriate proceeding to contest
the obligation to pay and so long as Lender's interest in the Collateral is not jeopardized in Lender’s sole opinion. If the Collateral is
subjected to a lien which is not discharged within fifteen {15) days, Grantor shall deposit with Lender cash, a sufficient corporate surety
bond or other security satisfactory to Lender in an amount adequate to provide for the discharge of the lien plus any interest, costs,
reasonable sttorneys' fees or other charges that could accrue as 8 result of foreclosure or sale of the Collateral. in any contest Grantor
shall defend itself and Lender and shall muyunvilml adverse judgment before mlomatmm against the Collateral. Grantor shall name
Lender as an additional obligee under any surety bond furnished in the Grantor further agrees to furnish Lender with
evidence that such taxes, assessments, -ﬂwmmmdwohrcmhmhmpﬂhhlmdmamwmr Grantor may
withhold any such payment or may elect to contast any lien if Grantor is in good faith conducting an eppropriste proceeding to contest the
obligation 1o pay and so long as Lender's interest in the Collsteral is not jeopardized.
Compliance with Governmental Requirements. Grantor shall comply promptly with all laws, ordinances, rules and regulations of all
authorities, now or hereafter in effect, applicable to the ownership, production, disposition, or use of the Collateral, including
all laws or regulstions relating 1o the undue erosion of highly-erodible land or relating 1o the conversion of wetlands for the production of an
agricultural product or commodity. Grantor may contest in good faith any such law, ordinance or regulation and withhold complisnce
during any proceeding, including appropriate appesls, so long as Lender’s interest in the Collateral, in Lender's opinion, is not jeopardized.

Hazardous Substances. Grantor represents and warrants that the Collateral never has been, arﬂmwwllbonbngnml-”nmm

remains & lien on the Collateral, used in violation of any Environmental Leaws or for the g ! sportation,
treatment, disposal, release or threatened release of any Hazardous Sub The repre i ies contained herein sre
besed on Grantor's due diligence in investigating the Ci I for H d Sub mmmm-ﬁwmm

future claims against Lender for indemnity or contribution in the event Grantor becomes lisble for cleanup or other costs under any
Environmental Laws, and (2) wnw chfmd and hold harmless Lender against any and all claims and losses resulting from a
hrucholﬂhmvislonolﬂu.ﬂm 9 w© ty and defend shall survive the pay of the | dness and the

m«mm Grantor shall procure end maintain all risks insurance, including without limitation fire, theft and
Wymmummnwmmuummmmmmmhwwhm amounts, coverages and
basis reasonably

that coverages will not be cancelled or diminished without at least ten (10} days' prior written notice to Lender and not including any
disclaimer of the insurer’s liability for failure to give such a notice. Each insurance policy also shall include sn endorsement providing that
coverage in favor of Lender will not be impaired in any way by any act, omission or default of Grantor or any other pomm In connection
with all policies covering assets in which Lender holds or is offered & security interest, Grantor will provide Lender with such loss payable
or other endorsements as Lender may require. If Grantor at any time fails to obtain or maintain any insurance as required under this
Agreement, Lender may (but shall not be obligated to) obtain such insurance as Lender deems appropriate, including if Lender so chooses
*single interest insurance,” which will cover only Lender's interest in the Collateral.

Application of | Pr ds. G shall promptly notify Lender of any loss or damage to the Collateral if the estimated cost of
ropairovnplwomamemm.mormtlmhmumembmwmrm Lm:lwmlvmnkoprooloflouﬂ
Grantor fails to do so within fifteen (15) deys of the y. Al pr of any i on the Collateral, including accrued procesds
thereon, shall be held by Lender as part of S

Collateral, Lender shall, upon satisfactory proof of expenditure, pay or reimburse Grantor from the p ds for the r ble cost of
repair or restoration. If Lender does not consent to repair or repl it of the Coll I, Lender shall retain & sufficient amount of the
proceeds to pay all of the Indebtedness, and shall pay the bal w0 G Any p ds which have not been disbursed within six (6)
mmmm:mwmmmmxmwmwuwmmu—conmdmuuodmmyn
Indebtedness.

Insurance Reserves. Lender may require Grantor to maintain with Lender reserves for payment of insurance premiums, which reserves shall
be created by monthly payments from Grantor of a sum estimated by Lender to be sufficient 1o produce, at least fifteen (15) days before
the premium due date, smounts at least equal 1o the insurance premiums to be paid. If fifteen {15) days before payment is due, the reserve
WmMMLGmemmvmvdoﬁmmem The reserve funds shall be held by Lender as a general
deposit and shall titute & non-k ch Lender may satisfy by payment of the insurance premiums required to be
paid by Grantor as they become due. Llndoldounolhldlhcmﬁndohtruﬂ!orGmnu.whndubnmthcmmnf&wu
for payment of the insurance premiums required to be paid by Grantor. The responsibility for the payment of premiums shall remain
Grantor's sole responsibility.

Insurance Reports. Grantor, upon request of Lender, shall furnish to Lender rep on each existing policy of e showing such
information as Lender may reasonably request including the following: (1) the name of the insurer; 2 the risks insured; (3) the amount
of the policy; (4] the property insured; (5) the then current value on the basis of which insurance has been obtained and the manner of
determining that value; and (6] the expiration date of the policy. In addition, Grantor shall upon request by Lender (however not more
often than ily) have an independent appraiser satislactory to Lender determine, as applicable, the cash value or replacement cost of
the Collateral.

Financing Statements. Grentor authorizes Lender 10 file 8 UCC financing statement, or alternatively, a copy of this Agreement to perfect

Lender's security interest. All.nndor'smn Grantor additionally agrees to sign all other do that are r y to perfect,

protect, and continue Lender's i in the Property. G will pay all filing fees, title transfer fees, and other fees and costs

mvdwduﬂucmhtmdbvhwwmundﬂhmodbthmmwdﬂmmm Grantor irrevocably appoints Lender to
nis y 10 fer title if there is a default. Lender may file & copy of this Agreement as a financing statement.

GMMOH‘SIIGHT?OPOSSEWMTO OOLLECT AGCOUN'I’S Until dllnltlnduupluohmncpmvidodhbw with respect 1o
accounts, Grantor may have ficial use of all hcuudwmvmnhmhwu
mm:mmhhmmmmwmwnmmwmmmu" r's right to p and beneficial use shall not
apply to any Collateral where p jon of the Coll I by Lender is required by law to perfect Lender's security interest in such Collateral.
Unﬂloﬂmwbamﬂhdhyl.m Grantor may collect any of the Collateral consisting of accounts. At any time and even though no Event of
Duhuhmu,Lu\dnrmlv-nruummmmﬁumummwwﬂhmmwmmdMWmLﬂwm

to the k d If Lender at any time has possession of any Collateral, whether before or after an Event of Default, Lender shall
be o d 1o have ised able care in the custody and preservation of the Collateral if Lender takes such action for that purpose as
Grantor shall request or as Lender, in Lender's sole discretion, shall deem appropri under the ci , but failure 10 honor any request

by Grantor shall not of itself be deemed 10 be a failure to exercise reasonable care. Lender shall not be required to take any steps necessary 1o
preserve any rights in the Collateral against prior parties, nor to protect, preserve or maintain any security interest given to secure the
Indebtedness.

LENDER'S EXPENDITURES. If any action or p ding is *mmmmum-m:mmmumﬂ
Grantor fails to comply with any provisi onhis‘ Related D g but not limited to Grantor's failure to
dhchmocmMvacmewbwwwmumvmrMMofmﬂdntdDocumlm.l. Lender on
Grantor's behall may (but shall not be obligated to) take any action thet Lender deems appropriate, including but not limited to discharging or
paying all taxes, liens, security interests, encumbrances and other claims, at any time levied or placed on the Collateral and paying all costs for
insuring, mainteining and preserving the Collateral. All such expenditures incurred or paid by Lender for such purposes will then bear interest at
the rate charged under the Note from the date incurred or paid by Lender 1o the date of repayment by Grantor. All such expenses will become a
part of the Indebtedness and, at Lender's option, will (A} be payable on demand; (B) be added to the balance of the Note and be apportioned
asmong and be payable with any installment payments to become due during either (1) the term of any applicable insurance policy; or (2) the
remaining term of the Note; or (C) be treal 8 balloon payment which will be due and payal t the Note's maturity, The Agreement also
will secure payment of these amounts. shall be in addition to all other rights and to which Lender may be entitled upon
Detaun.
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DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:
Payment Default. Grantor fails to make any payment when due under the Indebtedness.

Other Defaults. Grantor fails to comply with or to perform any other term, obligation, covenant or condition contained in this Agreement or
in any of the Related Documents or 1o comply with or to perform any term, obligation, covenant or condition contained in any other
agreement between Lender and Grantor.

False Statements. Any warranty, rep ion or 't made or furnished to Lender by Grantor or on Grantor's behalf under this
Agreement or the Related Documents is false or misleading in any ial respect, either now or at the time made or furnished or becomes
false or misleading at any time thereafter.

Defective Collateralization. This Agreement or any of the Related Documents ceases 10 be in full force and effect (including failure of any
collateral document to create a valid and perfected security interest or lien) at any time and for any reason,

Insolvency. The insolvency of Grantor, the appointment of a receiver for any part of Grantor's property, any ignment for the benefit of
creditors, any type of creditor workout, or the commencement of any proceeding under any bankruptcy or insolvency laws by or against

Grantor,
Creditor or Forfeiture Pi di C: of torech or forfeiture proceedings, whether by judicial proceeding, self-help,
repouenlun or any other melhod by any creditor of Grantor or by any governmental agency against any collateral securing the

This includes & garnisk 1t of any of Grantor's accounts, including deposit accounts, with Lender. However, this Event of
Default shall not apply if there |I | good taith dispute by Grentor &s to the validity or reasonableness of the claim which is the basis of the
creditor or forfeiture proceeding and if Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender
monies or & surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an
adequate reserve or bond for the dispute.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, end . Surety, or Bccc ds party
of any of the Indebtedness or guarantor, endorser, surety, or accommodation party dies or becomes incompetent or revokes or disputes the
validity of, or liability under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occurs in Grantor's financial condition, or Lender bel the prospect of pay or
performance of the Indebtedness is impaired.

Insecurity. Lender in good faith believes itself insecure.

Cure Provisi If any default, other than a default in payment is curable and if Grantor has not been given @ notice of a breach of the
same provision of this Ag within the preceding twelve {12) months, it may be cured if Grantor, after Lender sends written notice to
Grantor demanding cure of such default: (1) cures the default within thirty (30) days; or (2) if the cure requires more than thirty (30)
days, immediately initiates steps which Lender deems in Lender's sole discretion to be sufficient to cure the default and thereafter
continues and completes all reasonable and necessary steps sufficient to produce compliance as soon as reasonably practical,

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Agreement, at any time thereafter, Lender shall have all the
rights of a secured party under the Kentucky Uniform Commercial Code. In addition and without limitation, Lender may exercise any one or
more of the following rights and remedies:

Accelerate Indebtedness. Lender may declare the entire Indebtedness, including any prepayment penalty which Grantor would be required
to pay, i diately due and payable, without notice of any kind te Grantor.

Assemble Collateral. Lender may require Grantor to deliver to Lender all or any portion of the Collsteral and any and all certificates of title
and other documents relating to the Collateral. Lender may require Grantor to assemble the Collateral and make it available to Lender at 2
place to be designated by Lender. Lender also shall have full power 1o enter upon the property of G 1o take p ion of and

the Collateral. If the Coll | ins other goods not covered by this Agreement at the time of repossession, Grantor agrees
Lender may take such other goods, provided that Lender makes reasonable efforts to return them to Grantor after repossession.

Sell the Collateral. Lender shall have full power to sell, lease, transfer, or otherwise deal with the Collateral or proceeds thereof in Lender's
own name or that of Grantor. Lender may sell the Collateral at public auction or private sale. Unless the Collateral threatens to decline
speedily in value or is of a type customarily sold on 8 recognized market, Lender will give Grantor, and other persons as required by law,
reasonable notice of the time and place of any public sale, or the time after which any private sale or any other disposition of the Collateral
is to be made. However, no notice need be provided to any person who, after Event of Default occurs, enters into and authenticates an
agreement waiving that person’s right to notmcallon of sale. The requirements of reasonable notice shall be met if such notice is given at

leu| ten {10) days before the time of the sale or d ition. Al exp relating to the disposition of the Collateral, including without
1 the Xp of k holding, insuring, pfeparlng for sale and selling the Collateral, shall become a part of the Indebtedness
d by this A 1t and shall be payable on demand, with interest at the Note rate from date of expenditure until repaid.

Appoint ﬂ.mhm. Lender shall have the right 1o have a receiver appointed to take possession of all or any part of the Collateral, with the
power to protect and preserve the Collateral, to operate the Collateral preceding foreclosure or sale, and to collect the rents from the
Collateral and apply the proceeds, over and above the cost of the receivership, against the Indebtedness. The receiver may serve without
bond it permitted by law. Lender's right to the appointment of a receiver shall exist whether or not the apparent value of the Collateral
exceeds the Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Collect R Apply A Lender, either itself or trwowh a receiver, may co!tect the payments, rents, income, and revenues from
the Collateral. Lender may at any time in Lender's di 1 fer any Coll | into Lender's own name or that of Lender's nominee
end receive the payments, rents, income, and revenues therefrom and hold the same as security for the Indebtedness or apply it to
payment of the Indebtedness in such order of preference as Lender may determine. Insofar as the Collateral consists of accounts, general
intengibles, insurance policies, instruments, chattel paper, choses in action, or similar property, Lender may demand, collect, receipt for,
settle, compromise, adjust, sue for, foreciose, or realize on the Collateral as Lender may determine, whether or not Indeb or
Collateral is then due. For these purposes, Lender may, on behalf of and in the name of Grantor, receive, open and dispose of mail
addressed to Grantor; change any address to which mail and payments are 1o be sent; and endorse notes, checks, drafts, money orders,
documents of title, instruments and items pertaining to payment, shipment, or storage of any Collateral. To facilitate collection, Lender
may netify account debtors and obligors on any Collateral to make payments directly to Lender.

Obtain Deficlency. If Lender chooses to sell any or all of the Collateral, Lender may obtain a judgment against Grantor for any deficiency
remaining on the Indebtedness due to Lender after application of all amounts received from the exercise of the rights provided in this
Agreement. Grantor shall be liable for & deficiency even if the transaction described in this subsection is e sale of accounts or chattel
paper.

Other Rights and Remedies. Lender shall have all the rights and remedies of & secured creditor under the provisions of the Uniform
Commercial Code, as may be emended from time to time. In addition, Lender shall have and may exercise any or all other rights and
remedies it may have available at law, in equity, or otherwise.

Election of Remedies. Except as may be prohibited by applicable law, all of Lender's rights and dies, whether evid d by this
Agreement, the Related Documents, or by any other writing, shall be cumulative and may be exercised singularly or concurrently. Election
by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an election to make expenditures or to take action to
perform an obligation of Grantor under this Agreement, after Grantor's failure to perform, shall not affect Lender's right to declare a default
and exercise its remedies.

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:

Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and agreement of the parties
as to the matters set forth in this Agreement. No alteration of or dment 1o this A 1t shall be effective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or nmendmom

Aunrmvl Fees; Expenses. Grantor agrees to pay upon demand all of Lender's costs and expenses, including Lender's reasonable
attorneys' fees and Lender's legal expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay
someone else to help enforce this Agreement, and Grantor shall pay the costs and exp of such enf ent. Costs and expenses
include Lender's reasonable attorneys' fees and legal expenses whether or not there is @ lewsuit, including reasonable attarneys’ fees and
legal expenses for Lankrupicy proceedings lincluding efforts to modify or vacate any automatic stay or injunction), appeals, and any
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icipated post-judg collection services. Grantor also shall pay all court costs and such additional fees as may be directed by the
court,

Caption Headings. Caption headings in this Agreement are for convenience purposes only and are not to be used to interpret or define the
provisions of this Agreement.

Governing Law. This Agr will be g d by federsl law applicable to Lender and, um-mmmwmmh
laws of the C alth of K ky without regard to its conflicts of law p i This Ag has been pted by Lender in
the C alth of K Y.

Choice of Venue. If there is & lawsuit, Grantor agrees upon Lender's request 1o submit to the jurisdiction of the courts ot Estill County,
Commonwealth of Kentucky.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in writing
and signed by Lender. No delay or omission on the part of Lender in exercising any right shall operate as & waiver of such right or any
other right. AwlimbvundarofsptwldonofﬁnAmeMMrmprMuormtmeow-hrofLMumm!mwum
demand strict p ith that provision or any other provision of this Agreement. No prior waiver by Lender, nor any course of
dealing between Lender and Grm shall constitute a waiver of any of Lender's rights or of any of Grantor's obligations as to any future
twransactions, Whenever the consent of Lender is required under this Agreement, the granting of such consent by Lender in any instance
shall not constitute continuing consent to subsequent instances where such consent is required and in all cases such consent may be
granted or withheld in the sole discretion of Lender.

Notices. Any notice required to be glv-n under this Agreement shall be given in writing, and shall be effective when actually delivered,
when actually received by telefacsimile {unless otherwise required by law), when deposmd with a nationally recognized overnight courier,
or, if mailed, when deposited in the United States mail, as first class, certified or regi d mail p id, directed to the addresses
shown near the beginning of this Agreement. Any party may change its address for notices under this Agrumam by giving formal written
notice 1o the other parties, apecnvimthlthpwpou of the notice is to change the party's address. For notice purposes, Grantor agrees
10 keep Lender informed at all times of G 's current add Unless otherwise provided or required by law, if there is more than one
Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors.

Power of Attorney. Grantor hereby appoints Lender as Grantor's hwocabh mornw-in-hcl for th-pupm of exel:utlng any documents
necessary to perfect, amend, or to continue the security in this A or to d tion of filings of other
secured parties. Lender may at any time, mwimmm-mﬁmﬁnm file & carbon, photographic or other reproduction
of any financing statement or of this Agreement for use as a financing statement. Grantor will reimburse Lender for all expenses for the
perfection and the continuation of the perfection of Lender's security interest in the Collateral.

Severability. Ifucoamofcompeummmfw'mwuvhmniﬁummmtob-ilogd invalid, or unenforceable as to any
circumstance, that finding shall not make the offending provision illegal, invelid, or unenforceable as 10 any other cir 1f teasibl
the offending provision shall be idered modified so that it becomes legal, valid and enforceable. If the offending provision cannot be so
maodified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the illegality, invalidity, or unenforceability
of any provision of this Agreement shall not affect the legality, validity or enforceability of any other provision of this Agreement.

