
COMMONWEALTH OF KENTUCKY 
 

BEFORE THE PUBLIC SERVICE COMMISSION 
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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.gov/av_broadcast/2017-00176/2017-00176_01Nov17_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 9th day of November 2017.     
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Gwen R. Pinson 
Executive Director 
Public Service Commission of Kentucky 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

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

CERTIFICATE 

I, Pamela Hughes, hereby certify that: 

CASE NO. 
2017-00176 

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. I 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 g th day of November, 2017. 

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



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 

Adjustment 
Hearing Room 1 Hearing Room 1 (HR 1) 

Event Time 

8:34:31 AM 
8:34:33 AM 
9:09:02 AM 
9:09:03 AM 

9:10:24 AM 

9:13:14 AM 

9:14:07 AM 
9:14:30 AM 

9:15:42 AM 

9:16:01 AM 
9:16:34 AM 
9:16:57 AM 

9:22:41 AM 

9:24:45 AM 

Log Event 

Session Started 
Session Paused 
Session Resumed 
Chairman Schmitt 

Note: Hughes, Pam 

Note: Hughes, Pam 
Motions filed 

Note: Hughes, Pam 

Chairman Schmitt 
Note: Hughes, Pam 

No Public Comments 
Atty Wuetcher intoductions 

Note: Hughes, Pam 

PSC stafff introductions 
Note: Hughes, Pam 

Calls Case No. 2017-00176 Estill Co WD 1 -explains the reason for 
today's hearing. 
Introduction of VC Cicero 

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. 

August 18, 2017 Order -Publication in newspapers. Counsel has 
filed the notice in record that the publication was given. 

Audrea Miller, Greg Wright, William Beard, Jerry Arnold, Dwight 
Richardson, William Ballard, Alan Bowmen as witnesses. 

Brittany Koenign Atty for the PSC along with Arial Miller with 
Division of FA. 

Atty Wuetcher asks for procedures 
Chairman swears in all witnesses 
Atty Wuetcher calls Witness Wright 

Note: Hughes, Pam Greg Wright - Estill Co Wd 1 Board of Commissioners. Chairman of 
Commission. 7 years as a 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. 

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 

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 

Note: Hughes, Pam 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. 

Note: Hughes, Pam Reffering that the Term is 4 years. Could they have got a 2 year 
loan. 

Estill County WD Exhibit 3 
Note: Hughes, Pam 

Note: Hughes, Pam 
Estill Co WD exhibit 4 

Note: Hughes, Pam 

Estill Co Wd 1 Exhibit 5 
Note: Hughes, Pam 

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. 
At time of this agreement he had no knowledge of KRS 300. 

1-18-15 Board of Commissioners meeting minutes. Motion made to 
borrow money from Citizens Bank. 

Amorization schedule and other loan documents. Loan 1-24-17 with 
Otizens 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. 
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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. Dist rict 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'l actions to 
improve finacial situation. 

Estill Co WD Exhibit 6 
Note: Hughes, Pam 

Note: Hughes, Pam 

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

Atcy 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. 

Atcy Koenig cross of Witness Wright 
Note: Hughes, Pam Regarding the loans. Exhibits 1, 3 and 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. Atbf Koenig reads from this 
dated Jan 18, 2015. Was the date difference a typo. Yes 

Atcy 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. 

Atcy Koenig cross of Witness Wright 
Note: Hughes, Pam Referring to how much money spent on repairs. can't answer. Atcy 

Wuetcher 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 
VC cross of Witness Wright 

Note: Hughes, Pam 

Chairman cross of Witness Wright 

Regarding Ky. Water Association help with line loss. 

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. 

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 

Note: Hughes, Pam 

VC cross of Witness Wright 

need help on. 
Estill No 1, not a 2. Only water distict in Estill county. Water 
comes from d ty of Irvine and Powell and Jackson County. Majority 
from Irvine. 

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 

Chairman cross of Witness Wright 

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. 

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 compl iance. 

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 

Note: Hughes, Pam 

Chairman cross of Witness Wright 

Mr. Wuetcher to look over all minutes and agenda. 
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. 

Note: Hughes, Pam If the city of Irvine operatd the system then Estill customers would 

Note: Hughes, Pam 
Note: Hughes, Pam 

Chairman cross of Witness Wright 

be there customers and they could charge more to their customers 
since they are a municipal 
How many customers does Estill Co WD 1 have? can't answer. 
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 I rvine. 

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 waking 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 
attom_ey 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. 

Note: Hughes, Pam 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. 
Note: Hughes, Pam Atty Wuetcher makes statement about deadline on meeting 

payments for rural Development. 
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. 

Atty Wuetcher statement 
Note: Hughes, Pam 

Break 
Session Paused 
Session Resumed 
Witness Arnold called to the stand 

Does the Board plan on eliminating some of the expenses on 
insurance coverages for all employees in the District. 

Hasn't considered the whole situation. Asks for minutes from next 
meeting. 
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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 

Note: Hughes, Pam 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. 

Note: Hughes, Pam 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. 
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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 

Note: Hughes, Pam 

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. 
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 

Note: Hughes, Pam 
funding all accounts at this time. 
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 

Note: Hughes, Pam 

VC Cicero cross of Witness Arnold 

agree with these? Yes 
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. 

Note: Hughes, Pam Had to go back and get another note to cover balloon payment. Did 

Note: Hughes, Pam 

Note: Hughes, Pam 

VC Cicero cross of Witness Arnold 

office manger give them notice that this was coming due. Got 
several moths notice that this was coming up and they were short. 
Reports befor Board meetings. Does office manager attend 
meetings to talk about results. 
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. 

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 

VC Cicero cross of Witness Arnold 

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). 

Note: Hughes, Pam Regarding finding leaks, based on availability of employees. What 

Note: Hughes, Pam 

VC Cicero cross of Witness Arnold 

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. 
District wants to have someone full-time to devote to finding and 
fixing leaks. 

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 Is city of Irvine utility financially sound to best of his knowledge. 
Note: Hughes, Pam What if the city of Irvine took over the water system and said they 

would treat the Estill county customers the same as the dty 
customers. 

Note: Hughes, Pam Rates are not sufficient for Estill County WD 1 to keep the district 
going. 

Chairman cross of Witness Arnold 
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. 

Chairman cross of Witness Arnold 

Compensation is 300 a month and 500 a month for trainings. 
$6000 a year for last 5 to 6 years 

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. 

Note: Hughes, Pam 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 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 Regarding hiring of an attorney for the District. 

Chairman cross of Witness Arnold 
Note: Hughes, Pam Regarding PHDR for copy of rate study record. 

Atty Wuetcher statement 
Note: Hughes, Pam Minutes identify the person from ARCAP. 

Chairman cross of Witness Arnold 
Note: Hughes, P?Jm Regarding the meetings being video taped. 
Note: Hughes, Pam 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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1:19:06 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. 
Note: Hughes, Pam Did anyone have legal advice before entering into these legal 

documents or ask for outside counsel. 
Note: Hughes, Pam 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. 
Note: Hughes, Pam 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 

Chairman exam of Witness Beard 
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. 

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 Regarding him being Treasurer by default of the Water District 

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. 
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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 

Note: Hughes, Pam 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 2015? 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 
Note: Hughes, Pam 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. 

Note: Hughes, Pam 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 

a year. Loan through KRWA finance that is due at same time (2 
times a year). 

Note: Hughes, Pam Fiandal situation of the District and what led up to the first loan. 
Pressures on the District in 2011-2012 timeframe. Witness 
explains. 

Note: Hughes, Pam 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. 
Note: Hughes, Pam 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. 
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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 

Atcy 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. 
Atcy 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. 

Atcy 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 
Atcy 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 ta make Feb 
2018 payment. 

Note: Hughes, Pam Interest payment for August 2017, funds were taken from the 
sinking reserve account. 

Atcy 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. 
Atcy Wuetcher direct exam of Witness Miller 

Note: Hughes, Pam Her warnings that these payments were coming due, no 
recommnedations on how to make it. 

Note: Hughes, Pam Did she give any recommendations how to proceed with how to 
make payments coming up. 

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

Note: Hughes, Pam Estill WD Accounts and Notes Receivable -- Net 
Atcy 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 

Atcy 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. 

Atcy 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. 

Atcy 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. 
Note: Hughes, Pam 142, other accounts receiveable. She can't break this down but can 

give her more detail later. PHDR 
Atcy 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. 
Atcy Koenig exam of Witness Miller 

Note: Hughes, Pam Referring to when meters are read and when customers bills are 
issued. 

Note: Hughes, Pam 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 .. 
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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 Average amount of time from reading meter and cutoff. 2 full 

months behind before disconnected. Late fee is 10% 
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 

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 Dwight Richardson - Field Superintendent of Estill No 1 - operations 
manager 

Note: Hughes, Pam 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 Regarding line loss problem magnitude. 
Estill WD exhibit 7 

Note: Hughes, Pam 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 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 % 

Note: Hughes, Pam 2013 large increase explanation. 2014 was due to contractors 
hitting mains when doing work. 

Note: Hughes, Pam Regarding since 2004 loss has been increasing 
Atty Wuetcher direct exam of Witness Richardson 

Note: Hughes, Pam Regarding as to why he thinks it wasn't successful. Older pipes 
can't take the pressure. 

Note: Hughes, Pam 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 Wuetch~r 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 

Note: Hughes, Pam 

Estill CO WD 1 exhibit 9 
Note: Hughes, Pam 

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. 

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. 
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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 K~enig 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. 
Note: Hughes, Pam 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. 

Note: Hughes, Pam 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. 
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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 ~014. 

Note: Hughes, Pam 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 

Note: Hughes, Pam 

Note: Hughes, Pam 

Pressures varied from 40 lbs to 375 lbs, what is optimal pressure. 
He states no more than 90 lbs. 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 Separate plan for surcharge?? . 
Note: Hughes, Pam 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 

Created by JAVS on 11/3/2017 - Page 16 of 17 -



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. 
Note: Hughes, Pam 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 priorfty 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. 

Witness Bowman excused 
PHDR 

Note: Hughes, Pam 
Note: Hughes, Pam 

Chairman Schmitt 
Note: Hughes, Pam 

Adjourned 
Session Paused 
Session Ended 

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. 
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JAY~ Exhibit List Report 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 

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 OS 

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 

Created by JAVS on 11/3/2017 

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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9:45AM 

10/11/17 

Accrual Basis 

PSC 
Exhibit.___:.L:__ _____ _ 

Estill County Water District #1 

Ordinary Income/Expense 
Income 

Profit & Loss 
January through August 2017 

474 · OTHER WATER REVENUES 
474-3 · UTILITY TAX/COMMERICAL 
474-1 · UTIL.ITY 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 

Total471 · MISC. SERVICE REVENUE 

470 · PENAL TIES 
470-2 · PENAL TIES 

Total 470 · PENAL TIES 

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 
611-4 · UTILITIES/SEWER 
604-1 · HEALTH REIMBURSEMENT ACCOUNT 
623~ · SMALL TOOLS/MAINT 
620-9 · OFFICE/ BREAKROOM SUPPLIES 
640~ · UNIFORMS-MAINT. 
640-8 · UNIFORMS-AD&G 
640-7 · UNIFORMS-<:UST SERV. 
999 · ASK THE ACCOUNTANT 
671 · CREDIT CARD REIMBURSEMENT 
655-2 · TAXES-UTILITY 
655·1 · TAXES-SALES 
671-9 · CIC PROCESSING FEES 
675-8 · MISC. EXPENSEIAD&G 
675~ · 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~ · TRANSPORTATION EXP/MAINTENANCE 
650-5 · TRANSPORTATION EXP/OPERATIONS 
635-8 · CONT SERVICE OTHERIAD&G 
635~ · CONT SERVICE/SUPPORT 
635-5 · CONT SERVICE OTHER/OPERATIONS 
634-8 · CONT SERVICE LAB/AD&G 
633-8 · CONT SERVICE LEGALIAD&G 

Jan · Aug17 

2,921 .77 
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 

EXHIBIT A 
Page 1 of 3 

Page 1 



9:45AM 

10/11/17 

Accrual Basis 

Estill County Water District #1 
Profit & Loss 

January through August 2017 

632~ · CONT SERVICE ACCOUNTING/AD&G 
621~ · POSTAGE 
620-7 · MATERIALS & SUPPLIES/CUST. SERV 
620..(; · MATERIALS & SUPPLIES/MAINT. 
620·5 · MATERIALS & SUPPLIES/OPERATIONS 
615-5 · PURCHASED POWER/OPERATIONS 
611-3 · UTILITIES/TRASH 
611-2 · UTILITIES/TELEPHONE 
611-1 ·UTILITIES/INTERNET 
604-8 · EMPLOYEE PEN & BEN/AD & G 
604-7 · EMPLOYEE PEN & BEN/CUST SERVICE 
604..(; · EMPLOYEE PEN & BEN/MAINTENANCE 
603-8 · SALARY & WAGES/OFFICERS 
601-8 · SALARY & WAGES/AD & G 
601 -7 · SALARY & WAGES/CUST. SERVICE 
601..(; · SALARY & WAGES/MAINTENANCE 
66000 · 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~ · INTEREST EXPJCUSTOMER DEPOSIT 
427-3 · INT. ON LONG TERM DEBT/USDA-RD 
427..(; · 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 

EXHIBIT A 
Page 2 of 3 

Page 2 



EXHIBIT A 

9:38 AM Estill County Water District #1 Page 3 of 3 

10/11/17 Account QuickReport 
Accrual Basis January through October 2017 

Type Date Num Name Memo Split Amount 

999 · ASK THE ACCOUNTANT 
Bill 02128/2017 2128/2 ... RAYMOND JONES ... OVERPAYME .. . 231 · ACCOU .. . 118.09 
Check 02128/2017 1753 CITIZEN'S GUARA ... 1009834824597 131-3 · CASH 1 ... 1,419.97 
Check 03/30/2017 1755 CITIZEN'S GUARA ... LOAN# 24597 131-3 · CASH 1... 1,419.97 
Check 03/30/2017 1756 CITIZEN'S GUARA ... LOAN# 24597 131-3 · CASH 1... 1.352.35 
Bill 03131/2017 3/18 AMBER HUGHES OVERPAYME ... 231 · ACCOU ... 22.71 
Check 04/28/2017 DEPOSIT CORREC ... DEPOSIT CO ... 131 -3 ·CASH 1. .. 4.00 
Bill 04130/2017 10103 .. . LOGAN GRIFFIN OVERPAYME ... 231 · ACCOU ... 110.88 
Check 05/11/2017 DEPOSIT CORREC ... 131-3 · CASH 1. .. 0.40 
Check 05131/2017 1761 CITIZEN'S GUARA ... 1009834824597 131-3 · CASH 1. .. 1,352.35 
Check 06/08/2017 DEPOSIT CORREC ... DEPOSIT CO ... 131-3 · CASH 1 ... 1.00 
Deposit 06/1212017 DEPOSIT CORREC ... DEPOSIT CO ... 131-3 ·CASH 1. .. -2.95 
Deposit 06/15/2017 DEPOSIT CORREC ... DEPOSIT CO ... 131-3 ·CASH 1 ... -0.70 
Check 06/2212017 DEPOSIT CORREC ... DEPOSIT CO ... 131-3 · CASH 1. .. 0.22 
Check 06/30/2017 1764 CITIZEN'S GUARA ... 1009834824597 131-3 · CASH 1. .. 1,352.35 
Check 07/11/2017 DEPOSIT CORREC ... DEPOSIT CO ... 131-3 ·CASH 1... 0.08 
Check 07/31 /2017 1768 CITIZEN'S GUARA ... 10098348 245 ... 131-3 · CASH 1. .. 1,419.97 
Check 08/11/2017 DEPOSIT CORREC ... DEPOSIT CO ... 131-3 · CASH 1. .. 7.78 
Check 08/31/2017 1773 CITIZEN'S GUARA ... 1009834824597 131-3 · CASH 1. .. 1,352.35 
General ... 09130/2017 9/17 8 TO RECLASS ... 220-3 · '17 CG ... -9,669.31 

Total 999 · ASK THE ACCOUNTANT 261 .51 

TOTAL 261.51 

Page 1 



1:24PM 

10/10/17 

Accrual Basis 

ASSETS 

Estill County Water District #1 
Balance Sheet 

As of August 31, 2017 

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 

Total135 · TEMPORARY CASH INVESTMENTS 

131 · CASH 
131-7 · CASH IN BANK/CUSTOMER SECURITY 
131·2 · CASH IN BANK/GENERAL 
131·3 · CASH IN BANK/REVENUE 
131·1 ·CASH ON HAND 

Tota1131 · 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 · TRANS MIS. & 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) 
1 05·3 · CONST. IN PROGRESS-PHASE lX 
105·7 · CONST. IN PROGRESS-PHASE 10 
105 · CONSTRUCTION IN PROGRESS · Other 

Tota1105 · 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 

- 118,11 9.37 
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 

EXHIBIT B 
Page 1 OF 3 
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1:24PM 

10/10/17 

Accrual Basis 

Estill County Water District #1 
Balance Sheet 

LIABILITIES & EQUITY 
Liabi li ties 

Current Liabilities 
Accounts Payable 

As of August 31 , 2017 

232 · N/P CURRENT ISSUE 
232-4 · NIP '91 ISSUE SERVICE A CURRENT 
232..0 • N/P '96 ISSUE CURRENT 
232·9 • NP '06 ISSUE CURRENT 
232-5 · N/P '91 ISSUE SERVICE B CURRENT 
232-3 · N/P '64 ISSUE CURRENT 
232-8 · N/P '98 ISSUE CURRENT 
232-1 · N/P 2002 (84) ISSUE CURRENT 

Total 232 · N/P CURRENT ISSUE 

231 · ACCOUNTS PAYABLE 

Total Accounts Payable 

Other Current Liabilities 
239-8 · CANCER INSURANCE WITHHELD 
239-9 · EMPLOYEE GARNISHMENTS 
239-5 · HEALTH INSURANCE 
271 · CONT. IN AID OF CONSTRUCTION 
239-4 · LIFE INSURANCE WITHHELD 
239-3 · SHORT TERM DISABILITY WITHHELD 
239-2 · ACCIDENTAL INSURANCE WITHHELD 
239-1 · DENTAL WITHHELD 
239 · RETIREMENT WITHHELD 
238 · COMPENSATED ABSENCES 
237 · INTEREST ACCRUED 
236 ·TAXES ACCRUED 
235 · CUSTOMER DEPOSITS 
24000 · Payroll Liabilities 

Total Other Current Liabili ties 

Total Current Liabilities 

Long Term Liabilities 
220-3 · '17 CGB LOAN 
220-2 · '15 CGB LOAN 
220-1 · '13 CGB LOAN 
221 · BONOS 

221-10 · N/P '141SSUE 
221-9 · N/P '061SSUE 
221-8 · N/P '98 ISSUE 
221..0 · NIP '96 ISSUE 
221 -5 · N/P '91 ISSUE SER B 
221-4 · N/P '91 ISSUE SER A 
221-2 · N/P '76 ISSUE 
221-1 · N/P 2002 (84) ISSUE 

Total 221 · BONDS 

Total Long Term Liabilities 

Total Liabilities 

Aug 31 , 17 

14,000.00 
11 ,000.00 
15,000.00 
2,700.00 

27,500.00 
19,000.00 
15,000.00 

104,200.00 

18,220.91 

122,420.91 

-127.58 
-50.00 
-44.37 

7,178,085.69 
6,478.86 
-250.09 

-91.02 
372.70 

-1,408 .79 
2,545.84 

272,956.15 
583.27 

72,814 .58 
1,493.69 

7,533,358.93 

7 ,655, 779.84 

110,000.00 
72,222.14 

109,859.05 

1,603,807.82 
780,762.51 
709,642.50 
335,653.75 
56,480.00 

287,125.00 
20,000.00 
46,635.75 

3,840,107.33 

4,132,188.52 

11,787,968.36 

EXHIBIT B 
Page 2 OF 3 

Page 2 



1:24PM 

10/10/17 

Accrual Basis 

Equity 

Estill County Water District #1 
Balance Sheet 

As of August 31 , 2017 

32000 · Unrestricted Net Assets 
215 · UNAPPROPRIATED RETAINED EARNING 
214 · APPROPRIATED RETAINED EARNINGS 
210 · CAPITAL SURPLUS 
30000 · Opening Balance Equity 
Net Income 

Total Equity 

TOTAL LIABILITIES & EQUITY 

Aug 31 , 17 

-1 ,765,429.62 
2,222,779.85 

66,025.53 
91,943.37 

-3,338,647.84 
-332,534.13 

-3,055,862.84 

8,732,105.52 

EXHIBIT B 
Page 3 OF 3 

Page 3 



PSC 
Exhibit __ cJ ______ _ 

Accounts and Notes Receivable 

Customer Accounts Receivable (141) 

Other Accounts Receivable (1 42) 

Total Other Accounts Receivable 

Notes Receivable (144) 

Total Notes Receivable 

Total Accounts and Notes Receivable 

21500 Estill County Water District #1 01/01/2015- 12/31/2015 

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

Description 

Accumultated Provision for Uncollectible Accounts (143) 

Balance First of Year 

Add: 

Provision for uncollectibles for current year 

Collections of accounst previously written off 

Other 

(specify) 

Total Addihons 

Deduct accounts written off during year: 

Other 

(specify) 

Total DeductiOns 

Balance end of Year 

Total Accounts and Notes Receivable- Net 

211/2017 

Total 

$207,945.00 

$0.00 

$207,945.00 

$14,261.00 

$256.00 

$256.00 

$0.00 

$14,517.00 

$193,428.00 

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) 

Accounts and Notes Receivable 

Customer Accounts Receivable (141 ) 

Other Accounts Recetvablo (142) 

Total Other Accounts Receivable 

Notes Receivable ( 144) 

Total Notes Receivable 

Total Accounts and Notes Receivable 

Accumultated Provision for Uncollectible Accounts (143) 

Balance First of Year 

Add: 

Provision for uncollectibles for current year 

Collections of accounst previously written off 

Other 

(specify) 

Total Additions 

Deduct accounts written off during year: 

Other 

(specify) 

Total Deductions 

Balance end of Year 

Total Accounts and Notes Receivable - Net 

10/20/2017 

DtiScrlptlon Total 

$204,495.00 

$0.00 

$204,495.00 

$9,411 .00 

$4,850.00 

$4,850.00 

so.oo 
$14,261.00 

$190,234.00 

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 

Customer Accounts Receivable (141) 

Other Accounts Receivable (142) 

Total Other Accounts Receivable 

Notes Receivable (144) 

Total Noles Receivable 

Total Accounts and Notes Receivable 

Accumultated Provision for Uncollectible Accounts (143) 

Balance First of Year 

Add: 

Provision for uncollectibles for current year 

Collections of accounst previously written off 

Other 

(specify) 

Total Additions 

Deduct accounts written off during year: 

Other 

(specify) 

Total Deductions 

Balance end of Year 

Total Accounts and Notes Receivable- Net 

4/9/2015 

Description 

CUSTOMER BAD DEBTS 

$203,908.00 

$203,908.00 

$8,906.00 

$4,967.00 

$4,967.00 

$4,462.00 

$4,462.00 

$9,411.00 

$194,497.00 

Page 36 of 71 



21500 Estill County Water District #1 01/01 /2012 -12/31/2012 

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

--- - --- - - - - - - - - -

Accounts and Notes Receivable 

Customer Accounts Receivable (141) 

Other Accounts Receivable (142) 

Total Other Accounts Receivable 

Notes Receivable (144) 

Total Notes Receivable 

Total Accounts and Notes Receivable 

Accumultated Provision for Uncollectible Accounts (143) 

Balance First of Year 

Add: 

Provision for uncollectibles for current year 

Collections of accounst previously wri«en off 

Other 

(specify) 

Total Additions 

Deduct accounts wn«en off during year: 

Other 

(specify) 

Total Deductions 

Balance end of Year 

Total Accounts and Notes Receivable - Net 

8/16/2013 

Customer bad debts 

$182,802.00 

$182,802.00 

$10,054.00 

$13,239.00 

$0.00 

$13,239.00 

$14,387.00 

$14,387.00 

$8,906.00 

$173,896.00 

Page 32 of 67 



Accounts and Notes Receivable 

Customer Accounts Receivable (141 ) 

Other Accounts Receivable (142) 

Total Other Accounts Receivable 

Notes Receivable (144) 

Total Notes Receivable 

Total Accounts and Notes Receivable 

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

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

Accumultated Provision for Uncollectible Accounts (143) 

Balance First of Year 

Add: 

Provision for uncollectibles for current year 

Collections of accounst previously written off 

Other 

(specify) 

Total Additions 

Deduct accounts written off during year: 

Other 

(specify) 

Total Deductions 

Balance end of Year 

Total Accounts and Notes Receivable - Net 

7/16/2013 

CUSTOMER BAD DEBTS 

$194,779.00 

$194,779.00 

$4,264.00 

$19,555.00 

$0.00 

$19,555.00 

$1 3,765.00 

$13,765.00 

$10,054.00 

$184,725.00 
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Accounts and Notes Receivable 

Customer Accounts Receivable (141 ) 

Other Accounts Receivable (142) 

Total Other Accounts Receivable 

Notes Receivable (144) 

Total Notes Receivable 

Total Accounts and Notes Receivable 

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

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

Accumullated Provision for Uncollectible Accounts (1 43) 

Balance First of Year 

Add: 

Provision for uncollectibles for current year 

Collections of accounst previously written off 

Other 

(specify) 

Total Additions 

Deduct accounts written off during year: 

Other 

(specify) 

Total Deductions 

Balance end of Year 

Total Accounts and Notes Receivable - Net 

7/16/2013 

CUSTOMER BAD DEBTS 

$197,699.00 

$197,699.00 

$3,950.00 

$13,737.00 

$0.00 

$13,737.00 

$1 3,423.00 

$13,423.00 

$4,264.00 

$193,435.00 
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PSC Staff ~ 
Exhibit ...J ------------------

Greg Wright 
Chairman 

Estill County Water District No. 1 
76 Cedar Grove Rd. 

Irvine. Kentucky 40336-7607 
Phone: . (606) 723-3795 

Fax: (606) 726-9083 

, Jerry Arnold 
Secretary 

Will iam Beard 
Treasurer 

October 3, 2017 

Executive Director 
Public Service Commission 
P.O. Box 615 
Frankfort, KY 40602.0615 

Re: 2017 Periodic Water Inspection 

RECEIVED 

OCT 0 3 2017 
PUBLIC SERVICE 

COMMlSSION 

We offer the following in response to the deficiencies found during 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 duf:! 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 maint ains and 
operates ten wat~r storage tanks, ten booster pump stations~ .• and 450 miles of water 
distribl.{tion lines. Some of the system has been In service sii1C!! the 1960's, when the District 
was formed. One ot:the priorities of the Dlstrl~s Commission, and Management team has 
been, a·nd it continues to be, upgrading its aging infrastructure'. In 2014 the District 
rehabili~ted 35,3Siifeet of old ductile iron water mains and built two new booster pumps 
station., that replaced.an old booster pump station t hat was a continuous source of water leaks. 
While these repairs dip remedy th~ problems in the areas of rehabilitation, they also created 
higher pressure in o~er areas, t~erefore creating more wat~rh~aks. 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 w ithin the District. 
Since 2007 the District has lost 3 maintenance employees that, due.to financial constraints, we 
have not replac~d. ThiS' reduction in manpower has directly affected our ability to monitor 
water loss because with a water district of our size, and in our region,. water loss monitoring 
requires the attention of 2 employees on 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 Joss 
reduction. 

While we are aware that our water loss percentages do not reflect our commitment to this 
Jss~e w_e want til c.anvey. 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 Joss 
standards. 