Successors and Assigns. Subject to any limitations stated in this Agreement on transfer of Gnmo: s imernl mu Agreement shall be

binding upon and inure to the benefit of the parties, their s\ and o It ip of the C ted in a
person other than Grantor, Lender, without notice to Grantor, may deal with G § SUC s whh 1 to this Agr end the
Indebtedness by way of forbearance or extension without releasing Grantor from the obligations of this Ags or liability under the
Indebtedness.

Survival of Representations and Warranties. All representations, warranties, and agreements made by G in this A it shall
survive the execution and delivery of this Agr , shall be inuing in nature, and shall remain in full force and effect until such time

as Grantor's Indebtedness shall be paid in full.
Time is of the Essence. Time is of the essence in the performance of this Agreement.

Waive Jury. All parties to this Agreement hereby waive the right to any jury trial in any action, p ding, or laim brought by any
jparty against any other party.
DEFINITIONS. The following capitalized words and terms shall have the following meanings when used in this Agreement, Unless specifically
stated to the contrary, all references to dollar shall mean amounts in lawful money of the United States of America. Words and terms

used in the singular shall include the plural, and the plural shall include the singular, as the context may require. Words and terms not otherwise
defined in this Agreement shall have the meanings attributed to such terms in the Uniform Commercial Code:

Agreement. The word "Agreement™ means this Commercial Security Agreement, as this Commercial Security Agreement may be amended
or modified from time to time, together with all exhibits and schedul hed to this Cc cial Security Agreement from time to time,

Borrowar. The word "Borrower™ means Estill Co Water District #1 and includes all co-signers and co-makers signing the Note and all their
successors and assigns.

Coliateral. The word "Collateral” means all of Grantor's right, title and interest in and to all the Collateral as described in the Collateral
Description ion of this Agr
Default. The word "Default™ means the Default set forth in this Agreement in the section titled "Default®.

Environmental I..nn The words “Environmental Laws" mean any and all state, federal and local statutes, regulations and ordinances

| to the pr tion of h Wmm.mmtmmwmmmm&w nsive Environmental Response,
cawﬁon.mummmonsao as amended, 42 U.S.C. Section 9601, et seq. {"CERCLA"), the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-498 ("SARA"), the Hazardous Materials Transportation Act, 49 L1.S.C. Section 1B01, et seq.,
the Rmutu Conservmon and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or

o dopted pursuant th
Event of Default. The words "Event of Default™ mean any of the events of default set forth in this Agreement in the default section of this
Agreement.

Grantor. The word "Grantor” means Estill Co Water District #1.

Guaranty. The word "Guaranty” means the guaranty from guarantor, endorser, surety, or accommeodation party to Lender, including
without limitation a guaranty of all or part of the Note.

Hlurdoul S&tltlvus The words "Hazardous Substances” mean materials that, because of their quantity, concentration or physical,
ical or infi i may cause or pose a present or potential hazard to human heaith or the environment when
opeﬁy used, mued stored, disposed of, genersted, manufactured, transported or otherwise handled. The words “Hazardous
Substances” are used in their very broadest sense and include without limitation any and all hazardous or toxic substances, materials or
waste as defined by or listed under the Environmental Laws. The term “"Hazardous Substances® also includes, without limitation, petroleum
and petroleum by-products or any fraction thereof and asbestos.

Indebtedness. The word "Indebtedness” means the indebtedness evidenced by the Note or Related Documents, including all principal and
interest together with all other indebtedness and costs and expenses for which Grantor is responsible under this Agreement or under any of
the Related Documents.

Lender. The word "Lender” means Citizens Guaranty Bank, its successors and assigns.

Note. The word *Note™ means the Note dated Jenuary 29, 2015 and cxocuud by Estill Co Water District #1 in the principal amount of
$100,305.00, wgether with all renewals of, extensions of, modificati of, refir ings of, lidations of, and substitutions for the
note or credit agreement.

Property. The word "Property”™ means all of Grantor's right, title and interest in and to all the Property as described in the “Collateral
Description™ section of this Agreement.

Documents. The words “Re Documents® mean all promissory notes, cm.rnmems, loan agreements, environmental
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral morigages, and all other instruments,
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agreements and documents, whether now or hereafter existing d in connection with the indebtedness.
GRANTOR HAS READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS COMMERCIAL SECURITY AGREEMENT AND AGREES TO ITS
TERMS. THIS AGREEMENT IS DATED JANUARY 29, 2015.

GRANTOR:

ESTILL CO WATER DISTRICT #1

By: By:
“Greg A Wright, Chairman of Estill Co Water District Jorry M Amnold, Secretary of Estill Co Water District
LAl #1

By:
Wiliam Beard, Treasurer of Estill Co Water District
LA
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NOTICE OF FINAL AGREEMENT

Principal Loan Date | Maturity Loan No_ Call / Coll “Account | Officer | Initials

$100,305.00  {01-29-2015 |01-28-2019 03387 5 10098348 SLC

References in the boxes above are for Lender's use only and do not limit the applicability of this document to any particular loan or item.
Any item above containing ** " *" has been omitted due to text length limitations.

Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.O. Box 630
Irvine, KY 40336-0630
(606) 723-2139

BY SIGNING THIS DOCUMENT EACH PARTY REPRESENTS AND AGREES THAT: (A) THE WRITTEN LOAN
AGREEMENT REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES, (B) THERE ARE NO
UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES, AND (C) THE WRITTEN LOAN AGREEMENT
MAY NOT BE CONTRADICTED BY EVIDENCE OF ANY PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT
ORAL AGREEMENTS OR UNDERSTANDINGS OF THE PARTIES.

As used in this Notice, the following terms have the following meanings:

Loan. The term "Loan” means the following described loan: & Fixed Rate (3.850%) Nondisclosable Loan to a Government Entity for
$100,305.00 due on January 28, 2018.

Loan Agreement. The term “Loan Agreement” means one of more promises, promissory notes, agreements, undertakings, security
agreements, deeds of trust or other d its, Of cor or any bination of those i or documents, relating to the
Loan, including without limitation the following:

LOAN DOCUMENTS
Dis::'bsurq of Right to Receive a Copy of an Appraisal

Amortization Schedule

Governmental Certificate: Estill Co Water District #1
Customer Information Profile: William Beard

Customer Information Profile: Greg A Wright

KY Commercial Security Agreement: ANl Accounts Receivable
now owned or hereafter acquired in the operation of Estill Co

Loan Ag W
Customer Information Profile: Jerry M Arnold
L Note
KY National UCC Fi Sta {Rev. 04/20/11):
Accounts; whether any of 1 the foregoing i

All

Water District #1; owned by Estill Co Water District #1

Disbursement Request end Authorization

Notice of Final Agreement W-8 Request for Taxpayer IO Number and Certification: : Greg A
W-9 Request for Taxpayer ID Number and Certification: : Wright
Jerry M Arnold W-8 Request for Taxpayer ID Number and Certification: : William

W-9 Request for Taxpayer 1D Number and Certification: :

Estill Co Water District #1

Borrower:
Grantor(s):

Estill Co Water District #1
Estill Co Water District #1

Beard

Parties. The term “Parties™ means Citizens Guaranty Bank and any and all entities or individusls who are obligated to repay the
loan or have pledged property as security for the Loan, including without limitation the following:

Each Party who signs below, other than Citizens Guaranty Bank,
d this Notice of Final Agreement. Twmhmmm.mw

has received, read and und

BORROWER:

ESTILL CO WATER DISTRICT #1

By:

Greg A Wright, Chairman of Estill Co Water District
£

By:

William Beard, Treasurer of Estill Co Water District
#1

LENDER:

CITIZENS GUARANTY BANK

Authorized Signer

L

o

By:

Jerry M Amold, Secretary of Estill Co Water District
#1

ts to Citizens Guaranty Bank that it

Lamerfie Var 145 V0008 Cam Dod UGk Coporatin 1957, 2045 AN g Ramsvmd.
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Movants
Exhibit 4

THE ESTILL COUNTY WATER DISTRICT BOARD OF COMMISSIONERS (THE COMMISSION)
MET IN SPECIAL SESSION WEDNESDAY, JANUARY 18, 2015 AT 3:30 PM. IN THE
CONFERENCE ROOM AT ITS OFFICES LOCATED AT 76 CEDAR GROVE ROAD, IRVINE,
KENTUCKY, WITH THE FOLLOWING OFFICERS AND MEMBERS PRESENT: GREG WRIGHT-
CHAIRMAN, JERRY ARNOLD-SECRETARY, WILLIAM BEARD-TREASURER, AUDREA
MILLER-OFFICE MANAGER & DWIGHT RICHARSON-OPERATIONAL MANAGER

From the roll call, it was determined that a quorum of the Board of Commissioners of the Estill
County Water District was present. The meeting was then opened for the transaction of business, at which
time the following proceedings were had and entered for record:

ON MOTION OF ARNOLD AND SECONDED BY BEARD and all members of the Board
voting in the affirmative, that the agenda for the January 18, 2017 special Board of Commissioners Meeting
be approved.

The Minutes from the December 29, 2016 regular board meeting were presented to the Board with

no corrections being found necessary. ON MOTION OF BEARD AND SECONDED BY ARNOLD and
all members of the Board voting in the affirmative, that the minutes be approved as presented.

ON MOTION OF ARNOLD AND SECONDED BY BEARD and all members of the Board
voting in the affirmative, that the District borrow $110.000.00 from Citizens Guaranty Bank, to cover the
February 2017 USDA-RD payment.

ON MOTION OF ARNOLD AND SECOND BY BEARD and all members of the Board voting in
the affirmative, that the meeting be adjourned.

SignedZéMW‘) Q7 ? ac g\
Attested: _,/ﬂ -4-*7 MA?%

*Meeting agenda and sign in sheets are filed in the Districts office and can be made available for review
upon request.
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AMORTIZATION SCHEDULE

Principal Losn Date | Maturity Loan No Call { Coll Account Officer | Initiais
‘ 110, .00 |01-24-2017 |02-10-2021 24587 5 10098348 SLC
References in the boxes above are for Lender’s use only and do not limit the epplicability of this d 1o any particular loan or item.
Any ltem sbove ining "* * ** has been omitted due to text length limitations.
Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.0. Box 630
lrvine, KY 40336-0630
(606) 723-2139
Disbursement Date: January 24, 2017 Repayment Schedule: Balloon
Interest Rate: 4.100 Calculation Method: 365/365 U.S. Rule
Paymant Payment Payment interest Principal Remaining
Number Date Amount Paoid Paid Balance
1 03-10-2017 1,352.35 §57.70 794.85 109,5635.35
2 04-10-2017 1.362.35 agr.42 970.93 108.564.42
3 05-10-2017 1,352,385 365.85 986.50 107.577.92
4 06-10-2017 1,352.36 374.61 977.74 106,600.18
L} 07-10-2017 1,352.36 359.23 993.12 105,607.06
6 08-10-2017 1,352,36 367.74 984.61 104,622.45
7 08-10.2017 1,352,386 364.32 988.03 103,634.42
10:10-2017 1,352.35 349.23 1.003.12 102,631.30
9 11102017 1.352.35 357.38 994.97 101,636.33
10 12-10-2017 1,352.36 342.50 1,009.85 100.626.48
2017 TOTALS: 13.523.50 3.819.98 9,703.82
n 01-10-2018 1,362.35 350.40 1,001.95 99,624,563
12 02-10-2018 1,352,365 346.91 1,005.44 96,619.09
13 03-10-2018 1.352,35 310.18 1,042.17 97,576.92
14 04-10-2018 1,352.35 338.78 1,012.57 96,564.35
15 05-10-2018 1,352.35% 325.41 1,026.94 95,537.41
16 06-10-2018 1,352.35 332.68 1.018.67 94,617.74
17 07-10-2018 1.352,35 318.51 1,033.84 93,483.90
1 08-10-2018 1,352.35 325.53 1,026.82 92,457.08
19 09-10-2018 1,352.35 321.85 1.030.40 91,426.68
20 10-10-2018 1,352.35 308.10 1,044.25 90,382.43
2 11-10-2018 1,352.35 314,73 1,037.62 89,344.81
22 12-10-2018 1,362.35 301,08 1,061.27 88,293.64
2018 TOTALS 16.228.20 3,895.286 12,332.94
23 01-10-2019 1,352.35 307 .46 1,044.85 87,248.65
24 02:10-2019 1.362.35 303.82 1,048.53 86,200.12
25 03-10-2019 1,352.35 ana2 1,081.23 85,118.89
26 04-10-2018 1,352.35 206.40 1,065.95 84,062.94
27 05-10-2018 1,352.35 283.28 1,069.07 82,993.87
28 06-10-2018 1.362.35 289.00 1.063,35 81.930.52
29 07-10-2018 1,352.35 276.09 1.076.26 80,854.26
30 08-10-2019 1,352.35 281,58 1.070.80 79.783.48
3N 08:-10-2018 1,352.35 277.82 1,074.83 78.708.93
32 10-10-2018 1,352.35 265.24 1,087.11 77,621,862
33 11-10-20189 1,362.35 270.29 1,082.06 76,530.76
34 12-10-2019 1,352.35 25793 1,094.42 75,445.34
2018 TOTALS: 16,228.20 3,380.00 12.848.20
35 01-10-2020 1,352.35 262.51 1,089.84 74,355,560
36 02-10-2020 1,352.35 258.21 1,094,14 73,261.36
a7 03-10-2020 1,362.35 238.00 1,114,35 72,147.01
38 04-10-2020 1.362.36 250.54 1,101.81 71,045.20
39 05-10-2020 1,352.35 238.76 1,113.58 69,931.61
40 06-10-2020 1.352.35 24285 1,109.50 6g,822.11
41 07-10-2020 1,352.35 231.29 1,121.06 67,701.05
42 08-10-2020 . 1,352.35 2358.10 1.1172.28 66,583.80
43 08-10-2020 1,352.35 23122 1.121.13 65,462.67
a4 10-10-2020 1,352.35 220.00 1,132.35 64,330.32
45 11-10-2020 1,352,35 223.40 1,128.95 63,201.37
46 12-10-2020 1,352.35 212.40 1,139.95 62,061.42
2020 TOTALS: 16.228,20 2,844.28 13,383.92
47 01-10-2021 1,362.36 21569 1,136.66 60.824.76
48 02-10-2021 61,136.9 21218 60,824.76 0.00
2021 TOTALS: 62.,489.26 427.84 62,061.42
TOTALS: 124,687.36 14,367.36 110,330.00
NOTICE: This is an estimated loan amorth hedule. Actual may vary if payments are made on different dates or in ditferent
amounts.
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PROMISSORY NOTE

Loan Date | Maturity Loan No Call Coll Account | Officer m
sum 01-24-2017 |02-10-2021 24597 | = s | 10098348 | sic |
ﬂmmmbnmlbmnanlorhmchrl|.umiywunmlmhnmmph:nbihyoftﬂ:dommmwpmlc\nrhanuhm
Any item above containing *** ** has been omitted due to text length li
Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.0. Box 630
Irvine, KY 40336-0630
(606) 723-2139
Principal Amount: $110,330.00 Interest Rate: 4.100% Date of Note: January 24, 2017
PROMISE TO PAY. EsdlConmlHlmwn'lprmwmmﬁﬂumeMlI.ondul.um in lawful money of
the United States of America, the principal it of One Hundred Ten Th vd Three Hundred M&MI!ND&H{GHOWWL

together with interest on the unpaid principal balance from January 24, 2017, udnllthdndnulndhlhn "INTEREST CALCULATION
METHOD" paragraph using an interest rate of 4.100% per annum, until paid in full. The interest rate may change under the terms and
conditions of the "INTEREST AFTER DEFAULT" section.

PAYMENT. Borrower will pay this loan in 47 regular payments of $1,352.35 each and one irregular last payment estimated st $61,136.91.
Borrower's first payment is due March 10, 2017, and all subsequent payments are due on the same day of each month after that. Borrower's

then to any escrow or reserve sccount payments as required under any mortgage, deed of trust, or other
agreement securing this Note: and then to any late charges. mwmmnm-mmmonuummm
8s Lender may designate in writing. All payments must be made in U.S. dollars and must be received by Lender consistent with any written
payment instructions provided by Lender. If a payment is made consistent with Lender's pay tions but ived after 5:00 p.m.
Eastern Standard Time. Monday through Friday, mwmmam—umumwm.

INTEREST CALCULATION METHOD. Interest on this Note is computed on a 365/365 simple interest basis; that is, by applying the ratio of the
interest rate over the number of days in a year (366 during leap years), multiplied by the outstanding principal balance, multiplied by the actual
number of days the principal balance is outstanding. All interest payable under this Note is computed using this method.

PREPAYMENT. Borrower agrees that all loan fees and other prepaid finance charges are earned fully as of the date of the loan and will not
subject to refund upon early payment (whether voluntary or as a result of defaultl, except as otherwise required by law. Except for the
foregeing, Borrower may pay without penalty all or a portion of the amount owed earlier than it is due. Early payments will not, unless agreed
to by Lender in writing, relieve Borrower of Borrower's obligation to inue to make pay under the payment schedule. Rather, early
payments will reduce the principal balance due and may result in Borrower's meking fewer payments. Borrower agrees not to send Lender
payments merked "paid in full”, "without recourse”, or similar language. If Borrower sends such a peyment, Lender may accept it without
losing any of Lender's rights under this Note, and Borrower will remain obligated to pay any further amount owed to Lender. All written
communications concerning disputed amounts, mmmm«mmmmwmmmmm
“payment in full” of the amount owed or that is tendered with other conditions or as full satisfaction of a disputed amount must be
mailed or delivered to: Citizens Guaranty Bank, A Real Community Bank, P.O. mmm KV 40336-0630.

LATE CHARGE. If & payment is 10 days or more late, Borrower will be charged 5.000% of the regularly scheduled payment.

INTEREST AFTER DEFAULT. Upon default, including fallure to pay upon final maturity, the total sum due under this Note will continue to accrue
interest st the interest rate under this Note.

DEFAULT. Each of the following shall constitute an event of default ("Event of Default™) under this Note:
Payment Default. Borrower fails 1o make any payment when due under this Note.

Other Defaults. Borrowcf fails 1o comply with or to perform any other term, obligation, covenant or condition contained in this Note or in
any of the rek its or to ply with or to perform any term, obligation, covenant or condition contained in any other agreement
between Lender and Borrower.

Faise Statements. Any warranty, representation or statement made or furnished to Lender by Borrower or on Borrower's behalf under this
Note or the related documents is false or misleading in any r isl respect, either now or at the time made or furnished or becomes false
or misleading at any time thersafter.

Death or Insolvency. The death of Borrower or the dissolution or termination of Borrower's existence 8s a going business, the insolvency
of Borrower, the app of a iver for any part of Borrower's property, any gnment for the benefit of creditors, any type of
creditor workout, or the commencement of any proceeding under any bankruptcy or insolvency laws by or against Borrower.