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

Tha7Jv~ 
Dwight Richardson 
Operational Manager 

·I 



~~~·--~--~~~~~~-------=~~~~~~Movants 
Exhibit. __ .!. ______ _ 

Borrower: &• Co W- Dlt1rlct 11 
78 CHoo Or- Ad 
Irvine. lY 4033e-71l17 

~o-! Ocwber31 , 2013 
_,,._, 3.850 

,..,.._, ... ., ..... 11 
Humber om 

1 11 -~2013 
2 12·30-2013 

2013 TOTAlS: 

3 01·30-2014 
4 02·28·2014 
s 03·30-2014 
a 04-30-2014 
7 05-30-2014 
8 06·30·2014 
II 07·30-2014 

10 08-30-2014 
11 09-30-2014 
12 10-30-2014 
13 1 1·30-2014 
14 12·30-2014 

2014 TOTALS: 

1& 01 -30-201!1 
16 02·28-20111 
17 03-30-201 5 
18 04·30-2016 
18 06·30-2016 
20 0&-30-201 6 
21 07-30-2016 
22 08-30-20115 
23 09-30-201& 
24 10-30-2015 
2.5 11-30-20 I 5 
26 12-30-2015 

2015 TOTALS: 

27 01-90-2018 
28 02·29·2016 
2.9 03·30-201 II 
30 04-30-20111 
31 0&-30-2016 
32 06-30-2016 
33 07-30-2016 
~ 08-30-2016 
35 09·30-2011 
36 1().30-2016 
37 11-30-2016 
38 12-30-2016 

2011 TOTALS: 

39 01·30-2017 
40 02·28-201 7 
41 03-.3().2017 
42 04-30-2017 
43 05·30-2017 ... ...()6-.30·2017 
45 07·30-2017 
46 08-30-2017 
47 09-30-2017 ... I ().3().20 17 

2017 TOTALS: 

TOTALS : 

AMORTIZATION SCHEDULE 

Lender: am- G4.w.wy ...... 
"'-Drive ........ 
26 "'- o.tw 
I'.O. Iolll30 
Irvine. ltY 403:J6.0630 
111011 723-2131 

11~5~: ..._. 

Coleulalioft M.chodl 3611/365 U.s. llulo 

....._., Modpoll ............ .... ...... -~ . ..,_., ·-
2,427.~ 633~ 1,783.50 198.511.50 
2,427.~ e:l8.17 1,7119.17 198,712.33 

4A54.68 1.262.01 3,592.17 

2.427.34 643.22 1,764.12 194.828.21 
2..427.~ 598.27 1,831 .07 193,097.14 
2.427.34 811 .03 1,816. 31 181 ,260.113 
2,427.34 8:6.46 1.601.88 188,478.811 
2,427.34 1188,68 1,827.78 187,851.19 
2.~27 .3& 613.69 1.813.7& 185,837.44 
2.427.34 688.06 1.831.2.8 183,888.111 
2,427.3& &01.85 1,82&.&9 182, 112.~7 
2,.427.34 595.68 1,831.68 180.340.81 
2,427.~ 570.117 1,851.117 178,464.14 
2.427.~ 613.&2 1,843.72 17&.1140.42 
2,.427.34 558.88 1.88lt38 174.n2.04 

2!,121.o8 7,187.79 21.940.28 

2,427.~ 571.48 1,855.86 172.9111.18 
2,427.34 528.93 1,898.41 171 ,017.77 
2,427.34 S.l .17 1,888.17 169,131 .80 
2,427.34 553.04 1,874 .30 187,257.30 
2.427.34 629.27 1,898.07 185,368.23 
2.42.7.~ S.0.70 1,&a8.64 183.472.68 
2.427.34 61 7.29 1,810.06 181 ,&82.64 
2.427.34 528.29 1,1199.06 1119.883.49 
2.427.34 622.o8 1,1011.28 1117.758.23 
2.427.34 499.21 1,828.13 155,830.10 
2.427.~ 609.64 1.817.80 163,812.30 
2.427.~ 4&7.()4 1,140.30 161,872.00 

21,128.08 1.32.1.04 2.2.800-04 

2,427.34 495.88 1,1!1.68 160.040.32 
2.427.34 473."9 1.953.85 148,0111.A7 
2,427.34 4&7.32 1,960.02 14&,126.45 
2.427.34 47&.51 1,950.83 144,17&.82 
2,427.34 .&U.98 1,972.36 142,203.28 
2.427.34 463.71 1,183.83 140,239.63 
2,427.~ 4.&2.68 1,984.78 138,26<U!II 
2.427.34 450.8<4 1,9?6.60 138,278.311 
2,427.34 444.39 1,182." 1~.296.40 

&13.80 2,003.6& 132,291.86 
431.31 1.9115.815 130,2811.81 

2,42.7.~ 
2.427.34 
2,427.34 411 .18 2.018.18 128,278.75 

2S.128.D8 5.4l5A3 23.192.25 

2,42.7 .34 4111.38 2.007.116 126,271.78 
2.427.34 3811.26 2.041.08 124,230.70 

39a.11 2,034.23 122,1U.A7 
U8.67 2.021.n 120,181.70 
380.2.8 2.047.08 118,121 .&2 
381.2.& 2.041 .10 118,ot0.&2 

2.427.34 
2,4 27.34 
2.427 .~ 
2,427.34 
2.427.34 367.32 2.060.02 114,020.50 
2.427.34 372.113 2.064.51 111 ,!Mi!l.83 

361.11 2.061.23 108,1104.76 
347 78 109,804.7& 0 .00 

2.427.34 
110.252.6& 

132.088.50 3,118.86 128.278.75 

224.337.112 24,on.az 200.305.00 

HOTU: This 1e .., nllmated loan ..-norou'*> odwldule. Acruel .,...,..,II may vwv II poymonu are mode on dltfwtnt datu 0< In dltf.,_ 



,..-... 
~ TILL COUNTY WATER DISTRICT Page: 1 

~~lining Balance Amortization Schedule Run Date: 02/21/14 
CITIZENS GUARANTY BANK 

Princi pal: 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 

200,305.00 
1 11/01/13 2,427.34 642.65 1,784.69 198,520 .31 
2 12/01/13 2,427.34 636.92 1,790 .42 196,729.89 

Sub-total 4,854.68 1,279.57 3,575.11 196,729.89 

3 01/01/14 2,427.34 631.18 1,796.16 194,933.73 
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, 813.51 189,510.58 
7 05/01/14 2,427 .34 608.01 1,819 . 33 187,691.25 
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 2,427.34 590.4 5 1,836.89 182,198.18 
11 09/01/14 2,427.34 584.55 1,842.79 180,355.39 
12 10/01/ 14 2,427.34 578.64 1,848.70 178,506.69 
13 11/01/14 2,427.34 572.71 1,854.63 176 ,652.06 
l4 12/01/14 2,427.34 566.76 1,860.58 174,791.48 

Sub-total 29,128.08 7,189 .67 21,938.41 174,791.48 

15 01/01/15 2,427.34 560.79 1,866.55 172,924.93 
16 02/01/15 2 ,427.34 554.80 1 ,872.54 171,052.39 
17 03/01/15 2,427.34 548.79 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, 501.96 
21 07/01/15 2,427.34 524.57 1,902.77 16l,599 . 19 
22 08/01/15 2,427.34 518.4 6 1,908.88 159,690.31 
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 11/0 1 /15 2,42?.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 29,128.08 6,329.97 22,798.11 151,993.3? 

l).sc::. ? ! r 
a (V\..Ourt. +--s 0 f\ 

('{V)n.. ~ Ly 6;kk~ 

os cA- 3' I~ 



c s TILL COUNTY WATER DISTRICT Page: 3 

Declining Balance Amortization Schedule Run Date: 02 / 21/ 14 

CITIZENS GUARANTY BANK 

Pri ncipal: 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 .3 4 236.57 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 
69 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/ 01/2 0 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 44,702.09 
78 04/01/20 2,427.34 143.42 2,283.92 42,418.17 
79 05/01/ 20 2,427.34 136.09 2,291.25 40,126.92 
80 06 /01/20 2,427.34 128.74 2 ,298 .60 37,828.32 
81 07/01/20 2,427.34 121.37 2,305.97 35,522.35 
82 08/01/20 2,427 . 34 113 . 97 2,313.37 33,208.98 83 09 / 01/20 2,427.34 
84 10/01/20 

106.55 2,320 . 79 30,888.19 
2,427 . 34 

85 11/ 01 / 20 
99.10 2,328.24 28,559.95 

2,427.34 
86 12 / 01 / 20 

91.63 ~,335 . 71 !:IC, ~:: ... z '! 
? . 4 :2'7 :;u 61 • .1.4 2,343 .20 23,881.04 

Sub- total 29,128.0R 1,4 96.99 27,629.09 23 1881.04 

B7 01/01/21 2,427.34 76.62 2,350.'72 21.,530 . 32 
BB 02/01/21 2,427.34 69 . 08 2,358 .26 19,172.06 
89 03/01/ 21 2,427.34 61.51 2,365.83 16 ,8 06.23 
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 

97 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 



II 
PROMISSORY NOTE 

Principal Loan No Cell i Col Account Officer11nltials 

r-~·2~0~0~.3~0~5~.00~~~~~~~~~~~--~88~1~96~--~----~6~~~10~0~9~8~348~--~S~L~C~~--~ 
References in the boxes above are lor Lender's U$e only end do not ~mh the applicability of this document to any penocular loan or item. 

Any Item above containi • • • • • has been omitted due to text length hmrtetions. 

Borrower: & til Co Water Dlotrlct 11 
76 Coder Grove Rd 
Irvine, KY 40336· 7697 

Principal Amount: $200.305.00 

Lender: 

Interest Rate: 3.850% 

Citizens Guaranty Benk 
River Drive Breroch 
25 River Drive 
P.O. Box 630 
Irvine. KY 40336.0630 
16061 723-21 39 

Date of Note: October 31, 2013 
PROMISE TO PAY. Estill Co Water District 1 1 C"Bonower"l promlua to pay to Citizens Guaranty Bank t"lendar"l. or order, In lawful money of 
tho United Statu of Americ.. tho principal amount of Two Hundred Thousand Three Hundred Avo & 00/100 Dollara 1$200,305.001, t09ether 
with lnterut on tho unpaid principal bt laroca flom October 31 . 2013, calcultttd as described In the "INTEREST CALCULATION METHOD" 
paragraph U$lng an lnttrtll rate of 3.850% per annum, until paid In full . The Interest rate may chanll" un<Mr the terms and conditions of the 
"INTEREST AFTER DEFAUlT" section. 

PAYMENT. Borrower will pay this loan in 47 regular payments ol •2.427.34 each and one Irregular last payment u tlmettd at $ 110.252.54. 
Borrower's flflt payment Is due No...,.,.,_, 30. 2013. and all aubse-nt payments are due on tho aarno day of each month after thet. 
Borro-r'• final payment wiN be due on October 30, 2017, - wiD be tO< al principal and all accrued lntaraat not yat paid. Poymento Include 
principal - lntareat. Unless otherwloa agreed or rel!l*ed by applicabM law, payments will be 8pplied firat to any accrued unpaid imerut; then 
to principal: than to any eacrow 0< reserve account payments u rel!l*ed under any mongage, deed of ttuJt.. or other ucurlty Instrument or 
security agreement aocurlng thlo Nota: than to any late chargaa: and than to any unp.id collection costs . Bonower will pay lander 11 lender 's 
address ahown above or at auch other place aa Lender may dealgnate In wrlllng. 

INTEREST CALCULATION METHOD. lntarast on this Note Is computed on a 3651365 aimple lnterost bella: thet Is, by applying the ratio of the 
Interest rate over the number of deys in a year 1366 during leap yeanl. multiplied by the outstanding principal balance. multiplied by the actual 
number of days the principal balance lo outstanding. AU intoreat payable under thlo Noll Is c~d using this method. 

PREPAYMENT. Borrower agrees that aU loan fees end other prepaid flnence charges ere eerned fully as of the deto of the loan and will not be 
subject to refund upon early payment (whether voluntary or u a reauh of defeul\1, except as otherwise required by law. Except for the 
foregoing, Borrower may pay without penalty all or a pon ion of the amount owed earlier than h i• due. Early payments will not , unteu agreed 
to by Lender in writing, relieve Borrower of Borrower's obligation to continue to make payments under the payment achedulo. Rather, early 
paymenll will reduce the principal balance due end may roault In Borrower's malting fewer payments. Borrower egreea not to send lender 
payments marked • paid in full", "without recourae· , or similar language. If Borrower sends such a payment, Lender may accept It without 
losing any of Lender'a rights under this Note, and Borrower will remain obligated to pay any funher amount owed to l ender. AI written 
communications concerning disputed amounts, Including any check or other payment inltrument thet lnclka111 that the payment constitutes 
"payment In full" of the amount owed or thet Ia ttnderad with other conditions or litnltetlons or aa full satisfaction of a dlaputed 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 il 10 deya or more lite, Borrower will be charged 5.000% of the regularly scheduled payment. 

INTEREST AFTER DEFAULT. Upon default, Including failure to pay upon lrnal maturity, the total sum due under this Note will continue to eccrua 
interest at the Interest rate under this Nota. 

DEFAULT. Each of the following shall conslllute an evant of default !"Event of Default ' I under this Note: 

Payment Default. Borrower fails to make any payment when due under thlo Note. 

Other O.fauhs . Borrower fails to comply with or to perform eny 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, obhgatio!l, covenant or condition contained in any other agreement 
between lender and Borrower. 

False Statements. Any wenenty, representation or atetement made or furniahed to Lender by Borrower or on Borrower's behalf under this 
Note or the related documents Is false or misleading In any materlll respect, e ither now or at the ome made or furn~shed or becomes false 
or mlsleedrng et any lime thereafter. 

Dlllh or lnsolverocy. The death of Borrower or the dissolution or termination of Borrower' s exlsteoce 11 e going buslnus, the Insolvency 
of Borrower, the appointment of a receiver for any pert of Borrower's property. any assignment lor the bone fit of credrtort, any type of 
creditor workout, or the commencement of any proceeding under any benluuptcy or inaolvency lews by or against Borrower. 

Creditor or Forfelturo Proceedings. Commencement of forecloaure or lorfelturo proceedings, whether by judicial proceedrng, ulf·help. 
repoueulon or any o ther method, by any creditor of Borrower or by any governmental agency agalnat eny collateral ucuring the loan. 
Thla includes a garnishment of eny of Borrower' • eccounll, lncludl119 deposrt eccounts, with lander. However, thla Event of Default shan 
not apply If there is a good Ieith d;.pute by Borrower es 10 the vahdrty or reasonableness of the claim which Ia the basis of the creditor or 
forfeiture proceeding and II Borrower gives Lender writ ten notice of the credito~ or forfeiture pr~eding and, depo.slts with lender monies or 
8 surety bond tor the creditor or forfeiture proceeding, In an amount determrned by Lender, rn Its sole drscretron. es being an edequate 
reaerve or bond for the dispute. 
Events Affecting Guerentor. Any of the preceding events occurs w1th respect to any guarantor, endoraer, surety, or accommodation pany 
of any of the indebtedness or any guarantor, endorser, s ure ty, or accommodation party dies or becomes incompetont, or revokes or 
disputes the validi ty of, or liability under, env guaranty of the Indebtedness evidenced by this Note. 

Adverae Change. A material adverse change occurs In Borrower's flnenciol condition, or Lender believea the prospect of payment or 
performance of this Note il impoired, 

Insecurity. lender in good Ieith believes itself insecure. 
Curt Pro\llsions. 11 any default. other then a default In payment Ia curable and If Borrower has not been grven a notice of • . breach of tho 

me provision of this Note within the preceding twelve 1121 montho, it may be cured if Borrower, after Lando! oends wnuen notice to 
:rrower demanding cure of auch default: 111 cures the default within thirty 1301 days: or 121 rf the cure reqwes more then thirty 1301 
daya Immediately lnitlatea steps which Lender deems In lender's sole d11cretion to be suffrclent to cure the default end thereafter 
continues and completes all reasonable end necenery ateps authcrent to produce compliance as soon as re .. onably practical. 

LENDER' S RIGHTS . Upon default, lender may declare the entire unpaid prlncrpal balance under thlo Not.e and ell accrued unpaid Interest 
lmmedrately due, end then Borrower wilt pay that amount. 
ATTORNEYS' FEES: EXPENSES. lender may hrra or pay someone elae 10 help collect this Note If Borrower, d0111 not pey. ~<mower will pay 
Lend th 1 ount. This includea, subject to eny lrmlts under applrcable taw, Lender's rea5onable attorneys tees and Le~r I legal upenses 

he::. 1, :'t there is 8 lawsuit, lncludrng reeaonable attorneya' tMI and tegel expenus tor bankruptcy proceed.rngs hncludrng elfona ~o 
:::OOify ~," vecete any automatic stay or Injunction!, and appeals. If not prohibited by applicable law, Borrower also wrll pay any court coats, on 

addrtlon to all other sums provided by law. 
JURY WAIVER . Lander and Borrower hereby waive the right to any Jury trial in any action. proc:eeding, or counte<clelm brought by t ither lender 

or Borrower ageinll the other. 
· b'- l d --~ t th -em not preempted by federal law, the laws of 

GOVERNING LAW This Note wiU be governed by federal llw epploce ,. to an ., ...... o • ••• C ehh 
tho Commonwealth of Kentucky without regard to Its conflicts olllw p<ovloions. This Note has been accepted by l ender In the ommonwo 

of Kentucky. . 
CHOICE OF VENUE. 11 there is 1 lawsuit, Borrower agrees upon Lender's requell to submit to the }urlsdlctron of the courts of Estill County. 

Commonwealth of Kentucky. 
DISHONORED ITEM FEE. Borrower wrll pay a fee to lender of • 25.00 it Borrower makes a payment on Borrower's loon and the check or 
preeuthorized charge with which Borrower pevs is liter dishonored. 
RIGHT OF SETOFF. To the or<tenl permitted by epplrceblo lew, lender reserves a right ol setoff In ell Borrower'a account• w ith Lender (whether 
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checking, &•vlngs, or some other occountJ. Thls Includes all accounts Borrower holds jointly w ith someone else and all accoun·ts Borrower may 
open in the future. However, this does not Include any IRA or Keogh accounts, or any tr ust accoun11 for which setoff would be prohibited by 
law. Borrower authorizes Lender, to the e><tant permitted by applicable law, to c~rge or setoff ell auma owing on the Indebtedness against any 
and all such accounts. 

COLLATERAL. Borrower acknowledges this Note I& secured by All Accounts Receivable now owned or hereafter acquired In the oparetion of 
EstiH County Water District #1 . 

SUCCESSOR INTERESTS. The terms of this Note shall be binding upon Borrower, and upon Borrower'• heirs, peraonol representatlvu, 
successors and assigns, and shall Inure to the benefit of lender and Itt aucceuors end eulgns. 

NOTIFY US OF INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES . Borrower may notify lender If lender 
reports any inaccurate Information about Borrower's accounlls) t o a consumer reporting agency. Borrower's written notice describing the 
speciflc inaccuracy(ies) should be sent to Lender at the lollowing address: Citizens Guaranty Bank A Real Community Bank, P.O. Box 630 Irvine, 
KY 40336-0630. 

GENERAL PROVISIONS. If any part ol this Note cannot be enforced, this fact wtA not affect the rest ol the Note. lender may delay or forgo 
enforcing any of Its rights or remediea under thi s Note without losing them. Borrower and any other person who signa, guar1ntees or endorsee 
this Note, to the e><tent allowed by lew, waive presentment, demand for payment, and notice of cftShonor. 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, accommodet.ion moiler or 
endorser, shell be releeaed from liability. All auch parties agree that lender may renew or extend (repeatedly and for any length of time) this 
loan or release any petty or guarantor or collateral; or Impair, l ail to rulize upon or perfect Lender 's security intereot in the collateral; end take 
eny other action deemed necessary by lender without the consent of or notice to anyone. All such parties also agree thet Lender may modify 
thla loan without the consent of or notlce to anyone other thon the pony 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. r 

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

BORROWER: 

ESTILL CO WATER DISTRICT 11 

By: 
-,.,..-rry-,M-=-A~rno-.ld",""Soce:-c:-r-:-e:-tiiiY=-:o:-.f-;&=ti'"II'C<:o:-uw"-a=ta=-r iio;.>i:· :::tr::;lct::::--
1 1 

By: 
""'w.=illiam""· --=a.,_a-r"'"d-. "'T"',.-.. --u-re- r-o"'f"'&t=n";'eo-=-"w"-a=t::.,:rou:il::trk:zt:--

', 

By: 
' G"'r:-:a7g'A"'w"'r:c:lgtt=t.""C"ha=trman=:::-o=<r•es=tii;;I;;C"-o::-;:;W"-et=er:-nor.:;s:;:tr;r.lc:::t-
11 

• 



Principal 
$200.305.00 

Ull 
DISBURSEMENT REQUEST AND AUTHORIZATION 

Call i C911 

5 
Account 

10098348 
Initial• 

References if' the boxes above are for Lender's use only and do not fimitthe epplicabilrty of this document to any particular loan or item. 
Any item above conteining • • • • • hes been omined due to text length hmitatlons. 

Borrower: Eatl• Co Wetor District #1 
76 Cedar Grove Rd 
Irvine, KY 40336·7697 

lender: Citizens Guer""ty Bank 
River Drive Bronch 
25 River Drive 
P.O. Box 630 
Irvine, KY 40336-0630 
(6061 723-2139 

LOAN TYPE. This is a Fixed Rate (3.860'11ol Nondiaelosable Loan toe Government Entity for $200,305.00 due on October 30, 2017. 

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

0 Portonal, Family, or Household Purposes or PersonellnvesiJMnt. 

~ Buslneaa llncludlng Rill Eatate lrwutmenU. 

SPECIFIC PURPOSE. The specific purpose of this loen Is: Operating money. 

DISBURSEMENT INSTRUCTIONS . Borrower understands that no loan proceeds will be disbursed until aU of Lender's conditions for making the 
loan have been setiafied. Please disburse the loan proceeds of 4200,305.00 as follows: 

Amount paid to Borrower directly: 
$200,000.00 Lender's Check I 

Other Charges Flnanc:ed: 
. , 0 .00 ucc Filing 

Totol Financed Prepllkt Finance Chorgos: 
$275.00 Commercial Loan Feo 
420.00 Loan Coupon Book 

Note Prlnclpel: 

$200,000.00 

$10.00 

$295.00 

$200,305.00 

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 OCTOBER 31 . 2013. 

BORROWER: 

ESTill CO WATER DISTRICT 11'1 

By: 
'-.~e=rr"'y-oM.-.A-.:rno=ld".'s"'a"'c::re~ta::ry:c-:o7f 7i!Ea::til;;;. lr1C"'o=-w=a::t,-.:r'D~is::t::;ric::t-
# 1 

By: 
'-:Wllli=;:·om-=-6a.::a:-:rd:o.""TY-r-.:•:::es:::w:::a::r-:o:;t"e<.:o:;;ti;;n -;c<:o~w=a;:te:::,;D;;:ia::u:;:ic::;t-

' 1 

By: 
..,G,..r-og-.A'"'W~ri..,gh,..,t-. "'c.-halr= m.,..en,...-o"'f"'u= tl"'n ..,.C'"'o""w=at"'e-, ""D"'Ia"'u""le"'t­,, 



COMMERCIAL SECURITY AGREEMENT 

Principal 
$200,305.00 

Grantor: Eltill Co Water District I 1 
76 Ceder Grow Rd 
kl/lne, KY 40336·7697 

Lender: Citizens Gu.,enty Bani! 
River Drlw Branch 
25 River Drive 
P.O. Box 630 
Irvine, KY 40336-0630 
1606} 723· 2139 

Initials 

THIS COMMERCIAL SECURITY AGREEMENT dated Oe1ober 31 , 20 13, il made and executed between EltBI Co Water Disllic t 1 1 !"Grantor"} 
and Citiuno Guaranty Bank l"lender"}. 

GRANT OF SECURITY INTEREST. For valuable consideration, Grant01 grants 10 l ander a llc .. ity lntertll In the Collateral to 11cure the 
lndabtednen and agre11 that lander ahaft heve the rightl atalld In lhil Agr .. manl with respect to the Collatarel. In addition to all other rights 
which l ender may htva by law. 

COUATERAL DESCRIPTION. The word "Collatartl" as used in this Agreement meana the following described PfOperty, whether now owned 01 

hereaher acquired, whether now existing or hereaher erising, end wherever located, In which Grantor il giving to Lender a security lnttrest f01 
the payment of the Indebtedness and performance of all other obligations under the Note and this Agreement: 

A• Accounu Receivable now owned 01 hereafter acquired In the opwatlon of Ellill County Water Dlttrlet 11 

In addillOn, the word "Collateral" also Include• all the lollowing, whether now owned or hereafter acquired, whether now exiltlng or hereafter 
a rising, and wherever located: 

lA) All accessions, anechmonts. acceasorlet, replacementS of end additions to any o l the collateral deacrlbed herein. whether added now 
or later. 

I B) All products end produce ol any of the propeny described In this Collaterel section. 

IC} AU account•. general lntengibles, instruments, rents, monies, payments, and all other righta, anslng out of a sole, leuo, conaognmont 
01 other diaposltion of any of the propeny described In this Collateral section. 

ID} An proceed• (including lnaurance p~ocoeds} from the sale, deatructlon, lou, or other disposition of eny of the propeny described In thla 
Coftaterel section, and sumo due from I third pony who has damaged 01 destroyed tho Collateral Of from that party's insurer, whether due 
to judgment, settlement or o ther l)(ocesa. 

IE} All records and data relating to any of the p1openy deacribed In this Collateral section, whether In the form of a writing, photogtaph. 
mlcrofolm. microfiche, or electronlc media, together with ell o l Grant01'1 right, title, and lntereat In 1nd to all computer software required to 
utohze, create, maintain, and process any such records or data on electronic media. 

RIGHT OF SETOFF. To the extent permitted by applicable lew, l ender reserves a right o l setoff In all Grantor"s accounts with Lender !whether 
check.ng, uvingo, or some other account!. This lncludas all accounu Gran101 holdt jointly wllh aomeone else and all accounts Grantor may 
open in the futuro. However, this does not include any IRA or Keogh accounts, or any trull accounts tor Which setoff would be prohiboted by 
law. Grantor authorizes lender, to tho extent permitted by applicable law, to charge or setoff 111 aums owong on the Indebtedness agaonst any 
1nd all auch accounts. 

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL With rupect to the Collateral, Grantor reprennto 
and p~omlaes to lender that: 

PtrhoCllon of Security lntaraot. Grantor agrees to toke whatever action• are requested by Lender to perfect and continue Lender's security 
lnterell In the Collateral. Upon reque11 of Lender, Grantor wiN deliver 10 Landor any and all of the documents evidencing 01 constituting the 
Collateral, 1nd Grantor will note Lender's Interest upon any and all ch1ttel p1per end instrumen11 If not delivered to l ender for pouenlon 
by Lender. 

Noticao 10 l ender. Grantor wUI promptly notify Landor In wri ting at Lender's address shown above (or auch o ther addresses as Lender may 
designate from lime to time) prior to any (1} change In Grantor'• name: 121 change In Grant01 '1 auumed bualneu namolsl; 13) change 
In the structure of tho entity Grantor; (4} change In the authorized slgnerls); 15) chango In Grantor's p<lnclpal office address; (6} change 
In Grent01's l)(incipel residence; (7} convoroion of Grantor to a new or dillerent typo of business entity; or 18} change in any other aspect 
of Grantor that direC"tly or Indirectly relates to any agreements between Grantor and Lender. No chango in Grantor's name will take affect 
until ahar Landor hes received notice. 

No Violation. The execut ion and debvery of this Agreement will not violate any law or agreement governing Grantor or to whlch Grantor Is 
• pa.ty. 

Enf01caabllity of Colateral. To the extent the Collateral consosts of accounts, chattel paper, or general intangibles. as defined by the 
Unlform Commercial Code, the Collateral Is enforceable In accordance with Its terms, Is genuine, and tully complies with all applicable lews 
and regulations concerning form, content and manner ol preparation and execution. and ell persona appearing to be obligated on the 
Collateral have authority and capacity to contreC1 and e re In fact obligated as they appear to bo on tho Collateral. At the time any account 
becomes aubject to e security Interest In favor of Lender, tho account shall be e good end valid account representing an undisputed, bona 
fide Indebtedness Incurred by the account debtor, lor merchandise held aubject to delivery lnotructlona or previously shipped or detivored 
pursuant to a contract of sale, or for services previously performed by Gtantor with or tor the account debtor. So long es this Agreement 
remains In effect, Grantor shan no\, without Lender's prior wrinen consent. compromise, settle, adjust, or extend payment under 0< with 
regard to anv such Accounts. There shan be no setofls or counterclaims againat any of the Collatartl, and no agreement •hill have been 
made under which any deductions or doscounts may be claimed concerning the Collateral except those discloaod to Lender in wntlng. 

Loutlon of the Collateral. Except In the ordinaty course of Grantor 's businus. Grantor agrees 10 keep the Collateral tor to the extent the 
Collateral conaists ot Intangible property ouch as accounts 01 general lntengobles, the records concerning the Collateral} at Grontor 's 
address shown above or at ouch other locotlons as are acceptable to Lender. Upon lender's request, Grantor will deliver 10 Lender In form 
aatlsfaclory to Lender a schedule of real propeniea and Collaterlllocttions relating to Grantor' s operations, lncludong without limitation the 
following: (1) all reel property Grentor owns or Ia purchaalng: 121 all real propeny Grantor Ia renting or leasing: 13} all storage lacolltles 
GrantO< owna, rents. teases. or uses ; and (41 all other proportiea where Collateral ia or may be located. 

Removal of tha Collateral. Except In the ordinary course of Grantor' a bualneu, Grantor shall not remove the Collateral from its existing 
location without Lender's prior written consent. Grantor shall. whenever requested, edvlso Lender of the exact location ol the Collateral. 

Transactiono Involving Cobttral. Except tor inventory sold or accountt collected In the ordinary course of Grantor 's buaineu. or 11 
otherwise provided for In this Agreement, Grantor shell ~~ sell, ofler to sell, or otherwise transl~r 0< doa~ae ~f the Collateral. Grantor 
ahe.U not pledge, mortgage, encumber or otherwise permol the Colleterel to be oub)ect t~ any hen, aecuroty ontores~ encumbrance, .o r 
charge, other then the 18c,.ity interoll provided for In this Agreement, without the pnor wronen consent of lender. This oncludes securoty 
intereall even If junior in right 10 the aecunty interests granted under thos Agreement. Unless waived by Lender. all p10ceada from any 
dosposltoon of the Collateral lfor whatever reason} shell be held In trust for Landor and shan not. be commingled with any other funds ; 
p10vided however, this requirement shall not constitute consent by lender 10 any aalo or other doaposltion Upon receipt. Grant01 shell 
Immediately delover any such proceeds 10 Lender. 
Title. Gtlntor represents end warrants to Lender that Grantor holds good and morketabl~ title to the Collateral, tree and ~lear of a ll hens 
and encumbrances except tor tho lien of this Agreement. No lonanciog statement coverong any ot the Collateral Ia on tole In any public 
office other than those which reflect the oecuroty Interest created by thil Agreement or to which Lender hu specifically consented 
Grantor shell defend Lender 's rights In the Collateral against the claoms and demands ot all other peroona. 

Repelra and Maintenance. Grantor agrees to keep and maintain, and to cause others to keep and maintain, the Collot~ral In good order, 
repair end condition at all tomes while this Agreement remains In effect. Grantor furthe r agrees to pay when due all claoiT\$ for work done 
on. or seiVICes rendered or materoal lurnl&hed in connectoon with the Collateral so that no foen or encumbrance may ever enoch 10 or be 
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filed against the Collateral. 

COMMERCIAL SECURITY AGREEMENT 
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inspection of CoHatoral. Lender and Lender·s designated representatives and agents SNII have tt>o right at an reasonable times 10 examine 
and Inspect the Collateral wherever locotad. 

Taxes, Aueuments and Li<uu . . Grantor will pay when due all taxes, assessments end liens upon the Collateral, Its use or operation, upon 
this A~reemont, upon any promossory note or notes ovldenci.ng the lndebtedneu, or upon any of the other Related Documents. Grantor 
may Withhold any such payment or may elect to contest any lien II Grantor is In good fa ith condUCling an eppropriate proceeding 10 contest 
the obligation to pay and so long es Lender·s in terest In the Collateral Is not Jeopardized In Lancler's sole opinion If the Collateral Is 
subjected to a lien ~hich i~ not discharged wit!'in flheen (15) deys. Grentor ahall deposit with Lender celh. a sutf.c"ient corporate surety 
bond or other secunty sabsfectory to Lender 1n an amount edequste to provide lor the discharge of the lien plus any intereat costs 
reasonable lltomeys' lees or other charges that could accrue es e result of foreclosure or sale of the Collateral. In any contest 'Grant..; 
shall defend itself and Lender and shall satisfy any final edverse judgment before enforcement agalost the Collateral. Grantor sheU nome 
Le~r as an additional obligee under any surety bond furnished in the contest proceedings. Grantor further agrees to furnish Lander with 
e~idenca that such taxes, assessments, and govemmental and otllet charges have been paid In hJII and In 0 timely manner. Grantor may 
Withhold any euch payment or may elect to contest any lien If Grantor Is In good faith conducting an appropriate proceeding to contut the 
obligation 10 PlY and 10 long as Lender's intereltln the Collateral is not jeopardlLed. 

Compliance with G~~ornrMntll Requlreme:'ts. Grantor. shalt comply promp.Uy wlth all laws, ordinances, rules and reguletlons of all 
governmental authonttes, now or hereafter 1n effect, apphcable to the ownership, production, disposition. or use of the Collllerel, Including 
all laws or regulations relating to the undue erosion of highly-erodible land or relating to the converelon of wetlands lor 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. 

Ha•ardous Substencu . 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 ot any Envlronmentel Laws or for the generation, manufacture, storage, transportation, 
treatment, disposal, release or threatened release of any Hazardous Substance. The representations and warranties contained herein are 
based on Grantor's due diligence In Investigating the Collateral lor Hazardous Substances . Grantor hereby (1) releases and waives eny 
future clelms egainll Lender lor indemnity or contribution In the event Grantor becomes Hable lor cleanup or othor costa under any 
Environmental Lows, end 121 agrees to Indemnify, defend, and hold harmless Lander against any and eU clalma and Iones resulting from 1 

breach of this provision of this Agreement. This obligation to indemnify and defend shall survive the payment of the lndebtedneu and the 
satisfaction of this Agreement. 

Mlintenance of Casualty lnsu11nce. Grantor shaU procure end malntein II riskt insurance, including without limitation lire, lhefl and 
liabaity coverage together with such ott>or Insurance es Lender may require with respect to the Conatelll, in form, amounts, coverages and 
basis reasonably acceptable to Lender and issued by a company or companies reuonably acceptable to Lender. Grantor, upon request ol 
lender. will deliver to Lencler from time to time the poficles or cartificatu of Insurance In form satisfactory to Lender, Including nipulations 
that coverages will not be cancelled or d"tmlnlshed without at least ten 11 01 days' prior wrtnen notice to Lender a.nd not includir>g any 
disclaimer of the Insurer's liability lor failure to give such a notice. Each lnsurence policy also shall Include on endorsement providing thlt 
coverage In favor o1 Lender will not be impaired in any way by any act, omluion or default of Grantor Of any other person. In connection 
with ell policies covering assets In which Lender holds or is offered a oecur•ty Interest, Grantor will provide Lender with such loss payable 
or other endorsements as Lender may require. II Grantor at any time falls 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 It Lender so chooses 
•single Interest insurance, • which will cover only Lender 's lnterell in the Collateral. 

Appliution of lnaurance Proceeds. Grantor shell promptly notify Lender of any loss or damage to the Collateral It tho estimated colt of 
repair or replacement exceeda 6000, 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) deys of the casualty. All proceeds ot any Insurance on the Collateral. including accrued proceeds 
thereon, shan be held by Lencler as pert of the Collateral. II Lender consents to repair or replacement of the damaged or destroyed 
Collateral, Lender shell, upon eatisfectoty proof of expenditure, pay or reimburse Grantor from the proceeds lor the reasonable cost of 
1epelr or restoration. II Lender doel rot consent to repair or replacement of tha Colleteral, Lencler shall retain a sufficient amount of the 
prOGeeds to pey all of the Indebtedness, and sheD pay the balance to Grantor. Aroy proceeds which hove not been disbursed within six (6) 
montha alter thelr receipt end which Grantor has not committed to the repair or re11oret ion of the CoMateral shall be uud to prepay the 
Indebtedness. 

lnaurence Reserves. Lender may require Grantor to mainteln with Lander reserves lor payment ol inaurence premiums, which ruerves shell 
be created by monthly payments from Grantor of a sum estimoted by Lender to be sufficient to produce, at least fifteen 1151 days before 
the premium due date, amounts at least equal to the Insurance premiums to be paid. If tlfleen (15) days bslora payment Is due, the reserve 
funds are Insufficient, Grantor shaH upon demand pay any deficiency to Lencler. The reserve lunda shall be held by Lender as a general 
deposit and shall constitute a non·interell·bearing account which Lencler may satis ty by payment of the Insurance premiums required to be 
paid by Grantor as they become due. Lander does not hold the reserve funds In trust lor Grantor, and Lander Is not the agent of Grantor 
lor payment of tha Insurance premiums required to be peld by Grantor. Tha responsibility for tN payment of premiums shell remain 
Grantor's sole responsibility. 

Insurance Reports . Grantor, upon request of lender, shall furnioh to Lender reports on each exist ing policy of insurance showing such 
information as Lender may reuonebty requelllncluding the following: 11) the nome of the Insurer; (21 the risks insured; 131 the amount 
o f the pollcy; 141 the property Insured; (61 the then cunent value on the basis of which Insurance hes been obtained and the manner of 
determining that value; and 161 the expira tion date of the policy. In addition. Grantor shea upon request by Lender !however not more 
often tNn annually) have en Independent appraioer satisfactory to Lender determine, as applicable, the cosh value or replacement cost of 
the CoUater at. 

Financing Statements. Grantor authorizes Lender to file a UCC finonclng stllement, or alternallvely, a copy of this Agreement to perfect 
Lender·a security Interest. At Lander 's request, Grantor e.dditionaUy agrees to sign all other documents thet are necessary to perfect. 
prote<:t. and continue Lender· a security Interest In the Property. Grantor will pay a ll filing fees, title transfer fees, end other fees and costs 
in11olved unless prohibited by law or unleu Lander Ia required by law to pay •uch fees and costs. Grantor irrevocably appoints Lencler to 
execute documents necessary to transfer title If there is a default. Lendtt may file a copy of this Agreement as a financing statement. 

GRANTOR"$ RIGHT TO POSSESSION AND TO COUECT ACCOUNTS. Until default end except as otherwise provided below with respect to 
accounts, Grantor may have poueuion of the tangible personal property and beneticlal use of e ll the Collateral end may use it In any lawlul 
manner not Inconsistent with this Agreement or the Related Documents, provided that Grantor" a right to possession end berellclel use shaM not 
apply to any Collateral where poueuion of the Collateral by Lender Is required by law to perfect Lender's security lntcreet In such Collateral. 
UntU otherwise notified by Lender, Grantor may collect any of the Collateral consisting of accounts. At any time and even though no Event of 
Default ex•sts. Lender may ellerclse Its rights to collect the accounll end to notify account debtors to make payments directly to Lender tor 
appllcetion to the Indebtedness. If Lender at any time has poaseulon of any Conatelll, whether before or al ter en Event of Default, Lender shall 
be deemed to have uercised reasonable cere in the cu11ody and preurvation of the Collateral if Lender takes such action for that purpose 11 
Grantor shall request or as Lender, In Lender's sole discretion, shall deem appropriate under the circumstances, but feilure to honor eny requell 
by Grantor shell not ot it.self be deemed to be a faHure to exercise reasonable cere. Lender ahall not be required to take any steps necessary to 
preserve any rights In the Collateral against prior parties, nor to prote<:t, preserve or maintain any aecur•ty interest given to secure the 
Indebtedness. 

LENDER'S EXPENDITURES. If any action or proceeding Ia commenced that would materially affect Lender 's Interest in the CoUatetel 01 If 
Grantor tails to comply with any provision of this Agreement or any Related Documenll, Including but not limited to Grantor's faUura to 
diacharge or pay when due any amounu Grentor is required to diScharge or pay under this Agreement or any Related Documents, Lender on 
Grantor' s behalf may (but shall not be obligated tol taka any actlon that Lender deems appropriate, Including but not limited to discharging or 
paying all texas, liens, security Interests, encumbrances end other claims, at any time levied or placed on the Collaterel and paying eU costs for 
insuring, maintaining and preoerving the Collateral. All such expenditures Incurred or paid by Lender lor such purposes will then bear interest at 
the rete charged under the Note I rom the data incuned or paid by Lender to the date of repayment by Grantor. All such axpenua will become o 
pan of the Indebtedness and, at Lander' s option, will lA) be pay8ble on demend: 181 be added to the balancs of the Note and be apportioned 
among and be payable with any Installment payments to become due during either (1) the torm of any applicable Insurance policy; or 12) the 
remaining term of the Note; or tCl be treated as a balloon payment which will be due and payable at the Note 's maturity. The Agreement also 
will secure payment of these amounts. i eh right shall be In addition to all other rights an~dies to which Lender may be entitled upon 
Default. • 
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DEFAULT. Eech of the following shall constitute on Event of Default under this Agreement: 

Poyment Default. Grantor failt to make any payment when due under the lndebtedneu. 

Page 3 

ou..r Dofeulta. Grantor tails to comply with or to perform any other term, obftgation, covenant or condition contained In this AgrMment or 
In ony of the Related Documents or to comply with or to perform any term, obligatiOn, covenont or condition contained In ony other 
lilrtement between Lender and Grontor. 

False Stotomant&. Any warranty, repruentotiOn or atelemont made or furnished to l ender by Grantor or on Grenier's behalf under this 
Agreement or the Rela ted Documents Is lalu or misleading In any material respect. either now or 11 the time mode or furnished or becomes 
false or misleading et any time thereafter. 

Defective Collaterallzotlon. This Agreement or eny ol the Related Documenll ceases to be In fuU Ioree and eflect (including lallwe of any 
collateral document to create a valid and perfected aecurity Interest or lien) at any time and for any reason. 

lnoolvency. The Insolvency of Grantor, the appointment of a receiver lor any port of Grantor's property, any assignment lor the benefit ol 
creditors, any type of cred itor workout. or the commencement ol any proceeding under any bonl<ruptcy or Insolvency laws by or ogainll 
Grentor. 

Creditor or Fort.;, ... ProcMdings. Commencement of foreclOsure or forfeiture proceedings, whether by judicial proceeding, aelf·help, 
repossessiOn or ony o ther method, by ony creditor of Grantor or by any govommental agency againat any collateral securing the 
Indebtedness. This includes a garnishment of ony of Grontor'a accoun11, lncludong deposit accounll, with Lender. However. this Event of 
Del1uh shall not apply if there Ia a good faith dispute by Grantor as to the validity or reason~~bleneu of the clllm which it the beals of tho 
crodnor or forfeiture proceeding and II Grontor gives Lender wrinen notice of the crednor or lorfeoture proceeding end deposits with Lender 
monies or a surety bond lor the cradotor or forfeiture proceeding, in In •mount de termined by Lender, In Its sole discretion, as being an 
adequate reserve or bond for the dltpute. 

Events Affecting Guarant O<. Any of the preceding evento occurs with respect to eny guarantor, endorser, .surety, or accommodation p1ny 
ol any ol the Indebtedness or guerantor, endorser, t uretv, or accommodation peny dies or becomes incompetent or revokes or disputes the 
validity of, or liability under, any Guatlnty olthe Indebtedness. 

Advene Change. A materlal edvetle change occurs In Grantor 's liNnciel condition, or Lender believes the prospect of peyment 0< 
perform1nce of the lndebtedneu Is Impaired. 

Insecurity. Lender in good faith believe• iuelf Insecure. 

Cure Provisions. 11 any defaUlt, other than 1 default in payment Is cutlble and II Grentor has not been given a notice of a breach of the 
same provision of this Agreement within the preceding twelve n 21 months, It may be cured II Grantor, alter Lender sends wrinen notica to 
Gt1ntor demanding cure of such defaUlt: 111 cures the default within thirty C301 days; or 121 if the cure requires more than thirty 1301 
days, immediately initiate• s teps whoch Lender deems In Lender's sole discretion to be sulloclent 10 cure the defeuh and therulter 
continues lnd completes all reesonoble and neceuery steps sufficient to produce compliance u aeon as reuorw~bly practical. 

RIGHTS AND REMEDIES ON OEFAVLT. 11 an Event ol Default occurs under this Agreement. at any time thereafter. Lender shell have all the 
rights of a oecured party under the Kentucky Uniform Commerc ial Code. In addition and without limitation, Landor may exercise any one or 
more of the following rights end remedies: 

Accelerate lndebtodneu. Lender mty declare the entire lndebtedneu, Including any prepayment pen~~l ty which Grantor would be required 
10 p1y, immedlllely due end payable. without notice of any kind to Grantor. 

Aosemble Colletoral. Lender may requue Grantor to deliver to Lender 111 or any portion of the Col1ttera1 1nd 1ny and ell cettiliclles of titje 
1nd othlft tlocuments relating to the CoUateral. Lender may requite Grantor to assemble the Collatttll and m1ke It avaltable to Lender 11 a 
pl1ce to be designated by Lender. Lander also shall have tun power to enter upon the property of Gt1ntor to take possession ol lnd 
remove the Collateral. If the Collatetll con11ins other goods not covered by this Agreement 11 the time of reposaeulon, Gt~ntor liltles 
Lender m1y like such other goods. provided that Lender makes reason~~ble efforts to return them to Gtlntor alter repossession. 

sen the Colleteral. Lender shall have lull power to sell, lease. tranafer, or otherwise deal with the Collaterel Or proceeds thereof in Lender's 
own name or that of Grantor. Lender may 1811 the Collateral at public auctiOn or private sale. Unlen the Collateral threatens to decliN 
speedoly In value or Is of a type cuatomarily sold on e recognized market, Lender will give Grantor, tnd other persons as required by ltw, 
r auon~~ble notice of t he time and place ol any public sale. or the time 11tar which any private ule or any Other d isposit ion of the Collateral 
Is to be made. However, no notice need be provided to any person who, alter Event of Default occurs, entoro Into end authenticates an 
agreement waiving thet person's right to notification of sale. The requlreme.nll of reasonable notice shall be met if s uch notice Is given 11 
least ten 1101 days before the time of the sate or disposition. AU upenses relating to the d isposition of the Collateral, Including without 
limitatiOn the expenses of retaking, holdtng, insuring, preparing lor sale tnd oelllng the Collateral, shell become a part of the Indebtedness 
secured by this Agreement end eheft be payable on demand, with interest lithe Note rata from date of eKpendltura until repeld. 

Appoint Receiver. Lender shall have the rlgl>t to have 1 receiver appointed 10 11ke possessiOn of all or any pen of the Collateral, wnh the 
power 10 protect end preserve the Collateral, to operate the Collltoral precedong foreclosure or sale, end to collect the rents from the 
Colllteral and apply the proceeds, over and 1bove the cost of the receivership. ogalnat the Indebtedness. The receiver may ••rve without 
bond 11 permlned by law. Lender's right to the appointment of a receiver shtll ••ist whether or not the apparent v1h1e of the Collatatll 
exceeds the Indebtedness by a subetantoll lmount. Employment by Lender shall not disqualify a petlon from serving as a receiver. 

CoUect Revenues. Apply Accounts. Lender, either ltoell or through • receiver, may collect the peymenll, renll, incomo. end revenues from 
the Collateral. Lender may et anv time in Lender's discretion ttlnsfer 1ny Collateral Into Lender's own ntme or that of Lender's nomonee 
and receive the payments, rents, Income, end revenues therefrom and hold the same as security lor the Indebtedness or apply It to 
payment of the Indebtedness In such order of preference ea Lender may determine. Insofar 11 the Colllterel consists of accounts, general 
lnttnglbles, insurance policies, lnltruments, chattel paper, choses In action, or aimiler property, Lender mey demand, collect, receipt lor. 
settle, compromise, adjust, sue lor, foreclose, or realize on the Collateral as Lender may determine, whether or not lndebtednen or 
CoHoteral Is then due. For these purpoaas, Lender may, on behllf of 1nd in the name of Grantor, receive, open and dispose ol mail 
tddreued to Grantor; change any eddrass to which moil and payments ere 10 be sent; end endorM notes. check!·. drafts. ~Y orders, 
documenll of title. Instruments and itema pertaining to payment, shipment, or Jlorage of any Coll4teral. To fecohtete collectoon, Lender 
may notify 1ccount debtotl end obligora on any CoUaterelto meke p1yments dtrectly to lender. 

Obtain Do fie Ieney. 11 Lender chooses to ••• any or 111 o f the Collateral, Landor may obtain • Judgment 1g1inst Gren.tor for any defocoenc;v 
remaining on the Indebtedness due to Lender alter applicetion of •II 1mounta received from the exerclae of the roghts provided In thos 
Agreement. Grantor s hall be liable tor a deficiency even If the ttlnsactiOn descrobed in this 11.0saction I& a aele of eccoun11 or chattel 
paper. 
Othlt Rights and Remedies. Lender shell have all the rights end remedoes of a secured cradltor under the provi$ions ol the Uniform 
Commercial Code, as may be amended from time to time. In addition, Lender shell have and may exercise eny or all other rlghll end 
remedies It may have available at ltw. In equoly, or ott.erwisa. 
Election of Remedies. Except 11 m1y be prohibited by epplictble taw, all of l ender' s rights end remedies, whether evidenced by '!'i' 
Agreement. the Rallied Documents, or by ony other writing, shall be cumulative end may be uerclsed singularly or concurrently. Electoon 
by Lender to pursue 1ny remedy shan not exclude pursuit of any other remedy, end en election to make eKpa~otu.res or to take tction to 
perform an obligatiOn of Grantor under thos Agreement, eher Gtlntor 1 loHure to perform, shall not effect Lender s roght to declare I default 

and exerc••• itt remedies . 
MISCELLANEOUS PROVISIONS. The following miscellaneous provisions 1te • port of this Agreement: 

Amendments This Agreement together with 1ny Related Documents, constltutel the entire understanding end agreement of ~ parties 

81 
to the ma~ers set forth In thts Agreement. No alteration of or amendment to this Agreement shell be e fleclive unless given on wrotong 

end signed by the party or parties sought to be charged or bound by the eharotiOn or amendment. 

Attorne s' Fles· Expenses. Grentor egreu 10 pey upon demand all ot Lender's costt and exponaes, Including Lender's re11oneble 
•norne:s· feel ~nd Lender's legit expenses. incurred in coMoction with the enforcement of this Agreement . Lender may hire or pay 
someone elae to help enforce this Agreement, end Grantor shell poy the costs lnd expenses of ! uch enforcement. Costs and. •,xpens: 
Include lender's ressoneble ettorneys' fees lnd legal expenses whether or not tt>ere Is a lewsuot, oncludlng raasorw~!>l• anorneys ees • 
legal expenses lor bankruptcy proceedings foncludong efforts to mod1fy or vacete any eutomttoc stay or onrunc toonl, appeals . end any 
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antlclpeted post·judgmenl collection services. Grentor also shell pey all coun cosiS and such addoUonal fees as may be directed by the 
coun. 

C.pt_~on H .. din?s . Caption headings In thos Agreement are for convenience purposes only and a.re not to be used to interpret or defone the 
provoslona of thos Agreement. 

Go-nin9 Llw. This Agreement wil be governed by fedorel law eppliceblo to Lender and, to the anent not p<oempted by feclerll law the 
laws of the Commonwolllth of Kentucky without rog.,d to Its eonllicU of law p<oYislona. This Agr .. ment hu been accepted by le. In 
the Commonwealth of Kentucky. 

Choice of Venue. If there Is a lawsuit, Grantor agrees upon lander's requell to submit to the jurisdiction of the coons of Estill Counry 
Commonwealth of Kentucky. ' 

No w .llvor by l endor. Lender shall not be deemed to he~~e waived any rights under this Agreement unleu such waiver is given In writing 
and sogned by Le~er, No delay or omlss~n on the part of Lender In exercising any right shell operlle as e waiver o f such right or ony 
other right .. A w11ver by Lender of a provosion of this Agreement shall not prejudice or constitute a waiver of Lender's right otherwise to 
dem.and stroct compliance with that provision o~ ony other provision of this Agreement. No prior waiver by Lender, nor any course of 
deahng between Lender and Grtntor, shell cor•nnute a waiver of any o f lander's righta or of any of Grantor's obligations a s to any future 
transactions. ~never the consent of lander Is raqui~ed under this Agreement. the granting of such consent by Lander 1n any lnstenca 
ahal not conatotute continuing conaent to subsequent onstances where auch consent ia required end In a ll ctsos such COnHnt may be 
g. anted or withheld In the sole discretion of Lendet. 

Notices. Any notice required to be given under this Agreement sheD be given In writing. and shell be effective when actually dehvered, 
when actually received by telefacsimlle lunlen otherwise required by lawl, when deposited with a nationally recognized overnight courier, 
or, if mailed, when deposited In the United States mall , as first crus. certifoed or rogillered man postoge prepeid, directed to the eddreuu 
shOwn near the beginning of this Agreement. Any party may change Its address for notices under thia Agreement by g iving formal written 
notice to the other partiet, 1pecifying thll the purpose of the notice Is to chango the pony's address. For notice purposes Grantor agrees 
to keep Lender Informed at an times of Grantor's current address. Unleu otherwise provided or required by lew, If there i~ more then one 
Grentor, eny notice given by lander to eny Grantor Is deemed to be notice given to all Grantors. 

Power of Anomey. Grantor hereby appoints Lender 11 Grantor 's Irrevocable anomey-ln-fact for the purpose of executing any documenll 
necesury to perfect. amend, or to continue the 1ecurity lnttrall granted in this Agreement or to dtmlnd termination of filings of other 
secured perties. Lender may 11 any time, and without tunher authOrization from Grantor, lola a carbon, photographic or other reproduction 
of any financing lletement or of this Agreement for usa as 1 financing stetement. Grantor wftl reimbUrse Linder tor all e><pen1e 1 for the 
perfection and the continuation of the perfec tion of lander 's security interest In the Collltoral. 

Sover8bllity. If a court of competent jurisdiction fonds any p<ovisJOn ol thio Agreement to be Riegel, inva lid, or unenforceable 11 to any 
circumstance, that finding shell not make the offending provision illegal, lnvotld, or unentorcaable es to any other circumllanco. 11 feuible, 
tho offending provision shell 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 lllegahty, Invalidity, or unenforceobitity 
of any provision of this Agreement shall not affect the legaloty, validity or enforceabiUty of any other provioion of this Agreement. 

Succeuors and Aulgns. Subject to any lomltatlons stated In this Agreement on transfer of Grantor's lnterell, thla Agreement ohtll be 
blndong upon and Inure to the benefit ol the parties, their ouccusors and euigns. If ownership of the Collateral becomes vested in e 
person other then Grantor, Lender, without notlC41 to Grantor, may dati with Gre.ntor'a succeuors with refaranco to this Agreement and the 
lndebtedne11 by way of forbearance or extonoion without releuing Grantor from the obligttlona of this Agreement or liability under the 
lndebtedneu. 

Sunnval of Roprasontatlonl and W~t<enlioe. All rep<esentlliona, worrenties, and agreements made by Grantor In this Agreement ohell 
sunnve the execution and delivery of this Agreement, shell be continuing in natiXa, and shall remain In fuU force and effect until such time 
•• Grontor's Indebtedness shell be paid In full. 

Tlmo Ia of the Euonce. Time Is of the essence in the performance o f this Agreement. 

Wolve J ury. AD par1ies to t his Agroomenl heroby wolve the right to ony jury trill in ony action. p<oceedlng, or countorclaim brought by ony 
peny ogiMnll any other porty. 

DEFINITIONS . The following capitalized words and termo s hall have the following meanings when used In this Agreement. Unleu specifically 
stlled to the contrary, all references to dollar amoun11 shell mean amounts In lewfut money of the United Statu of America. Words and terms 