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfelture proceedings, whether by judicial proceeding, self-help,
npouuﬁonormymhunmhod hvm:nﬂwnibarnwmhmmntﬂwuﬂmmwﬂmalmmmm
This includes a garnish t of any of B er's 8c ts, with Lender. However, this Event of Default shall
notlpntyillhorahlmmmww"ummmumotheiﬂnm&u“holmm«m
forfeiture proceeding and if Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or
8 surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate

i

reserve or bond for the dispute.
Events Affecting Guarantor. Any of the preceding events occurs with respect to any guarantor, anﬁoruf Buretv. or accommodation party
of any of the indebtedness or any guarantor, endorser, surety, or sccommodation party dies or b petent, or kes or
disputes the validity of, or liability under, any guaranty of the indebtedness evidenced by this Note.

Adverse Change. A msterial adverse change occurs in Borrower's financial condition, or Lender beli the prospect of pay t or
performance of this Note is impaired.
Insecurity. Lender in good faith believes itself insecure.
Cure Provisi if any default, other than s default in payment, is curable and if Borrower has not been given a notice of a breach of the

same provision of this Note within the preceding twelve (12) months, it may be cured if Borrower, after Lender sends written notice to

Borrower demanding cure of such default: (1) cures the default within thirty (30) days; or (2) if the cure requires more than thirty (30)

lhvl hmuciauivdﬁm:mwhiwhl.mdudumlhwwlwh&mionlobewmmmcmhdﬂmwmm
P T and y steps sufficient to produce compliance as soon as reasonably practical.

LENDER'S RIGHTS, Upondolnm.wﬂrmmm:mmhwmmeMWMIMallmmm
immediately due, and then Borrower will pay that amount.

ATTORNEYS' FEES; EXPENSES. Lender may hire or pay someone eise to help collect this Note if Borrower does not pay. Borrower will pay
Lender that amount. This includes, subject to any limits under applicable law, Lender's reasonable attorneys' fees and Lender’s legal expenses
whether or not there is a lawsuit, including reasonable attorneys’ fees and lege! expenses for bankruptcy proceedings (including efforts to
modify or vacate any sutomatic stay or injunction), and sppeals. If not prohibited by spplicable law, Borrower also will pay any court costs, in
addition to all other sums provided by law.

GOVERNING LAW. This Note will be g d by federal law applicable to Lender and, wh.mmumﬁhhﬂuﬂhmﬂ-hﬂﬂ
umdxmmmuumummm This Note has been accepted by Lender in the Commonwealth
of Kentucky.

CHOICE OF VENUE. If there is a lawsuit, Borrower agrees upon Lender’s request to submit to the jurisdiction of the courts of Estill County,
Commonwealth of Kentucky.

DISHONORED ITEM FEE. Borrower will pay @ fee to Lender of §25.00 if Borrower makes a payment on Borrower's loan and the check or
presuthorized cherge with which Borrower pays is later dishonored.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves e right of setoff in all Borrower's accounts with Lender (whether
checking, savings, or some other account). This includes all accounts Borrower holds jointly with someone eise and all accounts Borrower may
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open in the future. However, this does not include eny IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, to the extent permitted by applicable law, to mmorutoﬂlﬂsmowwonﬁwmm against any
and sl such accounts.

COLLATERAL. Borrower acknowledges this Note is secured by 8 UCC on all accounts receivable now owned and hereafter acquired for use in
the business known as Estill County Water District #1 located at 76 Cedar Grove Rd, Irvine, Estill County, KY 40336,

SUCCESSOR INTERESTS. The terms of this Note shall be binding upon Borrower, and upon Borrower's heirs, personal representatives,
successors and assigns, and shall inure to the benefit of Lender and its successors and assigns.

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Borrow.rmavmtifyunﬁrﬂlsndar

mmmmhmmwhmarllmh)mlmmnmmw Borrower's written_notice describing the
specific inaccuracylies) should be sent to Lender at the following ad : Citizens G y Bank A Real Community Bank, P.0. Box 830 Irvine,
KY 40336-0830.

GENERAL PROVISIONS. If any part of this Note cannot be enforced, this fact will not affect the rest of the Note. Lender may delay or forgo
enforcing any of its rights or remedies under this Note without losing them. Borrower and any other person who signs, guarantees or endorses
ﬂﬁﬂou.mdhmwmww.wﬁn_mn‘nmuﬂ,ﬁmtmlwwondmﬁuofdshmor. Uponanyuhu\'gulnhnmofm

anﬁorur shall be released from liability. Mmmmwtmmvnmovmnﬂmmvnmno:myhngmam}m
loan or release any party or guarantor or collateral; or impair, fail to realize upon or perfect Lender's security interest in the collateral; and take
any other action deemed necessary by Lender without the consent of or notice to anyone, All such parties also agree that Lender may modify
this loan without the consent of or notice to anyone other than the party with whom the modification is made. The obligations under this Note
are joint and several.

PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER AGREES TO THE
TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.

BORROWER:

ESTILL CO WATER DISTRICT #1

By: By: ek e Tl |
Jerry M Arnold, Secretary of Estill Co Water District mnmu‘mumcomwm
1 #1

By:
William Beard, Tressursr of Estil Co Water District
"
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BUSINESS LOAN AGREEMENT

Raiueneu in the boxes above are for Lnndar s use only and do not limit the applicubllity of this document to any particular loan or item,
Any item above containing "***" has been omitted due to text length limitations.

Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.0. Box 630
Irvine, KY 40336-0630
(606) 723-2138

THIS BUSINESS LOAN AGREEMENT dated January 24, 2017, hmadtlndeanodbttwnn EltllCoWlmDhmmﬂ[hrrmt)md
Citizens Guaranty Bank ("Lender”) on the following terms and conditions. B d prior ial loans from Lender or has
mmmhammwhmmm«nﬁmwm&m mm.mnmhmaibodmwumm
schedule attached to this Agn B . and agr that: {A) in granti g any Loan, Lender is
relying upon Borrower's repr i nties, and ag: lsulfonhhﬂllnAmm. |simmmm or extending
of any Loan by Lender at all times shall be subject to Lender's sole judgment and discretion; and (C) all such Loans shall be and remain subject
to the terms and conditions of this Agreement.

TERM. This Agreement shall be effective as of January 24, 2017, and shall continue in full force and effect until such time as all of Borrower's
Loans in favor of Lender have been paid in full, including principal, interest, costs, expenses, attorneys' fees, and other fees and charges, or
until February 10, 2021.

CONDITIONS PRECEDENT TO EACH ADVANCE. Lender's obligation to make the initial Advance and each subsequent Advance under this
Agreement shall be subject to the fulfillment to Lender's satisfaction of all of the conditions set forth in this Agreement and in the Related
Documents.

Loan Documents, Borrower shall provide to Lender the following documents for the Loan: (1) the Note; (2) Security Agreements
granting to Lender security interests in the Collateral; (3) financing statements and ell other documents perfecting Lender's Security
Interests; (4) evidence of insurance as required below; (5) together with all such Related Documents as Lender may require for the Loan;
all in form and substance satisfactory to Lender and Lender's counsel.

Borrower's Authorization. Borrower shall have provided in form and substence satisfactory to Lender properly certified resolutions, duly
authorizing the execution and delivery of this Agreement, the Note and the Related Documents. In addition, Borrower shall have provided
such other resolutions, authorizations, documents and instruments as Lender or its counsel, may require.

Payment of Fees and Expenses. Borrower shall have paid to Lender all fees, charges, and other expenses which are then due and payable
as specified in this Ag or any Related Document.

and W i The repr i and warranties set forth in this Agreement, in the Related Documents, and in any
document or certificate delivered to Lender under this Agreement are true and correct.

No Event of Default. There shall not exist at the time of any Advance a condition which would constitute an Event of Default under this
Agreement or under any Related Document.

REPRESENTATIONS AND WARRANTIES. Borrower represents and warrants to Lender, as of the date of this Agreement, as of the date of each
disbursement of loan proceeds, as of the date of any renewal, extension or modification of any Loan, and at all times any Indebtedness exists:

Organization. Borrower is a governmental entity which is, and at all times shall be, duly organized, validly existing, and in good standing
under and by virtue of the laws of the Commonwealth of Kentucky. Borrower is duly authorized to transact business in all other states in
which Borrower is doing business, having obtained all necessary filings, governmental licenses and approvals for each state in which
B is doing busi Specifically, Borrower is, and at all times shall be, duly qualified 8s a foreign in all states in which the failure to
so qualify would have a material adverse effect on its business or financial condition. Borrower has the full power and authority to own its

ies and to tr 't the busi in which it is presently engaged or presently proposes to engage. Borrower maintains an office at
76 Osder Grove Rd, Irvine, KY 40336-7697. Unless Borrower has designated otherwise in writing, the principal office is the office at
which Borrower keeps its books and records including its records concerning the Coliateral. Borrower will notify Lender prior to any change
in the location of Borrower's state of organization or any change in Borrower's name. Borrower shall do all things necessary to preserve
and to keep in full force and effect its existence, rights and privileges, and shall comply with all regulations, rules, ordinances, statutes,
orders and decrees of any governmental or quasi-governmental autharity or court applicable to Borrower and Borrower's business activities,

Assumed Business Names. Borrower has filed or recorded all documents or filings required by law relating to all d business
used by Barrower. Excluding the name of Borrower, the following is & plete list of all d business names under which Borrower
does business: None.

Authorization. Borrower's execution, delivery, and performance of this Agreement and all the Related Documents have been duly
authorized by all necessary action by Borrower and do not conflict with, result in & violation of, or constitute a default under (1) any
provision of any agreement or other instrument binding upon Borrower or (2) any law, governmental regulation, court decree, or order
applicable to Borrower or to Borrower's properties.

Financial Information. Each of Borrower's financial statements supplied to Lender truly and completely disclosed Borrower's financial
condition as of the date of the statement, and there has been no material adverse change in Borrower's ﬁnancul condition oubsaquem to
the date of the most recent financial statement supplied to Lender. Borrower has no material conting igations pt as disclosed in
such financial statements.

Legal Effect. This Agreement constitutes, and any instrument or agreement Borrower is required to give under this Agreement when
delivered will constitute legal, valid, and binding obligations of Borrower enforceable against Borrower in accordance with their respective
terms.

P i Except as co lated by this Ag 1t or as previously disclosed in Borrower's fi ial st orin g to Lender
and as accepted by Lender, and except for property tax liens for taxes not presently due and payable, Borrower owns and has good title to
all of Borrower's properties free and clear of all Security Interests, and has not executed any secwrity documents or financing statements
relating to such properties. All of Borrower's properties are titled in Borrower's legal name, and Borrower has not used or filed a financing
statement under any other name for at least the last five (5) years.

Hazardous Sub Except as disclosed to and acknowledged by Lender in writing, Borrower represents and warrants that: (1) During
the period of Borrower's ownership of the Collateral, there has been no use, generation, manufacture, storage, treatment, disposal, release
or thr d rel of any H. d Sub wce by any person on, under, about or from any of the Collateral. (2) Borrower has no

knowledge of, or reason to believe that there has been (8] any breach or violation of any Environmental Laws; (b} any use, generation,
manufacture, storage, treatment, disposal, release or threatened release of any Hazardous Substance on, under, about or from the
Collateral by any prior owners or occupants of any of the Collateral; or {c) any actual or threatened litigation or claims of any kind by any
person relating to such matters. (3) Neither Borrower nor any tenant, contractor, agent or other authorized user of any of the Collateral
shall use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or from any of the
Collateral; and sny such activity shall be conducted in compliance with all applicable federal, state, and local laws, regulations, and
ordinances, including without limitation all Environmental Laws. Borrower authorizes Lender and its agents to enter upon the Collateral 1o
make such inspections and tests as Lender may deem appropriate to determine compliance of the Collateral with this section of the
Agreement, Any inspections or tests made by Lender shall be at Borrower's expense and for Lender's purposes only and shall not be
construed to create any responsibility or lisbility on the part of Lender 10 Borrower or to any other person. The representations and
warranties contained herein are based on Borrower's due diligence in investigating the Collateral for hazardous waste and Hazardous
Substances. Borrower hereby (1) releases and waives any future cleims against Lender for indemnity or contribution in the event
Borrower becomes liable tor cleanup or other costs under any such laws, and (2) agrees to indemnify, defend, and hold harmless Lender
against any and all claims, losses, liabilities, damages, penalties, and expenses which Lender may directly or indirectly sustain or suffer
resulting from a b h of this ion of the Ag or as a consequence of any use, generation, manufacture, storage, disposal,
release or threatened release of 8 hazardous waste or substaence on the Collateral, The provisions of this section of the Agreement,
including the obligation to indemnify and defend, shall survive the payment of the Indebtedness and the termination, expiration or
satisfaction of this Agreement and shall not be affected by Lender's acquisition of any interest in any of the Collateral, whether by




LT (TR

BUSINESS LOAN AGREEMENT

Loan No: 24597 (Continued) Page 2
foreclosure or otherwise,
Litigation and Claims. No litigation, claim, ir igation, admini ding or similar action (including those for unpaid taxes)
egainst Borrower is pending or threatened, and no “other event has occurred which may materially tdvmh,r affect Borrower’s financial
condition or properties, other than litigation, claims, or other events, it any, that have been disclosed to and acknowledged by Lender in
writing. i

Taxes. To the best of Borrower's knowledge, all of Borrower's tax returns and reports that are or were required to be filed, have been
filed, and all taxes, assessments and cther governmental charges have been paid in full, except those presently belng or to be contested by
Borrower in good faith in the ordinary course of business and for which adequate reserves have been provided.

Lien Priority. Unless otherwise previously disclosed to Lender in writing, Borrower has not entered Into or granted sny Security
Agreements, erpurmmedthamoraunchmmuimvkwhthmmmuﬁomhgmofmecolnmrﬂdrwﬂvotmﬂy
securing repayment of Borrower’s Loan and Note, that would be prior or that may in sny way be superior to Lender's Security Interests and
rights in and to such Collateral.

Binding Effect. This Agreement, the Note, all Security Agreements [if any), and all Related Documents are binding upon the signers
thereof, as well as upon their representati and assigns, and are legally enforceable in sccordance with their respective
terms.

AFFIRMATIVE COVENANTS. Borrower covenants and agrees with Lender that, so long as this Agreement remains in effect, Borrower will:

Notices of Claims and Litigation. Promptly inform Lohdarhwming of (1) lﬂmﬂdd\nm changes in Borrower's financial condition,
end (2) all existing and all threatened litigation, claims, i gs or similar actions atfecting Borrower or
any Guarantor which could materially affect the financial condition of Borrower or the ﬂmndnl condition of any Guua'mor

Financial Records. Maintain its books and records in accordance with GAAP, applied on a consistent basis, and permit Lender to -examine
and audit Borrower's books and records at all reasonable times.
Financial Statements. Furnish Lender with the following:

Annual Statements. As soon as available, but in no event later than sixty (60) days after the end of each fiscal year, Borrower's
balance sheet and income statement for the year ended, prepared by Borrower,

Tax Returns. As soon as available, but in no event later than sixty (60) days after the applicable filing date for the tax reporting period
ended, Borrower's Federal and other governmental tax returns, prepared by & tax professional satisfactory to Lender.

All financial reports required to be provided under this Agreement shall be prepared in accordance with GAAP, applied on a consistent
basis, and certified by Borrower as being true and correct.

Ammm.wmmm" ion and sta . 88 Lender may request from time to time.

Insurance. Maintain fire and other risk insurance, public liability Insurlm. and such other insurance as Lender may require with respect to
Borrower's properties and operations, in form, amounts, coverages and with insurance companies acceptable to Lender. Borrower, upon
request of Lender, will deliver to Lender from time to time the policies or certificates of insurance in form satisfactory to Lender, including
stipulations that coverages will not be cancelled or diminished without st least ten (10) days prior written notice to Lender. Each insurance
policy also shall include an endorsement prwdng that coverage in lnm of Lender will not be impaired in any way by any act, omission or

da’llutofBorrnwlrcranym ion with. all p ‘\gmhwmchwﬁwholdsmhofwlmm
interest for the aom«wmmumrmmquu_ s payable or mmyuunmmm
© Insurance ncpwh Furnish to Lender, Upon request of Lender xisting insurance policy showing such information as

Lender, reports
Lender may reasonably request, including without limitation the tollowlng {1) the name of the insurer; (2) the risks insured; (3} the
amount of the policy; (4) the properties insured; (5} the then current property values on the basis of which insurance has been obtained,
and the manner of determining those values; and (6) ﬂno:p&mdannlﬂupoucy In addition, upon request of Lender (however not
more often than annually}, Borrower will have an independent tisf y to Lender determine, as applicable, the actual cash
value or replacement cost of any Collateral, ﬂlleoﬂcfwd‘\wm&nmidbyswruw

Other Agreements. Comply with all terms and conditions of all other agreements, whether now or hereafter existing, between Borrower
and any other party and notify Lender immediately in writing of any default in connection with any other such agreements.

Loan Proceeds. Use all Loan proceeds solely for Borrower's business operations, unless specifically consented to the contrary by Lender in
writing.
Taxes, Charges and Liens. Pay and discharge when due all of its indebtedness and obligations, including without limitation all assessments,
taxes, governmental charges, levies and liens, of every kind snd nature, imposed upon Borrower or its properties, income, or profits, prior
to the date on which penalties would attach, and all lawful claims that, if unpaid, might b & lien or charge upon any of Borrower's
properties, income, or profits, Provided however, Borrower will not be required to pay and discharge any such assessment, tax, charge,
fevy, lien or claim so long as (1) the legality of the same shall be contested in good faith by appropriate proceedings, and {2) Borrower
shall have established on Borrower’s books adequate reserves with respect to such contested assessment, tax, charge, levy, lien, or claim
in accordance with GAAP. |

Performance. Perform and comply, in & timely manner, with all terms, conditions, and provisions set forth in this Agreement, in the Related
Documents, and in all other instruments and agreements between Borrower and Lender. Borrower shall notify Lender immediately in
writing of any default in cor ion with sny ag

Operations. Maintain executive and management personnel with substantially the same qualificati and i as the pr
executive and management personnel; mvidewrhmnmﬂutohnduafmychmgahamﬂwarﬂmmmpnm conductm
business affairs in a reasonable and prudent manner.