uoed in the olngular shall Include the plural, end the plural shall inclUde the a inguler, as the context may require. Words and terms not Otherwise 
defined in this Agreement ohall have the meanings attributed to such terms in the Uniform Commercial Code: 

Agreement. The word • Agreement• meona this Commercial Security Agreement. 11 this Commerclel Security Agreement mey be amended 
or modified lrom lime to lime, together w ith all exhibits and schedules eneched to this Commercial Securoty Agreement from t ime ro time. 

Borro-r. The w ord "Borrower• means Estill Co Water District 11 and includes ell co-signers end co-makers signing the Note and eM lheot 
aucc:.soorw end enlgns. 

Colatorel. The word "Collaterel" me1ns aU of Grantor'• right, title end interest In and to ell the CoUttoral as daacribed in the Colleteral 
Description oectlon of this AgrMment. 

Dofault. The w o rd "Default" means the Defeuft aet forth In this Agreement in the section tilled "Oefeutt•. 

Envifonmentll Lews. The words "Environmental Laws· mean any and all ttete, federal and local atetutes, regulations end ordinances 
reletlng to the protection of human health or the environment, Including without limitation the Comp<ehens!ve Environmental Responao, 
Compensation, end Liability Act of 1980, as amended, 42 U.S .C. Section 9601, at soq, (" CERCLA"I, the Superfund Amendments and 
ReauthOrization Act of 1986, Pub. L. No. 99-499 ("SARA"), the Hazardous Materials Transportation Act, 49 U.S .C. Section 1801 , etseq .. 
the Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq., or other applicable llete or fedorel laws, rules, or 
regutationa adopted pursuant thereto. 

Event of Default. The words "Event of Oefeuft" mean any of the events of default set forth In thls Agreement In t he default sectiOn of this 
Agreement. 

Grrontor. The word "Grantor• meeno Estill Co Water District 11 . 

Gua<enty. The word "Guaranty· means the guaranty from guerantor, endorser, ourety, or accommodation pany to Lender, lncludong 
without llmllltion a guaranty of all or pen of the Note. 

Haxerdoua Substances. The words "Hnardoua Substanc11" mean materiels thet, because of their quantity, concentration or phyalcal, 
chemlcel or Infectious characteoillica, may cause or pose a present or potential ha~ard to human health or the environment when 
improperly used, treated, atored, disposed ol, generated, manufectured, trenoponed or otherwise handled. The words "Haurdouo 
Substances• are used in their very broedeat sense and include without fimhedon any and all tlezardoue or to1dc aubnencea, materiels or 
Wille es defined by or listed under the Environmental Laws. The term "Hourdous Substencea• allo onch.Kies. withoutllmltetlon, petroleum 
end petroleum by-products or any trectlon thereof end asbestos. 

lndtbtoclnen. The word "lndebtedneu" means the lndebtadneas evldtncod by the Note or Related Documents, Including ell prfnCIIIal and 
Interest together woth all other lndobte<lnell end coats end expens11 for which Grentor is responaible under this Agreement or under any of 
the Reloted Documenll. 

Lender. The word "Lander• means Citizens Guaranty Bank. its s uccessoro and eulgns. 

Note. The word ' Note ' means the Note dated October 31, 2013 and e•ecuted by Estill Co Weter District 11 in the principal emount ol 
t200,305.00, together with all renew els of. extensions of, modifications o f, refinancings of, consolidations of, and substltutiono for the 
note or credit agreement. 

Propeny. The word 'Property• means elf of Grantor' • right , title and lntereat in end to elf thO Property es described In the 'Colleterel 
Description' secoon of this Agreement. 

Rot.tad Documents. The words "R 
egreements. guerenties, security eg 

d Documentt" mean el promissory notes, creAgreemenll, loa n agreemento, environmental 
nts. mong~ges, deeds of trust, security deeds- lateral mongages, end an other instruments, 
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egreementa end documents, whether now or ho<eeftor oJdaling, executed In connection with the lndebtedneu. 

Pege 5 

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 11 

Bv:..,...--...-......,.=-,.,=~,....,.....,=..,..,.......,=c-==~ Jerry M Arnold, Secretary of Estill Co Wotor Disulct 
11 

By:-;;;==<==....,..==::--::;-;;:;;U?:::-;w:=-..r.=:::-­WI .. m Boerd, Treuuror ol Eatin CO Wetor DiauiCt 
11 

By:-=--.,-,==-:-:--..,-,=::->:,_,,.,...,,.-.,..,....,...,...,.­
Greg A Wright, Chairmen of Estill CO Weter DiatiiCt ,, 
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10098348 

Initials 

Reference• in the bo><es above are for Lender's use only and do notl.mlt the applicability of this document to any particular loan or item. 

Borrower: 

Any item above containi • • • • • hu been omitted due to text length limitations. 

&till Co Water District 11 
76 Cedar Grove Rd 
lr\rine. KY 40336·7697 

Lender: Citizens GuManty Bank 
River Drive Branch 
25 River Drive 
P.O. Box 630 
lr\rina, KY 40336.0630 
(606) 723-2139 

THIS BUSINESS LOAN AGREEMENT dated October 31. 2013, Is mad& and executed between &tiQ Co Water D~trict 11 ("Borrower") and 
Citizens Guwonty Bonk l"londar"l on the following terms and conditions . 8orrowar has received prior comrnerdaf loans from lander or has 
apptiad to lander fe< • commercial loan or loans or other ftniiOCial accommodations, Including those which may be ckscribed on any exhibit Of 

schedule attached to this Agreement. Borrower understands and agrHs that: IAI In granting, renewing, or extending any Loan, lander is 
relying upon Borrower's fiPJUtntations . warro..U.s. and agreements as sat forth In this AgrHment; IBI the granting, renewing, Of extending 
of any loon by lander 11 all times shaU be 1ubjeet to lander 's se>M judgment and discretion: and CCI .. such Loans shall be and remain subject 
to the terms and conditions of this Agreement. 

TERM. Tha Agreement shall be effectrve es of Octobor 31, 2013, and sheD 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 , lntetest, costS, e><penses, attorneys' fees, and othor 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 
Agreement shan be! subject to the fulfillment to lender's satisfaction of a n of the conditions set fonh In this Agreement and In the Related 
Documents. 

loan Documents. Borrower shall PJOvlde to lender the following documentl for the loan: 111 the Note; 121 Security Agreements 
gtanting to lender security interests In the Collateral; 131 financing Jtatements and all other documents perfecting lender's Security 
lntera•ts; (4) evidence of Insurance a• required below; 151 together with ell auch Related Documents 11 Lender may require for the Loan; 
all in form end •ubatenco ntiJfactory to Lender and Lender'• counsel. 

Be<rowor's Authorizotion. Borrower shall have PJOvidad In fe<m and substance satisfactory to lender properly certified resofutiona, duly 
authorizing the a><ecution and delivery of this Agreement. the Note and the Related Documents. In addition, Borrower shall have P<ovided 
eueh other resotudons, authorizations, documents and Instrument• u Lender or it.c counsel, may require. 

Poymant of F.u and Espensas . Borrower shall have paid to lender all fees , charges, and other upenses which are then due and payable 
as specified on this Agreement or any Related Document. 

RaPJ .. antotiont and Warronties. The rePJeoentatlons and warranties set fonh in this Agreement, in the Related Documents, and In any 
document or certificate delivered to lender under this Agreement ara true and conect. 

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

REPRESENTATIONS AND WARRANTIES . Borrower represents and warrants to Lender, as of the date of thlo Agreement, as oftha date of each 
disbursement of loan proceeds, as of the date of any renewal, extension or modific11lon of any loan, and at all times any Indebtedness existo: 

Orgllniution. Borrower is a governmental entity which ia, end at aU tomes shall be, duly organl~ed, validly e.Usting, e nd In good standong 
under and by virtue ot the laws of the Commonwealth of Kentucky. Borrower Is duly authoflzed to transact business In all other nates in 
which Borrower Is doing busoneu, having obtained all necessary fiUngs, governmental licenses end apPfovals for each state on which 
Borrower is doing business. Spaciflcally, Botrower Is, and at an times shall be, duly qualifoed es e loralgn in aN states In which the I allure to 
so quafily would have a material adverse ellect on its busineu or financial condition. Bonower has the full power and authority to own its 
properties and to transact the business in which It Is presently engaged or presently proposes to engage. BorTOwer maintains en offoc:e at 
76 Cedar Grove Rd. Irvine, KY 40336-7697. Unless Borrower has designated otherwise In writing, the principal office Is the offoce at 
which Borrower keepa its books and records including Its records concerning the Collateral. BorrowOf will notify lender ptlor to any change 
in the location of Bortowar's state of orgenlution or any change in Borrower's name. Borrower shall do eO things necessary to PJUerve 
and to keep In full force and effac t Its existence, rights and ptiVllegu, and shall comply with e h regulations, rute. , ordinances, stetutes, 
orders and decrees of any governmental or quasi-governmental authority or coun appfoceble to Botrower and Borrower' s business activltoeo. 

Assumed Business Names. Borrower has fried or recorded a ll documents or filings required by law relating to all assumed business names 
used by Borrower, Escluding the name of Borrower, the following Is a complete list o f all assumed business names under which Borrower 
does buslneu: None. 

Authoritation. Borrower's execution, delivery, and performance of this Agreement and all the Related Documents have boen duly 
author~ed by all necessary action by Borrower and do not conflict with, result In a violation of, or constitute a default under 11 l any 
provision of any agreement or other Instrument binding upon Borrower or (21 any law, governmental regulation, court decree, or order 
applicable to Borrower or to Borrower's Pfopertles. 

Financial lnfO<matlon. Each of Borrower's hnsncial s tatements supplied to lender truly and completely disclosed Borrower's financial 
condition as of the dote ol the statement, and there hao been no materiel adverse change In Borrower's finaoncial condotlon subsequent to 
the date o f the most recent hnencoel statement supplied to Lender. Borrower has no meterial contingent obllgetions e><cept as disclosed in 
such t inanciola-tetements . 

legal Etfac:t. This Agreement constitutes, and any Instrument or agreement Borrower b required to give under this Agreement when 
delivered wlU consthute legal, valid, and binding obligations of Borrower enforceable against Borrower In accordance with their respectove 
terms. 

Properties . Escept as contemplated by this Agreement or as previously drsclosed In Borrower' s financial stetements or In wnting to lendOf 
end as accepted by Lender, and except for property ta><liens for taxes not presently due and payable. Borrower owns end has gOOd totle to 
aU ol Botrower's PfOpartles free a nd clear of all Security Interests, and has not executed any sacvrity documents or financing ttateme~ts 
relating to such properties. All of Borrower's properties ere titled in Borrower' s legal name, and Borrower has not used or lo led a financong 
statement under any other name for at least the lost five 15) years. 

Hazardous Substances. Except as disclosed to and acknowlodged by Lender in writing, Borrower represents and warrants that: Ill During 
the period of Borrower's ownership o f the Collateral, there has been no use, generation, manufectu<e. storage, treatment, disposal, release 
or threatened release of any Hazardous Substance by any person on, under, about or I rom any of the Collateral. 121 Borrower has no 
knowledge of, or reoson to believe that there has been lal any breach or voolatlon of any Environmentel lawa; fbi any use , generation, 
manufactwa, storage, treatment, dispose!, release or threetaned release of any Hazardous Substance on, und?r, about or from the 
CoUateral by any P<ior owners or occupants of any of the Collateral; or lei any actual or threatened llugauon or claoms of any kind by any 
person relating 10 such mauers. 131 Neither Borrower nor any tenant, contractor, agent or other authorUed user ol any ol the Conateraf 
shaH use, generate, manulactura, ste<e, treat. dispoae of or release eny Hazardous Substance on, under, about or from a~y of the 
CoUatoral; and ar>y •uch ac tivoty shaM be conducted ln compliance whh all apphcable federal, state. end local laws, regulotoons, and 
ordinances Including without limrtatoon all EnVlronmental laws. Borrower authorites Lender and Ita agents to enter upon the Collateral to 

ake such or>spections and tests as lender may doom apPJopriate 10 determine compliance of the Collateral with this secuon of the 
~greement . Any Inspections or tests mode by Lender shall be at Botrower's expense end for lender '• purposes only and shall not be 
construed to c reete any responsobiliry or habiloty on the part ol Lender to Borrower or to any other person. The represantatoons and 
warranties contaoned herein ara based on Botrower' s due diligence In Investigating the Collateral for h~urdous wast~ a~ Hazardous 
Substances Borrower hereby Ill releases end waives any future claims againll Landor tor tndemRlry or contributiOn on the event 
Borrower ~comes liable for cleanup or other costs under any such laws, and 121 agrees t o indemnify, deland, and hold harmless Lender 
against any and all claims, losses, liabilities, damagoa, penaltleo, and expenses which lender mey d~rectly or indirectly s usteon o~ sutler 
esulfng h om 1 breech of this section of the Agreement or " a consequence of any use, generatoon, manufacture, storage, diSposal, 

:eleas'e or threateroed release of 1 hazardous waste or s ubstance on the Collateral . The provisions of this section of the A~reement, 
1 lud ng the obligation 10 indemnity end defend, shall 1urvive the payment of the lndebtodnus end the termlnatoon, e)lPfratlon or 
a':tist~ction ol this Agreement end shall not be attoc:ted by lender's acquisition of any onterest in any ol the Collateral , whether by 
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Lltf~ation and Claims. N;<> lotlgation, claim, investigation, admonfsltative proceeding or similar ectlon !including those lor unpaid texeal 
agaonst Borrower is pendtng or threatened, and no otl\or event hu occ\Kred which may materoally adversely affect Borrower'• financial 
c~tlon or properties, other than lotlgatlon, claims, or otl\or events, II any, !hot have been dlscloaed to end acknowledged by Lender In 
wmong. 

Tuos. To the best o f Borrower's knowledge, all of Borrower'• llx returns and reporta that ere or were required to be filed, have been 
flied , and .all taxes, assessments and other govern~ental charges have been paid ln lu41, except those ll(OSently being or to be contested by 
Borrower on good faith In the ordinary courae of bu10ness and lor which aclequata reserves have been provided. 

l ien Priority. Unless otherwise previously disclosed to Lender In writing, Borrower has not entered into or granted any Security 
Agre~ments, or permitted the f.illng or attachment ol any Securi.ty lntereall on or a ffecting any of the Coftateral directly or indirectly 
securong repayment of Borrower • loan end Note, that would be pnor or that may in any woy be superior to lender's Security lnteresu and 
righllln and to such Collateral. 

Binding Effect. This Agreement, the Note, oft Securily Agreements (if any), and ell Related Document• are binding upon tho olgners 
thereof, as wall as upon their succeuors, representatives and .. signs, and ere legally enforceable in accordance with their respectove 
terms. 

AFFIRMATIVE COVENANTS. Borrower covenants and agrees with lender that , ao long as this Agreement remains on ellect , Borrower will: 

Noticu of CIMna and lit~atlon . Promptly Inform Lender In writing of 11) aH material adverse changes In Borrower's linencial condllion, 
and 12) all existing and ell threatened litigation, claims, investigations, administrative proceedings or slmWar actions e llccting Borrower or 
any Guarantor which could materially effect the flnanclal condition of Bonower or tho flnancial condotion of any Guarantor. 

Financial Recorcla. Maintain its book• end records In accordance with GAAP, applied on a consistent beals, and permit lender to examine 
and audit Borrower's books a nd records at ell reasonable tirooa. 

Financial Stata.,..nts. Furnish Lender with the following: 

Annual Stata.,..nts. As aoon os available, but in no event later than s iXty 1601 days after the end of each fiscal year, Bonower'a 
balance aheat and Income stetement lor the year ended, prepared by Borrower. 

Tax Returna. As soon as available, but ln no event later than arocty 160) days alter the applicable filing date for the tax reporting period 
ended, BorTower's Federal end other governmental tax return•. prel>8red by a te:x professional ntlsfectory to l ender. 

All fonanclal reports required to be provided under thia Agreement shaft be prepared in accordance with GAAP, applied on a consilient 
basis, and certJfled by Borrower 11 being true and correct. 

Additional Information. Furnish such addiuonallnformetlon end atatemenll, •• Lender moy request lrom time to lime. 

lnsur,ance . Maintain lire and other risk Insurance, public liability Insurance, and such other Insurance 11 lender may require with respect to 
Borrower's properties and operations, In form , amounts, coverages and wilh lnturence coml>8nleS acceptable to l ender. Borrower, upon 
request of lender, will deliver to Lender from time to lime the policies or certillcatos of Insurance In form satisfactory to l ander, including 
atipuletlona that coverages will not be cancelled or diminished without etleest ten 11 0) days prior written notice to Lender, Eech Insurance 
policy also shell Include an endorsement providing that coverage In favor of lencler w ill no1 be Impaired in any way by any act, omission or 
default of Borrower o r any other person. In connection wi th ell policies covering essell In which Lender holds or la o llered a oecuri ty 
Interest lor tho loans, Borrower will provide LendB< wi th s uch lender's lou paya ble or other endoraemenls as lender may require . 

lnourenc:o Raporu. Furnish to Lender, upon requcll of Lender, reports on eoch existing lns uronce pollcy showing auch lnformotlon as 
lender may raasonably request, including without limiun lon the following: (1) tM nome of the Insurer; (2) the risks lruureO; (3) the 
amount of the policy; 14) the properties insured; (5) the thon CIKitnt property values on tho bufs ol which Insurance has been obtained, 
and the manner o f determining those value•; aod 161 the expiration date of the policy. In addition, upon request or lender !however not 
more often than annually), Borrower wiD have In independent appraiser ntisfactory to Lender determine, as applicable, the actual cuh 
value or replacernenl cost of any Colllterel. Tho eon of such appraisal aha• be paid by Bo"ower. 

Other Agroamenu . Comply with aft terms end conditions ol • • other agreements, whether now or hereaher existing, between Borrower 
and any other party end notify lender immediately in writing of any clefault In connection with any other such agreements. 

loan Proceeds. Uae ell loan proceeds solely for Borrower's business operatoons, unless specifically consentad to the contrary by Lender In 
writing. 

Tuu. Charge• end liens. Pay and discharge when due all of Its indebtedness and obligations, Including without limitation all assessments, 
taxes, goverrvnental charges, leviea and liens, of every kind end nature, Imposed upon Borrower or its properties , Income, or profits, prior 
to the dale on which penalties would attach, and ell lawful c laims that. II unpaid, might become a lien or charge upon any ol Borrower's 
properties, lncoma, or profits. Provided however, Borrowe r will not be required to pay and discharge any such assessment, tax, chorge, 
levy, lien or claim so lo ng as 11 I the legality o l tM same ohall be contested In good faith by appropriate proceedings. and 12) Borrower 
ohall have eateblished on Borrower's books adequate reserves with respect 10 such contested aueument, tax, charge, levy, lien. or claim 
in accordance with GAAP. 

Perlormone.. Perform end comply, In a timely manner, with all terms, conditions, and provisions set lorth In this Agreement, In tho Related 
Documents, and in all other instrurnenll and agreemenll between Borrower and Lender. Borrower shall notify lender lmmedillely in 
writing of any default in connection with any agreement. 

Operetions. Maintain executive and management personnel with substontillly the same qualofrc11ions and experience as the ll(esent 
executive and management personnel; provide wriuen nottte lo lender of any change in executive and management personnel; conduct its 
busineu affairs in a reuoneble 1nd prudent manner. 

Enllirorvnental Studies . Promptly conduct and complete, et Borrower's expense, all such investiglloons. studies. samplings and testlngs as 
may be requested by lender or any governmental authority relative to any substance, or any waste or by-product ol any aubstanca clefined 
ss toxoc or a hazardous substance under applicable fecleral, state, or local low, rule, regulation, order or direc tive, at or aHecting any 
property or any facility owned, feued or used by Borrower. 

Complionce with Gove rn.,..ntol Roquire.,..nts. Comply with an Jews, ordinances. and reguletlone, now or hereafter In etlect, of all 
governmental euthorlt.if!a applicable to the conduct of Borrower's properties, businesses e nd operations, and to the use or occupancy of the 
Collateral, Including without limitation, tho Americans With Oisabilitif!s Act. Bonower may contest In good faith any s uch lew, ordinance, 
or regulllion and withhold compliance during any proceeding, Including appropriate a ppeals, so long as Borrowe r has notified Lender In 
writing prior to doing so and so long 11, on lender'& sole opinion, Lencler's interests In the Collateral are not jeopordlzed. Lender may 
require Borrower to post adequate sacurltv or a surety bond, reasonably satisfactory to Le nder, to protect Lender 's intorast. 

Inspection. Permit employees or egents ol lender at any reasonable time to Inspect any and aU Colloteral for the Loan or Loans and 
Borrower's other propenies end to examine or audit Borrower'l book.a. eccouma. end record• and to meke copies and memoranda ot 
Bofrower~s booke. accounts, end records. If Borrower now or at eny t.me hereafter maintains any records (including without limneuon 
computer generated records and computer software program• for tho generation ol such records) In the pouenlon ol e third party, 
Borrower. upon requost of Lender, ahall notify such party to permit Lender free access to such recordl II all reasonable tomo1 and to 
provide lender wllh copies ol any records it may request, a ll at Borrower's e)(Jlense. 

EnvirontrMnta l Compliance end Reports. Borrower shaN comply in aP respects with any and all Environmental laws; not cauoe or permit to 
exi11, as a rooult ol an Intent ional or unintentional actlon or omiuion on Borrower'• part or on the part of any third party, on property 
owned and/or occupied by Bo"owor, a ny environmental activity where damage mey result 10 the environment, unless auch environmantel 
actMty Is pursuant to and In comp6anco with the conditions of 1 permit luued by the appropriate federal, lliiO or local governmental 
euthonties: ahall furnish to Lender promptly and In eny event within thirty 1301 days etter receipt thereof a copy ol any notice, summons, 
lien, citation, directive, le tter or other communlcetlon from any governmental agency or lnstrumenlllity concerning any Intentional or 
unintentional octlon or omission on Borrower's part In connection with any envlronmanlll activity whether or not there Is damage to the 
environmont and/or othor natural resoLKcea. 

Additional Au urenc.. . Make, execute and deliver to Lender such promluory notes, mortgages, deeds ol trust, security egreemen11, 
euignmenll, fonanclng stalemente, !,1uments, documents and other agreements as l . or its attorneys may reasonably request to 
evidence and secure the Loans and ' 'Wact all Security Interests. 
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LENDER'S EXPENDITURES. If any action or proceeding is commenced tMt would mewially affect Lender's interest in the Collateral or if 
Borrower falls to comply with any provision of this Agreement or any Related Documants, Including but not limited to Borrower's failure to 
discharge or pay when due any amounts Borrower Ia required to discharge or pay under this Agreement or any Related Documents, Lander on 
Borrower's bet..lf may lbut 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 Collaterel and paying all costs for 
insuring, maintaining and preaerving any Collateral. All such expenditures incurred or paid by lender for such purPQses will then bear Interest at 
the rata charged under the Note from the date Incurred or paid by Lender to the date of repayment by Borrower. All such expenses will become 
e pan of the lndebtedneso and, at lender 'a option, will IAI be payable on demand; IBI be added to the balance of the Note end be 
aPPOrtioned among and be payable with any Installment payments to become due during either 111 tho term of any applicable insurance POlicy; 
or 121 the remaining term of tho Note; or (C) be treated as a balloon payment which will be due and payable at the Note's mat\lrity. 

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: 

fnckbtodneu and Liens. 11 I Except for trade debt incurred in the normal courae of business and indebtodneu to Lender contemplated by 
this Agreemen\, create, Incur or assume Indebtedness for borrowed money, Including capital leases, 121 aefl, transfer, mon gage, assign, 
pledge, lease. grant e security Interest In, or encumber any of Borrower's assets (except as allowed es Permlnad Uens). or 13) sell with 
recourse env of Borrower's accounts, except to Lender. 

Continuity of Operations. 111 Engage In any busineu activities subStantially different than those in which Borrower Is presently engaged, 
121 cease operations, liquidate, merge, tranofer, acquire or consolidate with any other entity, change Its name, dissolve or transfer or sell 
Collateral out of the ordinary course of business, or 131 make any distribution with respect to any capital account, whether by reduction of 
capital or otherwise. 

l011ns, Acquisitions and Guaranties. 11) Loen, Invest In or advance money or assets to any other person, enterprise or entity, 121 
pu<chase, create or acquire any interest In any other enterprise or entity, or (31 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 
obl'ogetiona under this Agreement or in connection herewith. 

CESSATION OF AOVANCES. If Lender has made any commitment to make any Loan to Borrower, whether under this Agreement or under any 
other agreement, Lender shall hove no obligation to make Loan Advances or to di•burae Loaf\ proceeds if; (AI Borrower or any Guarantor Is in 
default under the terms of this Agreement or any ol tho Related Document• or any other agreement that Borrower or any Guarantor has with 
Lender; IBI Borrower or any Guarantor dies, becomes incompetent or becomes Insolvent, files a petition in bankruptcy or similar proceedings, 
or Is adjudged a bankrupt; (CJ there occurs a materiel adverse change In Borrower's financial condition, In the financial condition ol any 
Guarantor, or In the value of any Collateral securing any Loan; or IDI any Guarantor seeks, claims or otherwise anempts to limit, modify or 
revoke such Guarantor's guaranty of the Loan or any other loan with Lander; or lEI Lender in good faith deems itself insecure, even though no 
Event o f Default shall have occurred. 

RIGHT OF SETOFF. To the elCient permitted by applicable law. Lender reserves a right of setoff in all Borrower's accounts with Lender (whether 
checking, savings, or some other account). This includes ell accounts Borrower holds jointly with someone else and ell accounts Borrower may 
open in the futiKe. 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 e~tent permitted by applicable law, 10 charge or setoff ell aums owing on tho Indebtedness against any 
and all such account.s. 

DEFAULT. Each of the following shall constitute an Event of Default under this Agreement: 

Payment Dalaoh. Borrower fails to make any payment when due under tho Loan. 

Olhor Defaults. Borrower falls to comply with or to perform any other term, obligation, covenant or condition contained In this Agreement 
or In any of tho Related Documents or to comply with or to perform any term, obligotlon, covenant or condition contained In any other 
agree mont between lender and Borrower. 

False Statements . Any warremy, representation or statement made or furnished to Lender by Borrower or on Borrower's behalf under this 
Agreement or the Related OoC\Iments is false or misleading In any material respect . either now or at tho t.ime made or furnished or becomes 
Ieise or misleading at any t ime thereafter. 

Death or Insolvency. The death of Borrower or tho dissolution or termination of Borrower's existence as a going business, the insolvency 
ol Borrower, the appointment of a receiver for any pert of Borrower's propany, any assignment lor the benefit of creditors, any type of 
creditor workout, o r the commencement of any proceeding under eny bankruptcy or Insolvency laws by or against Borrower. 

Defowvo Collaterelilalion. This Agreement or any of the Related Documents ceases to be In lull force and eflect lincludlng failure of any 
collateral document to create a valid and perfected security interest or lien) at any time end for any reason. 

Creditor or Fortoiture Procooclings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self·hefp, 
rePQssession or any other method, by any creditor of Borrower or by any governmental agency against 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 a good I eith 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 credotor or lorfoiture proceeding and dePQslts with Lender monies or 
a aurety bond for the creditor or forfeiture proceeding, in an amount determined by Lender, In its sole discretion, as being an adequate 
reserve or bond l or the dispute. 

Events Affecting Guarantor. Any of the preceding events occurs with respect l O any Guarantor of any of the Indebtedness or any 
Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or liability under, eny Guaranty olthe Indebtedness. 

Adverso Change. A material adverse change occurs In Borrower's ftnanclal condition, or Lander believes tho prospect of payment or 
performance of tho Loan Is Impaired. 

Insecurity. Lender in good Ieith believes itself insecure. 

Right to Cure. 11 any default. other than a default on Indebtedness, is curable and if Borrower or Grantor, as the case may be, has not bean 
given 1 notice of a similar default within the Pl&cadlng twelve 1121 months, It may be cured If Borrower or Grantor, as the case may b~, 
after Lender sends written notice to Borrower or Grantor, at the ease may be, demanding cure of such default: 11 l cure tho default within 
thiny 1301 days; or 121 If tho cure requires more than thlny 1301 days, immediately Initiate steps which Landor deems, In lender's sole 
discretion 1.0 be sulficient to cure the default and thereah or continue and complete all reasonable and necessary steps suthclent to produce 
compliance as aoon a; reasonably practical. 

EFFECT OF AN EVENT OF DEfAULT. If any Event of Delault shell occur, except where otherwise provided in this Agreomen~ or the Related 
Documents, all commitments end obfigetions of lender under this Agreement or tho Related Docume~ts or any other egreement ~mmedlataly will 
terminate flncfuding any obligation 10 make funhlr Loan Advance• or disbursements!, and, at Lender s option. ell lndebtedneu omme~oately woll 
become due and payable, all without notice of any kind to Borrower, except that. in the case ~~an Event of Default of the type descrobed In ~he 
" Insolvency" subsection above, such acceleration shalf be automatic and not optional. In addotoon, lender shall have all the rights and remad~s 
provided in the Related Documents or available at law, In equitY, or otherwise. Except as may be prohibited by applocable l aw, all ol Lenders 
rights and remedies shall be cumulative and may be exercised singularly or concurrently. ElectiOn by Lender to purauo any remedy shill net 
exclude pursuit of any other remedy, and an election to make expenditures or to take action to perform an oblogelion ol Borrower or ot any 
Grantor shall not affect Lender's right to declare a default and to exercise Its rights end remedies. 

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a pan ol this Agreement: 

Amendments. This Agreement. together with any Related Documents, constitutes tho entire understanding and agreement_ of tJ:>e pa~ies 
81 10 

the manors set forth In this Agreement. No alteration ol or amendment to this Agreement shell be effective unless goven on wrotong 
and signed bV the pony or ponies sought to be charged or bound by the alteration or amendment. 

Anome s' Fou· Expenses. Borrower agrees 10 pay upon demand all of Lander's costs and expanses, Including Lender's r_easonable 
y . fees ~nd Lender's legal expenses incurred in connection with the enforcement ot this Agreement. Lender mav hore or pay 

:~~r=~ else to help enforce this Agreemen;, and Borrower shall pay the costs and ~xpensu ?I such ~nforcoment . Costs and. e;pense~ 
1 

lude Lender's reasonable anorneys' fees and legal expenses whether or not there os a lawsutt, .•ncludong r~a_sone~le attorneys ees en 
,:,, expenses for bankruptcy proceedings (Including allons to modify or vacate any automatic stay or onJunctoonl , appeals, and any 
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lnllclpeted post-judgment collection services. Borrower also ahall pay all court costs and such acklltlonal fees 81 may be directed by tho 
eoun. 

Caption Htodin~- Caption headings in this Agreement are for convenience purposes only and oro not to be used 10 Interpret or def.ne the 
provisions of thiS Agreement. 

C~ent ~o loan Pllrtic:lpotlon. Borrower egrees and coMenta to lender's aale or tra111fer, whether now or later, of one or more 
~lpet1011 lnteresu In the loan to one or more purchasers, whether rel1ted or unrelated to lender. lender may provide, without any 
lrmitltlon whltaoever, to any one or more purchasers, or potential purchasers, any Information or knowledge lender IYIIY hive about 
Borrower or about any other maner releting to the Loan, and Borrower hereby wolves any rights to privacy Borrower may have with respect 
to such man~rs. !lOrrower additic.nally waives any and all notices of &ole ot pertlcipetlon lntere111, as well aa ell notices of any repurchlse 
of such penrclpetron interesu . Borrower 1lso agrees thet the purchasera of any s uch panlclpation rntereats will be considered as the 
absolute owners of ouch interests in thl Loan and will have all the rights granted under the pertl<:ipation agreement 0 , agreements 
gov~rnlng tho 11le of such participation lntereoto. Bot~owe•. furthlr waives 111 tights o f offset or coootarclaim that It fTlay have now 01 tater 
aga•nst Landet or agains t any purchase• ot such 1 partrclpauon Interest and unconditionally agrees that ehhar Londo• or such pUtchaa11 moy 
enforce Borrower's obligation under the loan irreopectlve of the failute or Insolvency of any holdet of eny Interest In the Loan. Borrower 
further Oilteea thet the purchaser of any such participation lntareata moy enforce Its Interests irrespective of any personal claims or 
defenses thot Borrower may have agoinat lender. 

Govoming ltw. This Agt .. ment wll be govemed by fedatal lew epplletbto to l ondet and, to the ot«ent not P<llmptod by foderel llw, tho 
laws of the Commonweelth of Kentucky without rogard to its conflicu of llw P<Ovillona. This Agreement hea been acceptod by Landor In 
the Common-lith of Kontucky. 

Chalco of Venuo. It thlre is a lawsuit, Borrower agrees upon Lend11'1 request to submit to thljUtltdictlon of the couns of EstiV C<!Lw'lty, 
Commonwaolth of Kentucky. 

No Wolvor by ltndet. lendet shaH not be deemed to have waived any rights under this Agreement unless such waiver is given In writtng 
and signed by Lander. No delay or omluion on the part of Lender In exercising any right shalt operate as a waiver of such right or any 
other right. A waiver by lender of 1 provision of this Agreement shalt not prejudice or conatitute a waiver of lender' a right otherwise to 
demand strict compllen~e with that provision or any othet provlsron of this Agreement. No prior worvar by lender, nor any courae of 
dealing between Lender e nd Borrower, or between Lender and 1ny Grentor, shall constitute a waiver of ony of lender's rights o• of any of 
Borrower' a or any Grantor's obligations 11 to any tutUto transactiono. Whenever the conoent of Lender Is required under thla Agreement, 
the granting of tuch consent by lender in ony Instance s hell not constitute continuing consent to subsoquent lnsteoces where such co111ent 
It required and In all cases such consent moy be gronted or withheld In the sole discretion of Lender. 

Notices. Any notice tequired to be given under this Agreement shoU be given In writing, and shiM be eftactive when ac tually deQvered, 
when actually received by telefacslmile (unless otherwise required by law), when depoaited with a nationaHy recognized overnight coUtier, 
or, If mailed, when deposited In the Unlttd Stttes mail, as first clan, certihed or registered mall postage prepaid, directed to the eddreues 
shown neor the beginning of this Agreement. Any party may change ito eddreu tor nolic11 under thla Agreement by giving formal written 
notice to the other parties, spec;.tying thet the purpose of the notice is to change the party's addreu. For notice purposes, Botrower 
agrees to keep Lender informed ot oil tlmea of Borrower' a current addruo. Unleu otherwise JH'OVIdld or required by law , if thete Is more 
than one Bot rower, any notice given by Lender to any Borrower Is deemed to be notice given to ell Borrowers. 

Savorablfhy. If 1 court of competent jurisdiction finds any provloion of this Agreement to be Illegal, Invalid, or unentotceable as to any 
circumstance, thlt finding shall not make the oltendlng provision tnegel, Invalid. or unenforceable as to any other circumstance. It feasible, 
the ottanding JH'OVItlon shall be considered modified so that it becomes legal, valid ond enforceable. If the offending provision cannot be JO 
modifiec:f, It shall be considered deleted from thl• Agreement. Unless otherwise required by law, the Rlegtlity, invalidity, or unentorceebili1y 
of any provislo<t of this Agteement ahall not ottact the legality, volldity or enlotCaobilitv of any other proviolon of this Agreement. 

Subsldietioa and Affiliates of Borrowor. To the extent the contut of 1ny provisions of this Agreement makes It appropriate, Including 
without hmltation any representation, warronty or covenant, the wotd "Borrower" as used In this Agreement ahlll include all of Bottowat' o 
subsidlerlea ond oftiliates. Notwrthatandlng the foregoing however, under no circumstances ohlll this Agreement be conotrued to tequlro 
Lender to moke a ny loan or other hnonciol accommodation to any of Borrower's subsidiaries or atfdiotea. 

Sueceuora end Auigns. All covenenu and 1greemen11 by or on beholf of Borrower contelned In this Agreement or any Related 
Documents thall bind Borrower' a oucceuoro ond assigns and shall Inure to the benefit of lender and Ita sueceuors and asslgt\f. Botrower 
shall no\, however, have the right to assign Borrower 's rights under this Agreement or any interest therein, without the prior written 
conoant of Lender. 

Survivot of Ropresentatlono end W11rantlea . Borrower understands and agrees that In making the loan, l ender Is relying on all 
representations, warranties, end covenants made by Borrower In thla Agreement or in any certifrcate or other Instrument delivered by 
Borrower to Lender under this Agneement or the Related Documents. Borrower further agrees thlt ragerdleu of any inveotlgation made by 
lender, all such representetions, warrentles and covenants will survive the making of the loon end de livery to Lendet of the Related 
Documents, sheD be continuing In net\Jre, and shall remain in full force and effect until such time os Borrowet'a lndebtedneu shall be paid 
in lull, or until this Agreement shall be terminated in the manna• provided above, whichever Is the test to occur. 

Time 1o of the Euonce. rome Ia of the essence In the performtnce of this Agreement. 

Wolve Jury. AI parties to this Agreement hereby wtlve the right to eny )ury trial In any action. procotding, or countorclaim btouvht by ony 
party against ony othet party. 

DEANITIONS. The following capitalized words and terms shall have the following meanings when used In this Agteamont. Unleu apeciflcally 
stated to tho contrary, aU references to dollar amounta shall mean amounts in lawful money of the United Statu of America. Words and term• 
used In the singular ahalllnclude the plural, and the plural shell Include the singular, as the context may require. Worda and terms not otherwise 
defined In this Agreement shall have the maoninga attributed to such terms In the Uniform Commercial Code. Accounting wotds and termo not 
othlrwise deftned in !hi$ Agreement shall heve the meanings asolgned to them In accordance with goner any accepted accounting principles 11 In 
effect on the date of this Agreement: 

Adveoco. The word • Advance ' meaN a dlsbutsement of loan funds mode, or to be made, to Borrower or on Borrower' s behllt on o line 
of credit or mLCtiple edvanc:e besis under the terms end condirrons of this Agreement. 

Agroomont. The wotd • Agreement' means this Busineu Loan Agreement, ts this Buslneu Loin Agr .. mant IYIIY be emended or modtfied 
from time to time, togethet with ell exhlblta ond schedules attached to this Buslneu Loan Agreement from time to tlma. 

Borrowor. The word "Borrower' meena Estill C<l Water District 11 ond includes all co-signer• and co-makers s igning the Note end all their 
IUCCIIIOIS lnd llllgna. 

CoHotoral. The word 'Collateral ' means all JH'Operty end auats granted as collateral security for a loan, whether teal or personal property, 
whlthlr granted directly or indirectly, whether granted now or in the tuture, and whe ther granted In the form of a security Interest. 
mortgage, collateral mortgage, deed of trust, auignment, pledge, crop pledge, chattel mortgage, collaterel chenel mortgage, chattel trust , 
tactor'o r11n, equipment truot, conditional sate, trust receipt, lien, chorge, lion or title retention controct, leooe or consignment in tended 11 o 
security device, or any other aacUtrty or lien interest whatsoever, whether created by law. contract. or otherwise. 

Environmontel laws. The words "Envrronrnental Lews" meon o.ny and all state, federal and loc:ol atotutea, tegulationa and ordll\lncll 
relating to the protection of human hellth or the environment. lnclud•ng without limitation the Comprehensive Envirorvnental Response, 
C<lmpensotlon, and Uabihty Act of 1980. u amended, 42 U.S.C. Section 9601 , et aeq. l' CERCLA'I, the Superfund Amendmenta ond 
Raoulhorlut10n Act of 1986, Pub. L. No. 99-499 I"SARA'I, the Hazordous Moterials Transportation Act, 49 U.S .C. Section 1801 , etseq .. 
the Resource Conservat ion end Recovery Act, 42 U.S.C. Section 690t, et ooq .. or other applicable otate or federal Iowa, tults, or 
regulotions adopted purauant thereto. 

Evont of Default. The words "Event of Default" mean any or thl events of default set forth in this Agreement In the default section of this 
Agreement. 

GAAP. The word "GAAP' means generally accepted accounting principles. 

Grontor. The word "Grantor' meono eoch and all ol the peraons or entities granting a Security lnteraat In any Collateral for thl loan, 
Including without hmitation ell Borrowers granting auch a Security lntareot. 

Gutrentor. Thl word 'Guarantor' • any gueran~or, suret~, or accomrnodotlon party~ or all of the loan. 
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Guaranty. The word "Guaranty• '""ana the guaranty from Guarentor to Lender, lntluding w~hout llmltation a guaranty of all or pan of the 
Note. 

Hazardous Subatancea. The words " Hazardous Subltancea• mean materlak that , because of their quantity, toncentration or physical, 
chemical or infectious cherecterlatica, may eeuso or pote a pteaent or potential hazard to human health or the environment when 
Improperly used, treated, atored, diapoaed of, generated, manulattured, transponed or otherwise handled. The words "Heurdous 
Subttances• are uted In their very broadest aense and include without &mitatlon any and all hezardouo or toxic oubstencu, materials or 
wnta es def111ad by or listed under the Environmental Lewr. The term "Hazerdous Substances• also includes, without limitatioo, pettoleum 
and petroleum by-products or any frottion thereof and asbestos. 

lndebtedneu . The word "lndebtedneu• means the Indebtedness evidenced by the Note or Releted Document•, Including ell principii ond 
Interest together with all other indebtedness and costs and expenses for which Borrower lo responsible under thlo Agreement or under any 
of the Rallied Oocuments. 

lender. The word "Lender · means Citizens Guaranty Bank, Its aucceuors and assigns. 

loan. The word "Loan• means any lnd eU loans and financial accommodations from lender to Borrower whether now or hereetter 
existing, and however evidenced, Including without limitation tho•e loans and lioentlal ettommodations described herein or deacribed on 
eny el<hibit or achedule attached to this Agreement from time to llme. 

Note . The word "Note• mean• the Note dated Ottober 31, 2013 and executed by Estill Co Water Oistrk:t 11 in the principal emount of 
$200,305.00, toget her with all renewals of, axtenaions of, modofteatioos of, reflnanclnga of, conoolidations of, end aubstltutions lor the 
note or cred~ OQreoment. 

Permlned l iens. The words "Permined Uens• mean (1) lien• and security Interests securing Indebtedness owed by Borrower to Lender; 
121 liens lor tueo, enessments, or almilor charges either not yet due or being contested in good faith; 13) liens of meterialmen, 
mechanics, warehousemen, or carriers, or other like lleno arising In the ordinary course of buslnesa end securing obligetlons which are not 
yet delinquent; (4) purchase money liens or purchase money security Interests upon or in any propeny acquired o r held by Elorrower in the 
ordinary course of buoineu to secure Indebtedness outatandlng on the dete of this Agreement or permitted to be Incurred under tha 
peragreph of thk Agreement titled "Indebtedness and Uens·; (5) liens and security Interests which, es of the date of this Agreement, 
heve been disclosed to and approved by the lender In writing; and (6) those foens and security lnterells whlch In the aggreglle c:ooolitutt 
an immaterlel and Insignificant monetary amount with respect to the net nlue of Borrower's auets. 

Related Documents. The words "Rellted Oocurnents• mean a ll promissory notes, credit ogreements, loen OQreemenu, enworvnentll 
egreements, gueranties, security OQreemants, mortgages, deeds of truat, security doeds, colleteral mongoges. end ell other instruments, 
agreements and documents, whether now or herufter el611ing, executed In connection with the Loan. 

Security AgrHmerrt. The words "Seturity Agreement• mean and Include without limitation any agreements, promises, covenants, 
arrangements, understandings or other agreement•, whether created by law, cootrect, or otherwise, evidencing, governing, representing. or 
creating a Security lntereat. 

Security Interest. The words "Security Interest" moan, without limitation, any and all types of collateral security, present and future, 
whether in the form of a lien, tharge, encumbrance, mongago, deed of uust, security deed, assignment, pledge, crop pledge, chanel 
mongage, collateral chattel mongage, chanel trust, lector's lien, equipment trust, conditional oale, trust receipt, lien or title retention 
contract, lone or consignment Intended as a security device, or any other security or lien lntereat wh11soever 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 OCTOBER 31, 2013. 

BORROWER: 

ESTILL CO WATER DISTRICT 11 

By: 
-J:-e-rry-,M"""A,_rn....,.okl~.'"'s"'ac-,-.t:-e-ry-o""t""e.=tiii::-:C::-o-::W"'•'"'t-•-r "'Ois"'.-::t-:rlc- t:-­,, 

By: 
'-:w=il~liam-.......,Be=a-rd,...., "T-r .. =s"'ur"'e:-r:-o"'f"'&"ll"n"'c<:o:-'ilW"'o::t:::e:-r ' Dil".::t::lrk:=t ­,, 

LENDER: 

CITIZ£NS GUARANTY BANK 

By: ':-A~~~~.~d~S~ij~~~r----------------------

By:-=--,.....,.,.,...,-,--=---...,..,,._,.,....,......,.,.,.-__,.,..-,......-
Greg A Wright. Chairmen of Estil Co Water District 
11 



IU II 
NOTICE OF FINAL AGREEMENT 

Principal 
$200,305.00 

loan No 
88196 

Account 
10098348 

Initials 

Refarencu in the boxes above are for Lender's use only and do not hmn the epplicablllty of this document to any panlcular loan or item. 
Any otem above ~t• • • • • • hu been omotted due to text le th lomitahons. 

Borrower: &till Co Wetar District 11 
76 Cede< Grove Rd 

Lender: Citizena Guaranty Benlc 
Rive r Drive Brandl 

ltvina. KY 40336· 7697 25 Rivor Drive 
P.O. Box 630 
Irvine. KY 40336.0630 
16061 723·2, 39 

BY SIGNING THIS DOCUMENT EACH PARTY REPRESENTS AND AGREES THAT: IAI 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. 

Ao used ln this Notice. the following tarmt have 1M following meanings: 

Loan. The term "Loan• means the following described loan: a Axed Rate 13.850'141 Nondllclosable Loan to a GoVGrnment Entity for 
$200,306.00 due on October 30. 2017. 

loan Agraamant. The term "loan Agreement• means one or more promises, promissory notes, ag"'ements. undenakings. aecU<oty 
agrMmenu, deeds of trust or other documents, or commitments. or any combination of those actions or documents, relating to the 
Loan. Including without limitation the following: 

lOAN DOCUMENTS 
Amon lution Schedule 
Governmental Cenlflcate: Elt ift Co Water O.strict 11 
Customer lnformttlon Profile: William Beard 
Customer Information Profile: Greg A Wright 
KY Commerclel Security Agreement: AQ Accounu Receivable 
now owned or hereafter acquired in the oparetlon of Estlll 
County Wate< District I 1; owned by EstiU Co Water Oi11rict 
11 
W·9 Request for Taxpayer 10 Number end Cenlfioatlon: : 
Greg A Wright 
w .g Request for TtXPayar 10 Number end Canlficetlon: : 
Est~l Co Wator District 11 

Disclosure of Right to Receive a Copy o f an Appraisal 
Busineos Loan Agreement 
Customer Information Profile: Jerry M Arnold 
Promluory Note 
KY Netlonal UCC Ananc1ng Statement !Rev. 04/20/ 111: An 
Accounts: whethor any of the fOtegolng Ia 
DisbU<aement Requeat end Authorlz.atlon 
Notice of Final Agreement 
W·9 Request tor Taxpayer 10 Number end Cenlficetion: : William 
Beard 
W·9 Request lor Taxpeyer 10 Number and Cenlflcetion: : Jerry M 
A mold 

Parties. The term "Paoles" tnfoans Comel\ll Guaranty Ban~ and any and •• entities 01 Individuals who are obfigated to ropay the 
loan or have pledged propeny as aacuroty for the Loan, Including without lomitatlon the following: 

Borrower: 
Grantorial: 

Estil Co Waur Olatrlct 11 
Estil Co Water Disulct 11 

bch Party who signa below. other than Cltlt- Guaranty Bank, acknowladgos, represents, and warrants to Citizens GUa<OIIty Bank that It 
has received, roed and understoed this Notlco of"''""' Agroomant. This Notlcols dated October 31 . 2013. 

BORROWER: 

ESTILL CO WATER DISTRICT 11 

By: 
· -J.,..o-rry--=M,.....,A,..rnold-..,.,..,s ... -, -,..,.u:-ry,.,..-:o7f "&"'llll"'"c"'o:-uw:r.:,:-:to:-r•Oia=u"'lc:::t:-

'1 
By:: """"'"...,-,.-:--::-=~=~r:::m-7'::'--w:=;n;=::;-­-Wiliam Beard. TreasU<er of EsliU CO Water Dlstrlc:t 

11 

LENDER: 

CITIZENS GUARANTY BANK 

X~A~uthwU~~M~S"'~=M~r------------------------

By:;~--~~~~~--~~~~~~~~~ 
Grog A Wright, Chairman of Eilill CO Wator DistriCt , 
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I 

I 

Movants 
Exhibit_~J,. ______ _ 

THE ESTILL COUNTY WATER Dl TRICT BOARD OF COMMIS 10 ER (THE 
COMM ISSION) MET IN REGULAR SESSION THURSDAY OCTOBER 31,2013 AT 3:00P.M. IN 
THE CONFERENCE ROOM AT ITS OFFICES LOCATED AT 76 CEDAR GROVE ROAD. 
IRVINE. KENTUCKY, WITH THE FOLLOWING OFFICER AND MEMBER PRE ENT: 
GREG WRIGHT, CHAlRMA , JERRY ARNOLD, ECRETARY, WILLIAM BEARD. 
TREA URER, AUDREA MILLER, OFFICE MANAGER. AND DWIGHT RICHARDSON. 
OPERATIONAL MANAGER. 

From the roll call, it was determined that a quorum ofthe Board of Commissioners ofthe 
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 ECONDED 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 
ofCommissioners Meeting. 

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

ON MOTION OF BEARD A D SECONDED BY ARNOLD and all members of the Board 
voting in the affirmative that the Di trict 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 
Will iam Beard will sign all paperwork pertaining to the loan. 

ON MOTION OF AR OLD AND SECONDED BY BEARD and all members ofthe Board 
voting in the affirmative, that the District's November regular scheduled meeting be changed to 
Tuesday ovember 26.2013 due to the Thanksgiving holiday. 

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

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

AUt ted: )!J f tJ~.,.-
•Meeting agenda and sign in sheet are filed in the Districts office and can be made available for review 
upon request. 



801Tower: &dll Co Wator Dlllticl 11 
76 C..S. Grove Ad 
IMne, ICY ~0336·7U7 

~"' Delo: Jonuaty 21, 201!1 
kOrut Rata: 3 850 

Paymortt hvm-t -- O.te 

1 02-28-2015 
2 03-28-2015 
3 04·28-2015 
4 0!1-28·2015 
5 00-28-2015 
6 07-28-2015 
7 08-28-20111 
8 09-28-20·15 
9 10.28-2016 

10 11-2.8-2016 
11 12·211-2015 

201!1 TOTALS: 

12 01-28-2016 
13 02·211-2016 
14 03·28-.2016 
15 04-28-2016 
111 05-28·2016 
17 06-28-201 6 
18 07·28-2016 
19 08-28-2016 
20 09-28-2016 
21 10.28-2016 
22 11·28·2016 
23 12·28·2018 

2018 TOTALS: 

24 01 -28-2011 
25 02-28·2017 
26 03-28·2017 
27 04-211-201 7 
28 06-28-2017 
29 06-211-2017 
30 07-28·2017 
31 08-28·2017 
32 09-.2.8-2017 
33 10.28-2017 
34 11-28-2017 
35 12-28-201 7 

2017 TOTALS: 

36 01-28-2018 
37 02·28·2018 
36 03-28·2018 
39 04-28·2018 
~ 06-28·2018 
~1 06-28· 2018 
~2 07·28·2018 
43 08-28· 2018 
« 09-28·2018 
~5 10.28-2018 
46 11 ·28·2018 
47 12-28·2018 

2018 TOTALS: 

48 01 · 28.·201 9 

2019 TOTALS: 

TOTALS: 

Movants -3 
ll[~hibi~·-_-_,..-=------~----

AMORTIZA TION SCHEDULE 

lender: 

Paymen' "" .... , ·- I'M! 

1,2Hi.« 317.40 
1,215.44 293.!9 
1,216.44 322.03 
1, 215.44 308.82 
1.215.« 316.16 
1,216.44 303.10 
1,21 6.« 310. 22 
1,21b.44 307.28 
1,216.44 2~.48 
1,21 6 .... 301 . 28 
1,216 .... 288.67 

13.369 .... 3 .363.00 

1,215.« ~.58 
1,21 6.44 291 .45 
1,216.4.4 2111.83 
1,215.« 285.36 
1,215.4.4 273.22-· 
1,215.« 279.25 
1,216 .... 287.29 
1,21fi, ... 273.11 
1,215.44 270.03 
1,216.4.4 2&8.34 
1.215.44 263.83 
1,21 5.44 262.32 

14.585.28 3.278.119 

1,215.« 258.20 
1,21 5.44 255.16 
1,215 .... 227.63 
1.21 6.44 248.79 
1,215.« 237.71 
1,216 .... 242.43 
1,21 5 .... 231.113 

- 1,215.« 236.03 
1.215.44 232.83 
1, 216 .... 221.21 
1,216.44 2215.37 
1,215.« 215.94 

14.685.28 2.834.13 

1,21 5.« 219 .87 
1,215 .... 2111.81 
1, 215.44 1112.70 
1,216.4.4 210.00 
1,216..A-4 200.05 
1.216.44 203.~ 
1,21 6.« 193.63 
1.216.4.4 186.76 
1,216 .... 183 • .41 
1,215.« 183.~ 
1.215.44 186.70 
1,215.44 177.4 2 

1~.585.28 2,374.48 

56.21 0.18 179.94 

155.210.11 178.84 

112.335.84 12.Q;,o.M 

Account 
10098348 

aw .... G_entv...,. ,.,_ om.. llnonch 

2!1 lliWI om.. 
P.O. Boa 130 
Irvine. ICY ~331.Q630 
(&06) 723·2139 

lnltiala 

~~~~e.loon 
Cekulrion Mathod: 3651386 U.S. R_. 

Principe~ ~ 
Pli6 ....._ 

898.04 99,406.96 
921 .85 81!,48!5.1\ 
893.•1 97.1591 .70 
906.62 96,685.08 
899.28 96,78!1.79 
912.34 94,873.46 
905.22 83,968.23 
808.18 83,060.06 
920.91 92,139.09 
1114.11 91,22 .. .93 
1126.77 90,298.18 

10.00fJ4 

920.88 as,3n.28 
923.99 88,453.29 
9.45.61 87,607.68 
830.08 86,677.60 
942.22~ 86,636.38 
936.19 84,699.19 
948. 16 83,7!11 .04 
9.42.33 112,1!08.71 
~5.41 81,863.30 
857.10 80,906.20 
951.61 79,96.4.69 
963.12 78,991..47 

11,306.1.1 

1157.24 78,034.23 
960.28 77,073.115 
987.81 76.08e.14 
985.65 71!, 119.49 
977.73 7.4, 141 .71 
973.01 73, 168.75 
983.91 7;l, 184.84 
979.41 71.205.43 
982.81 70.222.82 
883.23 69,229.59 
989.07 68,240.52 
999.50 67,241.02 

11.750.~5 

895.67 86.245.45 
!118.83 85,248.62 

1,022.74 6.4,223.88 
1,00S.« 113,218, ... 
1,015. 39 62,203.06 
1,012.04 61,191.01 
1,021 .81 60,169.20 
1,018.69 69.150.61 
1,022.03 68,128.48 
1,031.50 67,09e.98 
1,028.74 56.088.2.4 
1,038.02 66,030.22 

12,210 .. 0 

56,0 30.22 0 .00 

55,030.22 

100.305.00 

IWOTICE.: This Is an e.sllmalad IO.n emonu• llon .chedula. Aeru.l emoun1J may vary II paymen1s .,, made on ctftereru ~~~~ or in dilletelll 
amountS. 

-



Principal 
$100.305.00 

PROMISSORY NOTE 

'

loan Date I Maturity I 
01 -29-2015 101-28-2019 

Loan No 
03387 l c.11 1 eoa 

IS I Account 
10098348 !Officer llnltiela 

SLC 
Reference• In the boxes above are for lender' a use only and do not limit the applicability of this document to any paniculer loan or Item. 

Any hem above contaoning • • • • • hu been omitted due to text l~h limltatlonl. 

Borrower: &til Co Wotor Dlstrlc:l 1 1 
76 Cedar GroWl Rd 
Irvine, KY 40336·7697 

Principal Amount: $100,305.00 

lender: 

Interest Rate: 3.850% 

Cimons Guaremy 8ri 
Rlvot Drive Brench 
25 River Dtlvo 
P.O. Box 630 
Irvine, KY 403~30 
16061723-2139 

Date of Note: January 29, 2015 
PROMISE TO PAY. &till Co Water Dlatrlct 11 I"Borrowor"J promlsoa to fillY to Citlz- Guaranty Bank !"lender"), or order. In lawful -Y of 
the United Stet11 of America, the principal amount of 0... Hundred Thousand Tlwee Hundred Five C. 00/100 Oolero ($100,305.00), tot~lher 
with lmoteat on the unpeid pr~lpal balance lforn J.,....ry 29, 2015, calculated 11 clelcriblld In the "INTEREST CAlCULATION METHOD" 
peregreph using en lmerut rate o f 3 .850% flllr annum, IM'Itll flllld In lui. The Interest rote miiY ellenge under the terma and condltlona of the 
"INTEREST AFTER DEFAUlT" .. ction. 

PAYMENT. Bor-rower wll pay thb loan In 47 reguler payrnonu of • 1.216.44 each ond ono Itt.,.. lut payrnom eatimloted at $55.210.16. 
Bor-rower'l first payment II due FebruMy 28. 2015, ond el oubsoquont flllvrnoma •• due on 1ho same day of eactr month efter thet. 
Borrower' l liMI paymem will be due on Jonuery 28, 2019, ond wll be fO< el principal and el actnlld interut not yot paid. Poymenu ~Iucio 
princlpalond lmerut. Unluo otherwl .. egrMd or required by oppficable law, flllymems wll be 8jlpliod first to any accrued unpaid lmerou; then 
to pr~; then to er~y ucrow or ,.,.,.,. account flllymenu u ""'*ed under any mortgego, deed of lruot, or other 11curlty lnotrument or 
aocurity egrMmont aecurlng tNa Note; 1hon to any lito chargea; end then to any unpaid collection CO*U . Borrower will fillY l.ncMr It londor'o 
addr111 shown lbow or 11 ouch other place 11 lender miiY doalgNr. In' writing, A• payrnoms must be made In U.S . clollerl and muot be 
rocolved by Lender conailtom with any written payment lnltructlona provided by lender. If 1 flllymem II mode consistent with londor'a 
peyrnom inatructiona but rocelvod aftot 5:00 p.m. Eastern Sllnderd Time, Monday thru Friday, lender wll credit Borrower's payrnom on the 
next bullneu day. 

INTEREST CALCUlATION METHOD. lmerut on thb Nota il computed on a 365/365 simple inllrlll billa; that Ia. by applying the ratio of the 
lmotoat rate over the number of days in a yoer (386 during loep yaera), multlpliod by the ouullndlng principal balance. multiplied by the ect...t 
number of days the principal belenco II ouutendlng. AU lmoroat payable under INa Note II computed using this method. 