Environmental Studies. Promptly conduct and complete, et Borrower's exp all such i igations, studi lings and ings as
may be requested by Lender or any governmental authority relative to any substance, or any wmerby-nmdmtofuwwbctm defined
@s toxic or a hazardous substance under applicable federal, state, or local law, rule, regulation, order or directive, at or affecting any
property or any facility owned, leased or used by Borrower,

Compliance with G | Regui Comply with all laws, otdinencls, and regulati now or h fter in effect, of sll
governmental suthorities applicable 1o the conduct of Borrower's properties, busil end operations, and to the use or occupancy of the
Collateral, including without limitation, the Americans With Disabilities Act. Borrower may contest in good faith any such law, ordinance,
or regulation and withhold compliance during any proceeding, including uppwopdau sppuln, so long Bs Borrower has notified Lender in
ummgpriormdoinglolndwlomuiandarllolenplmn Lender's i in the Coll | are not jeopardized. Lender may
require B er 1o post adeq security or a surety bond, reasonably satisfactory to Lcnder. to protect Lender's interest,

Inspection. Permit employees or agents of Lender at any reasonsble time to inspect any and all Collateral for the Loan or Loans and
Borrower's other proparties and to examine or audit Borrower's books, accounts, and records and to make copies and memoranda of
Borrower's books, accounts, and records. f Borrower now or et any time hereafter maintains any records (including without limitation
computer generated records and computer software prog for the ger ion of such ds) in the ion of a third party,
Borrower, upon request of Lender, shall notity such party to permit Lender free access to such records at all reasonable times and to
provide Lender with copies of any records it may request, all at Borrower's expense.

Environmental Compliance and Reports. Borrower shall comply in all respects with any and all Environmental Laws; not cause or permit to
exist, as & result of an | or unir ional action or omission on Borrower's part or on the part of any third party, on property
owned and/or occupied by Borrower, any environmental activity where damage may result to the environment, unless such environmental
activity is pursuant to and in compliance with the conditions of a permit issued by the appropriate federal, state or local governmental
authorities; shall furnish to Lender promptly and in any event within thirty (30) days after receipt thereof a copy of any notice, summons,
fien, citation, directive, letter or other communication from any governmental agency or instrumentality concerning any intentional or
unintentional action or omission on Borrower's part in connection with any environmental activity whether or not there is damage to the
environment and/or other natural resources.

Additional Assurances. Make, &; and deliver to Lender such promissory note ages, deeds of trust, security agreements,
assignments, financing sta truments, documents and other agreements ¢t or its attorneys may reasonably request to
evidence and secure the Loans ai perfect all Security Interests.
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LENDER'S EXPENDITURES. If any action or proceeding is commenced that would materially affect Lender's interest in the Collateral or if
Borrower fails to comply with any provision of this Agreement or any Related Documents, including but not limited to Borrower's failure to
discharge or pay when due any emounts Borrower is required to discharge or pey under this Agreement or any Related Documents, Lender on
Borrower's behatf may (but uhail not be obligated to) take any action that Lender deems appropriate, including but not limited to discharging or
paying all taxes, liens, y ir brances and other claims, at any time levied or placed on any Collatersl and paying all costs for
insuring, maintaining and preserving lrw Collateral. All such expenditures incurred or paid by Lender for such purposes will then bear interest at
the rate charged under the Note from the date incurred or peid by Lender to the date of repayment by Borrower. All such expenses will become
a part of the Indebtedness and, at Lender's option, will (A} be payable on demand; (B) be added to the balance of the Note and be
epportioned among and be payable with any instaliment payments to become due during either (1) the term of any applicable insurance policy;
or (2] the remaining term of the Note; or (C} be treated as a balioon payment which will be due and payable at the Note's maturity.

NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borrower shall not, without the
prior written consent of Lender:

Indebtedness and Liens. (1) Except for trade debt incurred in the normal course of busi and indebted to Lender contemplated by
this Agreement, create, incur or assume indebtedness for borrowed money, including capital leases, (2) sell, transfer, mortgage, assign,
pledge, lease, grant a security interest in, or encumber any of Borrower's assets (except as sllowed as Permitted Liens), or (3] sell with
recourse any cf Borrower's accounts, except to Lender.

Continuity of Operations. (1) Engage in any busi activities substantially different than those in which Borrower is presently engaged,
{2) cease operations, liguidate, merge, transfer, acquire or consolidate with any other entity, change its name, dissolve or transfer or sell
Collateral out of the ordinary course of business, or (3} make any distribution with respect to any capital account, whether by reduction of
capital or otherwise.

Loans, Acquisitions and Guaranties. (1) Loan, invest in or advance money or assets to any other person, enterprise or entity, (2)
purchase, create or acquire any interest in any other enterprise or entity, or (3) incur any obligation as surety or guarantor other than in
the ordinary course of business.

Agreements. Enter into any agreement containing any provisions which would be violated or breached by the performance of Borrower's
obligations under this Agresment or in connection herewith.

CESSATION OF ADVANCES. If Lender has made any commitment to make any Loan to Borrower, whether under this Agreement or under any
other agreement, Lender shall have no obligation to make Loan Advances or to disburse Loan proceeds if: (A) Borrower or any Guarantor is in
default under the terms of this Agreement or any of the Related Documents or any other agreement that Borrower or any Guarantor has with
Lender; (B) Borrower or any Guarantor dies, becomes incompetent or becomes insolvent, files a petition in bankruptcy or similar proceedings,
or is adjudged & bankrupt; (C) there occurs a material adverse change in Borrower's financial condition, in the financial condition of any
Guarantor, or in the value of any Collateral securing any Loan; or (D) any Guarantor seeks, claims or otherwise attempts to limit, modify or
revoke such Guarantor's guaranty of the Loan or any other loan with Lender; or [E) Lender in good faith deems itself insecure, even though no
Event of Default shall have occurred.

RIGHT OF SETOFF. To the extent permitted by epplicable law, Lender reserves a right of setoff in all Borrower's accounts with Lender {whether
checking, savings, or some other account). This includes all accounts Borrower holds jointly with someone else and all accounts Borrower may
open in the future. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the Indebtedness against any
and all such accounts.

DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:
Payment Default. Borrower fails to make any payment when due under the Loan.

Other Defaults. Borrower fails to comply with or to perform any other term, obligation, covenant or condition contained In this Agreement
or in any of the Related Documents or to comply with or to perform any term, obligation, covenant or condition contained in any other
agreement between Lender and Borrower.

False Statements. Any warranty, rep tion or made or furnished to Lender by Borrower or on Borrower's behalf under this
Agreement or the Related D« ts is false or misleading in any ial respect, either now or at the time made or furnished or becomes
false or misleading at any time thereafter.

Death or Insolvency. The death of Borrower or the dissolution or termination of Borrower's existence as a going business, the insolvency
of Borrower, the appointment of a receiver for any part of Borrower's property, any assignment for the benefit of creditors, any type of
creditor workout, or the comm of any pr ding under any bankruptcy or Insolvency laws by or against Borrower,

Defective Collateralization. This Agreement or any of the Related Di s 1o be in full force and effect {including failure of any
collateral document to create a valid and perfected security interest or lien) 8t any time and for any reason,

Creditor or Forfeiture Proceedings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding. seli-help,
repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral securing the Loan.
This includes & garnish of any of B 's accounts, including deposit accounts, with Lender. However, this Event of Default shall
not apply if there is & good faith dispute by Borrower as to the validity or reasonableness of the claim which is the basis of the creditor or
forfeiture proceeding and if Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or
8 surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
reserve or bond for the dispute.

Events Affecting Guarantor. Any of the preceding events occurs with respect to any Guarentor of any of the Indebtedness or any
Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under, any Guaranty of the Indebtedness.

Adverse Change. A material adverse change occurs in Borrower's financial condition, or Lender believes the prospect of payment or
performance of the Loan is impalred.

Insecurity. Lender in good faith believes itself insecure.

Right to Cure. If any default, other than a default on Indebtedness, is curable and if Borrower or Grantor, s the case may be, has not been
given a notice of a similar default within the preceding twelve (12 months, it may be cured if Borrower or Grantor, as the case may be,
after Lender sends written notice to Borrower or Grantor, as the case may be, demanding cure of such default: (1) cure the default within
thirty (30) days; or (2} it the cure requires more than thirty (30) days, immediately initiate steps which Lender deems In Lender's sole
discretion to be sufficient to cure the default and thereafter continue and plete all ble and y steps sufficient to produce
compliance as soon as reasonably practical.

EFFECT OF AN EVENT OF DEFAULT. If any Event of Default shall occur, except where otherwise provided in this Agreement or the Related
Documents, all commi and gations of Lender under this Agreement or the Related Documents or any other agreement immediately will
tormmate fincluding any obligation to make further Loan Advances or disbursements], and, 8t Lender's option, all Indebtedness immediately will

due and payable, all without notice of any kind to Borrowav. except that in the case of an Event of Default of the type described in the

"Insolvency” subsection above, such ation shall be ic and not optional. In addition, Lender shall have all the rights and remedies
provided in the Related Dmumonu or available at law, in equity, or otherwise. Except as may be prohibited by applicable law, all of Lender's
rights and dies shall be ¢ ive and may be exercised singularly or concurrently. Election by Lender to pursue any remedy shall not

exclude pursuit of any other remedy, and an election to make expenditures or to take action to perform an obligation of Borrower or of any
Grantor shall not affect Lender's right to declare & default and to exercise its rights and remedies.

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are & part of this Agreement:

Amendments. This Agreement, together with any Related Doc , consti the entire und g and agre of the parties
as to the matters set forth in this Agreement. No alteration of or amendment to this Agreement shall be aﬂacﬂw unless given in writing
and signed by the party or parties sought 10 be charged or bound by the alteration or amendment.

Attorneys’ Fees: Expenses. Borrower agrees to pay upon demand all of Lender's costs and expenses, including Lender's reasonable
attorneys' fees and Lender's legal expenses, incurred in connection with the enforcement of this Agreument Lender may hire or pay
someone else 10 help enforce this Agreement, and Borrower shall pay the costs and exp of such e . Costs and expenses
include Lender's ressonable attorneys’ fees and legal expenses whether or not there is a lawsuit, including reasonable attorneys’ fees and
legal expenses for bankruptcy proceedings fincluding efforts to modify or vacate any automatic stay or injunction), appeals, and any




DT R AT

BUSINESS LOAN AGREEMENT
Loan No: 24597 (Continued) Page 4

anticipated post-judgment collection services. Borrower also shall pay all court costs and such additional fees as may be directed by the
court,

CQR}!!'I\ W Caption hudmgs in this Agreement are for convenience purposes only and are not to be used to interpret or define the
pr o s A

Consent to Loan Plrﬂcipnhn Borrower agrees and consents to Lender's sale or transfer, whether now or later, of one or more
participation interests in the Loan to one or more purchasers, whether related or unrelated to Lender. Lender may provide, without any
limitation whatsoever, to any one or more purchasers, or potential purchasers, any information or knowledge Lender may have about
Borrower or about any other matter relating to the Loan, and Borrower hereby waives any rights to privacy Borrower may have with respect
to such matters. Borrower additionally waives any and all notices of sale of participation interests, as well as all notices of any repurchase
of such participation interests. BomwlunlgnMthwrhmnofawnuchparﬂchsﬂmhmuuwﬂbeoom&rdum
abwluuomuolnuchlnwruuhﬂteLuanmdwilMudﬂnmm;mmadMhmmmmmmmn
governing the sale of such participati ts. B further waives all rights of offset or counterclaim that it may have now or later
against Lender or against any purchaser of such a participation interest and unconditionally agrees that either Lender or such purchaser may
enforce Borrower's obligation under the Loan irrespective of the failure or insolvency of lnvhold.rofﬂwimvutbmlm Borrower

further agrees that the purchaser of any such participation interests may ent its i ive of personal claims
defenses that Borrower may have against Lender. : i o
Governing Law. This Ag wlln d by federal licabl umm.hmmmmﬂ federal law, the
laws of the Ci alth of K wﬂmm&dmhwnﬁcuolbw /i This Ag § b! d by Lender in
the Commonwaealth of Kentucky.

Choice of Venue. If there is & lawsult, Borrower agrees upon Lender's request to submit to the jurisdiction of the courts of Estill County,
Commonwealth of Kentucky.

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such walver is given in writing
and signed by Lender. No delay or omission on the part of Lender in exercising any right shall operate as & waiver of such right or any
other right. A walver by Lender of a ision of this Agr shall not prejudice or constitute a waiver of Lender's right otherwise to
demand strict compliance wnhlhmwoviclon or any othcr provision of this Agresment. No prior waiver by Lender, nor any course of
desling between Lender and Borrower, orbemml.andnrmwsrm shall constitute a waiver of any of Lender's rights or of any of
Borrower's or any Grantor's obligations as to any future tran Wh the quMhnmindundarthbﬁ-grmnmt
the granting of such consent by Lender in any instance shall not constitute continuing to subseq where such consent
is required and In all cases such consent may be granted or withheld in the sole discretion of Lender.

Notices. Any notice required to be given under this Agreement shall be given in writing, and shall be effective when actually delivered,
when actually received by telefacsimile (unless otherwise required by law), when deposited with a nationally recognized overnight courier,
or, it mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses
shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by giving formal written
notice to the other parties, specifying that the purpose of the notice is to change the perty's address. For notice purposes, Borrower
agrees 1o keep Lender informed at all times of Borrower’s current address. Unless otherwise provided or required by law, if there is more
than one Borrower, any notice given by Lender to any Borrower is deemed 1o be notice given to all Borrowers.

Severability. |f a court of competent jurisdiction finds any provision of this Agreement to be illegal, invalid, or mgnmmgam as to any
circumstance, ﬂm fhdlng shall not make tha offending provision illegal, !nvllld or unenforceable as to any other 1 fi
the offending pi shall be considered modified so that it becomes legal, valid and enforceable. It the offending provision cannot be so
y mm,umwmmmmummmm mmmwu.ﬂm invalidity, or
of any provision of this Agreement shall not affect the legality, validity or enforceability of any other provision of this Agreement.

Subsidiaries and Affiliates of Borrower. To the extent the context of any provisi of this Ag kes it appropriate,
without limitation any rep ion, warranty or covenant, the word “Borrower" as used in this Agreement shall include all of Borrower's
subsidiaries and affiliates. Notwithstanding the foregoing however, under no circumstances shall this Agreement be construed to require
Lender to make any Loan or other financial accommodation to any of Borrower's subsidiaries or affiliates.

Successors and Assigns, Aucomrmlndagrummlbvornnbelunotanrroweommdiﬂuﬁc&gruﬂhmormvﬁelamd
Doct shall bind B: and assigns and shall inure to the benefit of Lender and its s and
Mnol.howml.hmmeﬂglnwumgnﬂumweuﬂghummb@ummmmmam wimoutﬂnprhrwrm-n
consent of Lender,

Survival of Representations and Warranties. Borrower understands and egrees that in making the Loan, Lender is relying on all
representations, warranties, and covenants made by Borrower in this Agreement or in any certificate or other instrument delivered by
Borrower to Lender under this Agreement or the Related Documents. Borrower further agrees that regardiess of any investigation made by
Lender, all such representations, warranties and covenants will survive the making of the Loan and delivery to Lender of the Related
D shall be continuing in nature, and shall remain in full force and effect until such time as Borrower's Indebtedness shall be paid
in tull, or until this Agreement shall be terminated in the manner provided above, whichever is the last to occur,

Time is of the Essence. Time is of the essence in the performance of this Agreement.

DEFINITIONS. The following capitalized words and terms shall have the following meanings whanuﬂedlnﬂuAarumm Unless specifically
stated to the contrary, all references to dollar amounts shall mean amounts in lawful money of the United States of America. Words and terms
used in the singular shall include the plural, and the piural shall include the singular, ulheoonuxtmaynqdn Worduwwmmlmrwiu
defined in this Agr shall have the meanings attributed to such terms in the Uniform Ci | Code. g words and terms not
mhomlndaﬁmﬂhmngnmmsmﬂhuwﬁunmﬂmmwdmﬁemh di with generally P ucountimm\rwhcum
effect on the date of this Agreement:

Advance. The word "Advance® means a disbursement of Loan funds made, or to be made, to Borrower or on Borrower's behaif on a line
of credit or multiple advence basis under the terms and conditions of this Agreement,

Agreement. The word "Agreement” means this Business Loan Agreement, as this Busi Loan A nt may be amended or modified
from time to time, together with all exhibits and schedules attached to this Business Loan Agr ¢ from time to time.

Borrower. The word "Borrower” means Estill Co Water District #1 and includes all co-signers and co-makers signing the Note and all their
successors and assigns.

Collateral. The word "Collateral” means all property and assets granted as collateral security for a Loan, whether real or personal property,
whether grented directly or indirectly, whether granted now or in the future, and whether granted in the form of a security interest,

, collateral mortgage, deed of trust, assignment, pledge, crop pledge, chattel mortgage, collateral chattel mortgage, chattel trust,
tactor's lien, equipment trust, conditional sale, trust receipt, lien, charge, lien or title retention contract, lease or consignment intended as &
security device, or any other security or lien interest whatsoever, whether crested by law, contract, or otherwise.

Environmental Laws. The words "Environmental Laws® mean sny and all state, federal and local statutes, regulations and ordinances

relating to the protection of human health or the environment, including without limitation the Comprehensive Environmental Response,
Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Sectlcu 9601. et seq. ("CERCLA"}, the Superfund Amendments and

Reauthorization Act of 1986, Pub. L. No, 89-489 ("SARA"), the Hazard Transp ion Act, 49 U.S.C. Section 1801, et seq,,
the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq.., or other applicable state or federal laws, rules, or

Event of Default. The words "Event of Default™ mean any of the events of default set forth in this Agreement in the default section of this
Agreement.
GAAP. The word "GAAP™ means generally pted ac ing pri

Grentor. The word "Grantor™ means each end all of the persons or entities granting a Security Interest in any Collateral for the Loan,
including without limitation all Borrowers granting such 8 Security Interest.

Guarantor. The word "Guarantor™ means any guarantor, surety, or accommadation party of any or all of the Loan,

Guaranty. The word "Guaranty” .,, the guaranty from Guarantor to Lender, inclv.nhhom fimitation & guaranty of all or part of the
Note.
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Hazardous Substances. The words "Hazardous Substances” mean materials that, because of their guantity, concentration or physical,
mmhfwmuwmml may cause Or pose a present or potential hazard 1o human health or the environment when
improperly used, stored, d of, generated, manufactured, transported or otherwise handled. The words "Hazardous
Substances” are used in thmr very broadest sense and include without limitation any and all hazardous or toxic substances, materials or
waste as r.hﬁmd by or listed undur the Environmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum
and p by-prod or any f thereof and asbestos.

Indebtedness. The word "Indebtedness™ means the indebtedness evidenced by the Note or Related Documents, including all principal and
interest together with all other indebtedness and costs and expenses for which Borrower is responsible under this Agreement or under any
of the Related Documents.

Lender. The word "Lender® means Citizens Guaranty Bank, its successors and assigns.

Loan. The word "Loan” means any and afl loans and fi ial dati from Lender to Borrower whether now or hereaft
existing, and however evidenced, including without limitation those loans and financial dations described herein or described on
any exhibit or schedule attached to this Agreement from time to time.

Note. The word "Note™ means the Note dated January 24, 2017 end executed by Estill Co Water District #1 in the principal amount of
$110,330.00, together with all renewals of, extensions of, modifications of, refinancings of, consolidations of, and substitutions for the
note or credit agreement.

Permitted Liens. The words "Permitted Liens™ mean (1) liens and security interests securing Indebtedness owed by Borrower to Lender;
(2) liens for taxes, assessments, or similar charges either not yet due or being contested in oood faith; i31 Iionl of materiaimen,
mechanics, warehousemen, or carriers, or other like liens arising in the ordinary of busi ions which are not
yet delinquent; (4) purchase money liens or purchase money security interests upon or in any property mqumd or hc!d by Borrower in the
ordinary course of business to secure indebtedness outstanding on the date of this Agreement or permitted to be incurred under the
paragraph of this Agreement titled “Indebtedness and Liens”; (5) liens and security interests which, as of the date of this Agreement,
have been disclosed to and approved by the Lender in writing; and (6) those liens and security interests which in the aggregate constitute
an immaterial and insignifican monetary amount with respect to the net value of Borrower's assets.

Related Documents. The words "Related D " mean all promi y notes, credit agreements, loan agreements, environmental
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortgages, and all other instruments,
agreements and documents, whether now or heresafter existing, executed in connection with the Loan.

Security Agreement. The words "Security Agreement” mean and include without fimitation any agreements, promises, covenants,
arrangements, understandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, representing, or
creating @ Security Interest.

Security Interest. The words "Security Interest” mean, without limitation, any and all types of collateral security, present and future,
whether in the form of a lien, charge, encumbrance, morigage, deed of trust, security deed, assignment, pledge, crop pledge, chattel
mortgage, collateral chattel mortgage, chattel trust, factor’s lien, equipment trust, conditional sale, trust receipt, lien or title retention
contract, lease or l;::!imumm intended as a security device, or any other security or lien interest whatsoever whether created by law,
contract, or otherwise.

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGREES TO
ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED JANUARY 24, 2017.

ESTILL CO WATER DISTRICT #1

By: . ) By:
Jerry M Arnold, Secretary of Estill Co Water District WlW.MﬂHEWMW
1

By: =
“William Beard, Treasurer of Estill Co Water District
']

CITIZENS GUARANTY BANK

Authorized Signer
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COMMERCIAL SECURITY AGREEMENT

$110,330.00 2-»10»2621

[ Account Officer

 Calt/ Co

B 4 ; :
References in the boxu above are for I.an(hf s use on!v and do not limit the a loc-bility of ﬂus document to any particular loan or nm'n.
Any item above containing "***" has been omitted due to text length limitations,

Grantor: Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.O. Box 630
Irvine, KY 40336-0630
(606) 723-2139

THIS COMMERCIAL SECURITY AGREEMENT dated January 24, 2017, is made and executed between Estill Co Water District #1 ("Grantor”}
and Citizens Guaranty Bank ("Lender”).

GRANT OF SECURITY INTEREST. For valuabl ideration, G grants to Lender a security interest in the Collateral to secure the
Indebtedness and agrees that Lender shall have the rights stated in this Agr with ct to the Coll I, in addition to all other rights
which Lender may have by law.

COLLATERAL DESCRIPTION. The word "Collsters!” as used in this Agr the following described property, wheth d or

hereafter acquired, whether now existing or hereafter arising, and wheuvev located, in which Grunm is giving to Lender a lacunty interest for
the payment of the Indebtedness and performance of all other obligations under the Note and this Agreement:
all accounts receivable now owned and hereafter acquired for use in the business known as Estill County Water District #1 located at 76
Cedar Grove Rd, Irvine, Estill County, KY 40336
In addition, the word "Collateral® also includes ell the following, whether now owned or hereafter acquired, whether now existing or hereafter
arising, and wherever located:
(A} AR i hments, ies, repl of and additions to any of the collateral described herein, whether added now
or later.
(B] All products andpmduceofnwo!mpmpmydnmhodnmhmmmmn
ICy AN instruments, rents, monies, payments, and all other rights, arising out of a sale, lease, consignment
ormmmolmefmam ibed in this Coll | section.
(D) Al proceeds (including insurance proceeds) from the sale, destruction, loss, or other dispoesition of any of the property described in this
Collateral section, and sums due from a third party who has damaged or destroyed the Collateral or from that party's insurer, whether due
1o judgment, settlement or other process.
{E) ‘All records and data relating to any of the property described in this Collateral section, whether in the form of a writing, photograph,
microfilm, microfiche, or electronic media, together with all of Grantor's right, title, and interest in and to all computer software required to
utilize, create, maintain, and process any such records or data on electronic media.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a right of setoff in all Grantor's accounts with Lender (whether

checking, savings, or some other account). This includes all accounts Grantor holds jointly with someone else and all accounts Grantor may

open in the future, However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by

::' Grantor authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the Indebtedness against any
all such accounts.

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL. With respect to the Collateral, Grantor represents
and promises to Lender that:

Perfection of Security Interest. Grantor agrees 1o take whatever actions are requested by Lender to perfect and continue Lender's security
interest in the Collateral. Upon request of Lender, Grantor will deliver to Lender any and all of the documents evidencing or constituting the
Coliateral, and Grantor will note Lender’s interest upon any and all chattel paper and instruments if not delivered to Lender for possession
by Lender,

Notices to Lender. Grantor will promptly notify Lender in writing at Lender's address shown above (or such other addresses as Lender may
designate from time to time) prior to any (1) change in Grantor's name; (2) change in Grantor's assumed business namel(s); (3) change
in the structure of the entity Grantor; (4) change in the authorized signer(s); (5) change in Grantor’s principal office address; (6] change
in Grantor's principal residence; (7) conversion of Grantor to 8 new or different type of business entity; or (8] change in any other aspect
of Grantor that directly or indirectly rel to any ag between G and Lender. No change in Grantor's name will take effect
until after Lender has received notice.

No Violation. The execution and delivery of this Agreement will not violate any law or agreement governing Grantor or to which Grantor is

@ party.
Enforceability of Collateral. To the extent the Collateral consists of accounts, chattel paper, or general intangibles, as defined by the
Uniform Con ial Code, the Coll | is enforceable in accordance with its terms, is genuine, and fully complies with all applicable laws

and regulations concerning form, content and manner of preparation and execution, and all persons appearing to be obligated on the
Collateral have authority and capacity to contract and are in fact obligated as they appear to be on the Collateral. At the time any account
becomes subject to a security interest in favor of Lender, the account shall be a good and valid account representing an undisputed, bona
fide indebtedness incurred by the account debtor, for merchandise held subject to delivery instructions or previously shipped or delivered
pursuant to a contract of sale, or for services previously performed by Grantor with or for the account debtor. So long as this Agreement
remains in effect, Grantor shall not, without Lender's prior written consent, compromise, settle, adjust, or extend payment under or with
regard to any such Accounts. There shall be no setoffs or counterclaims against any of the Collateral, and no agreement shall have been
made under which any deductions or discounts may be claimed concerning the Collateral except those disclosed to Lender in writing.

Location of the Collateral. Except in the ordinary of G 's busil G agrees to keep the Collateral (or to the extent the
Collateral consists of intangible property such as accounts or general intangibles, the records concerning the Collatersl) at Grantor's
address shown above or at such other locations as are acceptable to Lender. Upon Lender’s request, Grantor will deliver to Lender in form
satisfactory 10 Lender & schedule of real properties and Collateral locations relating to Grantor's operations, including without limitation the
following: (1) all real property Grantor owns or is purchasing; (2) all resl property Grantor is renting or leasing; (3) all storage facilities
Grantor owns, rents, leases, or uses; and (4) all other properties where Collateral is or may be jocated.

R | of the Colk I. Except in the ordinary course of Grantor's business, Grantor shall not remove the Collateral from its existing
location without Lender's prior written consent. Grantor shall, whenever requested, advise Lender of the exact location of the Collateral.

Transactions Involving Collateral. Except for inventory sold or accounts collected in the ordinary course of Grantor's business, or as
otherwise provided for in this Agreement, Grantor shall not sell, offer 1o sell, or otherwise transfer or dispose of the Collateral. Grantor
shall not pledge, mortgage, encumber or otherwise permit the Collateral to be subject to any lien, security interest, encumbrance, or
charge, other then the security interest provided for in this Agreement, without the prior written consent of Lender, This includes security
interests even if junior in right to the security lntarosu granted under this Agreement. Unless weaived by Lender, all proceeds from any
disposition of the Colk | {for wh .ha!lheheldmtruﬂIotLenﬁarandsballmtbecommkahlnvoﬂw\‘uﬂds
provided however, this requirement shall not constitute consent by Lender to any sale or other d itk Upon ipt, Grantor shall
immediately deliver any such proceeds to Lender.

Title. Grantor represents and warrants to Lender that Grantor holds good and marketable title to the Collatersl, free and clear of sl liens
and encumbrances except for the lien of this Agreement. No financing statement covering any of the Collateral is on file in any public
office other than those which reflect the security interest created by this Agreement or to which Lender has specifically consented.
Grantor shall defend Lender's rights in the Collateral against the claims and demands of all other persons.

Repairs and Maintenance. Grantor agrees to keep and maintain, and to cause others to keep and maintain, the Collateral in good order,
repair and condition at all times while this Agreement remains in effect, Grantor further agrees to pay when due all claims for work done
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on, or services rendered or material furnished in connection with the Collateral so that no lien or encumbrance may ever sttach to or be
* filed against the Collateral,

Inspection of Collateral. Lender and Lender's designated representatives and agents shall have the right at all reasonable times to examine
and inspect the Collateral wherever located.

Taxes, Assessments and Liens. Grantor will pay when due all taxes, assessments and liens upon the Collateral, its use or operation, upon
this Agreement, upon any promissory note or notes evidencing the Indebledness, or upon any of the other Related Documents. Grantor
mlvwlﬂhnldlwmchpmmormyohcttocomunnvllmﬂGmmrbhgoodfanhcmmmnnsppmpdmpmcMmml
the obligation to pay and so long as Lender's interest in the Collateral is not jeopardized in Lender's sole opini | is
subjected to a lien which is not discharged within fifteen (15) days, Grantor shall deposit with Lender cash, a wfﬂchm oorpoutl surety
bond or other ucurity satisfactory to Lender in an amount edequate to provide for the discharge of the lien plus any interest, costs,
reasonable attorneys' fees or other charges that could accrue 8s a result of Imdo-wa or sale of the Collateral. In nny contest Grantor
shall defend itself and Lender and shall satisfy any final adverse judgment betore er inst the Coll | shall name
Lender as an additional obligee under any surety bond furnished in the contest proceedings. Gr-ntot further agrees to Iumiahundu with
evidence that such taxes, assessments, and governmental and other charges have been paid in full and in a timely manner, Grantor may
withhold any such payment or may elect to contest any lien if Grantor is in good faith conducting an appropriate proceeding to contest the
obligation to pay and so long as Lender's interest in the Collateral is not jeopardized,

Compliance with Governmental Requirements. Grantor shall comply promptly with all laws, ordinances, rules and regulations of all
governmental authorities, now or hereafter in effect, applicable to the ownership, production, disposition, or use of the Collateral, including
aﬂllmurmwaﬂonsmallngmuuuﬂmmimofﬁﬁvwodhhtmdurmmhgmﬂuwmuimn!woﬂmuwlhpmducmdm
sgricultural product or commodity. Grantor may contest in good faith any such law, ordi ithhold

during any proceeding. including appropriate appeals, mmuLm-mmhmmnmal.hMrsm is not jeopardized.

Hazardous Substances. Grantor represents and warrants that the Coliateral never has been, andnwnwﬂlbclolonguﬂuummom
remains & lien on the Collateral, Mhmnlemmmdmswfmﬂuw. A P

di al, release or th Il of any Hazardous Substance. ‘I'Mmprmnuﬂmlnd wmnthl r.onninnd herein are
based on Grantor's due diligence in investigating the Collateral for Hazardous Substances. Grantor hereby (1) releases and waives any
future claims against Lender for indemnity or contribution in the event Grantor becomes liable for cleanup or other costs under sny
Environmental Laws, and (2) agrees to indemnity, defend, nndholdhmnhuhmdermhﬂmymdlﬂdﬁmandbcmrudﬂngkoma
breach of this provision of this Ag This obligation to indemnify and defend shall survive the payment of the Indebtedness and the
satisfaction of this Agreement.

Maintenance of Casualty Insurance. Grantor shall procure and maintain all risks insurance, including without limitation fire, theft and
leitv coverage together with such other insurance as ummavuqmwlmmpocttohﬂuhw.l in form, amounts, coverages and

basis reasonably acceptable to Lender and issued by a company or ably ptable to Lender. Grantor, upon request of
Lender, willdlllverl.oLundarfromﬁmetnﬂmm;mﬂﬂnmearﬂﬁumofhuunminlwmsmhmwmhnﬂn, including stipulations
that coverages will not be cancelled or diminished without at least ten (10) days' prior written notice to Lender and not including any
disclaimer of the insurer's liability for failure to give such a notice. Each insurance policy also shall include an endorsement providing that
coverage in favor of Lender will not be impaired in any way by any act, omission or default of Grantor or any other person. In connection
with all policies covering assets in which Lender holds or is offered a security interest, Grantor will provide Lender with such loss payable
or other endorsements as Lender may require. |f Grantor at any time fails to obtain or maintain any insurance as required under this
Aqmuum.t.mdumav(buuhullmtbaubﬂgﬂndml obtain such insurance uunﬂlrdnm appropriate, hcludlnq if Lender so chooses

single interest ,* which will cover only Lender's interest in the Collateral. -

lppluﬁon of Imurmu Fmaodl Grantor shall promptly notify Lender of any loss or darnngn to the Collateral if the estimated cost of
repair or replacement exceeds 5000, whether or not such cawl!tr or loss is wverld by insurance. Lender may make proof of loss if

Grantor fails to do so within fifteen (15) days of the Ity. All p ds of any i e on the Collateral, including accrued proceeds
tlnroonchllbeheidbvhnduupurlofﬂhﬂolhmd Hunducomcmtonpaitmmmthdlmgodmmwwd
Collateral, Lender shall, upon satisfactory proo! of expenditure, pay or reimburse Grantor from the pr for the r bie cost of

repair or restoration. If Lender does not consent to repair or replacement of the Collateral, ufdarshnnmhlw!ﬂcbmmmtofm
proceeds to pay all of the Indebtedness, and shall pay the balance to Grantor. Any proceeds which have not been disbursed within six (6)
months after their receipt and which Grantor has not committed to the repair or restoration of the Collateral shall be used to prepay the
Indebtedness.

Insurance Reserves. Lender may require Grantor to maintain wlmum«rmmfmumolhmm;mn, which reserves shall
be d by thly payments from Grantor of a sum estimated by Lender to be sufficient to produce, et least fifteen (15) days before
the ium due date, at least equal to the insurance premiums to be paid. If fifteen (15) days before payment is due, the reserve
funds are insufficient, Grantor shall upon demand pay any deficiency to Lender. The reserve funds shall be held by Lender as a general
deposit and shall constitute a non-interest-bearing account which Lender may satisfy by payment of the insurance premiums required to be
plidvanmoruthvbtwmdm. Lender does not hold the reserve funds in trust for Grantor, and Lender is not the agent of Grantor
for pay of the & ce premit required to be paid by Grantor. The responsibility for the payment of premiums shall remain
Grantor's sole responsibility i

Insurance Reports. Grantor, upon request of Lender, shall furnish to Lender reports on each existing policy of Insurance showing such
information as Lender may reasonably request including the following: (1) the name of the insurer; (2) the risks insured; (3) the amount
of the policy; (4] the property insured; (6) the then current value on the basis of which insurance has been obtained and the manner of
determining that value; and (6) the expiration date of the policy. In addition, Grantor shall upon request by Londcr (however not more
often than annually) have an independent appraiser satisfactory to Lender determine, as applicable, the cash value or replacement cost of
the Collateral.

Financing Statements. Grantor authorizes Lender to file 8 UCC financing statement, or alternatively, a copy of this Agreement 1o perfect
Lender's security interest. At Lender's request, Grantor additionally agrees to sign all other documents that are necessary to perfect,
protect, and continue Lender's security interest in the Property. Grantor will pay all filing fees, title transfer fees, and other fees and costs
involved unless prohibited by law or unless Lender is required by law to pay such fees and costs. Grantor irmevocably appoints Lender to

execute d y to fer title if there is a default. Lender may file a copy of this Agreement as a financing statement,
GMNTMSNGHTTOPOSSBSIONMTOOOLLECTACM Until default and except es otherwise provided below with respect to
neeoum.ﬁlmmmvlnve p | property and beneficial use of all the Collateral and may use it in any lawful
not ir i with this Ag ﬂu"' d D provided that Grantor's right to possession and beneficial use shall not

lpﬁvmmwuurulwhenpomnlonofmColltlﬂnlbvundarhmq\imdbvuwwpeﬁmm'tmudwhmmhmw.
Until otherwise notified by Lender, Grantor may collect any of the Collsteral consisting of accounts. At any time and even though no Event of
Default exists, Lender may exercise its rights to collect the accounts snd to notify account debtors to make payments directly to Lender for
lppﬂuuon!ou\-lnd‘bhdtm If Lender at any time has p ion of any Collateral, whether before or after an Event of Default, Lender shall
be d d 1o have L uruhlhocmodvlndprewvmnoimo(:ollawaldLmdoruhuwchlchonforthnwmn
Grantor shall mtmul.mdnr in Lender's sole discretion, shall deem appropriate under the circumstances, but feilure to honor any request
by Grantor shall not of itself be deemed to be a failure to exercise reasonable care. Lender shall not be required to take any steps necessary to
preserve any rights in the Collateral ageinst prior parties, nor to protect, preserve or maintain any security interest given to secure the
Indebtedness

LENDER'S EXPENDITURES. If any action or p ding is com d mn would materially affect Lender's interest in the Collateral or if
Grantor fails to comply with any provision of this Ag or any Related Documents, including but not limtud to Grantor's failure to
discharge or pay when due any amounts Grantor is mquir-d to discharge or pay under this Ag or any R d Dy , Lender on
Grantor's behalf may (but shell not be obligated to) take any action that Lender deems appmprlltu. including but not limited to dlschuglng or
paying all taxes, liens, security interests, encumbrances and other claims, at any time levied or placed on the Collateral and paying all costs for
Insuring, maintaining and preserving the Collateral. All such expenditures incurred or paid by Lender for such purposes will then bear interest at
the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Grantor, All such expenses will becoms a
part of the Indebtedness and, at Lender's option, will (A) be payable on demand; (B) be added to the balance of the Note and be apportioned
among and be payable with any instaliment payments to become due during either (1) the term of any applicable insurance policy; or (2) the
remaining term of the Note; or (C) m as a balloon payment which will be due and, ble at the Note's maturity. The Agreement also
will secure payment of these amou h right shall be in addition 1o all other rights emedies to which Lender may be entitied upon
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Defauit.
DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:
Payment Default. Grantor fails to make any payment when due under the Indebtedness.
Other Defaults. Grtrltot fails to comply with or to perform any other term, obligation, covenant or condition contained in this Agreement or

in any of the Related or to ply with or to perform any term, obligation, covenant or condition contained in any other
agreement between Lmdsr and Grantor.