PREPAYMENT. Borrower agree• that II loan leu and othet prepaid fiNnca charge a are eamed tully u of the date of the loan and wlH not be 
subject to refund upon early flllyment (whether voluntary or u a result o f do teultl, except •• otherwise requifed by law. Except for the 
foregoing, Borrower may pay without PINIIIV an or 1 portion of the amount owed earlier than it is duo. Early paymenll will not, unlan agreed 
to by lender In writing, relieve Borrower of Borrower's obligatloo to continue to make paymenll under the payment schedule. Rother, early 
payments will reduce the principal balance duo and may result in Borrower'• making fewe r paymen11. Borrower agrees not to send lender 
payments marked "paid in lull", "without racouraa•, or oimilar language. II Borrower sands such 1 payment, hender may accept it without 
losing eny of lander's rights under thio Noto, and Borrower wiU remain obligated to pay any tunher amount owed to Lender. AI written 
communlcatlona concerning dloputed amounts, ~luding any check or other flllyment 'lnotrumllnt that Indicates that the payment conolitutoa 
• payrnom In full* of the emount owed or that II tondered with other conditlona or limlt8tlona or u ful oatil faction of a clio puled emoont mull be 
mellod or delivered to: Citizono Guaranty Bank, A Reel Community Sri, P.O. Box 630 Irvine. KY 40336-0630. 

LATE CHARGE. II a payment is 10 daya or more late, Borrower will be charged 5.000% of 1ho regularly ached!Md payment. 

INTEREST AFTER DEFAULT. Upon default, ~ludlng taQure to fillY upon final maturity, the totalaum duo under this Note will continue to accrue 
Interest at the interest rate under thlo Note. 

DEFAULT. Each of the following allen conamute an event of default I"Evont of Oetautt") under thla Nota: 

Payment Oefeult. Borrower leila 10 make any payment when due under thoo Nota. 

Other Oetouha. Borrower fails to comply with or to perform any other term, obligation, coveNnt or condition contained in this Nota or In 
ony of the related clocumento or to comply with or to perform any term, obligation, covenant or condition conllined In any other agreement 
between lender and Borrower. 

Folio Slltotnenu. Any warranty, repreaantetlon Or statetnC~nt made or furnished to Lender by Borrower or on Borrower' a behalf under this 
Nota or the related documenu Is false or mlaleadong In any metana! respect, either now or at the time made or furnished or become• false 
or mlaleed•ng 11 any time thereafter. 

Oeoth or lnoolwncy. The death of Borrower or the dissolution or termination of Borrower'l eiUstence as a going buslneos, the lntolvency 
of Borrower. the appointment of a receiver lor any pan of Borrower'• propeny, ony essigMIInt tor the benefit of creditors, any rype of 
creditor workout, or the commencement ol eny proc.eeding under any benluuptcy or insolvency law a by or againat Borrower. 

Creditor ~ Forlolturo ProcMdingo. Commencement of torecloswe or forfeiture proceedings, whether by judicial proceeding, eelt-help, 
repoue11oon or any other method, by eny creditor o l Borrower or by any governtnC~ntal agency egalnat eny collatera l oecuring the loon. 
Tllialncludes a garnishment of any of Borrower's accounts, Including depoolt aaounts, with lender. However, this Event of Default ohall 
not apply it there It a good faith dispute by Borrower as to the volid•tv or reaaonebleness ol the claim which Ia the beals o f the creditor or 
forfeiture proceeding and It Borrower gives lender written notice of the creditor or forfeiture proceeding and depoalll with lender monies or 
a surety bond tor the c redilor or forfeiture proceeding, In an amount determined by Lender, In Its sole discre tion, as being an adequata 
raaerve or bond tor the dispute . 

Evenu A"ecting GuarentO<. Any o f the preceding events occuro with respect to any guarantor, endoraar, surety, or accommodltlon pany 
of any of the Indebtedness or any guarantor, endorser, aurety, or eccommodatlon pany dres or becomes Incompetent or rovokee or 
dlaputu the validity of, or liability under, any guaranty of the lndebtadneu evidenced by this Note. ' 

Aclvorao Chango. A materiel edveraa cllenge occurs In Borrowv'a llnenclal condition, or lender bef1eves tile prospect of payment or 
flllrformence of this Note is Impaired. 

tnaocurity. lender In good Ieith believu hull Insecure. 

C....o ProvisioN. If •.ny default , ~ther than a d~lautt In payment Is curable and It Borrower has not been grven a notice of e breach of the 
semo provision of, th1s Note w11hin the preceding twelve (121 monthe, It miiY be cured if Borrower, alter lender sends written notice to 
Borrower de~andong c~e of such del~ult : 11 I cures the, defaUlt ~ithln thirty 130) days; or 121 if the cure requires more than thiny (30) 
davo_. lmmedtately lnlt•ates atepa which lender deems '" Lender a sole discretion to be sutliclent 10 cure tho default end thereafter 
continues and complete. all reaaonablt and necessary steps sufficient to produce compliance as soon aa reaaonably practica l. 

lENDER 'S RIGHTS. Upon de fault, lender may declare the entire unpaid principal balance under tt»s Note end all accrued unpaid lntereat 
lmmed•ately due, and then Borrower w•ll pay that amount. 

ATTORNEYS' FEES; EXPENSES. Lender may hire or pay someone else to help collect thlo Note if Bor-rower does not pay, Borrower will fillY 
Lender that amount. This includes, lubfectto any l•mlta under applicable law, Lender' a reasonable lltornoyo' teeo and Lender' a legal expenaee 
whether or not there is a la~suit , ~l~ng reasonable attorneys' tees end legal expenns lor bankruptcy proceedings (includrng etlorto to 
mod•~ or vocate any eutoma~c stay or •nJunctlon), and appeals. It not prohtblted by applicable law, Borrower also will pay any court coste 1n 
add11oon to all other sumo provided by low. ' 

GOVERNING LAW. Thla Note wll be OOWirned by lodorlllaw applic- to lender Ind. to the ootem not preempted by loderlllew, the lewo of 
the Commonwealth olt<omucky without rogerd to Ita conflicu of law provlslona. Thla Note has been accepted by Lender in 1ho Commonwealth 
of Kentucky. 

CHOICE OF VENUE. If there is a lawsuit, Borrower agrees upon Lender 's requut to submit to the junadiction of the courts of Eotill County 
Commonwealth of Kentucky. • 

OIS HONOREO ITEM F~. Borrower will pay a fee to Lender o f $25.00 It Borrower makes a flllyment on Borrower's loan and the check or 
preauthorlzed charge wnh which Borrower flllys Is later dishonored. 

RIGHT OF SETOFF. To the extent permitted by 8pplicable law, Lender reserves 1 right ot setoff In a n Borro wer 's accounts with Lender !whether 



Loan No: 03387 
PROMISSORY NOTE 

(Continued) Page 2 

checking, uvlf1Sia, or aorne other aecounU. This ln<:ludea an accounts Borrower holds jolnUy with semeone else and ell eccounta Borrower may 
open in the future. Howe~r. this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by 
lew. Borrower authorlus Lender, to the extent permitted by applicable lew, to charge or setoff all sums owing on the indebtednen againat eny 
end all such eccounts. 

COLLATERAL. Borrower eck.nowledges this Note Is secured by All Accounts Receivable now owned or heroaher acquired in the operation of 
Eatin Co Water District I 1. 
SUCCESSOR INTERESTS. The terms of this Note •hall be binding upon Borrower, and upon Borrower's heirs, personal roproaentatives, 
successora and eulgna, end ahelllnure to the benefit of Lender end Ita auccessera and aulgns. 

NOTlFY US Of INACCURATE INFORMATION WE REPORT TO CONSUMER REPORTING AGENCIES. Borrower may notify Lender If Lender 
reports w.y inaccurate Information about Borrower'& accountlal to 1 consumer reporting agency. Borrower'• written notice deacrlbing the 
spocifoc inaccuracvfoeal should be sent to Lender 11 the following eddress: Citilens Gue11nty Bank A Real Community Bank, P.O. Box 630 lrv'one, 
KY 40336~30. 

GENERAL PROVISIONS. II any pen of thla Note eennot be enforced, this fact w ill not affect the rut of the Note. Lender may delay or forgo 
enforcing eny of Its rights or remedies under this Note without foalng them. Borrower and any other person who aigns, guarantee• or endorse& 
thle Note, to the extent allowed by law, wlive pretentrnent, demand for payment, and notice ol dl&hono<. Upon any che<lQe In the terms of this 
Note, end unleu otherwise expreuly stated In writing, no pany who signs this Note, whether as maker, IJUarantor, accommodation maker or 
endorser, ahaU be released from liability. All auch pon;ea agree tllet Lender may renew or extend (repeatedly end for eroy length of time) thle 
loan or release any pany or guerantor or collateral; or Impair, fa~ to realize upon or perfect Lender's aecorlty intere&t In the collateral; and ta~e 
any other action deemed neceuary by Landor wtthout the consent of or notice to anyone. All such penies also agree that l ender mey modi fy 
this loan without the consent of or nollce to anyone other than the pony with Whom the modlflcotion Is mode. The obligatlona under this Note 
ere joint and ae~ral. 

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 11 

By: 
..,G"'r""•g,...-:A-;w=r~g"'trt..,.,...."'Chlllr=:-:.,..,=-o"'t"'Ea=tli~Co~w=et:-:.,-=Dir=ttiC"'· -=-t-
11 

By:.~~--~~~------~~~~=--~~--­
Wdliam Beard, Treu .. er of Eatll Co Water Dlrtrle1 ,, 

• 

By: 
-J~errv='M'"A-=molcl='"'. •sc-ec:-:-,-.ury=~ot"'Ea"""'tli.,..,Co;-;w=ete:--r "'Dis:-:-:-triet.,.-,-
11 

• 



Prlnclpill 
$100.305.00 

DISBURSEMENT REQUEST AND AUTHORIZATION 

Loan No 
03387 

Account 
10098348 

lnltlela 

Reference• in the boxes above are l or Lender'l uoe only and do not limit the applicablflty of this doc...,.nt to any particular loan or item. 
Any hem above contefnl • • • • • has been omin ed due to text le th limitatlono. 

Borrower: &til Co Water Dfstric:1 11 
76 Cedar Grove Rd 
lnrine. kY 40336-7697 

Lender: Citllona Guar.,ty B.nl< 
Ri .. r Drive Branch 
25 River o,;,.. 
P.O. Box 630 
Irvine, KY 40336~30 
16061 723-2139 

LOAN TYPE. This is a Fixed Rate 13.850%) Nondioclosable Loan to a Government Entity for $100,305.00 due on January 28, 2019. 

PRIMARY PURPOSE OF LOAN. Tha primary purpoee of this loan lo lor: 

0 Poroonaf. Femily, or Houoohold Putpa~oa Ot Paraonallnvestment. 

lla llullneu llncludinil RNI Estate Investment I. 

SPECIAC PURPOSE. The specific purpose or this loa.n Is: Operating money. 

DISBURSEMfHT INSTRUCTIONS. Borrower underatando that no loan PfOCIIds wilt be dloburoed unta all of Londer'a conditione lor making tha 
loan hive been satisfied. Pleue disburse the loan proceeds ol $100.305.00 as follows: 

A,.,.,.... peld to Borro-r diroctly: 
$100,000.00 lender' • Check I 

Othet CherOM Flnenced: 
$1 0 .00 UCC Filing Fee 

Tot-' Flnenc.c! Propeld Anance Clllrgoa: 
$275.00 Commerciel loon Fee 
$20.00 loan Coupon Book 

Noll Principal: 

$1 00,000.00 

$10.00 

$295.00 

$100,305.00 

FINANCIAL COHOITION. 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 CONOITION AS DISCLOSED IN BORROWER'S MOST RECENT FINANCIAL STATEMENT TO LENDER. THIS AUTHORIZATION IS 
DATED JANUARY 29, 2016. 

BORROWER: 

ESTILL CO WATER DISTRICT 11 

By: 
-,G.--roo-:-•A• w= righ= t.-...Chairme=·=:-:n- o"'f" &= lii....-.Co,.....,W= et""• -r "'o;.""· 7trlct=-
11 

By:==.,...,==--==..,..,---:...-.=...-..-.=,--==.,..­Wrlliam B.ard, Tr111urar of &til Co Water Dlotrlct ,, 

By: 
-.Jerrv,---.,M,...A..-mokt-:-:-"'s -ec-r..,eU<y,---o-,f"'&'"""tii::-:Co:-rW"'at- .,-=o:-la.,..tric,....,..t -

'1 



Borrower: Etlil Co Water Distrlc:t 1 1 
76 Cedar Grove Rd 
lnllne, KY 40336· 7697 

BUSINESS LOAN AGREEMENT 

Lender: 

Account 
10098348 

Citluna Guarllllt'( Bank 
River Olive Br...c:h 
25 River Drlw 
P.O. Box 630 
Irvine. KY 40336.0630 
16061 723·21 39 

Initial• 

THIS BUSINESS LOAN AGREEMENT dated Januery 29. 2015, Is mada and nacUtad between Etlil Co Water District 11 I"Bono-r"l and 
Cith- Guarllllt'( Bank ("lander") on the followinG Ierma and condltiont. Borrower has racaived prior COiniM<C'-1 loaM from Landa< or 11M 
IIPPiiad to Landa< tO< a comme1clal loan 0< loans 0< othat tinenclal acc;ommodationt, Including thoaa which may be IMacrlbed on any exhibit 0< 
achedUia .nachad to this Agraamant. Borro-r ....S.rttanda and agraaa that: CAl In grentlng, renewing. 0< extending any Loan. Lander Is 
relying upon Bono- r'a rapraaantationa, warrantlaa, and ~~trealt*lta u 111 forth In this Agr-..t; 181 the granting, •-wing, or axtanding 
of any Loan by LaniMr at al tlmaa ahal be aubjact to LaniMr'a aola judgmam and discretion; end (C) .. auch Loana ahall be and remain aubjact 
to the tarma and condltlonl of this Agr....,_t. 

TERM. Thia Agreement shall be eHectlve 11 of January 29, 2015 , and shall continue in lull IO<ce and eHeet untU ouch time es ell of Borrower' a 
Loan• in fa- ot Lender have been ~id in full, Including prinCipal, Interest, costs. expenses, attorneys' '"'· and other lees and chergea, 0< 
unta January 28, 2019. 

CONDITIONS PRECEDENT TO EACH ADVANCE. Lender'• obligation to make the initial Advance and eaeh subsequent Advance uniMr this 
Agreement shall be aubject to the lulf~lment to Lender's altlalaetion of all of the conditions aet forth In this Agreement and In the Reletad 
Docurnanta. 

Lowo Doc:a.menta. Borrower shel provide to Lender the tollowmg documents IO< the Loan: 111 the Note; 121 Security Agreements 
granllng to Lender security lnttr8111 In the Collateral; (3) hnanclng llltaments a nd all other docum1nt1 perfecting Lender'• Security 
Interests: 1-41 evidence of insur1nce 11 requirad below; (61 together with lA auch Rela tad Doc:umentt 11 Lender may raqufre IO< the Loan; 
al in form and subatance satisfeetory to Lender end Lender' a eounHI. 

Borrower' • Authorization. Borrower shell have provided In form and wbstanca setlslactory to Lender properly certified re~utions, duly 
authorizing the execution and delivery o f this Agreement, the Note 1nd the Related Documents . In lddltion, Borrower shall have provided 
auch other resolutiona, a uthorizations, document• and inatrumenta eo Lander or its counsel, mey raqwe. 

Payment of Faas and Expenau. Borrower ahall have pjlid 10 Lender all feu, chergea, and other expenoes which ere then due and payable 
11 specified In this Agreement 0< eny Reletad Document. 

Representations end Wamtntles. The representations and warranties set forth In t his Agreement, In the Related Documents, end In any 
document or certificate delivered to Lender under thll Agree ment ere true end correct. 

No Event of Default. There shell not exlot 11 the time of eny Advence e condition which would conatitute an Event of Default under thil 
Agreement or under eny Relatad Document. 

REPRESENT A nONS AND WARRANTIES. Borrower represent• and werrents to Lender, as of the date o t this Agreement, as ot the date of eech 
dlabursement of loan proceeds, as of the date of any renewal, extenaion or modification of any Loan, end 11 ell times eny lndebtedneaa exlata: 

Organlution. Borrower is a govarnmenlll entity which Is. and 11 a• times ohell be, duly organized, velldly existing, end In good otandlng 
under end by virtue ot the lewa ot the Commonweelth of Kentucky. Borrower is duly e uthoriled to trtnsaet busineu In a ll other states in 
whic;h Borrower Is doing business, having obtained e ll neceuary filings, governmental licenses and approvals tor each state In which 
Borrower Is doing businen. Spec:itlc:afty, Bonower Is, end 11 ell times ahel be, duly q ualified 11 a foreign In ell ltltea In which the I1Aure to 
so quafitv would have 1 mllerlal adverse eltect on itt busineu 0< financial condition. Borrower has the full power 1nd authority to own its 
propertieo and to transact the busine11 in whk:h It Ia preaentfy e1111aged or presently proposes to engage. Borrower maintaina an oHlce a t 
76 Cedw Grove Rd, Irvine, KY -40336·7697. Unleu Borrower hal dealgnated otherwise in writing, the principal o fhce Is t.he o tfoc;e at 
which Borrower keeps ita books and reeorda including its rac;ordo c:oneernlng the Colla teral. Borrower win notify Lender prior to any change 
in the loc;ation of Borrower'• llate of organization or a ny change In Borrower's name. Borrower ohall do all things nec:essery to preoerve 
lnd to keep In lull Ioree end eltaet Its .,.latenee, righll and prrvitegao, and oheU comply with all r~~t<Aetiona , rules, ordinanceo, statutes, 
O<ders and decrees of eny governmental or q uesl-govemmentel authority or court applicable to Borrower and Borrower's busineu activities. 

Auurnad a-inau Narnea. Borrower hll fotad or recorcMd all documents or h~ngs required by law relating to Ill 111umed buaineso names 
used by Borrower. Excluding the name of Borrower, the following ;. e complete list of all assumed business names uniMr which BorTower 
does business: None. 

Authorb.edon. Borrower's execution, delivery, end pertorrnence ot this Agreeme nt and eU the Releted Doc:urnents have been duly 
authorited by a h necessary action by Borrower and do not conflict wi th, resul t in a violation ot, or constltu11 a de fault undar C1l any 
proviaion of any agreement or other Instrument binding upon Borrower or 121 any law, governmental regulation, court decree, or o rder 
applicable to Borrower or to Borrower's properties. 

Ananelel lnfO<mat lon. Each of Borrower's financial statements supplied to Lender uuly and completely dlaclosed Borrower's llnancle l 
condition IS ot the da te o f the n atement, and there has been no material edverse change In Borrower's financial condition oubsequent 10 
the date of the most recent flnanciel statement supplied to Lender. Borrower has no materiel contingent obligations except u discloaed In 
auch fonanclel statemonta. 

legal EHact. This Agree ment constitutes. and any Instrument or agreement Borro wer Is required to give under this Agreement when 
delivered will constitute legal, valid, and binding obligations of Borrower entO<ceeblo against Borrower in accordence with their reapective 
term a. 

Properties. Except as contemplated by this Agreement or es previously disclosad In Borrower's llnanc;ial atatements or In writing to lender 
end as aecepted by Lender, end except for property tu Iiane lor taxes not praaently due end ~yable, Borrower owna end has good to tie to 
aB of Borrower's properties tree and cteer ol all Security Interests, and has not e xecuted a ny security documents 0< financing atetementa 
relating to auch properties. An of Borrower' a properties ere titled In Borrower's legal name, end Borrower has not usad or flied • hnenclng 
statement under any othet name tor 11 least the last five 151 yetra. 

Haurdous Subsllneas. Except as disclosed to end ac knowledged by Lender In writing, Borrower represenll and werrents that: 111 During 
the period of Borrower's ownership of the Coflateul, there hll been no use, generetion, manuflcture, otorage, trutment, d•spoul, releese 
0< threatened releeae o t any Hazardous Substance by any petson on, under. e bout or from any of the Coltateral. 121 Borrower has no 
knowledge of, 0< reeson to believe that there hea been lel any breach 0< violltion of any Envi<onmentol law.; lbl any use. generation, 
menufacture. atorege, treltment, d llpoael, releue or threttenad releue of any Hu erdous Substtnce on, under, about or from the 
Collltelll by any prior ownera or occupenta of eny ot the Cofllterll; 0< (cl 1ny ectual or threetened itogltion or claims of III'IY kind by eny 
person reletlng to such matters. (31 Neither Borrower nor any tenant, contrectO<, agent 0< other authorized user of any of the Colllterel 
aheN use, generate, manulacture, store, treat, dispose of or releese any Hn 11dous Subltence on, under, about or from eny of the 
Collateral; and any ouch ect.vity shell be conducted In compliance w ith all applicable federal , stete, and local lews, regulations, and 
ord.nancea. inc;ludif111 without limitation ell Environmentel Lew a. Borrower authorizes Lender end Itt egenta to enter upon the Colllterol to 
meke such Inspections and teltl 11 Lender may deem appropriate to determine compliance of the Collateral with this section ot the 
Agreement. Any inspections or tests made by Lender shell be at Borrower's expense and tor Lender's purposes only end ahell not be 
consrrued to create any respoosiblhiY or liebihty on the part ot Lender to Borrower or to eny other person. The representationo end 
werranties contained herein are baaed on Borrower'• due ddigence In Investigating the Collat.eral Ia< hazardous waste e nd Hazardous 
Substances. Borrower hereby Ill refuses and wa ives any future claims against Lender fO< Indemnity or contribution In the event 
Borrower becomes lieble tor cleanup or other coau under eny auch tewe, and 121 agrees to Indemnity, defend, and hold harmless Lender 
egelnst any and e ll claims. losses, liabllitiea, damages, penalties. and el(l)8nses which Lender may directly or Indirectly sustain or sutter 
reault ing from 1 breach ol this section of the Agreement or as a consequence of any use, generation, manufacture, atorege, dlopooel, 
releese or threatened release of a hazardous wute or aubstence on the Collatera l. The provisions of this section of the Agreement, 
including the obllgedon to Indemnify and defend, ahell •urvive the pjlyment of the Indebtedness end the termination, explrauon or 
Mlltfactl" " ot thla ,~> rwement end shaM not be alloct~d by lender'a ec:quisltlon ot any lntereat In any of tho Collateral, whether by 
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lJdO•tion lind Claims. No litigation, eleim, lnveatigetion, administra~ve p..ocaading or slmiler ectlon hncludlng those lor un~ tnea) 
agoirut Borrower is pending or tlveotened, end no other event hn oceuned which mey materlely edvefsety effect Borrower's hnanc.ol 
conclltlon or PfOpertiu, other then lltlgotlon, clelmt, or other events, if eny, lhet neve been dotcloaed to end acknowledged by Lender In 
writing. 

Tues . To the beat of Borrower'• knowledge, ell of Borrower'• tax returru end reports thet are or were required to be filed, heve been 
hied, end all taxes, asseumenta end other governmentel charges neve bean peid In full, except thoae p..esently being or to be conteattd by 
Borrower In voa<1 faith In the ordlnery course of busineu and for which edequete reserves neve been p..olllded. 

Lien Priority. Unless otherwiae previously dieclosed to Lender In writing, Borrower his not entered Into or granted any SecuritY 
Agr-nts, or permitted the f1hng or onochment of any SecuritY Interests on or affecting any of the Colleteral directly or Indirectly 
securing repeyment of Borrower' a Loon ond Note, that would be prior or thet moy In any w1y be superior t.o Lender' I Security lnteraltl end 
rights In end to auch Colfoterel. 

111nc1ng EffKt. This Agreement. the Note, 1111 Security Agreements Iii ony), and all Related Documents 11e binding upon the aigners 
thereof, 11 wei os upon their succeuors, rep..esentatlvet end 1ulgne, end are legally enforceable In eccordance with thelt rupecwe 
termS. 

AFfiRMATIVE COVENANTS. Borrower covenant• end agrees with Lender the I. 10 long 11 this Agreement remeiru In effecl. Borrower wHI: 

NodcM of Clelmo end l.ldgatiorl. Promptly Inform Lender In writing ol 111 elf meteriel adverse chenget In Borrower'• finonclel cond1110n, 
end (2} on ext.tlng end all threatenad &us-tion, clalmt, lnveatlgltiOnl, administrative proceed1ng1 or ~~~mUar eetlont affect ing Borrower or 
any Guarantor which could moterlolfy offect the finenclel cond1tion of Borrower or the linenciel condition of any Guerantor. 

Flnanc:W RICOfCM. Maint•in Ita bookl end records In accordence with GAAP, applied on a consilient basla, end permit Lender to exemine 
end aud1t Borrower's bookt and recorda at all reasonable times. 

Flnanc:W Stat-.. Furnish Lender with the following: 

Annuool Stetamenta. AI aoon at available, but In no event later then alxty 160) daya alta< the end of eech foscal year, Borrower'• 
bile nee wet and Income atotement lor the yea r ended, prapl!ed by Borrower. 

To. ~. A1100n as available, but In no event late< than aixty (601 days alter the applluble 111ng dete for the tax reportJng periOd 
ended, Borrower's Federal end other govemmenttl tex returns. prepared by a tax professional ••~factorY to Lender. 

AI fll\lnCIII reportt required to be p..ovided under this Agreement lhel be prepe<ed in accordance with GAAP, applied on 1 cons,.tent 
bu,., end cerofied by Borrower " being true end correct. 

Acldhlonellnfotmetlon. Fumiah auch additional inlormetlon and ltltaments, as Lender may requelllrom lime to tJme. 

lnaurenc.. Maintein lire and other rlak lnaUfance, public liebllity Insurance, and auch other Insurance •• Lender mey require with reapect to 
Borrower's properties end operetions, In form, emounts, coverage a end with lnaurence companltlt eeceptable to Lender. Borrower, upon 
reque11 of Lender, will deliver to Lender !rom time to time the policiea or certificate• ol Insurance In form uoafectory to Lender, Including 
atipuletlona that coverage• will not ba eencelled or d imln.shed without at least ten 1101 days prior wrlnan notice to Lender. Each Insurance 
policy also shell Include en endotaement p..ovidlng thet coverege In favor of lender wijl not be Impaired In any wey by eny ect, omiuion or 
deleult of Borrower or any other patton. In connection with ell pol1cies covering auets In which Lander holda or Is otlered a security 
lnttrelt lor the Loans, Borrower will provide Lender with ouch lender' • lou peyable or other endorsementa es Lender may require. 

lnaurenc. Report~. Furnlah to Lender, upon requeat of Lender, reportS on each existing lnaurance policy ahowing such lnlormetlon as 
Lender mey r11sonably requut, Including without limitation the lollow1ng: 111 the neme of the ln&urer; (2) the rlskl inaured; 131 the 
omo...,t of the policy; (41 tt. propenlu lntured; 151 the then current property valuea on the belis of which Insurance hal been obtelned, 
end the manner o f determining thoae vatuea; and 161 tt. upireiJOn data of the policy. In additiOn, upon request of lender (however not 
mora often than onnueayl, Borrower wal neve en Independent apprMHr IIUtlactory to lender deterrrune, 11 eppllcable. the actual Cllh 
value Of replacement cost ol eny ~tarat. The COli or auch appre.aal theft be peid by Borrower 

Othe< A....,...,u. Comply with ell ttrma end conditlonl of aU other egreemenll. whether now or herufter exill ing, between Borrower 
ond any other party and notify Lender lmmed'otlely In writing of any defouft in comectlon with eny other auch egreement1. 

l~ Proceed~ . Use all Loan proceeds 10lely lor Borrower's buaineu operatlonl, unless apec:ilieally consented to the contrary by Lender In 
writing. 

TuH, Clw1101• and Liens. Pay end diacherge when due all ollta lndebtadnell and obligations, Including wlthoutllmitetion all esaenmenta, 
texea, goverrvnentel cherges, lovlea and l~ens, of every kind ond neturo, lmpoted upon Borrower or Its propertiea, Income, or l)fOfits, prior 
to tt. dete on which penelties would ottoeh. end oil lawlul cleima thet, II unpaid, might become a hen Of chargo upon any of Borrower'• 
propertiea, Income, or profits. Provided however, Borrower wilt not be reqUited to pey 1nd discharge any auch 11sessmen1, tex.. cherge, 
levy, Uen Of claim 10 long 11 (1) the lega~ty of the 11me shell be contelted In VOOd Ieith by lpptOI)flate proceedings, end 121 Borrower 
ahel hive utobliahed on Borrower'• booke adequne reaerves w1th rupect to such contuted IINtsment. tex, cherge. levy. fien, or claim 
In eccordonce with GAAP. 

Perlorm811C1. Perform end comply, In a timely monnor, with on terms, cond1tlons, end proviliona Ill forth In thll Agreement, In the Related 
Oocumenll, end In all other lnstn•menta and egreementa bat ween Borrower and Lender. Borrower aheM notify Lender lmmec:loately In 
wriung of any deleult In connection with 1ny agreement. 

Operatlont. Melntaln executiv1 1nd management peraonnel with subltentielly the aame qullifiCatlona and experience 11 the preaenl 
execuuve end menogement per10nnel; provide wrlne" notice to Lender o l any chenge in executive end management personnel; conduct Ita 
butineSI 1ff11n In e reeaonable and prudent manner. 

Enwonmental SIUdiu. Promptly conduct end complete, et BorroNer'a expense, all auch lnveatlgatoons, 11vdies, aamplings ond tostings 11 
mey be requested by Lender or any governmental authonty relauve to any subttance, or eny wute or by-product or any s ubetanco dehned 
a toxic or a hazardous substance Utlcler applocabfe federal, atete, or local law, rule, regulation, order or d irective, at or effec:ung any 
property or any facility owned, leaaod Of used by Borrower. 

Compliance with Go...........uol ............ nu. Comply with al Iowa, ordJr\lnces, end reguletlont, now Of hereafter in effect, of an 
goverrvnentel outhorlties appllcoble to the conduct of Borrower's properties, buslnesus and operatlonl, end to the uso or occupancy ol the 
Collateral, Including without limitation, the Americana Wi th Oisebil1tiea Act. Borrower may contlltln good faith any such law, ordinance, 
or regulation end withhold comphonca during ony proceeding, lnclud1ng approprlete eppe•"'· ao long 11 Borrower het notified Lender in 
writing p..ior 10 doing 10 end ao long u , In Lender's tole opinion, Lender' • Interests In the Conaterel ere not jeopardized. Lender may 
require Borrower to post adequate tecurity or 1 aurety bond, reosonabfy eetlsfectorv to Lender, to protect Lender'• lntere11. 

lnapactlon. Permit employees or egonts of Lender e l any rea10neble time 10 inspect any end ell Colltteral lor the loan 01' Loaru end 
Borrower'• other properties and to uarnone or oudit Borrower's booke, eccounts, end record• end to m•kl copies ond memoranda o l 
Borrower'• boob, eceo...,ts, ond recordl. II Borrower now or at eny time hetufter maintains ony recorda (including without Nmite tion 
computer generated records end computer soltwere programs lor the generation of such recorda) In the poueuion of 1 tlWd Plf!V, 
Borrower, upon request ol Lander, aheU newly such party to permn Lender free ecceu to such recordl 11 en reoaonable tirnol and to 
proVIde Lender w1th cop;ta of eny rOCOfdalt mey request. a U 11 Borrower'• e-. 

Enw.,.._,., Compliance ond Rapona. Borrower ahell comply "' ea respec:u with eny end all ErwironmentoJ Lewt; not cause or perrrut to 
exm. 11 1 result of an lntentoonel or unlntenuo nel action or om.atJOn on Borrower's pert or on the pert ol a.ny third perty, on p..operty 
owned ond/or occupied by Borrower, any environmental actiYliY where domage moy resUlt to the enwonment, unleu such environmentel 
tctiYliY II pursuant to and In compl11nce w1th the conditlont of a permit lnued by the apprOI)filte ladlral, atete or local governmental 
authorities; aheU furnish to Lender promptly end ln any event within thirty f301 deya after receipt thereof 1 copy of any notice, summons, 
lien, citation, directive, le n er or other communication from any governmental agency or instrumenteilty concerning any Intentional or 
unintentional oction or omission on Borrower' a part In connection with any environmental activity whether o r not there Ia demege to the 
enwonment and/01' other nature! resourcea. 

Aclclidonol Auuroncas. Moke, exec~ deliver to Lender si.ICh p..omouory notu, ~ •• deeda of trust, 11curlty agreements, 
auignmentl, financing ttllements, ~nts, documentl and other egreernents 11 Le- ot Ita enorneys may rea10nebly requeal to 
~e and secure the Loens end to perfect en Securiry lntern ta. 
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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 falls to comply with any provision of this Agreement or any Related Documents, including but not limited to Borrower's failure to 
dischlrge or pay when due any amounu Borrower Is required to disehlrge or pey under thia Agreement or any Related Documents, Lender on 
Borrower's behalf may ibut shall not be obligated to) take any action that lender deems appropriate, including but not limited to discharging or 
paying all taxes, !lens, security interests, encumbrances and other claims, at any time levied or placed on any Collatera l and paying ell coats for 
Insuring, maintaining and preserving any Collateral. All such expenditures incurred or paid by Lender for such purposes will then bear Interest at 
the rete chlrged under the Nota from the date Incurred or paid by Lender to the date of repayment by Borrower. All such expenses war become 
a pan of the Indebtedness and. at lender's option, will IAI be payable on demand; IBI be added to the balance of the Note and be 
apponloned among and be payable with any installment payments to become due during either I 11 the term of any applicable insurance policy; 
or 121 the remaining term of the Note; or ICl be treated as e balloon payment which will be due end payable at the Note's maturitY. 

NEGATIVE COVENANTS. Borrower covenants and agrees with lender that while this Agreement Is In effect, Borrower shall not, w ithout the 
prior written consent of Lender: 

lnclebtednus and U.ns. Il l Except f~ trade debt incurred In the normel courn of business and indebtedness to lender contemplated by 
this Agreement , create, incur or assume inclebtedneu l or borrowed money, including capital leases, 121 aell, transfer, mongage, assign, 
pledge, lease, grant a security Interest in, or encumber any ol Borrower's a58ets lexcepl as ellowed as Permitted lienal. or 131 sell with 
recourse any of Borrower's accounu, except to lender. 

Conmulty of Oper•tlons. (11 Engage in any business activities substantially ditferent than those in which Borrower is presently engaged, 
(2) cease operetions, liquidate, merge, transfer, acquire or consolidate w ith any other entity, chlnge Its name. dissolve or transfer or sell 
Collateral out of the ordinary 'ourse of business. or 131 make any distribution with respect to any capital account, whether by reduct ion of 
capital or otherwise. 

loens. Ae...._ltiono end G...,•nties. Il l loen. Invest In or advance money or assail to any other person, enterprise or entity, 121 
purchase, create or acquire any interest In any other enterprise or entity, or 131 incur any obligation as surety or guarantor other than in 
the ordlnerv course of business. 

Agreements. Enter Into any agreement containing eny provisions which would be violated or breached by the partormance of Bonower's 
obligations under this Agreement or in connection herewith. 

CESSATION OF ADVANCES . If l ender has mede eny commitment to make any loan to Borrower, whether under this Agreement or under eny 
other agreement, Lender shall have no obl;gation to make loan Advances or to disburse l oan proceeds If: lA) Borrower or any Guarantor Is In 
default under the terms of this Agreement or any of the Related Docr.xnents or any other agreement that Borrower or any Guarantor has with 
Lender; IBI Borrower or any Guarantor dies, becomes incompetent or becomes Insolvent, tiles a petition In bankruptcy or •similar proceedings, 
or is adjudged a bankrupt; !Cl there occurs a material adverse change In Borrower's firu~nclal condition, In the financial conditiOn of any 
Guarentor, or In the value of any Collateral securing any Loan; or IDI any Guarantor seeks, claims or othetwisa attempts to limit , modify or 
revoke such Guarantor's guaranty of the Loan or any other loan with Lander; or (EI Lender in good Ieith deems itself insecure, even though no 
Event of Defa<At shall have occurred. 