False Statements. Anvwarnmy representation or nt made or furnished to Lender by Grantor or on Grantor's behalf under this
Agreement or the Ri is false or misleading in any rial resp: either now or at the time made or furnished or becomes

lahwmnawtbmﬂwufuf

Defective Collateralization. This Agreement or any of the Related Documents ceases to be in full force and effect (including tallure of any
collateral document to create & valid and perfected security interest or lien) at any time and for any reason,

Insolvency. The insolvency of Grantor, the appointment of a receiver for any part of Grantor's property, any assignment for the benefit of
creditors, any type of creditor workout, or the commencement of any proceeding under any bankruptcy or insolvency laws by or against

Grantor.

Creditor or Forfeiture Proceedings. Ci 1t of forecl or forfeiture proceedings, whether by judicial proceeding, ull—help,
repossession or any other method, by any ditor of G or by any govcmvmnul agency against any collateral securing the
Indebtedness. This includes & gtmbhmem of any of G 's . including d ts, with Lender, However, this Event of

Default shall not apply if there is a good falth dispute by Grantor as to tha validity or reuonubhneu of the claim which is the basis of the
creditor or forfeiture proceeding and Iif Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender
monies or a surety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, in its sole discretion, as being an
adequate reserve or bond for the dispute.

Events Affecting Guarantor. Any of the p ding events with respect to any guarantor, endorser, surety, or accommaodation party
of any of the Indebtedness or guarantor, endorser, surety, of accommodation party dies or becomes incompetent or revokes or disputes the
validity of, or kability under, any Guaranty of the Indebtedness.

Adnrnm A material adverse change occurs in Grantor's financial condition, or Lender believes the prospect of payment or
perf of the Indebted: i impaired.
h'-allty. Lender in good faith believes itself insecure.

Cure Provisions, If any default, other than a default in payment, is curable and if Grantor has not been given & notice of 8 breach of the

same provision of this Ag within the preceding twelve (12) months, it may be cured if Grantor, after Lender sends written notice to

Grantor dlmmdlngcuanf such default: (1) cures the default within thirty (30) days; or (2) if the cure requires more than thirty (30}

avs kmodiamlvlniﬁnﬂmmwﬂchhnde:dumhhnﬂulwhdimﬁoniobecufﬁcwtomlhednhuh and thereafter
pl all able and y steps sufficient to produce compliance as soon as reasonably practical.

RIGHTS AND REMEDIES ON DEFAULT. If an Event of Default occurs under this Agreement, at any time thereatter, Lender shall have all the
rights of & secured party under the Kentucky Uniform Commercial Code. In addition and without limitation, Lender may exercise any one or
more of the following rights and remedies:

Accelerate Indebtedness. Lender may declare the entire indebtedness, including any prepayment penalty which Grantor would be required
to pay, immedistely due and payable, without notice of any kind to Grantor.

Assemble Coliateral. Lender may require Grantor to defiver to Lender all or any portion of the Collateral and any and all certificates of title
and other documents relating to the Colleteral. Lender may require Grantor to assemble the Collateral and make it available to Lender at a
place to be designated by Lender. Lender also shall have full power to enter upon the property of Grantor to take possession of and
remove the Collateral. If the Collateral contains other goods not covered by this Agreement at the time of repossession, Grantor agrees
Lender may take such other goods, provided that Lender makes reasonable efforts to return them to Grantor after repossession,

Sell the Collateral. Lender shall have full power to sell, lease, transfer, or otherwise deal with the Collateral or proceeds thereof in Lender’s
own name or that of Grantor. Lender may sell the Collateral at public auction or private sale. Unless the Collateral threatens to decline
speedily in value or is of & type customarily sold on a recognized market, Lender will give Grantor, and other persons as required by law,
reasonable notice of the time and place of any public sale, or the time after which any privete sale or any other disposition of the Collateral
is to be made. However, no notice need be provided 1o any person who, after Event of Default occurs, enters into and authenticates an
agreement waiving that person's right to notification of sale. The requirements of reasonable notice shall be met if such notice is given at
least ten (10) days before the time of the sale or disposition. All expenses relating to the disposition of the Collateral, including without
limitation the expenses of retaking, holding, insuring, preparing for sale and uulng the Collateral, shall become a part of the Indebtedness
d by this Agi it and shall be payable on demand, with interest at the Note rate from date of expenditure until repaid.

Appoint Receiver. Lender shall have the right to have a receiver appointed 1o take p ion of all or any part of the Collateral, with the
power 10 protect and preserve the Collateral, to operate the Collateral preceding foreclosure or sale, and to collect the rents from the
Collateral and apply the proceeds, over and above the cost of the receivership, against the Indebtedness. The receiver may serve without
bond if permitted by law. Lender's right to the appoi nt of & iver shall exist whether or not the apparent value of the Coliateral
exceeds the Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving as a receiver.

Collect Revenues, Apply Accounts. Lender, either itself or through a receiver, may collect the payments, rents, income, and revenues from
the Collateral. Lender may at any time in Lender's discretion transfer any Collateral into Lender's own name or that of Lender's nominee
and receive the payments, rents, income, and revenues therefrom and hold the same as security for the Indebtedness or apply it to
payment of the Indebtedness in such order of preference as Lender may determine. Insofar as the Collateral consists of accoumts, general
intangibles, insurance policies, instruments, chattel paper, choses in action, or similar property, Lender may demand, collect, receipt for,
settle, compromise, adjust, sue for, foreclose, or realize on the Collatersl as Lender may determine, whether or not Indebtedness or
Coliateral is then due. For these purposes, Lender may, on behalf of and in the name of Grantor, receive, open and dispose of mail
.dﬂnuad to Grlmor change any address to which mail and payments are to be sent; and endorse notes, checks, drafts, money crders,

of title, and items pertaining to payment, shipment, or storage of any Collateral. To facilitate collection, Lender
may notify account debtors and obligors on any Collateral to make payments directly to Lender.

Obtain Deficiency. If Lender chooses to sell any or all of the Collatersl, Lender may obuln a }udemm ngainst Grantor for any deficiency

remaining on the Indebtedness due to Lender after application of all amounts iy ise of the rights provided in this
Agreement. Grantor shall be liable for a deficiency even if the transaction described in ehla aubucuon is & sale of accounts or chattel
paper.

Other Rights and Remedies. Lender shall have all the rights and remedies of & secured creditor under the provisions of the Uniform
Commercial Code, as may be amended from time to time. In addition, Lender shall have and may exercise any or all other rights and
remedies it may have availsble at law, in equity, or otherwise.
Election of Remedies. Except as may be prohibited by applicable law, all of Lender's rights and remedies, whether evidenced by this
Agreement, the Related Documents, or by any other writing, shall be cumulative and may be exercised singularly or concurrently. Election
by Lender to pursue any remedy shall not exclude pursuit of any other remedy, and an election to make expenditures or to take action to
perform an obligation of Grantor under this Agreement, after Grantor’s failure to perform, shall not affect Lender's right to declare a default
and exercise its remedies.

MISCELLANEOQUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement:
Amendments. This Agreement, together with any Related Documents, constitutes the entire und ding and ags t of the parties
as to the matters set forth in this Ag No &l ion of or dment to this Agreement shall be effective unless given in writing
and signed by the party or parties sought to be charged or bound by the alteration or amendment.
Attorneys' Fees; Expenses. Grantor agrees to pay upon demand all of Lender's costs and expenses, including Lender's reasonable

attorneys’ fees and Lender's legal expenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay
someone else to help enforce this Agreement, and Grantor shall pay the costs and expenses of such enforcement. Costs and expenses
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include Lender's reasonable attorneys’ fees and legal expenses whether or not there is & lawsuit, including reasonable attorneys' fees and
legal expenses for bankruptcy proceedings lincluding etorts to modify or vacate any automatic stay or injunction), appeals, and any
anticipated post-judgment collection services. Grantor also shall pay all court costs and such additional fees as may be dicected by the
court.,

c.;ﬁo;m Hm Cnpmnhudmg:hmis Agreement are for convenience purposes only and are not to be used to Interpret or define the

Governing Law, mnmwnmmmmmwm-m”hmmmwmwh

wdhwwumﬂymm-dmmmmmmm This Agreement has been accepted by Lender in
Commonwealth entucky

clnluoﬂfm';luur.hailml.ﬁunwrurmumnumsmnmmbmﬁwﬂnknlﬁcmoimmofaﬂnm
Commonweaith of Kentucky

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in writing
and signed by Lender. Nowwwonhlhnmmmﬂolwwhewdﬁnlmngmm”umulwolwrol‘wchrIgMOrnw
other right. A waiver by Lender of & provision of this Agr shall not prejudice or constitute a waiver of Lender's right otherwise to
Mlmeomﬂlmwhhthctpmﬁslonormyoﬂurpmvumnofthukwmm No prior waiver by Lender, nor any course of
dembctwmucdermdsnm,chdmmmlwuurofmoleﬂrighuoru!ﬂwulﬁwnnrtnbligninmummﬁnm
transactions. 'Munewﬂuenmmofunurh quired under this Ag L, the granting 0f such consent by Lender in any instance
shall not constitute to subseq insxancumnlwhconumianuimdminlncnmcuchuommmwba
grmadorwhhhﬂdhﬂmsohdwcnﬁmofundor

Notices. Any notice required to be given under this Agreement shall be given in writing, cndahalbo.ﬂectm\w actually delivered,
when sctually received by telefacsimile (unless otherwise required by law), when deposited with a nationally re overnight courier,
or, if mailed, when deposited in the United States mail, as first class, certified or registered mail postage prepaid, directed to the addresses
shown near the beginning of this Agreement. Any party may change its add for noti undcrﬂduAmtbqunglomﬂwrlﬂen
notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice purposes, Grantor agrees
1o keep Lender informed at all times of Grantor's current address. Unless otherwise provided or required by law, if there is more than one
Grantor, any notice given by Lender to any Grantor is deemed to be notice given to all Grantors.

Power of Attorney. Granmrhcuhyernsrmmlmm.mﬁn-fmhtﬂu, P of iting any d s
necessary to perfect, amend, or to continue the security interest granted in this Agr or to di d termination of filings of other
secured parties. Lender may at any time, and without further authorization from Grantor, file a carbon, photographic or other reproduction
of any financing statement or of this Agreement for use as a financing stetement. Grantor will reimburse Lender for all expenses for the
perfection and the continuation of the perfection of Lender's security interest in the Collateral.

Severability. If a court of competent jurisdiction finds any provision of this Agreement to be l‘gtl invalid, or unenforceable as to any
circumstance, that finding shall not meke the offending provision illegal, invalid, or unenforceable as to eny other circumstance. If feasible,
the offending provision shall be considered modified so that it becomes legal, valid and enforceable. If the offending provision cannot be so
modified, it shall be considered deleted from this Agreement. Unless otherwise required by law, the illegality, invalidity, or unenforceability
of any provision of this Agreement shall not affect the legality, validity or enforceability of any ather provision of this Agreement.

Successors and Assigns. Subject to any limitations stated in this Agreement on transfer of Grantor's interest, this Agreement shall be
binding upon and inure 1o the benefit of the parties, their successors and assigns. If ownership of the Collateral becomes vested in &
person other than Grantor, Lender, without notice to Grantor; may deal with Grantor's successors with reference to this Agreement and the
iIndebtedness by way of forbearance or extension without releasing Grantor from the obligations of this Agreement or liability under the
Indebtedness.

Survival of Rep ions and Warranti epr ies, and made by Grantor in this Agreement shall
survive the execution and MWwofmhAwmam shall be continuing in n-nn andah&lumnhhfdlfntuam effect until such time
as Grantor's Indebtedness shall be paid in full.

Time is of the Essence. Time is of the essence in the performance of this Agreement.

Waive Jury. All parties to this Agreement hereby waive the right to any jury trial in any action, pr ding, or claim brought by any
party against any other party,
DEFINITIONS. The following capitalized words and terms shall have the foliowing meanings when used In this Agreement. Unless specifically
stated to the contrary, all references to dollar amounts shall mean amounts In lawful money of the United States of America. Words and terms
used in the singular shall include the plural, and the plural shall include the singular, as the context may require, Words and terms not otherwise
defined in this Agreement shall have the meanings attributed to such terms in the Uniform Commercial Code:
Agreement. The word "Agreement” means this Commercial Security Ag nt, s this Cq cial Socuritv Agreement may be
or modified from time to time, together with all exhibits and schedules attached to this C cial S ity Agr from time to time.
Borrower. The word "Borrower™ means Estill Co Water District #1 and includes sll co-signers and co-makers signing the Note and all their
successors and assigns.
Coliateral. The word "Collateral® means all of Grantor's right, title and interest in and to sll the Collateral as described in the C
Description section of this Agreement.
Default. The word "Default” means the Default set forth in this Agreement in the section titled *Default™.

Environmental Laws. The words "Environmental Laws™ mean any and all state, hdamlmdlocdmnnn mtmmaﬁunun
relating to the protection of human health or the environment, including without limitation the Ci
Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section 9601, et seq. ("CERCLA" ), the Superfund Amndmm nnd
Reauthorizetion Act of 1986, Pub. L. No, 89-499 ("SARA"), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq.,
the Resource Conservation and Recovery Act, 42 U.S.C. Section 6801, et seq., or other appliceble state or federal laws, rules, or
regulations adopted pursuant thereto.

Event of Default. The words "Event of Default" mean any of the events of default set forth in this Agreement in the default section of this
Agreement.

Grantor. The word "Grantor” means Estill Co Water District #1.

Guaranty. The word "Guaranty® means the guaranty from guarantor, endorser, surety, or accommodation party to Lender, including
without limitation & guaranty of all or part of the Note,
l-h:-du- &hmnn. The wofds "Hazardous Substances” mean materials that, beceuse of their quantity. concentration or physical,
or h, may cause or pose a present or potential hazard to human health or the environment when

impwpeﬂymd.u'mgd stored, disposed of, d, m d or otherwise handled. The words “Hazardous
Substances” are used in their very broadest sense and include without limitaﬂon any and all hazardous or toxic substances, materials or
waste as defined by or listed under the Environmental Laws. The term "Hazardous Substances® siso includes, without limitation, petroleum
and petroleum by-products or any fraction thereof and asbestos.
indebtedness. The word "Indebtedness” means the indebtedness evidenced by the Note or Related Doct i ding all principal and
interest together with all other indebtedness and costs and expenses for which Grantor is responsible under this Agrumom or under any of
the Related Documents.
Lender. The word "Lender” means Citizens Guaranty Bank, its successors and assigns.
Note. The word "Note™ means the Note dated January 24, 2017 and executed by Estill Co Water District #1 in the principal amount of
$110,330.00, together with all renewals of, extensions of, modifications of, re ings of, lidations of, and substitutions for the
note or credit agreement. |

. The word "Property” s all of Grantor's right, title and interest in u. all the Property as described in the "Collateral

Descrnpmn section of this Agre
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Related Documents. The words “Related Documents™ menn all promissory notes, credit ag environmental
agreements, guaranties, security agreements, mortgages, deeds of trust, security deeds, collateral mortulgn. and all other instruments,
agreements and documents, whether now or hereatfter existing, executed in connection with the Indeb

GRANTOR HAS READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS COMMERCIAL SECURITY AGREEMENT AND AGREES TO ITS
TERMS. THIS AGREEMENT IS DATED JANUARY 24, 2017,

GRANTOR:

ESTILL CO WATER DISTRICT #1

By: By: .
Jerry M Amnold, Secretary of Estill Co Water District Greg A Wright, Chairman of Estil Co Water District
Fal 1

By: .
V?m!wd.?nuwd&tlﬁmnhm
#

kanarbye. Vur, $6.40017 Copr. DoH USA Corporstn THBT, 3017, Ak Rights Revarved. - XY FACFRCRIR| NCFNCPLEAD FC TB-20410 PR4




NOTICE OF FINAL AGREEMENT

Principal | Loan Date | Maturity Loan No. Gl / Got ‘Account Officer | Initials
$110,330.00 01%2017 02-10-2021{ 24597 | 5 | 10098348 | SLC
References in the boxes above are for Lender's use only and do not limit the applicability of this docl.mm to any particular loan or item.
Any item above containing "** ** has been omitted due to text length limitations.
Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.O. Box 630
Irvine, KY 40336-0630
|606) 723-2139

BY SIGNING THIS DOCUMENT EACH PARTY REPRESENTS AND AGREES THAT: (A) THE WRITTEN LOAN
AGREEMENT REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES, (B) THERE ARE NO
UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES, AND (C) THE WRITTEN LOAN AGREEMENT
MAY NOT BE CONTRADICTED BY EVIDENCE OF ANY PRIOR, CONTEMPORANEOUS, OR SUBSEQUENT
ORAL AGREEMENTS OR UNDERSTANDINGS OF THE PARTIES.

As used in this Notice, the following terms have the following meanings:
Loan. The term "Loan™ means the following described loan: & Fixed Rate {4.100%) Nondisclosable Loan to ® Government Entity for
$110,330.00 due on February 10, 2021,
Loan Agreement. The term “Loan Agreement” means one or more promises, promissory notes, agreements, undertakings, security
agreements, deeds of trust or other documents, or commitments, or eny combination of those acti or documents, relating to the
Loan, including without limitation the following:

LOAN DOCUMENTS

- Disclosure of Right to Receive a Copy of an Appraisal - Governmental Certificate: Estill Co Water District #1

- Business Loan Agreement - Promissory Note
- KY Commercial Security Agreement: Collateral owned by - KY National UCC Financing Statement (Rev. 04/20/11):
Estill Co Water District #1 Collateral owned by Estill Co Water District #1
- National UCC Instructions 04/20/11 - National UCC Addendum Instructions 04/20/11
- Disbursement Request and Authorization - Notice of Final Agreement
- W-8 Request for Taxpayer ID Number and Certification: : - W-8 Request for Taxpayer ID Number and Certification: : Jerry
Greg A Wright M Arnold
- W-8 Request for Taxpayer ID Number and Certification: : - W-9 Request for Taxpayer ID Number and Certification: : Estill
William Beard Co Water District #1

Parties. The term "Parties” means Citizens Guaranty Bank and any and all entities or individuals who are obligated to repay the
loan or have pledged property as security for the Loan, including without limitation the following:

Borrower: Estill Co Water District #1
Grantor(s): Estill Co Water District #1

Each Party who signs below, other than Citizens Guaranty Bank, ack ledy to Citizens Guaranty Bank that it
has received, read and understood this Notice of Final Agreement. mmhm.;mu 2017.

BORROWER:

ESTILL CO WATER DISTRICT #1

By: By:
Jerry M Arnold, Secretary of Estill Co Water District Greg A Wright, Chairman of Estill Co Water District
Ea #1

By:
William Beard, Treasurer of Estill Co Water District
LAl

LENDER:

CITIZENS GUARANTY BANK

X
Authorized Signer

Laerten, o W5 A0.00) Cape Dod USa Coprsnne 1997 JOTT o4 Mg Rosrems - §Y FACFECRETICHLMNITFC TR22TT M4




DISBURSEMENT REQUEST AND AUTHORIZATION

$110,330.00 | 17 {02-10-2021| 24597 10098348

References in the boxes above are for Lender's use only and do not limit the applicability of this document to &;panlcu!ar loan or item.
Any item above containing "***" has been omitted due to text length limitations.

Borrower:  Estill Co Water District #1 Lender: Citizens Guaranty Bank
76 Cedar Grove Rd River Drive Branch
Irvine, KY 40336-7697 25 River Drive
P.O. Box 630
Irvine, KY 40336-0630
(606) 723-2138

LOAN TYPE. This is & Fixed Rate (4.100%) Nondisclosable Loan to 8 Government Entity for $110,330.00 due on February 10, 2021.

PRIMARY PURPOSE OF LOAN. The primary purpose of this loan is for:
[ Personal, Family, or Housshold Purposes or P

[X Business (Including Real Estate Investment).

SPECIFIC PURPOSE. The specific purpose of this loan is: Operating Money.

DISBURSEMENT INSTRUCTIONS. Borrower understands that no loan proceeds will be disbursed until all of Lender's conditions for making the
loan have been satistied. Please disburse the loan proceeds of $110,330,00 as follows:

Amount paid to Borrower directly: $110,000.00
$110,000.00 Lender's Check #

Other Charges Financed: $10.00
$10.00 UCC

Total Financed Prapaid Finance Charges: $320.00

$300.00 Commercial Loan Fee
$20.00 Loan Coupon Book

Note Principal; $110,330.00

FINANCIAL CONDITION. BY SIGNING THIS AUTHORIZATION, BORROWER REPRESENTS AND WARRANTS TO LENDER THAT THE
INFORMATION PROVIDED ABOVE IS TRUE AND CORRECT AND THAT THERE HAS NO MATERIAL ADVERSE CHANGE IN BORROWER'S
FINANCIAL CONDITION AS DISCLOSED IN BORROWER'S MOST RECENT FINANCIAL STATEMENT TO LENDER. THIS AUTHORIZATION 1S
DATED JANUARY 24, 2017.

BORROWER:

ESTILL CO WATER DISTRICT #1
Jerry M Arnold, Secretary of Estill Co Water District TGreg A Wright, Chairman of Estill Co Water District
#1 1

William Beard, Treasurer of Estill Co Water District
#1
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Movants
Exhibit C"

Immediate Actions to Improve Water District’s Financial Position

1. Explore refinancing long-term debt (all or portions) with Kentucky Rural Water Finance
Corporation or other entity.

@ Request Kentucky Rural Water Association to conduct a water meter audit to determine
if meter reading errors or inaccuracies are playing a role in Estill District’s water loss problems.

3 Request additional technical assistance from KRWA in addressing Estill District’s water
loss problems.

Terminate Estill District’s current practice of paying the premiums for single dental
insurance coverage provided to members of its Board of Commissioners.

A Authorize an application to the PSC for a surcharge to finance more extensive efforts to
address unaccounted-water loss problem.

® Adopt a policy requiring members of the Board of Commissioners to attend at least 12
hours of PSC-certified water district commissioner training annually, and requiring all members
of Board, including existing members, to attend the PSC’s new commissioner training no later
than December 31, 2018.

7. Authorize efforts to design and obtain financing for water main replacements for 2 zones
within Estill District’s distribution system

8. Authorize negotiations with Rural Development to revise its current debt repayment
schedules.
9. Retain an attorney on monthly retainer to review Board agenda and Board minutes for

legal and regulatory issues and to be available to answer questions from Board members and
water district employees.
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Exhibit
DATE SOLD | PURCHASED LOSS
2004 170,077,000 222,575,000 23%
2005 183,113,000 241,075,000 24% |
2006 181,220,000 252,388,000 | 28%
L2007 | 205,290,000 __ 288,186,000 28%
2008 | 193,216,500 258,733,369 25%
2009 | 190,070,380 | 255,869,850 26%
2010 | 189,870,570 258,936,024 26%
12011 183,243,800 | 256,674,927 29%
2012 187,868,750 247,836,888 24%
[ 2013 176,515,684 | 261,789,430 33%
2014 177,751,830 | 281,730,192 | 37%
2015 169,945,940 264,869,799 | 36%
2016 | 164451960 | 255,896,200 36%
2006-2007 PHASE 9
2700 NEW METERS -
2008 | 1000 NEW METERS -
2,014 PHASE 10 , _
| REHABOLD LINES | ' i
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Exhibit
A B C
1 ~ LEAKS REPAIR ESTIMATED GAL. LOSS
2 Jun-15 ~ 4-LEAKS 807,165
3 Jul-15 6-LEAKS 560,192
4 Aug-15 15-LEAKS 537,454
5 Sep-15 15-LEAKS 930,077
6|  Oct1s 4-LEAKS 136420
7 Nov-15 12-LEAKS 1,808,350
8 Dec-15 10-LEAKS 1,749,008
9 {
10 TOTALS 66 LEAKS 6,528,666
11
12
13 Jan-16 6-LEAKS | 1136661 |
14 Feb-16 8- LEAKS 1,907,465
15 Mar-16 6- LEAKS 1,111,526
16|  Apr1s 8- LEAKS 1,056,960
17 May-16 11- LEAKS 792,750
18 Jun-16 8- LEAKS 3,242,437
19 Jul-16 7- LEAKS 934,794
20 Aug-16 | 11- LEAKS 622,586
21 Sep-16 12- LEAKS 698,388
22 ~ Oct-16 | 15-LEAKS 1,554,038 |
23 Nov-16 | 8-LEAKS 621,266
24 Dec-16 3- LEAKS 452,045
25 F: | ki e s P
26 TOTALS 103 LEAKS 14,130,916
27 o ) B -
28 Jan-17 4- LEAKS 241,726
29 Feb-17  2-LEAKS 55,464
30 Mar-17 4-LEAKS 198,951
31]  Apra7 8-LEAKS 596,657
32| May17 8-LEAKS 1,101,411
33| Jun-17 7-LEAKS 840,379 ]
34 Jul-17 8-LEAKS 2,460,980
35 Aug-17 13-LEAKS 1,672,417
36 Sep-17 6- LEAKS 295,018
37 1
38 TOTALS |  60-LEAKS 7,463,003 B
39
40 - ‘ i
21| GRANDTOTALS | 229-LEAKS | 28,122,585
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January 2014 - September 2017 | 1 o 7 ] -
11/2'-6' PVC PIPE | $1,762.20 | PHASE 10 REHAB 2014-2015 i

3/4 1 POLY PIPE $241.00| i WISEMANTOWN RD | 13,654 $724,492.00

2'-6' MECHANICAL FITTINGS $533.00 | DARK HOLLOW 4,000  $123,589.00
z_é" MECHANICAL JOINT KITS $832.66 |DUG HILL 1,800 $51,619.00
2'-6' PVC REPAIR COUPLINGS | $2,454.61 CEDAR GROVE 1,100  $250,573.00
3'-8' CHECK VALVES | $2,691.49 'PEA RIDGE 3,600  $174,116.00
3'-6' GATE VALVES $4,820.00 DRY BRANCH P/S - $250,000.00
GATE VALVE BOXES & LIDS $860.06| TELEMETRY UP GRADE ] $32,000.00
HYDRANT & REPAIR $6,714.25] TOTAL B $1,606,389.00
METER BOTTOM REPAIR | 832376 )
CHECK VALVE GASKETS $71.70 2014| STATION CAMP CREEK CROSSING SOUTH IRVINE $20,000.00
2'-6' REPAIR CLAMPS ~ $8,902.25 _ 2015/ STATION CAMP CREEK CROSSING HWY 1209 $25,000.00
HYMAX REPAIR COUPLING $3,939.99 2015 KY RIVER CROSSING OLD LANDING MILLERS CREEK ~$75,000.00
PRV REPAIRS  §789.69. TOTAL $120,000.00|
REPLACE LEAKING PRV'S $11,090.22
HYDRA SHIELD FOR THEFT  $698.02 2009 DLD LISTENING TOOL ) $3,500.00
12 VOLT TRASH PUMP ~ $843.44 2009 ULTRA SONIC FLOW METER $5,000.00
[PIPE LUBE $22.50 2009 LINE LOCATOR $4,000.00
BRASS REPAIR MISC COUPLING 1$8,945.43 2016, PLD LISTENING TOOL ~$2,900.00
COPPER SHUT OFF TOOL $198.24 ITOTAL $15,400.00
PUMP CONTROL VALVE REPAIR $6,563.46 - -
HYDRANT REPAIR RACK ~ $783.36 i i B
PUMP & SEAL REPAIR $11,145.03
KRWA VALVE EXERCIST ~ $250.00 i ]
CREEK CROSSING CONCRETE © $318.00 i
PUMP REPAIR LABOR $1,310.53 )
2" INCH REPLACEMENT $2,500.51
ToTAL _ 1 $79,605.40 o i

= GRAND TOTAL $1,821,394.40
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Exhibit
YEAR | CUSTOMERS | GALLONSSOLD  AVERAGE USEAGE
1993 2312 143,368,000 | 5168
1994 2385 . 153,518,820 5364
1995 2488 145,857,070 4885
1996 2561 | 139,223,000 4530
1997 2625 144,696,000 4593
1998 2777 151,069,710 4533
1999 | 2916 159,836,000 as68 |
2000 3128 159,521,000 4250
| 2001 3362 170,828,990 4234
2002 3449 173,726,000 4197
| 2003 3492 170,938,000 4079
2004 3532 - 170,077,000 4013
2005 3584 | 183,113,000 4258
2006 | 3649 181,220,000 4139 |
2007 3821 205,290,000 4477
2008 3788 193,217,000 4251
2009 | 3795 190,073,000 a174 B
2010 3810 189,872,000 | 4153
2011 3806 184,920,000 4049
2012 3785 187,871,000 | 4136
2013 3782 176,516,000 3889
2014 3774 177,752,000 3925
2015 3770 169,948,000 3757
2016 3770 164,452,000 3635
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Matthew G. Bevin
Governor Michael J. Schmitt
Chalrman
Charles G. Snavely Commonwealth of Kentucky
Sacretary Public Service Commission Robert Cicero
Energy and Environment Cabinet 2‘:’1303\':: 631?? Vice Chairman
Frankfort, Kentucky 40602-0615 Talina R. Mathews
Telaphone: (502) 564-3940 Commissioner
Fax: (502) 564-3460
psc.ky.gov
September 5, 2017
Dwight Richardson
Estill County Water District #1
76 Cedar Grove Road
Irvine, KY 40336

Re: Periodic Water Inspection
Estill County Water District #1
Estill County, KY

Dear Dwight Richardson:

Public Service Commission staff performed a periodic inspection of the Estill County
Water District's water system on August 17, 2017, reviewing utility operations and
management practices pursuant to Commission regulations. The report of this inspection
is enclosed with this letter. '

Based on the inspector's observations, the following deficiency was identified:

1. Estill County Water District is failing to operate its facilities so as to provide
adequate and safe service to its customers as required by 807 KAR 5:066,
Section 7, due to water loss exceeding 15 percent.

According to Estill County Water District #1's annual report for 2016, unaccounted-for
water loss equaled approximately 35.42 percent of the Utility’s total water purchased.
The Utility purchased $140,460 of water that cannot be recovered for rate making

purposes.

For the one deficiency listed above, an explanation of why this deficiency occurred and
how this deficiency will be remedied and prevented in the future needs to be provided. A
letter addressing the organization's actions regarding the deficiency needs to be
submitted by October 5, 2017.

One deficiency was noted on the previous inspection on July 21, 2016. The deficiency
from the previous inspection have been addressed.

KentuckyUnbridledSpirit.com K91m 5}-\\ An Equal Opportunity Employer M/F/D

UNSRIOLED SPIRIT



Periodic Water Inspection

Estill County Water District Water System
September 5, 2017

Page 2 of 2

If you have any questions regarding this inspection, feel free to contact Erin Donges at
502-782-2627 or via email at erin.donges@ky.gov .

Sincerely,

{ 3 ™
by \
’ t

h _iL .Jic;_/ =
Erin Donges

Utility Regulatory & Safety Investigator
Public Service Commission

Enclosure(s)

Copy: Wright, Greg Chairperson

Taylor, Wallace County Judge/Executive
Rader, Gerald County Magistrate District 1
Eldridge, William County Magistrate District 2
Johnson, Darrell County Magistrate District 3

KentuckyUnbridledSpirit.com Kmm&ﬁ. An Equal Opportunity Employer M/F/D




Kentucky Public Service Commission

Periodic Compliance Inspection

Utility: Estill County Water District #1

Utility location: 76 Cedar Grove Road irvine, KY 40336
Investigator:' Erin Donges

Date(s) of inspection: August 17. 2017

Date(s) of last inspection: July 21, 2016

Deficiencies noted during last inspection: 1

Have deficiencies been corrected since last inspection: Yes X No (] NA O

Primary utility representative(s) involved with inspection:

Name: _Dwight Richardson Title: Operations Manager
o Wi ility shoul v 1 on?
Name: Dwight Richardson Title: __Operations Manager

Mailing address:76 Cedar Grove Road Irvine, KY 40336
Phone number: __(606) 643-5424

Estill County Water District #1 Page 1



Kentucky Public Service Commission

Periodic Compliance Inspection

General Questions
Treatment Facility

Source Water: Utility purchases all water needed for its distribution system.
Plant Capacity: N/A
Avg. Amount Produced: N/A

Distribution Facility

Reitivwilis §iid Madisor Cé i Dlsctln e

Area of Operation: T} lity provides Estill and unties with

Miles of Water Line; Utility s sa ximately 400 mil "-8" i i

Avg. Amount Purchased: A
25 f r

Water sold at whole sale rate: The Ulility does not sell water at a whole sale rate.

Utility Information

Number of Employees: 7

Number of Office Employees: 3_

Number of Certified Water Treatment Employees: N/A
Number of Certified Distribution Employees: 4
Number of Certified Meter Testers: N/A.

Utility Chairperson/President: Greg Wright

Metering System:

Number of Customers: 3,780

Meter Reading:

Estill County Water District #1 Page 2




Kentucky Public Service Commission

Periodic Compliance Inspection

AMR X AMI ] Other [J Manual []

Type of meter used for customers:; Sensus_

Contractor(s): Employed by Utility- C.|. Thornburg tests the Utilities meters

Review Current Emergency Response Plan (ERP):

Has the utility made any revisions to the. ERP in the past 24 months? ;
Yes ] No X N/A

When the'last year construction was performed? 2014
What did the construction project consist of? Water Line Extensions which replaced old ductile main
807 KAR 5:006

(General Rules)
Section 4: Reports
Has the utility filed its gross annual operating revenue report?

Yes X No [(J NA O

Does the utility file Quarterly Meter Reports (QMR) indicating meter tested, number of customers, and
amount of refunds? Yes X No [ NAC

Section 7: Billings, Meter Readings, and Information
Does each bill for utility service issued periodically by a utility clearly show the following?

The date the bill was issued: Yes No [J N/A [
Class of service: Yes [ No [ N/A
Present and last preceding meter readings: Yes X No [] N/A ]
Date of the present reading: Yes X Ne [] NA
Number of units consumed: Yes X Ne [J N/A [
Meter constant, if applicable: Yes (] No O N/A X
Estill County Water District #1

Page 3



Kentucky Public Service Commission

Periodic Compliance Inspection

Net amount for service rendered: Yes X No [ N/A [
All taxes: Yes X No ] N/A [
Adjustments, if applicable: Yes Ne [ N/A [
The gross amount of the bill: Yes [ No [ N/A [
The date after which a penalty may apply to the gross amount: Yes X No [] N/A [
If the bill is estimated or calculated: Yes [X No [ N/A [

Is the rate schedule under which the bill is computed posted on the utility'’s Web site (if it maintains a Web
site)? Yes X No [] N/A

Also furnished by one (1) of the following methods, by:
Printing it on the bill: Yes [ No [J NA K

Publishing it in a newspaper of general circulation once each year:

Yes [] No OJ NA K
Mailing it to each customer once each year; or: Yes X No [J NA
Provide a place on each bill for a customer to indicate the customer’s desire for a copy of the applicable
rates: Yes No [ N/A [
Does the utility (except if prevented by reasons beyond its control) read customer meters at least
quarterly? Yes [ Ne [ NA
Is each customer-read meter read manually, at least once during each calendar year?

Yes [] No [ N/A X
Does the utility maintain the information required by this subsection, and is it available to the commission
and any customer requesting this information? Yes No [ NA [

If, due to reasons beyond its control, a utility is unable to read a meter in accordance with this subsection,
does the utility record the date and time the attempt was made, if applicable, and the reason the utility
was unable to read the meter? Yes No O N/A [

Section 9: Non-recurring Charges

Is a charge assessed if a customer requests the meter be tested pursuant to Section 19 of this
administrative regulation and the tests show the as-found meter accuracy is within the limits established
by 807 KAR 5:066, Section 15(2)(a)? Yes X No [ N/A

Section 10: Customer Complaints to the Utility

Estill County Water District #1
Page 4



Kentucky Public Service Commission

Periodic Compliance Inspection

Upon complaint to a utility by a customer at the utility's office, by telephone or in writing, does the utility
make a prompt and complete investigation and advise the customer of the utility’s findings?

YesiKI . No[J N/A [
Does the utility keep a record of all written complaints concemning the utility's service?