RIGHT OF SETOFF. To the extent permiued by applicable law, lender reserves a right of setoll in all Borrower's accounts w ith Lender !whether 
checking, savings, or some other accountl. This Includes all accounts Borrower holds jointly with someone else and all accounts Borrower may 
open In the luture. However, tho& does not Include any IRA or Keogh accounts, or any trust accounts for which setoll would be prohibited by 
law. Borrower authorizes Lender, to the utent perrnin ed by applicable law . to charge or setoll all sums owing on the Indebtedness against any 
and all such accounts. 

DEFAULT. Each of the following shall constitute an Event ot Delault under this Agreement: 

Payment Dtltult. Borrower fails to make any payment when due under the Loan. 

Other O.ftuha. Borrower fails to comply with or to perlorm any other term, obligation, covenant or condition contained In t~ls Agreement 
or in any of the Related Documents or to comply with or to perlorm any term, obligation, covenant or condition contained in any other 
agreement between l ender and Borrower. 

False StattiMntl. Any warranty, representation or atetement made or furnished to Lander by Borrower or on Borrower's behlll under this 
Agreement 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 thereaher. 

o .. m or lnaolvancy. The death of Borrower or the dissolution or termination of Borrower'• existence as a going buslneos, the lntiolvency 
of Borrower, the appointment ol a receiver for any part of Borrowet's propeny, any assignment l or lha benefit of creditors, any type ol 
creditor workout, or the commencement of any proceeding under any bankrupt.cy or Insolvency laws by or against Borrower . 

O.f..UV. Colatorlllizetion. This Agreement or any of the Related Documentl ceases to be In lull Ioree and etfect !including failure of any 
collateral document to create a valid end perfected security Interest or lien! 11 any time and for any reason. 

Creditor or Forfeiture ProceodJnis. Commencement ot 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 securing the Loan. 
This Includes a garnishment of any of Borrower's accounts, including deposit accounts, with Lender. However, this Ever)t of Default shall 
not apply if there is a good Ieith dispute by Borrower as to lha validity or reasonableness of the claim which It the buis ot the creditor or 
forfeiture proceeding and il Borrower gives Lender written notlce ol the creditor or forfeiture proceeding and deposits with Lender moni041 or 
a surety bond for the creditor or forfeiture proceeding, In an amount determined by l ender. in its sole discretion. as being an adequate 
reurve or bond for the dispute. 

Events Affecting G...,•ntor. Any of the preceding events occurs with respect to any Guarantor of any ot the Indebtedness or any 
Guarantor dies or becomes Incompetent, or revokes or dispute• the validity ot, or liabilit y under, any Guaranry of the Indebtedness. 

Aclvarao Change. A material adverse chlnge occurs in Borrower's financial condition, or Lender believes the prospect of payment or 
pertorrnance of the Loan Is Impaired. 

tnaacurity. Lender in good faith beroeves Itself Insecure. 

Right to Cure. tf any default, other than a default on Indebtedness, Is curable and If Borrower or Grantor, as the case may be, has not been 
given e notice of a similar default w ithin the preceding twelve 1121 months, it may be cured if Borrower or Grantor, as the case may be, 
after lender sends wrlnen notice to Borrower or Grantor, as the case may be, demanding cure of such default: (1 ) cure the default within 
thirty (30) days; or (21 If the cure requires more than thlny 130) days, Immediately Initiate steps which Lender deems in lender's sole 
discretion to be sufficient to cure the default and therealter contonua end complete all reasonable and necessary &laps sufficient to produce 
compliance as aoon as reasonably practical. 

EFFECT OF AN EVENT OF DEFAULT. If any Event of Default &hall occur, e><cept where otherwise provided in this Agreement or the Related 
Documents, an commitments and obligationa ol Lender under this Agreement or the Related Document.s or any other agreement Immediately w ill 
terminate Oncluding any obligation to make further Loan Advances or disbursements), and, at lender's option, all Indebtedness immediately w ill 
become due end peyeble, all without notice of any kind to Borrower, except that in the case of an Event of Defeult of the type deacribed in the 
"Insolvency" subsection above, such acceleration shell be automatic and not optional. In addition, Lendet shill have all tho rights and remedies 
provided in tha Related Documents or available at law, in equity, or otherwise. Except as may be prohibited by applicable law, all ol Lender's 
rights and remedies shall be cumulative and may be exercised singularly or concurrently. Election by Lender to puraue any remedy shall not 
uclude purstot ol any other remody, and an election to make expenditures or to take action to perform an obligation of Borrower or of any 
Grantor ahall not atfectlender'a right to declare a default and to exercise Its rights and remedies. 

MISCELLANEOUS PROVISIONS. The following moscellaneoua provisions are a pan of this Agreement: 

AIMndmenta. This Agreoment, together woth any Related Documents, constitutes the entire understanding and egreement ot the parties 
as to the matters set forth in this Agreement. No alteration of or amendment to this Agreement shill be effective unless given in writing 
and signed by the peny or penies sought to be charged or bound by the alteration or amendment. 

Attorneys' FMs; Expen .. s. Borrower agrees to pay upon demand all of lender's costs and expenses, Including lender' s reasonable 
attorneys' fees and l ender's legal expensea. incurred in connection with the enforcement of this Agreement. lender may htre or pay 
someone else to help enforce this Agreement, and Borrower shall pay the coati and expenses of such enforcement. Coats and expenses 
include Lender's reaaoneble auorneys' fees and legal expenses whether or not there is a lewault, Including reasonable euornevs' fees and 
le!)at expenses lor bl!nkruptcy proceedings tincludlng efforts to modil y or vacate any automatic stay or injunction), appeals, and any 
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anticop.ted -t·judgm&nt collection tervices. Borrower also shal pay all court costs and such edditlonat fees as may be directed by the 
coun. 
Caption HNdints. Caption haedongt in this AgreetMnt are for conwnlenca ~s only and ere not to be used to interpret or de line the 
provisoona ot this Agreement. 

CoNant to loan Participation. Borrower egreea and contents to Lender's sale or transfer, whathat now or leter, o l one or more 
p.nJclp.tion interests in the Loan to one or more purchasefl, whether relllted or u<VeJated to Lendef. lender may provide, without any 
hmolltJOn what-ver, to any one or more purcha..,ro. or potential purchase fl. any informetion or know»dge lender may ha"" about 
Borrower or about any other matter relatlng to tha Loan, end Borrower hereby wolves any rlghll to pnvacy Borrower may haw w ith r81pect 
to auc:h matter&. Borrower edditoonally wa!Yes any end ell no!JCes of 11le of p.rtlc;opetion intaresta, as w eN as a ll noticet of any repurchase 
of tuch PlltlciPillOn intereatt. Borrower also agrees that the purchaser~ of any such pardcipatlon interests w• be contidered 1 1 the 
ebtoluto ownera o t such lnteraata In the Loan end will have an the rights granted under the p.rtlc:lpa1lon agreement or agreamenta 
gowrning the oale of ouch panicopetion Interests. Borrower funher wa!Yes all rights of offset or counterclaim that it may he"" now or latar 
against Lender or against any purcha- of such e penicipetlon lntereat and unconditlonally agrees that either lender or such PIM'Chaser may 
enforce Borrower's obligation under the Loan lrreapectlve of the fallute or Insolvency of any holder of any intereat In the Loan. Borrower 
IIM'ther agrees thet the purchaser of any such perticlpallon lntarestt may enta<ce ito lnterntt lrrospect!Ye of any p.raonal claims or 
detentes thet Borrower may have agaontt Lender. 

Go-..lng Lew. This Agr-nt wll be eo-ned by fede<al lew applicable to lander end, to the utent not preempted by federal lew, the 
laws of the eo.n.-,-e~~~~ of bMUCky without regard to lu eonfticu of lew provlalono. This Agreement hal liMn accepted by Lande< In 
the~ of Kentucky. 

Choice of v....... If there Ia a lawa .. t, Borrower agrees upon Lender'a request to submit to the fl.rildictlon of the courts of Estil County, 
Commonwealth of Kentucky. 

NoW-'- by Lender. Lender ahaU not be deemed to ha"" waived any rights under this Agreement unleu such waiver Is g iven In writing 
and s igned by lender. No delay or omiuion on the pen of Lender In exercising any right aha" ope rete as a waiver of such right or any 
other right. A wal•er by Lender o l a provision of this Agreement ahall not preJudice or constitute a w aiver o t Lender ' a right otherwise to 
ctemand atrlc:t compliance wlth that proviaoon or any other provision ot this Agreement. No prior walwr by Lender, nor any course of 
dealing between lender and Borrower, or between Lender and any GrantO<, ahall constitute a walwr of any ot Lender 's rlghta or of any of 
Borrowor'a or any Granta<'s oblogallOnl aa to any futwe tran~actlons. Whene""' the consent of Lender Is required under thia Agreement, 
the granting of auch consent by Lender In any Instance shah not constrtute continuing consent to a~t instancu where a uch consent 
is reqwed end In ell casea tuch conaem may be granted or w~hheld In the tole diacretlon of Lender. 

Ncnkea. Any notice required to be given ....cler thia Agreement ahal be g!Yen In writing, end shall be eltectiva when actually deUwred, 
when actualy received by telefacaomile lunlesa otherwise required by lawl, when deposited with a nat.onalty recogni28d overnight courier, 
or, if mailed, when clepoaited In the United Stotea mail, as foret clan, cenlfied or registered mall postage prepaid, cforac:ted to the addr-• 
shown near tha beginning of thia Agreement, Any perty moy change Ita eddreu fa< notlces uncle< th<l AgrMment by giving formal written 
nouce to the other panlea, specifying that tha purpose of the notlce Ia to change the p.ny'a addre11. For notice purposes, Borrower 
agrees to keep Lender Informed at an time• of Borrower'& current eddreu. Unle11 otherwise provided or required by law, it there is more 
than one Borrower, any notice go van by lander to any Borrower Ia deemed to be notice given to ail Borrowera. 

Sovenobility. It e coun of competent jurisdiction fonds any pro•lsion of this Agreement to be illegal, Invalid, or unenforceable as to any 
clrcumatance, that finding ahall not make the ottending provision Riegel, Invalid, or unenforceable as to any other circumstance. If feasible, 
the a ttending provision ahall be considered modifoed ao that it bec:omaa !agel, volid end enforceable. It the o ttending provision cannot be ao 
modofied, It shaH be considered deleted from this Agreement. Unless otherwise required by law, the illegaloty, Invalidity, or unenforceablllty 
o t any provision ot this Agreement shal not atfect the legality, velicftty or enforceability o f a ny other provision of thos Agreement. 

Subeldieriu end AfflMt.a of llorro-. To the extent the context of any provisions of thia Agreement makaa it appropriate, Including 
without hmotation any representation, warranty or covenant. the word •Borrower· aa used in thts Agreement shall include al ot Borrower's 
aubsicfwiN end atfofiates. Notwithatanding the foregoing howe-. under no clrcumstancea ahal this Agreement be construed to reqwe 
Lender to tn~ke any Loan or other financ:oel accommodetlon to any ot Borrower's subsidiaries or alfoliatu. 

SuccauO<a and Aaaigna. AI covenants end agreements by or on behalf of Borrower contained In this Agreement or any Related 
Documents shan bind Borrowet'a auccenora and auogns and ahal ln...a to the benefit of Lander and Its successors and assigns. Borrower 
ahal not, however, have tha right to aulgn Borrower's rights under this Agreement or eny lnteraat therein, without tha p<lor written 
consent ot Lender. 

s .. vtval ot Repreaem.tlona end WenW~tlea. Borro wer understand• and agrees that In making the Loan. Lender is relying on a ll 
repruantationa, warranties, and covenants made by Borrower In this Agreement or in any cenillcate or other instrument deli.,.red by 
Borrower to l ender under thll Agreement or the Related Oocumenu. Borrower lunher agrees that regerdla" ol any Investigation made by 
lender, all such representltiona. warranties and covenantt wiU s~ive tha making ot the Loan and delivery to Lender of the Related 
Documents, ahal be continuing in natiM'e, and shall remain In tuft Ioree and effect until auch time as Borrower's Indebtedness shall be paid 
., tuft, or unt~ this Agreement shal be terminated In the manner provided above, whichever fa the lest to occ ... 

Tlme Ia of the Essence. l1me ia of the alienee In the performance of this Agreement. 

DEFINfTlONS. The following capitalized worda and terms shalt have the following meanings when used In thla Agreement. Unlesa ap.cohcelly 
stated to the contrary. aU references to dollar amounts shall mean amounts In lawful money of the United States of America. Worda and terms 
UMd In the singular shall include the plural, ond tha plural shall include the singular, as the context may reqUtre. Words and terms no1 otherw11e 
defined in tNt Agreement shall have the meanings attributed to tuc:h terms in the Uniform Commercial Code. Accounting words and terms not 
otherwise detoned in this Agreement ahal have the meaning& euogned to them In accordance with generally accepted accounting principles 11 In 
affect on tha date of this Agreement: 

Advance. The word • Advance• rneena a disbufsement of Loan lunda made, 0< to be made, to Borrower or on Borrower's behalf on a lone 
of credit or multople advance bUll under the terms and conditions ot thJa Agreement. 

Agr-nt. The word •Agreement• means this Buslnesa Loan Agreement, • • tNt Busineu loan Agreemam may be amended or modofoed 
from ume to ttme, together w tth aU exhibits and Khedoles attached to this !lu$1ness loan Agreement from time to tome. 

Borrower. The word ·aorrower• means Estil Co Water Olstrlc:t 11 and includes all co-signers end co-makers signing the Note end all their 
auccuaors and auigns. 

Collateral. The word ·eollaterar meana en ptopeny and aneta granted as collateral security tor a Loan, whether reel or peraonal propeny, 
whether granted directly or Indirec tly. whether granted now or in tha future, and whether granted In the form of a security lntereat, 
mongage, collateral mongage, deed ol trust , assignment, pledge, crop pledge. chattel mongege, colllttrel chattel mongage, chattel truat, 
lector's llen, equipment trust , conditional sale, trull receipt, lien, charge, lten or title retention contract, lease or consignment Intended es a 
aac .. ity device, or any other security or llen Interest whatsoever. whether created by law, contrac:t, or otherwlae. 

Environmental Lews. The words • Environrnenlll Laws• mean any and • • state, taderel end loc:al statutes, regulations and ordinanc:eo 
retatong to the protectlon of hiM'nan health or the environment, includong without Nmitation the Comprehensive Environmental ReaponM, 
Compensauon, and l labihty Act of 1980, •• emended, 42 U.S .C. Sectlon 9601 , et seq. c·CERCLA· t. the Superfund Amendmenta and 
ReauthonutJOn Act o f 1986, Pub. l. No 119-499 rSARA•t, the Hazerdoua ~terielt TransponatJon Act, 49 U.S .C. Sectlon 1801 , 11 seq., 
the Reaouree Conservation and Recovery Act. 42 U.S .C. Secuon 6901 , at seq., or other apptoc:able atste or 1-ral lawa, rules. or 
regulattona adopted pursuant thereto. 

E.....,t of Default. The words ·e.,.nt ot Detautt• mean any of the avantt ol default set fonh In thla Agr"ment In the default sectoon of this 
Agreement. 

GAAP. The word •GAAP. moans generally accepted accounting principles. 

Grant Of. Tha word "Grantor· means each and all of the persons or entitles granting a Security Interest in any Collateral tor tho loan, 
Including without limitation all Borrowers granting such a Security Interest. 

Guarantot. The word · Guarantor• mea.a111.ny guarantor, surety, or eccommodation pany of& or all o f the Loan. 

Guaranty. Tha word •Guaranty• mea,. guaranty from Guarantor to Lender, Including - ut ~mltatlon a guaranty of all or pan of the 
Note. 
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HILIMdous Sut..tancea. The words "Hazardous Substances• mun materials that, because of their quantity, concentration 01 physical, 
chemical or infectious characteristics, may cause or pose 1 present or potential hazard to human health or the environment when 
Improperly used. treated, stored, disposed of, generated, manufactured. transpotted or otherwise handled. The words "Hazardous 
Subatancea• ere uaed In their very broadest sense and Include without limitation any e.nd ell hezardous or toxic subetancea, materials or 
woste as defined by or ~sted under the Environmental Laws. The term "Hna<doua Subltancea• elao lncludea, without limitation, petroleum 
and pel!oleum by·producta or any friction thereof and asbestos. 

lndebtlldneu. The word "Indebtedness" means the indebtedness eW!t!nced by the Note or Related Oocumenta, including all principal and 
intereat together with all other indebtedneu and costs and expenses for which Borrower Is responsible under this Agreemem or under any 
of the Related Documents. 

L.ender. The word "Lender" means Citizens Guaranty Bank, Its successors and assigns. 

Loan. The word "loan• means any and an loans and financlel accommodations from Lender to Borrower whether now or hereafter 
existing, and however evidenced. including without limitation those loans and hnanclal accommodations described herein or described on 
any exhibit or schedule ·attached to this Agreement from t.ime to time. 

Note. The word "Note• means the Note dlled January 29, 2016 end executed by Eotlll Co Water Olttrict 11 in the principal amount of 
$100,306.00, together with ell renewals of, extensions of, modifications of. refinancings of, conaolidationa of, and substitutions for the 
note or credit agreement. 

Permltt.cl Uens. The words "Permitted Uens• mean 11) liens and security Interests securing tndebtedneu owed by Borrower to Lender; 
(21 liens for ta•es, aasenmenta, or similar charges either not yet due or being coruested In good faith: 13) liens of materialmen, 
mechanics, warehousemen, or carriere, or other like liens arising in the ordinary course ot busineu and securing obllgatlons which are not 
yet delinquent; (41 purchase money liens or purchase money secur·ity interesta upon or In any property acquired or hald by Borrower In the 
ordinary course of buslneu to secure indebtedness ouutandlng on the data of this Agreement or permitted to be Incurred under the 
paragraph of this Agreement titled "Indebtedness and Liana•; (6) liens and security lntaresta which, as ot the dote of this Agreement, 
have been disclosed to and approved by the Lender in writing; and (61 those liens and security Interests which In the aggregate conttitute 
an lmmotorial and Insignificant monetary amount with reopect to the net value ot Borrower's assets. 

Rotat.d Oocur!Mnts. The wordt "Related Oocumenta" mean aU promissory notes, credit agreements, loan agreements, environmental 
agreements, guaranties. aocurlty ogreementa, mortgages, deeds of trust, security deeds, collateral mortgage•. and all other Instruments, 
agreements and documents, whether now or herealter existing, executed In connection with the loan. 

Secwlty Agr......,t. The words "Security Agreement• mean and Include without limitation any agreements, promises, covenants, 
a.rrangements. understandings or other agreements, whether created by law, contract, or otherwise, evidencing, governing, representing, or 
creating a Security Interest. 

Security lntereat. The words "Security Interest" mean, without limitation, any and all types of collateral security, present end future, 
whether in the form of s fien, cherge, encumbrance, mortgage, deed of trust, aecurity de.cl, nalgnment, pledge, crop pledge, chettel 
mortgage, collateral chattel rnottgege, chattel trust, foetor's lien. equipment t rutt, conditional sale. trull receipt , lien or title re tention 
contract, lease or consignment Intended as a security device, or any other security or lien interelt whataoever whether created by taw, 
contract, or otherwise, 

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS Of THIS BUSINESS LOAN AGRE£MEHT AND BORROWER AGREES TO 
ITS TERMS. THIS BUSINESS LOAN AGRE£MENT IS DATED JANUARY 29. 2016. 

BORROWER: 

ESTILL CO WATER DISTRICT 11 

By: 
'"'a"",-ag-;A""'w= r;g'"'h:-:t-, -=a..wm.n==--o""t'"'u=III"""'Co:-:w=a~.=-.-, "'DIW,...,...,..Ict­,, 

By: 
•w=illiam"'' -.,....,,_...,d,.., ""T~,.-.. -ur-.,-o-:f""&"""'tllt,....,Co::-~w.,.a"'tar-=Dit,...,..tr"'lc-t-

'' 
LENDER: 

CITIZEIIIS GUARANTY BANK 

By: 
·~A~u~~~~-~~ad~Sig~na-,------------------------

Bv=-,.--=-,.-~~----~~~~-~~-
Jany M Arnold, Secretary of Esdi Co Water Olttrict ,, 
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References in the boxes above are for Lender'a use only 1nd do not kmh lhe IJ)pllelbUity of this doeument to 1ny particular loan or hem. 
Any item above contain! • • • • • 1\u been omitted due to text le tl\ Umltatlons. 

Grantor: &till Co Water Diotrict I 1 
76 Cacla< Grove Rd 
lrvlna, KY 40336-7697 

Lender: Cltiuna Guarenty Benlc 
fllvw Drive ll<anch 
25 River Drive 
P.O. Box 630 
~. KY 40336~30 
16061 723-.2139 

THIS COMMERCIAL SECURITY AGREEMENT dated January 29. 2015, Is rnada and executed between &tit Co Weter District 11 ("Grentor"t 
end Cltlzono Guaronty Bank ("lender"). 

GRANT OF SECURITY INTEREST. For valuable conaldaratlon, Grentor gr1n11 to Lander a .. c .. lty lntares t In the Collaterol to aecure the 
lndabtadMso end Ill'"' 1Mrt Lender thai hava the rlfhts uatad In this Agr11rnant with respect to the Coltnerel, in lddillon to Ill other rights 
which Lender may haw by lew. 

COLLATERAl DESCRIPTION. The word "Colleterat• as used in this Agr0<1ment means the following described PfOperty, whether now owned or 
hereafter acquired, whether now existing or hereafter erlalng, and wherever loceted, In which Grantor Is giving to lender a security Interest lor 
the payment of the Indebtedness and performance of all other obligatiOns under the Note end tl\ls Agreement: 

AI Accountl Receivable now owned or heruflor ..,.,.,d in 1Mr operotion of &til Co Wot.r IMtrict 11 

In addotlon, lhe word "Collateral" also includes ell the following, whether now owned or hereafter acquired, whether now existing or hereafter 
erialng, end whatever loceted: 

CAl AN ecceuiona, ettachments, acceuorles, replacements of end add1tlons to any of the collateral described herein, whether added now 
or later. 

(81 AU P<oducts end P<Oduce of eny of the Pfoperty described in thlt CoUaterel ..,ctlon. 

CCI AU accountt, general intangibles, instrumenu, rents , monies, payments, and ell otl\er rights, arising out of e sele, leaoe, consignment 
or other dis position o f any of the property described In tl\is Collateral section 

IDI All Pfoteeds llncluding lnaurence proceeds) from the sale , deatructlon. loss. or other disposition of eny o f the property deacribed In this 
Collateral section, and sums due from a third party who has damaged or destroyed the Collateral or from thet party's Insurer. whether dua 
to judgment, aelllement or other process. 

(EJ All records and data relating to a ny of the property described In tl\is Collateral section. whether In the form ol a writing, photograph. 
microlilm. miCro fiche, or electronic media, together w ith all of Grantor' s right. title, and interest in and to all computer sof tware required to 
utilize, crelle, maintain, and process any such records or data on electronic media. 

RIGHT OF SETOFF. To the extent permitted by applicable law, Le nder reserves a right of &etoff In ell Grantor's account& with Lender (whether 
checking. savings, or some other account), This includes ell accounts Grantor holds jointly with someone else and all accounte Grantor may 
open in the lut .. e . However, this doea not Include any IRA or Keogh eccourns, or any trust accounts tor which setoff would be prohibited by 
law . Grentor authorizes l ender, to the extent permitted by applicable law. to charge or setoff all s ums owing on thelndebtedneu against any 
and all such accounta. 

GRANTOR'S REPRESENTATIONS AND WARRANTIES WITH RESPECT TO THE COLLATERAL. W•tl\ respect to lhe Cotleteral, Grantor reP<e..,nta 
and promises to Lender that: 

Perlec11on of Sec .. lty lntareat. Gr~ntor agrees to teke whatever ec tiOfiS are requeated by lender to perfect end continue lender 's security 
Interest In the Cotleterel. Upon request of Lender, Grantor wll deliver to lender any and all of the documents avidenclng or constituting the 
Collateral, and Grantor will note lender's interest upon any end all chattel paper and instrUments if not deUvered to Lender tor posseulon 
by lender. 

Notlcas to Lender. Grantor will promptly not•ly Lender In writing at lAnder's eddreas shown above (or such o ther addresses 1 1 lender may 
designate from time to time) P<IOf to any 111 chenge in Grantor's name; (21 change in Grantor' s anumed buaineu namelal; (31 change 
In the structure of the en tity Grantor; (41 chango in the authorized algnerla); (61 change In Grantor's principal office eddresa; 161 change 
In Grentor 's principal residence; 171 converakln o f Grantor to a new or di fferent type of busineu entity; or (81 change In any other eapect 
of Grantor that directly or Indirectly reletea to any egreemente between Grantor and Lender. No change in Grantor's name wUitake effect 
until after Lender has received notlce. 

No VloUtlon. The e xecution and delivery of this Agreement w UI not violate any lew or agreement governing Grentor or to whic h Grantor it 
a party. 

Enforcaebllity of Collateral. To the extent the Collateral consists ol accounts, chattel paper, or general Intangibles, as defined by the 
Uniform Commercial Code, the Collateral Is enforceable In accordance with lis terms, is genuine, end fully complies with all appllceblo lawa 
and regulations concerning form , content end manner of Pfeperation and a><ecution. and all persona appearing to be obligated on the 
Collateral have authority and capacity to contract and ere in fact obligeted 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 reP<esenting an undisputed, bone 
fide Indebtedness Inc urred by lhe account debto r, tor merchandise held subject to delivery inat.ructions or previously shipped o r delivered 
pursuant to a contract of sale, or for aervlcea previously performed by Grantor wittl or lor the account debtor. So long u thia Agreement 
remains in e ffect, Grantor shall not, without Lender'a prior wrillen consent. compromise, settle. edjust, or extend payment under or with 
regard to any such Accounts. There shell be no setoffs or counterclaims against any o f the Collateral, end no agreement ahall have been 
made under which any deductions or ditcounta may be claimed concerning lhe Collateral except those disclosed to lender In writing. 

location of 1Mr Collateral. EKcept in the ordinary couree of Grantor 's business, Grantor egrees to k0<1p the Collateral (or to the extent the 
CoUeteral consists of intangible PfoperfY such •• eccounto or general intangibles, me records concerning the Cotleteralt at Grentor's 
address shown above or at such otl\er loce~ona 11 era acceptable to Lender. Upon lender' a request, Grantor wUI deliver to Lender In form 
utlslactorv to Lender a schedule of real propert ies end Colleteral locatoons relating to Grantor's operations, lnclud1ng without limitetion the 
following: 111 II real property Grantor owns or is purchuing; 121 ell real property Grentor Is renting or leasing: 131 all s torage facilities 
Grentor owno, rents, leues, or u11a; end 141 ell other propertiea where Colllteral is or may be loceted. 

R......,., of thl Collatetll. Except rn the ordonlry course of Grentor'o businau, Grantor ahall not remove the Collatera l from Its existing 
locatoon without lender's prior written consent. Grentor shall, whenever requested, advise l ender of the exact location o f the Collateral. 

Trenoactiona Involving Collateral. Except tor inventory sold or accounts coNected In lhe ordinary course of Grentor·a bullnau, or as 
o therwise provided lor in tl\is Agreement, Grantor shall not sell, otter to sell, or otherwise transfer or dispo.., ol tl\e Collateral. Grantor 
shift not pledge, mortgage, encumber or otherwise permit the Collaterel to be 1ubject to any lien, security interest, encumbrance, or 
charge, other than the aec .. ny •ntareat provided lor In thll Agreement. w1thout the prior wrillen consent of Lander. This Includes secunty 
lnterest5 even If junior In right to the securny lnteresll granted under this Agreement. Unless waived by Lender, all proceeds from any 
disposition of the Collateral ltor whatever reason! s hall be held In trust for lender and shall not be commingled with any other lunda; 
provided however, this requirement shall not con11ituto consent by Lender to any sale or other d isposition. Upon receipt, Grantor shan 
immediately deliver any such P<OCO<Idl to Lender. 

rrtlt. Grantor represents end warrants to lender that Grantor holds good and marketable tit le to the Collateral, free and clear o f all liens 
end encumbrances except for the lien of this Agreement No hnencing atatement covering a ny o f the Collateral 11 on file in eny public 
o ffice other than those which reflect the ..,curity inttrell created by this Agreement or to which lender has apecltlcally consented. 
Grantor shall defend Lender's rights in the Collateral egalnat the claims and demands of all other persona. 

Rapaiu end Molnttnence. Grantor egreea to keep end maintain, and to cause others to keep and maintain. tho Collateral In good order, 
repair end condnion at all times while this Agreement remains In effect. Grantor further agrees to pay when due all clalma fo r work done 
on, or services rendered or moterlel lurrws hed In connection with the Collateral ao tha t no lien or encumbrance may ever attach to or be 
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lnspeC1kln of Coleten1l. Lender end Lender' a deaignated representative• end agento ahaQ have the nght II 111 reeaoneble times to 11<amine 
and Inspect the Collateral wherever loclted. 

lana. Aueumento end llena. Grantor will pey when due all IIXOI, euasaments end liens upon the Collateral, ita uu or operttion, upon 
this Agreement, upon any ptomllaory note or notes evide114:ing the Indebtedness, or upon any of the other Rallied Documents. Grantor 
mey withhold any such payment or mey elect to conteot any lien if Grantor lain good faith conductJnQ an approprlete ptoceeding to contest 
the obllgetlon to pay and 10 long ea Lander'a lntereat In the Cotlnerel II not jeopardized In Lender'a IOie opinion. If the Colleterel is 
1~tad to 1 lien which is not discherged within f1heen 1151 days, Grantor ohell deposit with Lender cnh. 1 sufficient corporlle aurety 
bond or other security ntlafectory to Lender In an emount ldeQUite to pto.;de for the discharge of the lien J)IUI any lntereat, costs, 
reeoonable 1norneys' tees or other chergea thet could accrue as • reault of forecloture or ule of the Colleteral. l.n 1ny contest Gr~ntor 
oheU defend ltHII and Lender end theQ 11tlofy any final 1dveue ~nt before enforcement 11111inat the Coll1terel. G11ntor 1hefl n~me 
lender eo en additional obligee under any ouraty bond furnlthed in the contelt proceeding•. Grantor further agrees to furnish Lender with 
tvidell4:1 that such taxes, 1ssessments, and governrnlntal end other chergel heve been paid In fiAt end in a timely menner. Grentor may 
withhold eny IUCh payment or mey elect to contest any lien If Grantor Is In good faith conducting an appropriate proceeding to conteat the 
obligation to pey and so long as Lender'• onterest in the Coftlleral is not jeopard~ed . 

Compiance with Gowmmer>tal Requhmenu. Grantor shell comply prompdy with a ll t.ws, ordinancet, rutea and regulationt of 1U 
governmentlf authorities, now or hereaher In eHect. epplie~ble to the ownerahip, ptoduction, 6'11posltlon. or use of the Colllteral, Including 
111 t.wa or regulations relating to the undue aroaion of highly .. rodibla l1nd or ral1ting t.o the conversion of wett.nds lor the production of an 
egncuftural product or commodity. Grentor mey conteat In good fa•th any ouch law, ordin~nca or regulatiOn and withhold complienca 
during any proceeding, including 1pproprfate appeelt, 10 long as Lender's intarest In the Collaterel, In Lander' I opinion, Ia not Jeopardized. 

Huardoua SubetllnCio. Grantor rapreaents end werrantl that the CoHeteral never has been, end never will be ao long •• this Agreement 
"'""'"' 1 lien on the Colllteral, used In violation of 1ny EIMronmental Llws or for the generation, menufacture, ator1ga, trlnaponall<>n, 
tre.ltment. diSposal, re lease or thrlltened release ol any Huardous Substance. The repreaentatlons and warrentles contained herein ere 
besed on Grantor'• due diligence in lnveat191tlng the CoHaterel for Hlllldoua Substall4:es. Grantor hereby Ill rele~~~ea and welvea 1ny 
future clllma eg1lnlt Lender for indemnity or contributiOn in the event Grantor becomes tiable for cleenup or other costs under any 
Envvonmentel lews, and C2J agr.u 10 indenWfy, deland, end hold hermless Lender egeinat any and II cllima and loeses resulting from • 
breach of this provision of this Agreement. This obfigelion to Indemnify end defend lhall survive the payment o f the lndebtadneu end the 
setisfectlon of this Agreement. 

Maintenance of C..uelty lniU1'81>C8. Grantor shell procure and malntlin .. rlskl Insurance, ill4:1uding without limitation ftre, theft and 
lilbillty coverege together with auch other inllll"lnce 11 Lender may requue with respect to the Colllterel, in form, amountl, c:overages and 
basis r11oonably acceptable to Lender and Issued by a company or eompenles reasonably acceptable to Lender. Gr~ntor, upon requeat ol 
Lender, will deliver to l ender from time to time the policies or cenifocates of insurall4:e in form utisflctory to Lender, Including stipulltions 
that coverages will not be canceDed or dimlnllhed without 11 least ltn Cl Ol days' prior wriuen notice to Lender end not including any 
disclaimer of the inaurer'• liability for tenure to give such a notlc:e. Eech Insurance pollc:y a lso shall Include en endorsement providing thll 
coverage In favor of Lender will not be Impaired in any way by any act, omleslon or default of Gr1ntor or any other person. In connection 
with aH policies covering eue11 In which Lender holds or Is otlered a security Interest , Grantor will provide Lander with such loas payeble 
or other endoraements as Lender may require . If Grantor at any time fells to obteln or maintain any lnaurell4:e as required under this 
Agreement, Lender may Cbut sha ll not be obligated tol obtain 1uch in1urence ee lender deems appropriate, 1114:1udlng If Lender eo choosea 
• s ingle Interest insurance,· which wRI cover only Lender' I Interest In the Collateral. 

Appk8tion of Insurance Proceeds. Grantor ahal promptly notlfy Lender o f any lose or damage to the Collateral if the .. limited cost of 
repair or repleeement exc"d' 5000, whether or not auch casuelty or loss It covered by Insurance. Lender may make proof of loaa If 
Gr1ntor leis to do so within fifteen 1151 deys of the cesuafty. Aft proceeds of any insurance on the Collateral, including eccrued proceeds 
thereon. shall be held by Lender as pert o f the Coft.ltrlf. It Lender consentt to repair or replecement of the dem1ged or destroyed 
Colllterel, Lender ohell, upon IIMfec:torv ptOOI o f expenditure, pay or rillmbursa Grantor from the proceeds for the ra1oonable cost of 
repair or restora110n. If Lender does not conaent to repair or repllcement of the Collaterol, Lender ahall retain a suftlcilnt emourn ol the 
ptoceeds to pey 1D of the Indebtedness, and sh .. pey the balance to Grentor. Any proceed• which hive not been disbursed within abc (6) 
months efter their receipt end whoch Grantor has not committed to the repelr or restoration of the Colllterel aheU be used to prepay the 
indebtednlu. 

lnlurence ...._,, Lender mey require Grantor to melnt1in wnh Lender reserves for payment of insurenu premiums, which res8Nes shel 
be cruted by monthly peymentl from GrantOt of • aum estimated by Lender to be 1uHicient to produce, 11 least f1fteen (151 days before 
the premium due dete, emounts 11 leNt equlf to the lneurell4:8 premiums to be paid. If foheen C15J days before peyment 11 due, the reserve 
funds ere insuffocient, Grantor shan upon demand pay ony deflcit114:Y to Lender. The reserve funds shan be held by Lender u • generel 
deposh 1nd shell constitute a non-lnterest·beering account which Lender may satisfy by payment of the lnsU<eooe premiums required to be 
peid by Grantor as they become due. lender does not hold the reserve lunda In truat for Grantor, lnd Lender Ia not the agent ol Grantor 
lor payment of the insur11nce premiurna required to be paid by Gr~ntor . The responsibility for the payment of premium a 1hell rematn 
G<1ntor's oole reaponslbillty. 

tns .. IIIC<I R..,.,u. Grentor, upon requeat of Lender , ahell lurntSh to Lender reportS on etch existing polocy of insuroll4:e 1howlng such 
Information 11 Lender may reuonebfy req~st Including the following: Ill the name of the lnaurer: 121 the risks lnsU<ed: 131 the amount 
of the policy; C4l the property insured; 151 the then cu<rent value on the buis of which lnaurance has been obteined end the manner of 
determining that value; and (61 the expiration date of the policy. In 1dditlon, Grentor shed upon requeat by Lender (however not more 
ohen then ennUIIIyJ have an ltldependent appraiser ullafectory to lender determine. as applicable, the cosh value or replacement cost of 
the Coft11er11. 

F'onenc:ln!l Stat.mento. Grantor 1uthorlus lender to hMI a UCC financing ltltement. or llternetlvely. 1 copy of this Agreement to perfect 
lender'• security interest. At Lender's request, Grantor ldditioneUy egr111 to olgn aU other documents thet ere necaaury to perfect. 
ptotect. 1nd continue Lender 's security lnte,.,st In the Propeny. Grantor will pay an filing feeo , title transfer feea, and other leas 1nd coe11 
involved unless ptohibited by law or unless Lender Is required by t.w to pay suc:h tees and costs. Grantor lrrevocllbly appolnll Lender to 
execute docurnenta necessary to trenafer tltle If there le a default. Lender may file 1 copy olthil Agreement •• 1 flntll4:1ng 1111ement. 

GRANTOR'S RIGHT TO POSSESSION AND TO COLlECT ACCOUNTS. UntU def_...t lnd except IS otherwise ptovtded below with respect to 
occounta, Grontor mey have possassion of the tengible per1on11 property and benlticiel use of aU the Colfatllll and may use It In any lawful 
manner not 1114:ons,stent with this Agreement or the Related Documents, provided that Grantor's right to posseesion and beneflclol use shel not 
epply to any Colllterel where poueuion of the Colt.teral by Lender ia required by law to perfect Lender' I security Interest In 1uch Collneral. 
Until otherwrse noufled by Lender, Grantor mey collect eny ol the Colleteral consisting of accounts. At eny time 1nd even though no Event of 
DefiUit a ... ts. Lender may exercise Itt rightl to collect the occounts lnd to notrfy occount debtors to melle payments d"ectly to Lendel for 
lj)pliuuon to the Indebtedness. II Lender at •nv bme his poasession of 1ny Colllterol, whether before or after an Event of Defeult, Lender shell 
be deemed to heve exerciaad reasonable care In the cwtody end preserv1tion of the Collateral if Lender likes 1uc:h ec:tlon for thlt purpose 11 
Grantor ehall raquul or •• lender, In Lender' a oole dileretion, ahiH deem IPPfOP'"te under the etrcumate.-s, but lailwe to honor eny r-t 
by Grantor ehall not of Itself be deemed to be a 11 lure to ••ercise r11oonabla care. lender thell not be requored to like eny atep1 nece11ary to 
preserve •nv rights In the Collltaral ega.nst prior parties, nor 10 protect. pre......,• or maintain any sec:ur11'( Interest g'ven to aec:ure the 
lndebtldnell. 

LENOEJI 'S EXPENDIT\JRES. If any oct10n Of proceeding Ia comme114:1d thet would materially 1flect Lender's interest In the Cotlaterel or If 
Gr1ntor fefta to comply with any provision of this Agreemont or eny Rlfated Documents, lncludtng but not Nmited to Grentor'a fetlure to 
dlscherge or pey when due any amounts Grantor Is required to d11c:herge or pay under this Agreemlf!t or any Related Oocumentl, Lender on 
Grentor '• behalf may (but shell not be obligeted tol like any 1ctlon thai Lender deems epproprlate, Including but not lliJllted to discharging or 
paying all tnea, liens, IICUI'ity interests, ell4:umbrtll4:ea end other ct.una, at any tme levied or pieced on the Collateral end paying aH COlli for 
Insuring, maintaining and preserving the Collateral. All such expend11ur11 ill4:urred or paid by Lender for such purposes will then bear Interest at 
the ratt charged under the Note fr om the dale incurred or paid by Lender to the date of repayment by Grantor. AD auc:h expenses will become a 
part of the lndetnedneu and, at Lender'• option, will IAl be peyable on demand; fBI be added to the balance of the Note end be apportioned 
among and be payable with any Installment peymenta to become due during erthel I 11 I he term of any applicable lnaU<ance policy; or f2J the 
remaining term of the Note; or (Cl be treet- a balloon payment which will be due end payaw the Nota'• m11ur1ty. Thl Agreement ello 
will secure payment of these amounll. Su ht shall be In addition to ell other rights and r "'' to which lender may be entitled upon 
DefaUII. 
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DEFAUlT. Each ot the following shalf constitute an Event of Default under this Agreement: 

PaynMnt Default. Grantor fails to make any payment when due under tha fndebtedneu . 
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Otheo- Defaults. Grantor falls to comply with or to perform any other term, obligation, covenant or conditiOn contained In this Agreement or 
in any of the Retetad Documents or to comply with or to perform eny term, obligation, covenant or condition contained In any othor 
agreement between Lender and Grantor. 

false St.aterMnta. Any wanenty, representation or statement mode or furnished to Lender by Grant.or or on Grentor'a behelf under thla 
Agreement or the Related Documents Is false or misleading In any material respect, either now or at tha time made or furnished or becomes 
false or misleading at any time thereafter. 

Defective Cobteraf!zatlon. This Agreement or any ot the Related Documents ceases to be in lull force and effect !including failure of any 
coUateral document to create a valid end perfected security Interest or llent at any time and for eny reason. 

tnsol.....,y. The Insolvency of Grantor, tho appointment of a receiver lor any pan of Grantor's propeny, any assignment lor the benefit o f 
creditors, eny type of creditor workout, or the commencemont of eny proceeding under any bankruptcy or inaotvency law a by or against 
Grantor. 

Creditor or Forfeiture Proceedinva. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, aelf,help, 
repoaseaaion or any other method, by any creditor of Grantor or by any governmental agency against any collateral secu<ing the 
Indebtedness. This Includes a garnishment of any of Grentor's accounts, Including deposit accounts, with Lender. However, this Event of 
Default shall not apply if there is a good talth dispute by Grantor as to tho validity or reasonableness of tho claim which Is the besl$ of tha 
creditor or forfeiture proceeding and if Grantor gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender 
monies or a surety bond tor tha credotor or forfeiture proceeding, in an amount detennlned by Lender, in Its sole discret.lon, as being an 
adequate reserve or bond for the dispute. 

Events AffKting Guar.,tor. Any of the preceding even11 occurs with respect to eny guarantor, endorser, surety. or accommodation party 
of any of tho lndebtednen 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. 

Adwr .. Change. A mat.erial adverse change occurs In Grantor's financial condition, or Lender believes the prospect of payment or 
performance of the Indebtedness Ia impaired. 

Insecurity. Lender in good faith believes itself insecure. 

C..a Provialona. If any default. other than a default In payment is curable and If Grantor has not been given a notice of a breech of the 
nme provision of this Agreement within tha preceding ·twelve 112> months, It may be cured if Grantor, ah et Lender sends written notice to 
Grantor demanding cure of such delaul" 11 t cures the default within thirty 130) days; or 12l if the cure requires more than thlny 130) 
days, Immediately Initiates steps which Lender deems In Lender 's sole discretion to be sufficient to cure the default and thoreafter 
continues and completes all reasonable and necessery ateps sufficient to produce compliance as soon as reasonably practical. 

RIGHTS AND REMEDIES ON DEFAULT. II an Event of Default occurs under this Agreement, at any time thereafter, lender shall have all tho 
rights of a secured pany under the Kentucky Uniform Commercial Code. in addit ion and without limitation, lender may exercise any one or 
more of tho following rights and remedies: 

Accelarote Indebtedness. Lender may declare the entire Indebtedness. Including any prepayment penalty w hich Grantor would be required 
to pay, Immediately due and payable, without notice of eny kind to Grantor. 

Anembla Collateral. lender may require Grantor to deliver to Lender all or any portion of the Collateral and any and ell cenifocates of title 
and othor documents relating to tho Collateral. lender mey require Grantor to assemble the Collateral and make lt available to Lender at a 
place to be designated by l ender. lender also shall have lull power to enter upon the propeny of Grantor to take possession of 1nd 
remove the Collateral. If the Collateral contains other goods not coveted by this Agreement at tho t ime of reponeaslon, Grantor agrees 
Lender may take such othar goods, provided that Lender makes reaaonable eflon .s to return them to Grantor after repossession. 

Sal the CoUeterel. 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 Grentor. Lender may self the Collateral at public auction or private ule. Unleu the Collateral threatens to decline 
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 alter whtch any private sale or any other disposition of the Collateral 
Is to be made. However. no notice need be provided to eny parson who, altar Event of Default occurs, enters Into and authenticates an 
agreement waiving that person's right to notifiCation of sale. Tha requir ements of reasonable notice shall be met if such notice ia given at 
least ten 110) days before the time of tha sole or disposition. All expenses relating to the disposition of the Collateral, Including without 
limitation tha expenses of retakong. holding, insuring, preparing lor sale end selling the Collateral, shall become a part of tha Indebtedness 
secured by this Agreement and shall be payable on demand, with lnt.erest 11 tha Nota rate from dat.e of expenditure until repaid. 

Appoint Recelvor. Lender shell have tho right to have a receiver appo;nted to taka possession of all or any pa.n of tho Collateral , with the 
power to protect and preserve tha Collateral, to operate the Collateral preceding foreclosure or safe, and to collect the rents from tha 
Collateral end apply the proceeds, gver and above tho cost o f the receivership, against the Indebtedness. Tl>e receiver may serve without 
bond if permitted by law. lender's right to the appointment of a receiver shall exist whether or not tho apparent value of the Collateral 
exceeds tha Indebtedness by a substantial amount. Employment by Lender shall not disqualify a person from serving es a receiver . 

Collect Revenues. Apply Accounts. Lender, either Itself or through a receiver. may collect the payments, rents, Income, and revenues from 
tho Collatetll. Lender may at any time in Lender's discretion tra,.rer any Collateral into Lender's own name or that o f Lender's nominee 
and receive the payments, rents, Income, and revenues therelrom 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 Collatera l coneista of accounts, general 
Intangibles, Insurance policies, Instruments, chelle! paper, choses in action, or similar property, Lender may demand, collect, receipt tor, 
settle, compromise, adjust, sue lor, foreclose. or realite on the Collateral as lender may determine, whether or not Indebtedness or 
Collateral is then due. For these purposes, lender may, on behalf of and in the name of Grantor, receive, open and dispose of man 
addressed to Grantor; change any address to which mall and payments are to be sent: end endot5a notes, checks, drafts, money orders, 
documents of title, instruments and Items perta ining to payment. shipment, or storage of any Collateral. To facilitate collection, Lender 
may notify account debtors and obligors on any Collateral to make payments d<rectly to l ender. 

Obtain Deficiency. 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 alter application of ell amounts received lrom the exercise ol the righta provided in this 
Agreement. Grantor shalf be liable lor a deficiency even If the transaction described In this subsection Ia a tale of accounts or chattel 
paper. 

Otheo- Rights and Ramed~s. Lender shall have all the rights and remedoes of 1 secured cred•tor under the provisions of the Unlform 
Commercial Code, as may be emended from time to time. In addition, l ender shall have and may uerclse any or all other rights end 
remedies it may have available at lew, in equity, or otherwise. 

Election of Ramedlea. Except es may be prohibited by applicable law, all o f Lender's rights end remedies, whether evidenced by this 
Agreement, the Related Documents, or by any other writing, shalf be cumulative and may be exercised singularly or concurrently. Election 
by Lender to pursue any remedy shalf not exclude pursuit of any other remedy, and en election to make expenditures or to take actoon to 
perform an obligation of Grantor under thos Agreement, after Grantor's failure to perform, shall not aliect Lender's right to declare a default 
end exercise its remedies. 

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are 1 pan of thit Agreement: 

Amendments. This Agreement. together with any Related DoctMnents. constitutes the entire unde.rstendong and agreement of tho pertiea 
as to the mailers set forth in thot Agreement. No alteration of or amendment to this Agreement shalf be effective unless given in writing 
and signed by the peny or panies sought to be charged or bound by the aheretton or amendment. 

Altorneys' F111: &pan .. s. Grantor agreet to pay upon demand all of lender's costs and expenses, including Lender 's reasortable 
attorneys' fees and lender's legal e.xpenses, incurred In connection with tho enforcement of thla Agreement. Lender may hire or pay 
someone else to help enforce this Agreement, and Grantor shall poy the costs and expenses of such enforcement. Costs and expenses 
Include Lender's reaaonoble anorneys' lees and legal e•penses whather or not there Is e lawsuh , Including reasonable attorneys' tees and 
IPgal e• f'('nres tor ban~ru)ltcy proceedings hnr.ludonu effort• to m<~dify or vacate any e•nomatic stay or Injunction!. appeals, and any 
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anticipated post-judgment collection services. Grantor a lso shan pay all coun costs and such eddltlonlll fees u may be dtrected by lhe 
coun. 

Caption H...tin9s . Caption headings in this Agreement are for convenience purposes only and are not to be used to Interpret or define the 
J)(ovlsions of this Agreement. 