Yes X No [ N/A
Does the record include the following?
The customer's name and address: Yes X No [ N/A [
The date and nature of the complaint; Yes X No [ NAC
The disposition of the complaint: Yes No[J N/A [

Does the utility maintain these records for two (2) years from the date of resolution of the complaint?
Yes No [ NAC

If a written complaint or a complaint made in person at the utility's office is not resolved, does the utility
provide written notice to the customer of his or her right to file a complaint with the commission?

Yes X No [ NA
Does the utility provide the customer with the mailing address, Web site address, and telephone number
of the commission? Yes [ Ne [ - NAO
If a telephonic complaint is not resolved, does the utility provide at least oral notice to the customer of his
or her right to file a complaint with the commission? Yes X No [ N/A [
Section 11: Bill Adjustment
Does the utility monitor a customer’s usage at least quarterly? Yes X No [ N/A [
Are the utility’s procedures designed to draw the utility's attention to unusual deviations in a customer's
usage? Yes X No [ NAC
If a customer's usage is unduly high and the deviation is not otherwise explained, will the utility test the
customer's meter? Yes X Ne [J NAC

If a utility's procedure for monitoring usage: indicates that an investigation of a customer’s usage is
necessary, does the utility notify the customer in writing? Yes X No [] NA

If knowledge of a serious situation requires more expeditious notice, does the utility notify the customer
by the most expedient means available? Yes [X No [0 N/A

If the meter shows an average meter error greater than two (2) percent fast or slow, does the utility
maintain the meter in question at a secure location under the utility's control, for a period of six (6) months
from the date the customer is notified of the finding of the investigation and the time frame the meter will
be secured by the utility or if the customer has filed a formal complaint?

Estill County Water District #1
Page 5



Kentucky Public Service Commission

Periodic Compliance Inspection

Yes X N[  NAQ
Section 14: Utility Customer Relations

Does the utility post and maintain regular business hours and provide representatives available to assist
its customers and to respond to inquiries from the commission regarding customer complaints?

Yes No [] N/A [

Does the utility designate at least one (1) representative to be available to answer customer questions,
resolve disputes, and negotiate partial payment plans at the utility’s office?

Yes X No [ N/A [

If the utility has an annual operating revenue of $250,000 or more make a designated representative
available during the utility's established working hours not fewer than seven (7) hours per day, five (5)
days per week excluding legal holidays? Yes X No [] N/A [

If the utility has an annual operating revenue of less than $250,000 make a designated representative
available during the utility’s established working hours not fewer than seven (7) hours per day, one (1)
days per week? Yes [] No [] NA R

Does the utility provide the following? _
Maintain a telephone: Yes X No [J NA [
Publish the telephone number in all service areas: Yes [X No [J N/A [

Permit all customers to contact the utility's designated representative without charge:
Yes [ No [ NA O

Does the utility prominently display in each office open to the public for customer service (and shall post
on its Web site; if it maintains a Web site) a summary, prepared and provided by the commission; of the
customer’s rights pursuant to this section and Section 16 of this administrative regulation?

Yes X No [] N/A [

Does the utility inspect the condition of its meter and service' connections before making service
connections to a new customer so that prior or fraudulent use of th‘e facilities shall not be attributed to the
new customer? Yes No [ N/A [

Section 17: Meter Testing

Does the utility maintain meter standards and test facilities, as more specifically established in 807 KAR
5:0667 Yes [ No [ N/A X

Before being installed for use by a customer, are all meters tested and in good working order {and
adjusted as close to the optimum operating tolerance as possible) as more specifically established in 807
KAR 5:086, Section 15(2)(a)-(b)? Yes X No [ NAC

Estill County Water District #1
Page 6.



Kentucky Public Service Commission

Periodic Compliance Inspection

Does the utility have all or part of its testing of meters performed by another utility or agency?

YesI = No[J NA ]
Does utility or agency doing meter testing for a utility have in its employ meter testers certified by the
commission? Yes [] No O N/A K

Does the utility or agency employ apprentices in training for certification as meter testers?
Yes [] No [ NAK

Are all tests performed during this period by an apprentice witnessed by a certified meter tester?
Yes [ No O NA XK

Section 18: Meter Test Records

Does the utility maintain a complete record of all meter tests and adjustments and data sufficient to allow
checking of test calculations? Yes No [J N/A ]

Do the records include the following?

Information to identify the unit and its location: Yes No [J N/A [
Date of tests: Yes No [ N/A [
Reason for the tests: Yes X No [ NA [
Readings before and after test: Yes X Ne N/A [
Statement of "as found” and "as left" accuracies sufficiently complete to permit checking of calculations
employed: Yes X No [ N/A [
Statement of repairs made, if any: Yes & No [ N/A [
Identifying number of the meter: Yes X No [] N/A [
Type and capacity of the meter: Yes [X No [J NA [

Does the utility maintain a complete record of tests of each meter continuous for at least two (2) periodic
test periods and shall in no case be less than two (2) years?  Yes [ No [ N/A D

Does the utility maintain numerically arranged and properly classified records for each meter that it owns,
uses, and inventories? Yes X No [J N/A [

Do these records include the following?

Identification number: Yes X No [ N/A [
Date of purchase: Yes No ] N/A [
Name of manufacturer: Yes [X No [ N/A [
Estill County Water Distict #1
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Kentucky Public Service Commission

Periodic Compliance Inspection

Serial number: Yes X No [ N/A D
Type: Yes Ne [J N/A [
Name and address of each customer on whose premises the meter has been in service with date of
installation and removal: Yes X No [] N/A O

Do these records contain condensed information concerning all tests and adjustments including dates
and general results of the adjustments? Yes X Neo [ NAC

Do these records reflect the date of the last test and indicate the proper date for the next periodic test?
Yes X No ] NA [

Section 19: Request Tests

Does the util'it_g:r make a test of a meter upon written request of a customer if the request is not made more
frequently than once each twelve (12) months? Yes ‘ No [ NA ]

Does the utility afford the customer the opportunity to be present at the requested test?
Yes X No (J N/A

If the tests show the: as-found meter accuracy is within the limits allowed by 807 KAR 5:066, Section
15(2)(a), does the utility may make a reasonable charge for the test?

Yes [ No [ NA [
Has the utility filed a tariff (commission approved) establishing a meter test charge?
Yes No ] N/A [

Section 20: Access to Property

Do employees of the utility (whose duties require him to enter the customer's premises) wear a
distinguishing uniform or other insignia, identifying them as an employee of the utility, and show a badge
or other identification that shall identify them as an employee of the utility?

Yes X No [] N/A [
Section 23: System Maps and Records

Does the utility have on file at its principal office located within the state and shall file upon request with
the commission a map or maps of suitable scale of the general territory it serves or holds itself ready to

serve? Yes X Ne [J NA
Is the map or maps available in electronic format as a PDF file or as a digital geographic database?

Yes X No (O NA O
Is following data available on the map or maps?
Operating districts: Yes No [] N/A [
Estill County Water District #1



Kentucky Public Service Couﬁmission_

Periodic Compliance Inspection

Rate districts Yes X No [J N/A [
Communities served: Yes No [ NA [

Location and size of distribution lines, and service connections:

Yes [X] No [J N/A [
Section 24: Location of Records

Are all records required by 807 KAR Chapter 5 kept in the office of the utility and shall be made available
to representatives, agents; or staff of the commission upon reasonable notice at all reasonable hours?

Yes No ] NA .
Section 25; Safety Program

Has the utility adopted and executed a safety program, appropriate to the size and type of its operations?
Yes [X No [J NA

At a minimum;, does the safety program include the following?

A safety manual with written guidelines for safe working practices and procedures to be followed by utility
employees: Yes X No [ NA O

Instruct employees in safe methods of performing their work. For electric utiliies, this is to include the
standards established in 807 KAR 5:041, Section 3: Yes X No [J N/A ]

Instruct employees who, in the course of their work, are subject to the hazard of electrical shock,
asphyxiation, or drowning, in accepted methods of artificial respiration:

Yes X No [ N/A [
Sectlbn 26: Inspection of Systems

Has the utility adopted inspection procedures to assure safe and adequate operation of the utility's
facilities and compliance with KRS Chapter 278 and 807 KAR Chapter 57

Yes X No (I NA
Have these inspection procedures been filed with the commission for review?
Yes X No [J N/A

Upon receipt of a report of a potentially hazardous condition at a utility facility, does the utility inspect all
portions of the system that are the subject of the report? Yes X No [] N/A[]

Are appropriate records kept by a utility to identify the inspection made, the date and time of inspection,
the person conducting the inspection, deficiencies found, and action taken to correct the deficiencies?

Yes X No [] NALC

Estill Water District #1
Estill County Page 9



Kentucky Public Service Commission

Periodic Compliance Inspection

The utility shall annually inspect all structures pertaining to source of supply for their safety and physical
and structural integrity.

Does the uﬁ!ity' inspect the structures listed below?

Dams Yes [] No [] N/A XK
Intakes Yes[] Ne [J N/A D
Traveling screen Yes [] Ne [ N/A X

Does the utility semiannually inspect the structures listed below?

Wells Yes [] No [J N/A K]
Well motors and structures Yes [] No.[] N/A B
Electric power wiring and controls Yes ¥ No [ N/A [

The utility shall annually inspect all structures pertaining to purification for their safety, physical and
structural integrity; and for leaks.

Does the utility annually inspect the structures listed below?

Sedimentation basins Yes [] No [] N/A
Filters Yes [ No [] N/A X
Clear Wells Yes [ No [] N/A
Chemical feed equipment Yes [] No [] N/A
Pumping equipment Yes No [J N/A [
Water storage facilities Yes [X No [] NA
Hydrants Yes X No [] N/A [
Mains Yes X No [J N/A O
Meters Yes X No [ N/A D
Meter settings Yes [X No [ N/A [
Estill County Water District #1
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Kentucky Public Service Commission

Periodic Compliance Inspection

Valves- ' Yes X No [ N/A [

Does the utility monthly inspect the equipment listed below for defects, wear, operational hazards,
lubrication, and safety features?

Construction equipment Yes X No [] NAC
Vehicles Yes [X No [] N/A [
Section 27: Reporting of Accidents, Property Damage, or Loss of Service

Within two (2) hours following discovery does the utility notify the commission by telephone or electronic
mail of a utility related accident that results in the following:

Death or shock or bumn requiring medical treatment at a hospital or similar medical facillty, or any accident

requiring inpatient overnight hospitalization: Yes [] No [J N/A
Actual or potential property damage of $25,000 or more: Yes (] No [ N/A K

Loss of service for four (4) or more hours to ten (10) percent or 500 or more of the utility's customers,
whichever is less: Yes [] No [] N/A I

‘Are summary written reports submitted by the utility to the commission within seven (7) calendar days of
the utility related accident? Yes [] No [] NARK

Section 28: Deviations from Administrative Regulation:

Has the utility been permitted by the commission to deviate from these administrative regulations?
Yes [] No X NA

If yes, provide a list of the deviations (Case Number).

807 KAR 5:011
(Tariffs)

Section 12: Posting tariffs, Administrative Regulations, and Statutes

Does the utility display a suitable placard, in large type, that states that the utility’s tariff and statutes are
available for public inspection? Yes X No [ N/A [

Does the utility provide a suitable table or desk in its office or place of business on which the public may
view all effective tariffs? Yes X Ne [J NA

Section 13: Special Contracts

Does the utility have any special contracts that establish rates Dges, or condiuons of service not
contained in its tariff? NA[CD

If yes has the utility filed, the special contracts with the PSC?
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Kentucky Public Service Commission

Periodic Compliance Inspection

Yes [T No [ N/A B

807 KAR 5:066
(Water)

Section 2: Information Available to Customers:
Does the utility providing the information listed below to any customer upon request?

A description in writing of chemical constitutes and bacteriological standards of the treated water as

required by the Division of Water Yes X No [ NALC
Schedule of rates for water service Yes No [J NAC
Method of reading meters Yes X No [ N/A O
Past readings of a customer’s meter for a period of two (2) years
Yes No [J NA

Section 3: Quality of Water
Is the utility in compliance with the Division of Water?

: Yes X No [J NA

When the utility is required by the Division of Water to make a public notification is the utility providing the
Commission with a copy of the notification when it is made?
Yes X No [ NATC

Section 4: Continuity of Service

Does the utility immediately notify the fire chief if an emergency interruption of service affects service to

any public fire protection device? Yes X Ne [ N/A [
If the utility schedules an interruption of service are all customers notified that are affected by the
interruption? Yes X No [ NA O
Does the utility have standby pumps capable of providing the maximum daily pumping demand?

Yes [ No [J N/A D
Does the utility’s minimum storage capacity equal the average daily consumption?

Yes X No [ NAC
Does the utility keep a record of all interruption? Yes X Ne [] N/A [
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Kentucky Public Service Commission

Periodic Compliance Inspection

Does the record contain the information listed below?

Cause of interruption Yes | No [ N/A
Date Yes ® Mo O NA D
Time Yes [X No [J NAC
Duration Yes X No [ NA O
Remedy and steps taken to prevent recurrence Yes ® No [] N/A [
Section 5: Pressure

Does the customer’s service pipe under normal conditions fall below thirty (30) psig or static pressure
exceed 150 psig? Yes [J No X NAC

Does the utility have one (1) or more recording pressure gauges to make pressure surveys?
Yes X No[] N/A [

Is the utility maintaining one (1) or more of these recording pressure gauges at some representative point
on the utility'’s mains at a minimum of one (1) week per month in continuous service?

Yes X No [ NAC
Is the utility, at least once annually, making a survey of pressures in its distribution system?

Yes X No [J NA
Section 6: Water Supply Measurement
Has the utility installed a measuring device at each source of supply?

Yes X No [ NA
Section 7: Standards of Construction

Is the utility failing to operate its facilities so as to provide adequate and safe service to its customers due
to water loss exceeding 15 percent? Yes [X Ne [ NALC

Section 8: Distribution Mains

Are dead ends provided with a hydrant, flushing hydrant, or blowoff for flushing purpose?

Yes No [ NA
Section 9;: Service Lines
Does the utility inspect the customer’s service line? Yes [] No N/A ]
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; Periodic Compliance Inspection

Does the utility substitute its inspection for the proof of an inspection done by the appropriate state or
local plumbing inspector?

Yes X No [J N/A [
Section 13: Measurement of Service
Does the utility meter all water sold? Yes X Noe [ N/A [
Does the utility have any flat water rates? Yes [ No X N/A [

Has the utility adopted a standard method of installing meters and service lines?

Yes X No N/A [
Section 15: Accuracy requirement of Water Meters

Are all new meters, and any meter removed from service for any cause tested for accuracy prior to being
placed into service?

Yes X No [ N/A [
Does the meters tested register within the accuracy limits specified in 807 KAR 5:066, Section 15 (2)(a)?
Yes X No [] N/A [

Section 16: Periodic Tests

Is the utility testing all water meters so that no meter remains in service without test for a period longer
than specified by the table in 807 KAR, Section 16 (1)? Yes [] No [ N/A

Section 17: Water Shortage Response Plan

Has the utility submitted a copy of its Water Shortage Response Plan with the Commission?
Yes No (J N/A

Section 18: Deviations from Administrative Regulation:

Has the utility been permitted by the commission to deviate from these administrative regulations?
Yes [] No X N/A D

If yes, provide a list of the deviations (Case Number).
807 KAR 5:095
(Fire Protection Service for Water Utilities)
Section

Does the utility allow a utility to withdraw water from its distribution system for fire protection and training
purposes at no charge? Yes No ] N/A [

Does the utility require a fire department to submit quarterly reports demonstrating its water usage?
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Periodic Compliance Inspection

Yes ® No [J N/A ]

Does the utility’s tariff state the penalty to be assessed for failure to submit water usage reports?
Yes No (] N/A O
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Periodic Compliance Inspection

Review of Facilities:

1.

Tank: Iron Mound Water Storage Tank
Capacity: 200,000

Condition: No Visual Issues

2!

Tank: Winston Water Storage Tank
Capacity: 200,000

Condition: No Visual Issues

-
Pump Station: Dry Branch Pump Station
Condition: No Visual Issues New in 2014

4,
Pump Station: New River Pump Station
Condition: Visual Signs of Rust

Estill County Water District #1
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Kentucky Public Service Commission

Periodic Compliance Inspection

Utility is faili 0

Deficlency

Additional Ins C '
C.l. Thornburg tests all of Estill County Water District's meters.
Dry Branch and Knob Lick Pump Stations were replaced in 2014.

Submitting fire dept. charge to be added to their tariff.

Commenit: During this periodic regulatory compliance inspection, it was not possible to review/discuss
every record relating to all Commission requirements. Therefore, in some instances the results contained
in this report are indicative of those items inspected and reviewed on a sample basis.

Report by:
o 3 i } . ™
. A od .
‘-\..-/'tL i
Erin Donges

Utility Regulatory & Safety Investigator
Kentucky Public Service Commission

Date: September 5, 2017
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Kentucky Public Service Commission

Periodic Compliance Inspection

Attachment(s): A.) Water Storage Tanks, Pump Stations, Master Meters, Water Loss
B.) Pictures
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ESTILL COUNTY WATER DISTRICT #1

RAGE TANKS PACI _INTINSP _ EXT INSP
WISEMANTOWN 250,000 | 2008 2017
IRON MOUND 200,000 1984 2017

WINSTON 200,000 2008 2017
SANDHILL 112,000 2008 2017
PALMER 113,000 2012 2017
851 108,000 1998 2017
BARNES MOUNTAIN 116,000 1998 2017
COBB HitL 116,000 2008 2017
KNOB LcK 116,000 2000 2017
CHESTNUT STAND 360 2017
#OF
PUMP STATIONS PUMP/GPM  LAST INSP
NEW RIVER 2/750 2017
DRY BRANCH 2/250 2017
KNOB LICK 2/70 2017
CHESTNUT STAND 2/70 2017
CEDAR GROVE 2/150 2017
PEA RIDGE 2/200 2017
SOUTH IRVINE 2/200 2017
851 2/75 2017
COBB HiLL 2/150 2017

Y HILL 2/80 2017

MASTER METERS LAST TESTED SIZE

IRVINE BRIDGE (CITY OF IRVINE) 5/2017 6"

VINE, 5/2017 6"

CHESTNUT STAND (CITY OF IRVINE) 5/2017 2"

JACKSON COUNTY (TEST THEIR OWN) 2"
WATER LOSS 2016 2015 2014 2013 2012
PERCENT 35.42 35 36.5 32 23.6
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*Estill County Water District #1
76 Cedar Grove Road
Irvine, KY 40336

*Audrea Miller

Office Manager

Estill County Water District #1
76 Cedar Grove Road

Irvine, KY 40336

*Gerald E Wuetcher

Attorney at Law

STOLL KEENON OGDEN PLLC
300 West Vine Street

Suite 2100

Lexington, KENTUCKY 40507-1801

*Denotes Served by Email Service List for Case 2017-00176
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