Governing Lew. Thll AgrMme.nt will be go-..ed by Ieciere! llow ~ to Lander Wid, to the e xtant not preempted by federal llow, the 
~~~- of the eo.nn-waalth of Kentucky without regard to Ito conflir.u of llow provisions. This Agreement hu bean ..,.,.ptad by Lender In 
the c...,.,_,-lth of Kentucky. 

Choice of Venue. If there Is a lawsuit, Grantor agra.s upon Le~r's request to submit to the jurisdiction of the courtS of Estill County, 
Commonwealth of Kentucky. 

No Wal- by Lender. Le~r shad not be dHmed to have waived any rights l.flder this Agreement unleas such waiver Is given in writing 
and signed by Lender. No delay or omission on the part of lander in exarcis11111 any right she• operate as a waiver of such right or any 
olher right. A welver by Lender of e provision of thll Agreement sheU not preJudice or constiiUie e waiver of Lender's right otherwise to 
demand strict compliance with that provision or eny other prO'olision of Lhll Agreement. No J)(ior weiver by Lender, nor any course of 
dealing between Lender and Grantor, shall constitute a warver of any ol lender' I rights ot ol any of Grantor's obligations aa to any futute 
transactions. Whenever the consent of Lander is required under this ~eemont , 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 aole dtacrelion o f Lender. 

Notlcaa . Any notice required to be given under this Agra.ment shall be given In writing, and Shall be effective when actually delivered, 
when actually received by tolefacalmlle !unless otherwise required by law), when depaaited with e nationally recognized overnight courier, 
or, If mailed, when de posited In the United States mail, es fi rs t class, certihed or registered moil postage prepaid, directed to the eddrenes 
shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by g iving formal w rinen 
notice to lhe other parties, specifying that the purpose of the notoce is to chenge the peny's address. For notice purposes, Grantor agrees 
to keep lender Informed at all times of Grantor' a current address. Unleu otherwise provided or required by law, If there Is more then one 
Grantor, any notice given by Lender to any Grantor Is deemed to be notie,e given to all Grantor~ . 

Po-r of Attorney. Grantor hereby appoints lender as Grantor's irrevocable attorney·in·fat:t for the purpose of eJCeeutlng any documents 
necessary to perfect. amend, or to continue the security lnterut granted In thle Agreement or to demand terminetlon of filings of other 
secured parties. Lender may at any time, e nd without further euthorizauon from Grentor. file a corbon, photographic or other reproduction 
of any financing statement or of this Agreement lor use ss 1 financing statement. Grantor w ill re mbuue Lender tor all upensu tor the 
perfection end the continuation of the perfection of lender's security interest In the CoUateral. 

s.-abilty. If a coun of competent jurisdiction finds 1ny provision of this Agreement to be illegal, Invalid, or unenforceable as to any 
clrcumstence, that findrng •han not make the offending provision illegal, Invalid, or unenforceable as to 1ny olher circumstance. If feasible, 
the offending provision shoJI be considered modified so that it becomes legol, valid and e nforceable. If lhe offending provision eeMOt be 50 
modified, It shall be considered deleted from this Agreement. Unless olherwlse required by lew, the inegality, invalidity. or unenforceability 
or any provialon 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 Agra.ment o n transfer of Grant or's interest, t his Agreement shall be 
binding upon and Inure to the benefit of the panles. t heir successors and asalgns. If o wnership of the Collateral becomes vested in e 
person other than Gra ntor, Lender, without notice to Grantor, may dee! with Grantor's succeasors with reference to this Agreement and the 
Indebtedness by way of forbeatance or extension without releasing Grantor from the obligations of this Agreement or liability under the 
lndebtednen. 

S urvival of Representetlons end Wa rranties. AD rel)(e&entetions, warranties, and agreements mede by Grantor in this Agreement shall 
survive the execution and delivery of this Agreement, shall be continuing in nature, end shall remain In full force and eflect until such time 
as Grantor's lndebtedneu shall be paid in full . 

~ 11 of the & .....,.. nme It of the esaenee In the performance o f this Agreement. 

Waive Jury. AM parties to this Ag< .. ment hereby wel111 the rigln to AI'IY jury m.J in eny ec:tlon, proeeecfing, or counterclaim brought by any 
pony ltg8ins1 any other pony. 

OEffiiiTIONS . The following capitalized words and terms ahan have the following meanings when used in Lhll Agreement. Unless apecifoeeUy 
stated to the contrary, all references to dollar amount$ sheU mean amounts in lawful money of lhe United States of Arnetica. Words and terms 
used in the singular shall include the plural, and lhe plural ahall include the singular, 11 the context may require. Words and temu not otherwise 
defined in thls Agreement shell have the meanings a ttributed to such terms in the Uniform Commercial Code: 

AtrMment. The word · Agreement" means this Commercial Security Agreement, as this Commercial Security Agreement may be amended 
or modified from time to time, together with ell oxhibite a nd echedulee attached to this Commercial Security Agreement fr om time to time. 

Bono-. The word "Borrower" means Estill Co Water O.strict 11 and includes all co-signers and eo-maker• olgning the Note and aU their 
successors end es-a~ns . 

eoa.ter.,, The word "Collateral" means all of Grantor's r'tght, title and Interest In and to all the Collateral as described in the Collateral 
Description section of this Agreement. 

OefiiUit. The word "Default" means the Defeuh aet forth in this Agreement In lhe section titled "Oelault" . 

Environmental Lews . The words "Environmental Laws" mean any and all state, federal and local atatutos, regulations and ordi.nances 
releting to the protection of human health or the environment. including without limitation the Comprehensive Environmental Response, 
Compensetion. end liability Act of 1980, as emended, 42 U.S .C. Section 9601, et aeq. C"CERCLA"), the Superfund Amendments and 
Reauthorizauon Act of 1986, Pub. L. No. 99-499 I" SARA"), the Hazardous Materials Transportation Act, 49 U.S.C. Section 1801, et seq., 
the Resource Conservation end Reco very Act. 42 U.S .C. Section 6901 , et seq .. or other applicable state or federal lows, rules, or 
regulalicns adopted pursuant thereto. 

Event of Oefeult. The words "Event of Default" mean any of the events of default set forth ln this Agra.ment in the default section of this 
Agreement. 

Gr-or. The word "Grantor" me ens &till Co Wster District #1 . 

Guaranty. The word "Guaranty" means the guaranty from guarantor, endorser. aurety, or accommodation party to l e nder, including 
wlthout limitation a guaranty of an or pan of lhe Note. 

Hazardous Subotenc:es . The words "Hazardoos Substances· mean materiels that, because of their quentity, concentration or physical, 
chemical or infectious characteristics, may ceuse or pose a pra .. nt or potential hazard to hum~n health or the environment when 
iml)(oper1y used. treated, stored. disposed of, generated, manufactured, transported or otherwrse handled. The words "Hazardous 
S<Jbttanees · ere used in their very broadest sense end lnciude without limitation any and an hazardous or tOJ<Ic substances, mlter1als or 
weste as delined by or listed under the Environmental Lows . The term "Ha.z~rdous Substances• a i&O rncludes. without limitation. petroleum 
and petroleum by·produeta or eny trsction thereof and asbestos. 

ln<»bteclness . The word "Indebtedness" means the indebtedness evidenced by the Note or Related Documents, including aa principal and 
interest together with ell other indebtedness and co&ts and expenses for which Grantor is responsible undtr this Agreement or under eny of 
lhe Releted Doeument_s. 

Lender. The wotd "Lender" muns Citizens Gueranty Bank, its sueceuors and auigns. 

Note . The word "Noto• means the Note deled January 29, 2015 and executed by & till Co Water District 11 in the principal amount of 
$100,305.00. together wrth all renewals ol, extensions ol. modrfications of, refinancings of, eonsolldalicns of, and substitutions for the 
note or credit agra.mont. 

Pr-'V. The word "Property• means all ol Grantor 's right. title end lnternt In and to all the Property as duc rlbed In the "Collateral 
Description· section of this Agreement. 

6eleted DocU~Mntl. The worde "Re. Documents " mean all promissory notes, cred. reements, loan agreemento, environmental 
"!!•eemems, IIUIIrantles, s ecurity 119ree ments , mon geges deeds of trust. security deeds, collate ral mongeges, and ell other in11ruments, 
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agteements and documents, whether now or herealter exlstong, exec:uted In connection with the lndebtednasa. 

Pege 5 

GRANTOR HAS REAO AND UNOERSTOOD ALL THE PROVISIONS OF THIS COMMERCIAL SECURITY AGREEMENT AND AGREES TO ITS 
TERMS . THIS AGREEMENT IS DATa> JANUARY 29, 2015. 

GRANTOR: 

ESTill CO WATER DISTRICT 11 

By: 
'G'-r=et::-oA•w=rlg::;h:::t-. "C~Nirmen==~o::;f-;Es=tlii;;-;=C;::o'w=.,:-:.,:-;;o'-la:::tr:r:ic::-t­,, 

By: 
•WIIem=="'kard==.•To:,_= .,.,ur=.,-:-::o..-1 •e.=tll=-"'c"'o' W"at= er:-r;DII= tric= t -
11 

By: 
-J;:errv= •M .. A=rn=old.-, "s"'ac""r"'ate= ry,..o""f"&=tiii""C'=o' w" a""t:-:a,-r "'DI'-a=trlct=-
11 



NOTICE OF FINAL AGREEMENT 

Principal I Loan Date I Maturity I 
'$100.305.00 01 -29-2015 01-28·2019 

Loan No 
03387 I c.ll I Coli 

5 I Account 
10098348 !Officer 'Initials 

SLC 
Refereneu in the boxes above are for lander's use only and do not limrt the oPI'ilabllity of this doc..,.,.,t to any penlc:utor loon Ot Item. 

Any Item allow contelning • • • • • has been omitted due to teJCI length ~mitltions. 

Borrower: Estill Co Water District 11 
76 Cad• Grove Ad 
Irvine, KY 40336-7697 

Lender: Cltiteno Gu...my Bank 
River Drive Branch 
25 River Drive 
P .0 . Boa 1530 
ltvlne, KY 40336.0630 
1606) 723-2139 

BY SIGNING THIS DOCUMENT EACH PARTY REPRESENTS AND AGREES THAT: (A) THE WRITTEN LOAN 
AGREEMENT REPRESENTS THE ANAL AGREEMENT BETWEEN THE PARTIES. (8) THERE ARE NO 
UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES. AND (C) THE WRITTEN LOAN AGRE.EMENT 
MAY NOT BE CONTRADICTED BY EVIDENCE OF ANY PRIOR. CONTEMPORANEOUS. OR SUBSEQUENT 
ORAL AGREEMENTS OR UNDERSTANDINGS OF THE PARnES. 

As uood In thio Notlca. the tollowfnu termo heve the following maanlngo: 

Loan. The te rm ·Loan• means the following described loan: a Axed Rete 13 .850%) Nondlsclouble Loan to e Government Entity for 
$100,305.00 due on January 28 , 2019. 

loan AgrHmOm. The term ·Loan Agreement• means one or mora promises, promissory notes, agreements, undertakings, security 
agreements, deeds of truSt Ot other documants, or cOtnmotments. or eny combination of those actions or documents, relating to the 
loan, Including without limitation the following : 

LOAN DOCUMENTS 
Amortiution Schedule 
Govemmemel Certificate: Esti• Co Water District 11 
Customer Information Profile: Wolliom Beard 
Customer Information ProiUe: Grog A Wright 
KY Commercial Security Agreement: All Accou'lll Receive~*! 
now owned Ot hereaher a cquired in the operat ion o f & till Co 
Water Dlotrict II ; owned by Es till Co Water District 11 
Notice of Final Agreement 
W.fil Request lor Taxpayer ID Number end Certific ation: : 
Jerry M Arnold 
W·9 Request for Taxpayer ID Number and Certification: : 
Eotill Co Water District 11 

Disclosure of Right to Receive a Copy of an Appraisal 
Business Loon Agreement 
Cuotomer Information Profola: Jerry M Arnold 
Prominory Nola 
KY National UCC Ftnaneing Statement !Rev. 04120/ 1 11: AU 
AccOU'Its; whether orty of the foregoing I 
Disbursement Requeat and Author lution 
W-9 Requeotlor Taxpayer 10 Number end Certification: : Grog A 
Wrighl 
W·9 Request lor Taxpayer ID Number and CanillcaUon: : William 
Beard 

P..U.s. The term •Parties• means Citizens Guaranty Bank and any and all entitle s or individuals who ere obrogated to repay the 
loan or have pledged property as security for the Loon, Including without limitotion the following : 

Bono-: Estill Co Water District #1 
Gramorlal: &till Co Water District 11 

Each Party who signs below. other than Citl1ena Guwenty Bank, ockno~a. repraoonta, and werrancs to Cltlz.eno Guaremy Bank that It 
,_ rac.r..d. raad and unclarotood tNa Notice of F'onal Agreamam . This Notice is elated Janualy 29. 2015. 

BORROWER: 

ESTILL CO WATER DISTRICT 11 

By: 
'G"'r"'og:-aA' w= rlg:;h"'t." C"'hair:;-.::man= ""o"'t' &= lil""Co:::-.w"'e""t"'er-..Ois""'· 7tt"'ic7t ­,, 

By: 
'w."iliamii!·=•a.=ord=. 'T.:,.::: .. = ..,::•"'r -=o..-1 'Es"'tlll"""eo::-::w;;at=er:-;:;Ois=trict= -
'1 

LENDER: 

CITIZENS GUARANTY BANK 

X 
·,A~~~=-~ac~•s~;g~,...=r--------------------------
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Movants ,J.. 
Exhibit __ - ..:___! _____ _ 

THE ESTILL COUNTY WATER DISTRICT BOARD OF COMMIS lONER (THE COMMISSION) 
MET IN SPECIAL SESSION WEDNESDAY, JANUARY 18,2015 AT 3:30PM. I THE 
CONFERENCE ROOM AT ITS OFFICES LOCATED AT 76 CEDAR GROVC ROAD, IRVINE, 
KENTUCKY, WITH THE FOLLOWING OFFICERS AND MEMBERS PRESENT: GREG WRIGHT­
CHAIRMAN, JERRY ARNOLD- ECRETARY, WILLIAM BEARD-TREA URER. 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 pre en!. The meeting was then opened for the transaction of business, at which 
time the following proceedings \\ere had and entered for record: 

ON MOTION OF ARNOLD AND ECONDED BY BEARD and all members of the Board 
voting in the affirmative, that the agenda for the January 18, 20 17 special Board of Commissioners Meeting 
be approved. 

The Minutes from the December 29, 2016 regular board meeting \\ere presented to the Board with 
no corrections being found necessary. ON MOTION OF BEARD AND SECO OED BY ARNOLD and 
all members of the Board voting in the affirmative, that the minutes be approved as presented. 

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

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

igned 1?~~Q} ~CU~ 
ecretary 

A«• "" ' A -ryld~ 

•Meeting agenda and sign in sheets are filed in the D1stricts office and can be made avatlablefor review 
upon request. 
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AMORTIZATION SCHEDULE 

Principii I lolll Oat• I Matwity I Loen. No I c.ll Col I Account I oo~ I ,nlti.,. 
$110.330.00 01..24-'2017 02-10·2021 24597 ~ 10098348 SLC 

Rtlertne*l ., 1t.. bo~es ·~ "'' for land«'~~ Oflly and do 110111mit the II'Piicabalty of tillS document to arrv partJc:ular loan 0< hem. 
ttem abGve con • • • • • hu been omitted d .. to teltt length litnlC.toona. 

Borrowltl': &ill Co Wotor District I 1 lender: Citluno Guent11y Bri 
76 Ce.-r Grow Rd ,..,_, Drive Br.nc:h 
lrvlr!e. KY .. 0336·7697 25 Rlwr Orlw 

P.O. Io•l30 
tmn., KY 40336-0e30 
teolll 723·2139 

'*~ o.te: JtnuetY 2.4, 2017 llepo)'fM<I1 5,.,...: 8olloon 
lnternt ~: • • 100 Colculonion Molhod: 3651365 U.S. AlAe 

Pll'f"W'It P'ayMOM """"'""" "'*"" 
,.,.,.,.... Ro,...... - Dote A- P'alcl Pold 11-.c. 

1 03·10.2017 1,352.35 557.70 794.65 109,535.35 
2 ()4. 1 ().2017 1,352.35 381 .42 .970.93 108.564.42 
3 05· 10·.2017 1,352.35 305.85 9811.50 107,571.92 
4 06-10-2017 1.352.35 37.(.61 971.74 106,600.18 
5 07-1().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 09·10.2017 1.352.36 36.(, 32 988;03 103,634.42 
8 10.10.2011 1,352.35 349.23 1,003.12 102,631 .30 
9 11· 10.2017 1.352.35 357.38 994.97 101 ,636.33 

10 12·10.2017 1.352.35 342.50 1,009.85 100.626.48 

2017 TOTAlS: 13,523.50 3 ,8111.118 9 .703.62 

11 01 ·10.2018 1,352.35 350.40 1,001 .95 99,624.63 
12 02·10.2018 1.352.35 346.91 1,005.44 98,619.09 
13 03-10.2018 1,352.35 310.18 1.042.17 97,576.92 
14 04- 10.2018 1,352.35 339.78 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 1,019.67 94,517.74 
17 07·10.2018 1.352.35 318.51 1,033.84 93,483.90 
18 08· 10.2018 1.352.35 325.63 1,026.82 92.457.08 
19 09-10.2018 1.352.35 321.95 1.030.40 91,426.68 
20 10·10.2018 1.352.35 308.10 1,04.(,25 90.382.43 
21 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 88.2113.54 

2018 TOTALS: HS.:U8.20 3.8115~8 12.332.84 

23 01 ·10.2019 1.352.35 307.46 1,04.(,89 87,248.65 
24 02·10·2019 1,352.35 303.82 1.()48.53 86,200.12 
25 03·10.2019 1,352.35 271 .12 1,081 .23 8&.118,811 
25 04-10.2019 1,352.35 296.40 1,055.95 84,062.94 
27 05-10.2019 1,352.35 283.211 1,069.07 82,993.87 
28 06·10.2019 1.352.35 289.00 1,063,35 81 ,930.52 
29 07· 10.2019 1,352.35 276.09 1,078.28 80,85-4.26 
30 08·10.2019 1,352.35 281 .55 1,070.80 79.783.46 
31 09-10.2019 1,352.35 277.82 1,074.53 78,708.93 
32 10.10.20111 1,352.35 265.24 1,087.11 77,621 ,82 
33 11-10-2019 1,352.35 210.211 1,082.08 78, 5311.76 
34 12· 10.2019 1,352.35 257.93 1.094.42 75,445.34 

2019 TOTALS: 16.228~0 3,310.00 12.Bq.20 

35 01· 10.2020 1,352.36 262.51 1.089.84 74,355.60 
36 02· 10.2020 1,352.35 258.21 1,094. 14 73,261 .36 
37 03·10.2020 1,352.35 238.00 1,114.35 72,147.ot 
38 04·10.2020 1, 352.35 250.54 1,101.81 71,045.20 
39 05·10·2020 1,352.35 238.76 1,113.69 68,931.81 
40 05•10.2020 1.352.35 242.85 1,109.50 68,822.11 
41 07·10.2020 1,362.35 231 .211 1,121.05 67,701.05 
42 08· 10.2020 1,352.35 235.10 1,117.25 66,583.80 
43 09·10.2020 1,352.35 2.31 .22 1.121.13 115,482.67 
4.4 10.10.2020 1,352.35 220.00 1,132.35 64, 330.32 
45 11· 10.2020 1,352.35 223.40 1, 128.115 63,201.37 
46 12·10.2020 1,352.35 212..40 1.139.95 62,061A2 

2020 TOTALS: 15,2211.20 2.844.28 13,38!U2 

47 01-10.2021 1,362.36 215.68 1,136.66 50,924.76 
48 02-10.2021 61,136.91 212.15 60, 924.78 o.oo 

2021 TOTALS: 62.469~6 427.114 62,061A2 

TOTALS: 124.697.36 14,387.38 110,330.00 

NOTICE: This Is on tll.imlt-.1 ...., omo•tluliOn schedUle. Acwol ~ moy vary II poymen~ oro m.oe on dHiatent dotes "' ln ditloren1 
amounts. 



PROMISSORY NOTE 

Prtnc:lpel Loan No Account Officer I Initials 

~$~1~1~0~.33~0~.00~~~~~~~~~~~~~2~45~9~7~~L-~~~~~~100~9~8~348~~~SLC 

Borrower: &til Co Water District 11 
76 Cedw Gro~re Rd 
Irvine. KY 40336-7697 

Princip.t Amount: $110,330.00 

Lender: 

lntereat Rate: 4 .100% 

Citizens Gueranty Bank 
River Drive Bnonch 
25 River Drive 
P.O. Box 630 
Irvine. KY 403l6~30 
(606) 723·2139 

Date of Note: January 24. 2017 
PROMISE TO PAY. &till Co Water District 11 ("Borrower" ) promla11 to pay to Cltl<lnl Guaranty Bri l"le,...r"). 0t order. In lawful money of 
the Unlt1d StatH of ArMrlc:e. the princ:lplll emount of One Hunclr1d T1n Thoolend Thr .. Hundred Thirty & 00/100 DoN1ra ($110.330.00). 
together with Interest on the unpaid prlnc:ll* blllenc:e iTOtn J..,...,-y 24. 2017, clllc:uleted u desc:rhd In the " INTEREST CALCULATION 
METHOD" pweg<eph using an lnter11t rate of 4 .100% per annum. until paid in ful. The lnur•n rete mey change u....., the ,.,. end 
condiUont of the "INTEREST AFTER DEFAULT" section. 

PAYMENT. llo<Tower wll pay thlo loan In 47 regulw piVfMntl of $ 1,3 52.35 •ec:h IJ1d one Irregular lelt payment ettlmltld at • &1 ,136.91 . 
Borrower' • firwt ,...,._-rt Is clue Mwch 10. 2017, end an aubuquem poVfMntl era due on the • .,... dey of each month aftlr lhat. llo<Tower'• 
finlll peyYMnt wll be due on kbruery 10. 2021 , end will be for al prindplll ond .a ac:c:rued lnt•-t not yet peld. Povn-ts Include princ:lpel end 
lnteren. Unleu Otllerwla1 ..,...t or r...-,ed by ..,pic:eble lew, paYfl*'tl wll be 8pplied first to ony ICCTUid unpaid lnt1raat: then to princlpel; 
then to any ••crow or ,_ ec:c:ount Plvn-tl u required Ul'lder any mortgego, deed of trust. Ot othw sec:IA'lty Instrument or security 
egr---.t eecuring this Not•: end then to any let• chwg~~. Borro- wll pay londer et l•.....,' • llddr111 ahown lbow or at auc:ll other piece 
u L.- may designate In writing. AI I'IYfi*'U must be mede In U.S. doll..-. end must be rec:elwd by L.- consistent with any written 
payment~~~~~ pr...;ded by Londer. H • peyYMnt Is mede conolu- with lo,...r 'l payment InstrUCtions but received lftlr 5:00 p.m. 
Eutem Standen~ Time, Monday lhrouoh Friday, Londer wll credit Bono-r'a peyYMnt on the next buelnen day. 

INTEREST CALCULATION METHOD. lnter11t on till& Note II computed on 1 3651365 simpll lnter .. t beals: thet Is, by applying the ratio of the 
lntereat me ..,., the number of deya In • ve• ( 366 during leap yeara ), rnuldplied by the outatanding prlnc:lpel baolenc:e. multlpled by the ec:tual 
number of deya the principal boNne:• Is outsundlng. AN Interest payable Ul'lder this N01e Is computed using this method. 

PREPAYMENT. Borrower egr .. • that all loan fees and other prepaid finsnce charges are earned fully as o f the data of the loan end w"l not be 
subject to refund upon early payment (whethw voluntary or as • ruult of default), except u otherwise required by law . Except for the 
foregoing , Bomower mey pay without penslty • • or a ponlon of the amount owed eerlier than It is due. Early pavn-ts will not, unleu agreed 
to by lAnder In writing, relieve Borrowet of Borrower's obligation to continue to make payments under the payment schedule. Rather, early 
poymentl will reduce the princ:lpel balance due and may result In Borrower's making fewer poyments. Borrower agrees not to und Lender 
payment& marl<:ed "paid In Ml", "without recourse·, or aim liar language. If Borrower aendf such • payment, lender may accept It without 
losing eny of Lender's rlghta ~r this Noto, and Borrowor win remain obligated to pay any further amoi.Wlt owed to lander. AI written 
comrniA'Ik:atlonJ concemlng disputed .mount~. Including any check or othw peyYMnt Instrument that lndicet•• that the payYMnt c:onotitutes 
"pavn-t In ,.... of the •mount owed or that Ia te,...rod w1t11 other condltlona or limitations or u full aatl.tec:11on of 1 cloputed omoum must be 
mailed Ot delivered to: Citlzons Guaranty Bank, A Roal Community Bank. P.O. Box 630 Irvine, KY 40336-0630. 

LATE CHARGE. If a payment Is 10 days or more lete, Borrower win be charged 5.000% of the regulwty ac:heduled peVfMnt. 

INTEREST AFTER DEFAULT. Upon deJault. including lollure to pay upon final maturity. the totals\A'n due under this Note win continue to accrue 
lntaraat at the lntet .. t rate under this Note. 

DEFAULT. Each of the following shed constitute an event of default ("Event of Default"! under this Note: 

PayYMnt Default. Borrower fob to make any payment when due \.Wider this Note. 

Other Defaults. Borrower falls to comply wltll or to perform any other term, obligation. covenant or condition contained In this Note or In 
any of the ••ted document.& or to comply with or 10 perform any term, obligation, covenent or condotlon contained In any other agreement 
betwHn lAnder and Borrower. 

False s-. Arry warranty, repr ... ntatlon or statement midi 0t turmhed to lAnder by llo<Tower or on Bonower'a behalf under thlo 
Nota Ot the related documents is 111M or ri\Jtlllding In any metarisl reapect, either now 0t 11 the bme made or furniahld or becO<Ms false 
or mllleading at arry time thereafter. 

Death or Insolvency. The death of Borrower or the cfouolution or tenmnatlon of Borrower's existence 11 1 go;ng business, the Insolvency 
of Borrower, the eppolntment of • receiver for any pan of Borrower's propeny, any assignment for the benefit of creditors. arry type of 
creditor w orkout, or the commenc:ornent of arrv PfOCeedlng under any bankruptcy or lnaolvenc:y laws by or against Borrower. 

Crldltor or Forfeiture Proc:lldlnga. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-help, 
repoaeaslon or any other method, by •rrv credotor of Borrower or by eny governmental agency egalnot •rrv c:oUateral aec:uring the loan. 
TN1 Includes • gernislvnent of any of Bonower'a accounts, lnc:lo.dng deposit accounts, With lAnder. However, this Event of Default shell 
not apply If there Is a good faith dispute by llo<Tower as to the validity or reasonableness of the claim wlllch Is the basis of the cred1tor or 
forfeiture proceeding end if Borrower givea Lander wrin en notice ol the creditor or forfeiture proceeding end deposita with le,...r monies or 
a s urety bond for the credotor or forfeiture proceeding, In an emoLnt determined by lAnder. In Its sole doacretion, es being en adequote 
ruerve or bond for the dispute. 

Eventa AHec:tins Gu.antor. Any o f the preceding events occurs with reapect to eny guarantor, endorser, surety, or accommodation pa.rty 
of any of the Indebtedness or any gusrantor, endorser, surety, or accommodation party dlea or becomes incompetent. or revoke& or 
disputes the velidlty of, or liability under, any guorenty of the lndebtedneoa evidenced by this Note . 

Aclvws• Cll-•· A material edwrM c:he~ occurs In Borrower's flnanc:lal c:onditio11, or lander believea the proapact of payment or 
performance of this Note Ia Impaired. 

lnMCl&'lty. lender In good faith believes itMif lnaec:ure. 

Curo PrOYIIIona. If any de fault, other then 1 defouh In payment, Is curable ond II Borrower hea not been given • notlc:e of a breech of the 
same provision of this Note within the preceding twelve 1121 monthe, it may be cured if Borrower, altar lender senda written notice to 
Bonower demending cure of such defoult: 111 cures the default within thirty 1301 days; Ot 121 II the cure requires more then thirty 1301 
cUy&, lmrnecfl8tely ini tiates steps which ~ deems In lAnder's tole discratlon to be sufficient to cure the default and thereaftor 
continues and completes a n reasonable and nec:u"ry &tepa sulfoclent to produce cOtnpliance as soon u rea10n11bly prac11cel. 

LENDER'S RIGHTS. Upon default, Linder may declare the entire ~q>~ld princ:ipel balance under thlo Nota and all accrued unpaod lnter .. t 
immediately due, and then Borrower wll pay t111t amount. 

ATTORN.EYS' ~: EXPENSES. le,...r may hire or poy someone else to help collect this Note If Borrower does not pay. Borrower w• pay 
Lender that amount . This Includes, s ubject to arrv limits under applicable lew, Lender' s reasonable attomeya' IMI end lender's lagol elCJ)Inles -
whether or not there Is a lawsuit , Including reasoneble attorneys' lees and legal expenses for bankruptcy proceedings (Including efforts to 
modify or vacate any outomallC atoy 0t injunction), end appeab. If not prohibited by applicable lew, Borrower elao wiN pay any coun coots, In 
addition to all other aurn1 provided by law. 

GOVERNING LAW. This Note wll be tOWmed by faderlll lew epplic:eblo to londer ond, to tile extant n01 prMmpted by federel lew, the Ia- of 
the Commonwealth ol Korrtucky without regatd to Ita conflicts of lew prOYIIIona. This NOlo llu been ec:cepted by l•,..., In the Common-altll 
of K-..c:l<y. 

CHOICE OF VENUE. If there Is a lawsuit, Borrower agrees upon Lender's request to submit to the jurisdic:tJon ol the couns of Estill County, 
Commonwealth of Kentucky. 

DISHONORED ITEM FEE. Borrower will pay 1 lea to Lender ol $26.00 If Borrower makes a payment on Borrower'• loan and the check or 
preeuthoriud charge with which Borrower pays Is later dishonored, 

RIGHT OF SETOFF. To the extent permrtted by apphcable law, Lender ruerves a right of setoff In aN Borrower' s accounts woth Linder (whether 
checking, 11vingo, or some other ec:countJ. This includes all accounts Borrower holds Jointly wilh someone ella and a ll accounta Borrower mey 
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open In the future. However, this does not Include any IRA or Keogh accounts, or any trust accounts tor which aatotf would be prohl'bited by 
law. Borrower authoriLes Lender, to the extent permitted by appflcable law, to Charge or setoff an auma owing on the indebtednesa against any 
and an such accounts. 

COLLA TER.AL. Borrower ecknowledges this Note ia secured bv e UCC on ell accounts receivable now owned and hereafter acquired for use In 
the business known as Estill County Water Olstrictll located " 76 Cedar Grove Rd, Irvine. Estill County, KY 40336. 

SUCCESSOR WTERESTS. The terma of this Note shell be binding upon Borrower, end upon Borrower's heirs, personal representatives, 
auccessora and asalgns, 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 eny Inaccurate Information about Borrower'• account(l) to a consumer reportlng 1190ncy. Borrower'• written notice describing the 
apeclfic lnaccuracyOeal ahould be aent to Lender at the following address: Citizens Guaranty Bank A Real Community Bank, P.O. Box 630 Irvine, 
KY 40336-0630. 

GENERAL PROVISIONS. H any pert of thl& Note caMOt be enforced, this feet w• not affect the rut of the Note. l ender may delay or forgo 
enforcing eny of ill rightJ or remedies under this Note without losing them. Borrower and any other _person who algna, guarantees or endorses 
this Note, to the extent allowed by law, waive presentment, demand for payment, end notice of diahonor. Upon any cha'J9e In the terrna of this 
Note, and unlan otherwise expressly atated In writing, no party who signa this Note, whether as maker, guarantor, accommodation maker or 
endorser, anon be released from Uabllity. Aft such parties agree that lender may renew or extend !repeatedly and tor any length of time) this 
loan or release any party or guarantor or coUateral; or Impair. fail to reali:ze upon Of perfect Lender' a security Interest in the collateral; and take 
any other ae1lon deemed neceuary by Lender without the consent of or notice 10 anyone. All auch 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 UNOERSTOOO All THE PROVISIONS OF THIS NOTE. BOR.ROWER AGREES TO THE 
TERMS OF THE NOT£. 

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

BORROWER: 

ESTILL CO WATER DISTRICT 11 

By: 
'-.~eny,----=-M=-=-Amold-,.,-. -=s.c.-.-wy--of-:-:&""'tiii~Co::--:W.,.,--,ate,..r-Dia:=-lrict:-.-c:--
'1 

By: 
·..,Wlliam=---=._::--d,-."T"r-- - .. -.,-ot-=-"'e.-:tll-=-eo=""w:-:a~e=-r •Dia=v~ct=:-­,, 

• • 



BUSINESS LOAN AGREEMENT 

ol:::l' Principal ( Loan Date I Maturity · f 
$11 0,330.00 "-1 01 -24-2017 (02-10-2021 

Loan No 
24597 I Call I Coli 

5 I Account 
10098348 !OffiCer ( Initials 

SLC ( ~:::~~ ~. 
References In the boxes above are tor lender's use only and do not limit the eppllcability of this document to any panicular loan or Item. 

Borrower: 

Any item above containing • • • • • hu been omitted due to text length llmltetions. 

Estll Co Water District 1 1 
76 Cedar Grove Rd 
II'Yine, KY 40336· 7697 

Lender: Chhens Guaranty Bank 
River Drive Branch 
25 River Drive 
P.O. Box 630 
II'Yine, KY 40336-063 0 
16061 723·2139 

THIS BUSINESS LOAN AGREEMENT dated January 24, 2017, It made and executed between Estill Co Water District 11 ("Borrower") and 
Clthens Guarenty Bank ("lender") on the foHowlng terms and conditions. Borrower has received prior commercial loans from lender or has 
applied to lender for a commercial loan or loant or other financial accommodations. includinG thote which mey be described on 1111y .. hibit or 
acheck* attached to 11111 Agreement. Borrower understllllds end eorMs that: (A) In or1111t1no. renewfno, or extending lillY Loan. l ender b 
ralylno upon Borro-·s repr"entetiona. warranties, and eorMmenta u aet fonh In 1111s AgrMment: (B) the orantino, renewino. or extencfino 
of eny loen by lender a t all timet shall be s llbjaet to lend . .,'t t ole Judoment and discretion; and (C) all such loant shall be and remain subject 
to tho terma and condltiona of this Aoreement. 

TERM. Thla Agreement shall be effectlva as of January 24, 2017, and shall continue In lull force and effect until such time as all of Borrower'• 
Loans in favor of Lender have been paid in full , Including principal, Interest, cotts, expenseo, attorneys ' fees , and other fees end charges, or 
unt il Februtry 1 0 , 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'• satisfaction of all of the conditions set forth In this Agreement and In the Related 
Documenu. 

loen Documents. Borrower shal provide to Lender the following documents for t he Loan: 111 the Note; 121 Security Agreements 
granting to Lender security Interests In the Collateral; 131 financing statements end ell other documents perfecting Lender's Security 
Interests; 141 evidence of Insurance as required below; 161 together with all such Releted Documentl es lender may require for the Loan; 
ell In form and subs tance satisfactory to Lender and Lender's counsel. 

Borrower'• Authoriution. Borrower shall have provided in form end si.C>stence setislactory to lender property certified resolutions, duly 
authorlling 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 Lander or Its counsel, may require. 

Payment of Fees end Expen,.a . Borrower shall have paid to Lender ell lees, charges, and other expanses which ere then due end payable 
as spaclfied lo this Agreement or any Related Document. 

Rapresantatlons and Warranties. The representations end warranties ut fonh In thia Agreement. In the Related Documents, and in any 
document or certificate delivered to lender under this Agreement ere true and correct. 

No Event of Default. There shall not exist et the time of any Advance 1 condition which would constiwte an Event of Default under this 
Agreement or under any Related Document. 

REPRESENTATIONS ANO WARRANTIES. Borrower represents and warrants to lender, as of the date of this Agreement. es of the date of each 
disbursement ot loan proceeds, as ot the date of any renewal. extension or modifocation of any Loan, and at ell times any Indebtedness exists: 

Orgenlution. Borrower b a govarnmental entity which Is, and at all tlmes shell be, duty organized, validly exlstino. and In good standing 
under and by virtue ot the laws of the Commonwealth of Kentucky. Borrower Is duly authorized to uanuct business in e ll other atatea In 
which Borrower ia doing business. having obtained all necessary filings, governmental licenses end epprovalo for each state in which 
Borrower Is doing business. Speciflcally, Borrower Is. end at all times shall be, duly qualified as e foreign In aU states in which the failure to 
so qualify would have e material adverse affect on Its buslneu or financial condition. Borrower has the lull power and authority to own Its 
propertiea and to trantact the bualneu ·lo which It Is presently engaged or presently proposes to engage. Borrower maintains an oHice at 
76 Cedar Grove Rd, lnnne, KY 40336-7697. Unless Borrower has designated otherwise In writi'lll, tha principal office Is the omee at 
which Borrower keeps Its books and records Including Its records concerning the Collateral. Borrower win notify Lender prior to any change 
In the locetion of Borrower's 1tete 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 exbtenco. tights and priVileges, and shall comply whh all reglhtions, rules, ordinances, statutes, 
orders and decrees of any governmental or quasi-governmental authority or court epplicoble to Borrower and Borrower's business actlvitlea. 

Assumed Buainau ~.. Borrower has filed or recorded el doc:uments or ti~ngs required by law relating t.o ell assumed business names 
used by Borrower. Excluding the name of Borrower, the followino it a complete list of all assumed business names under which Borrower 
does business: None. 

Authol'lzatlon. Borrower's execution, delivery, and performance of this Agreement and all the Related Documents have been duly 
authorized by ell necessary action by Borrower and do not conHict with, result in a violation of, or constitute a default under 111 any 
prollialon of any agreement or other Instrument binding upon Borrower o r (2) any law, goverrvnental regulation, court decree, or order 
applieeble to Borrower or to Borrower's properties. 

Financial Information. Each of Borrower's financial statements supplied to lender truly end completely disclosed Borrower's financial 
condition as of t he data of the statement. and there has bean no material adverse chango In Borrower'• financial condition tubaequent to 
the date of the most recent financial statement supplied to Lander. Borrower has no material contingent obligations except as disclosed In 
such financial statements. 

leoal Effect . This Agreement constitutes, and any instrument or agreement Borrower Is required to gJva under this Agreement when 
delivered wm constitute legal, valid, and binding obligations of Borrower enforceable against Borrower In accordance with their respective 
terms. 

Pr-mas. Except as contemplated by this Agreement or as previously disclosed in Borrower's financial statements or in writing to lender 
end as accepted by Lender, and except for propany tax liens for taxes not presently due and payable, Borrower owns and hu good title to 
all of Borrower's propanles free end clear of aU Security Interests, and has not executed any security documents or financing statements 
relating to such propenies. All of Borrower'• propanies are titled in Borrower' a legal name, and Borrower has not used or flied a finencino 
statement under any other name tor at least the lest five 151 years. 

Hazardous Subttaneea. Except u disclosed to end acknowledged by lender In writing, Borrower represents and werronts that: (1 I During 
the parlod of Borrower's ownership of the Collateral, there has been no use. genera tion, manufacture, storage, treatment, d ispotal, release 
or threotened release of any Hazardous Substance by any person on. under, about or from any of the Collateral. 121 Borrower has no 
knowledge of, or reason to believe that there hu been (a) any breach or violation of any Environmental Laws; lbl any use, generation, 
manufacture, storage, treatment, dispoul, release or threetened release of eny Hazardous Substance on, under, about or from the 
Collateral by any prior owners or occupants of any of the Collateral; or lei any actual or threatened litigation or claims of any kind by any 
peroon relating to such manors. (31 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; end any ouch activity ohall be conducted In compliance with all applicable federal, state. and local Iowa, regulations, end 
ordinances, Including without limitation all Environmental Laws. Borrower authorizes Lender and itt agents to enter upon the Collateral to 
make such lnspectlont and testa 11 lender mey deem appropriate to determine compliance of the Collateral with this section of the 
Agreement. Any Inspections or teats made by Lender shell be at Borrower·s expense end for Lender's p<M'poses only end shall not be 
construed to create any responsibility or liability on ·the pan of Lender to Borrower or to any other person. The representations and 
warranties cont ained herein ere besed on Borrower's due diligence In Investigating the Collateral for hazardous waste and Hezerdous 
Substances. Borrower hereby 111 releases and waives any future claims against Lender lor Indemnity or contribution In the event 
Borrower becomes liable for c leanup or other costs under any such laws, and (21 agrees to indemnify, defend, and hold harmless lender 
against eny end ell claims, losses, liabilities, demagee, penoltleo, end upanoes Which lender may directly or Indirectly sustain or tuller 
resulting from a breech of this section of the Agreement or as a consequence of eny use, generation, manufecture, storage. disposal, 
release or threatened release of a hazardous weste or substance on the Collateral. The provisions of this section or the Agreement, 
Including the obligation to lndemnlly and defend. ohall survive the payment ot the Indebtedness and the termination, expiration or 
satisfaction of this Agreement and shall not be affected by Lender's ecqulsitlon of any interest In any of the Collateral. whether by 
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foreclosure or otherwise. 

Litigation and Claims. No litigation, claim, lnveotlgation, administralivo proceeding or similar action lincludlng thou for unpaid taJ<u) 
against Borrower Is pending or threatened. and no other event has occurred which may materially adversely affect Borrower's financial 
~ilion or properties. other than titlgatlon. claims, or other events, if any, that have been d isclosed to and ack"9wledged by lender in 
wnting. 

Tues. To the bell of Borrower's knowledge, all of Borrower's tax returns and reports that are or were required Lo be filed, have been 
filed, and all taxes, aneurnents and other governmentel chargea have been peid In full, except those presently beinJ ' or to be contested by 
Borrower In good faith In the ordinery course of business and for which adequate reservea have been provided. 1 

lien Priority. Unless otherwise previously disclosed to lender In writing, Borrower has not entered Into or I gronted eny Security 
Agreements, or permined the filing or oltiChment of eny Security lnte;eats on or affecting eny of the Collateral direetly 01 Jndlrectly 
se<:uring repeyment of Borrower' I loen and Note, that would be prior or that may In any way be superior to Lender's Security Interest• end 
ri<;lhta In end to auch CoRataral. 

Binding Effect. This Agreement, tho Note , oh Security Agreernenta Of any), and all Related OociM'r\enta are binding upon the algM<S 
thereof, as well 11 upon their auccesaors, repruantativet 1nd aisignl, and ara legally enforceable in accordance with their rerpective 
terms. 

AffiRMATIVE COVENANTS. Borrower covenants and egrees w ith l ender that, so long u thl1 Agreement remeins in eHef t. Botrowet wil: 

Nodc:u of Clelms end Utlgetion. PYomptly inform Lender In writing of (1) all materiel adveue changes in Borrow.'.•, flnenclel condition, 
and 12) a ll existing and aP threatened litigation, claims. lnvestlgetiona, administrative proceedings or almUar actions affecting Borrower or 
eny Guerantor which could metarially effect the flnanclel condition of Borrower or the flnanclal condition of en y Guarantor. 

Flnenciel Recorda. Maintain ita books and records in accordance with GAAP, applied on a conalstent basls, end permit Lender to examine 
and audit Borrower's bookt end recorda at all reatonable times. • 

Rnanclel s-. Furnish lender with the followingt 

Annuel Stlltaments. A• aoon • • available, but In no event later than -'xtv 1601 days efter the end of each lfscel yeer, Borrower's 
balance sheet and income statement for the year ended, prepared by Botrower. 

Til< Rauna. As soon as available, bot In no event later than sixty (60) days etter the epplleable fding data for the tex reporting period 
ended, Borrower's Federal and other governmental tax returns, preplted by a tax profeaelonal aatisfactory to Lendet. 

Aft tinenclal repons required to be provided under thit Agreement shaU be prepared In accordance with GAAP, applied on e consiatant 
basis, end cerutled by Borrower u being true end correct. 

Acldltlon.; lnformortlon. Furniah euch additional Information end ltatementa, IS Lender may request from time to time. 

inlurance. Maintain fire and other risk Insurance, public liability Jnaurance, and such other lnauranca •• Lender may require with respect to 
Borrower'• properties end operetlona, In form, amounts, coverages and with insurance companies acceptable to lender. Borrower, upon 
request of Lender, will deliver to Lender from time to time tho policies or certifocatea of insurance In form satisfactory to lender, including 
stipulations tha t coverages will not be cancelled or diminished without at least ten (1 0) days prior written notice to lender. Each Insurance 
policy alto t hell Include an endorument providing that coverage In favor of lender will not be Impaired In arw way by any act, omlnlon or 
default of Borrower or any other person. In connection with all policl .. covering a .. eta in which lender holds or Is offered a security 
lnterett for the Loana, Borrower will provide Lender with auch lender'& 1o .. peyeble or other endorMmenta as Lender may require. 

tnaur-a R.,ons. Furnish to Lender, upon requeat of Lender, reports on each exlttlng Insurance policy showing such information u 
Lender may reasonebly request, Including without limitation the following: I 1) the name of the inaurer; 12) the risks inaured; (3) the 
amount of the policy; (4} the properties inlured; 15) the than current propertY values on the basil of which Insurance hu been obtained, 
and the menner of determining thole values; and 16) the explretion data of the policy. In addition, upon reQUest of lender (howeYef not 
more often then annually), Borrower will have an Independent opprlllser aatiofactory to lander determine, as applicable , the actual cash 
value or replecement coat of any Colletaral. The coet of tuch eppralsel ahaR be peld by Borrower. 

OV..r Agr........U. Comply with eN terms end conditiona of e ll other egreements, whether now or hereafter exiatif)!l, betwHn Botrower 
and any other patty end notify lender Immediately in writing of ., default In connection with any other 1uch agreements. 

LOW1 ProcMdl. u .. all loan prOCMCIS solely for Borrower' a business operations, unlest opeclfically conaented to the contrary by Lander in 
writing. 

Tans, ChetgM end liens. Pay end discharge when due all of its indebtedness and obligations, Including without limitation a ll assuaments, 
taxea, governmentel charges, levies and liens. of every kind end nature, Imposed upon Borrower or Its properties, Income, or proflU, prior 
to the date on which penalties would attach, and all lawlul claims that. If unpaid, might become a lie'! or charge uP.on any of Borrower'• 
properties , Income. or profits. Provided however, Borrower will not be required to pay and discharge any ouch autsement, tax, charge, 
levy, lien or claim so long as 11) the legellty of the same ohall be contested In good faith by epproprlate proceedings, and 121 Borrower 
shall have utablished on Borrower's books adequate reaervea with respect to such contested assessment, tex, cherge, levy, ~en, or claim 
in eccordance with GAAP. [ 

Perfortnw\C8. Perform and comply, In a timely manner, with aU terms, conditions, and provillons set forth In this Agreement. in the Releted 
Documents, and in all other Instruments and agreements between Borrower and Lender. Borrower shall notify llender Immediately In 
writing of any default In connection w1th any agreement. 

Operations. Maintain executive and manegemant personnel with substeniially the oame qualifications and experience as the present 
executive and management personnel; provide written nodc:a to Lender of any change In executive and menegament peraorv>et; conduct ita 
bualneu affairs In a reasoneble end prudent manner. 

Environment~~~ Stucf,.a. PYomptly conduct and complete, at Borrowet'o expense, all auch Investigations, studies. aamplinga end testings IS 
may be requested by l ender or any governmenta l authority relative to any substance, or any waste or by-product of any substance defined 
os toxic or e haurdous aubstance under applicebla fedetal, ttate, or local law, rule, regulation, ordet or directive, at or affe<:ting any 
propeny or any facility owned, leated or uaed by Botrower. 

Compbnca with Gow..........W R•~-· Comply with all laws, ordinances, and regulatioN, now or hereafter In effect. of all 
govemmantal authorities applicable to the conduct of Botrowor'o propert lea, bualneaaes and operations, end to the use or occupancy o l the 
Collateral, including without limitation, the Americans With Dlsebilitles Ac t. Borrower may contest In good faith any such law, ordinance, 
or regulation and withhold compliance during any proceeding, Including 1pproprlate appeals, so long as Borrower has notified lender In 
writing prior to doing ao and ao long es, In Londor'a sola opinion, lender'• intereats In the Collateral are not jeopardiZed. lender may 
require Borrower to post adequete tecurity or a aurety bond, reasonably aetisfactory to lender, to protect Lander's Interest . 

lnapectlon. Permit employees or egenta of Lander at eny reasonable time to inspect any and an Colloteral for the loan or Loena and 
Borrower's other propertlea and to examine or eudit Borrower' s book1, eccoun11, and records and to meke copies ond mamorlnda of 
Borrower 's books, accounts, and recorda. If Borrower now or at any time hereafter meintalnt any records lincludlng without Umltatlon 
ca<nputer generated records end computet software program& for the generation of auch recorda! In the possaulon of a third patty, 
Borrower, upon reques t of Lander, ohol notify such party to permit lender free acceu to such records at all rea1onable times end to 
provide Lender with copies of any records it may request, aU at Borrower's expenae. 

Environment~~~ Compllenco and RopotU. Borrower shall comply in an respects with any and a ll Environmental Laws; not cause or permit to 
exist. es a result of an intentione! or unintentional action or omission on Borrower's part or on the pill of ony third party, on property 
owned and/or occupied by Borrower, any environmental ectlllity where damage may re•ult to the environment, unleas such environmental 
activity ia pursuant to and in compliance with the conditions of a permit Jstued by the appropriate federal, state or locol governmental 
etlthorities; shall furnish to Lander promptly and In any event within thirty 130) days after receipt thereof a copy of eny notice, summons, 
lien, citation, directive, letter or other communication from any governmental agency or instn.mentaflty concerning any lntentlonel or 
unintent ionel action or omission on Botrower' s part in connection with any environmental activity whether or not there is damege to the 
environment and/or other natural resources . 

Additional Asaurances. Make, ~te and deliver to lender such promissory note..llillfortgagea, deeds of trust , security agreements, 
assigrvnenta, flnencing 1tataman trumentl, documents and o ther agreements eW'der or Its anorneys may reasonably request to 
eMdence and secure tho Loans a perfect all Security lnteresta. 
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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 Ialit to comply with any provision of this Agreement or any Related Documents, Including bu1 not limited to Borrower's failure to 
discharge or pay when due any amounts Borrower is required to dlschorge or pay under this Agreement or any Related Documents, Lender on 
Borrower's behalf may tbut shall not be obligated to) take any action that Lender deema appropriete, ln<:ludlng bu1 not limited to discharging or 
paying all tal<es, liens, security Interests, enwmbrances and other claims, at any time levied or placed on any Collateral e.nd paying all coati for 
Insuring, maintaining and preserving any Collateral. All such expenditures Incurred or paid by Lender for auch purposes will then bear Interest at 
the rate charged under the Note trom 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 (AI be payable on demand; (B) be added to the balonce of the Note and be 
apportioned among and be payable with any Installment payments to become due during either (11 the term of any eppliceble Insurance policy; 
or (21 the remaining term of the Note; or (CI be treated at a balloon payment which will be due and payable at the Note's maturity. 

NEGATIVE COVENANTS. Borrower covenents and agrees with Lender that while this Agreement Is In affect. Borrower shall not. without the 
prior written consent of Lender: 

lndebta..,.sa end Llena. C1) Except for trade debt Incurred In the normal course of buslneu and indebtedness to Lender contemplated by 
this Agreement, create, incur or assume Indebtedness for borrowed money, including capital teases, 121 sell, trans fer, mortgage, assign, 
pledge, lease, grant a security Interest In, or encumber any of Borrower's assets (&xcept as allowed as Permitted Liens), or (31 sell with 
recourse any of Borrower's tecounts, except to Lender. 

Continuity of Operations. Ill Engage In any business activities substantially different than those in which Borrower Is presently engaged, 
(21 ceeae operations, liquidate, merge, transfer, acquire or consolidate with any other entity, change its name, dissolve or trensfer or sell 
Collateral out of the ordinary course of business, or (3) make any distribution with respect to any cepltel account, whether by reduction of 
copital or otherwise. 

LOM>t, Acquloitlono and Guerant'-1. 111 Loan, Invest In or advance money or asset s to any other person, enterprise or entity, (21 
purchaae. create or acquire any interest In any other enterprise or entity, or (3) incur any obligation es surety or guarantor other than in 
the ordinary course of business. 

Ag<a..,.ntl. Enter into any agreement conteintng any provisions which would be violated or breached by the performance of Borrower's 
obligations under this Agreement or in connection herewith. 

CESSATIOH 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: lA) Borrower or any Guarantor Is In 
default under the terms of this Agreement or any of tho Related Documents or any other agreement that Borrower or any Guarantor has w ith 
Lender; fBI Borrower or any Guarantor dies, becomes incompetent or becomes insolvent, files a petition in bankruptcy or similar proceedings, 
or Is adjudged a benkrupt; (CI there occurs a material adverse change In Borrower's financial condition, In the l inenctat condition of any 
Guarantor, or in the value of any Colleterel " curing any Loon; or (DI any Guarantor aeek•. claims or otherwise attempts to limit, modify or 
revoke auch Guarantor's guaranty of the Loan or any other loan with Lender: or lEI Lender In good faith deems Itself Insecure, even though no 
Event of Default shall ha\18 occurred. 

RIGHT OF SETOFF. To the extent permitted by epplicebtelaw, Lender reserves a right of aetoff in ell Borrower' a accounts w ith Lender (whether 
checking, savings, or some other account). This includes ell accounts Borrower holds jointly with someone else and ell accounts Borrower may 
open in the fUlure. However, this does not include any IRA or Keogh accounts, or any trust accounts for which setoff would be prohibited by 
lew. Borrower aUlhortzes Lender. to the extent permitted by eppfrcebla lew, to charge or setoff ell sums owing on the Indebtedness agaill$t any 
and an such accounts. 

DEFAULT. Each of the following shall constitUle an Event of Default under this Agreement : 

Payment Default. Borrower fails to make any payment w hen due under the Loan. 

Other Det.ults. Borrower f eUs 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 Statementl. Any werranty, representation or lletement mede or furnished to Lender by Borrower or on Borrower' I behalf under this 
Agreement or the Related Documents Is false or misleeding In any materiel respect , either now or et the time made or furnished or becomes 
false or misleading at any time thereafter. 

Death or Insolvency. The deeth of Borrower or the dissoiUlion or termination of Borrower's e><lstence as a going business, the Insolvency 
of Borrower, the appointment of a receiver for any pert of Borrower's property, any assignment for the benefit of credltora, any type of 
creditor woritoUl, or the commencement of any proceeding under any bankruptcy or Insolvency taws by or against Borrower. 

Defective Coflateralltatlon. This Agreement or any of the Related Documents ceases to be in full force and effect Uncluding failure of any 
collateral document to create a valid and perfected security Interest or lienl at any time end for any reason. 

Creditor or Forfeiture l'rocaadings. Commencement of foreclosure or forfeiture proceedings, whether by judicial proceeding, self-help, 
repos1euion or any other method, by any creditor of Borrower or by any goverrvnental agency against any collateral securing the Loan. 
This Includes a garnishment of any of Borrower's accounts, including deposit accounts, with Lender. However, thll Event ·Of Default ahall 
not apPly If there Is a good faith dispu1e by Borrower as to the validity or reasonableness of the claim which Is the basis of the cred•tor or 
forfeiture proceeding end II Borrower gi\181 lender written notice of the credito r or forfeiture proceeding end deposits with Lender monies or 
a surety bond for the creditor or forfeiture proceeding, In en amount determined by Lender, in its sole discretion, es being an adequate 
reserve or bond for t he dispUla. 

Events Affecting Guarantor. Any of the preceding events 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 Guaranty of the Indebtedness. 

Advetse Ct.nga. A materiel ad110rse change occurs in Borrower's financial condition, or Lender believes the prospeCt of payment or 
performance of the Loan is Impaired. 

lnaacurity. Lender In good faith beliell8s itself Insecure. 

Right to Cure. If any default, other than a default on lndebtednen, is curable and if Borrower or Grantor, as the case may be. has not been 
given a notice of .a similar default within the preceding twelve 1121 months, It may be cured If Borrower or Grantor, as the cue may be, 
after lender sends written notice to Borrower or Grantor, as the case rney be, demanding cure of such default: (1) cure the default within 
thirty 1301 days; or (21 If the cure requlraa more then thirty (301 days, Immediately initiate steps which lender deems In Lender's sole 
discretion to be sufficient to cure the default end thereafter continue and complete all reasonable and necessary ateps 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 prolilded In this Agreement or the Related 
Documents, all commitments and obligations of Lender under this Agreement or the Related Documents or any other agreement Immediately wlll 
terminate (including any obligation to make lurther Loan Advances or disbursements), end, at Lender's option, all Indebtedness immediately wlll 
become due and payable, ell without notice of eny kind to Borrower, except that In the ceoe of en E118nt of Default of the type described In the 
• Insolvency• subsection above, such acceleration shan be automatic end not optional. In addition, Lender ahell have ell the rights and remedies 
provided in the Related Documents or available at law, In equity, or otherwise. Except as may be prohibited by applicable lew, ell of Lender's 
rights and remedies ahlrU be cumulative and may be exercised singularly or concurrently. Election by Lender to pursue any remedy shell not 
exclude pursuit of any other remedy, and an election to make expenditures or to take action to perform en obligation of Borrower or of any 
Grantor shalt not effect Lender's right to declare e default and to exercise Its rights end remedies. 

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

ArMnCimerrts. This Agreement, together with any Related Documen11, constitUles the entire understanding and agreement of the parties 
as to the matters set fonh in thla Agreement. No alteration of or amendment to this Agreement shall be effecti\18 unless giVIln In writing 
end algned by the party or parties sought to be charged or bound by the alteration or amendment. 

Attorneys' Fees: ExjMOnses. Borrower agrees to pay upon demend ell of Lender's costs end expenses, including Lender's reasonable 
attomeys' fees and Lender's legal upenses, incurred in connection with the enforcement of this Agreement. Lender may hire or pay 
someone else to help enforce thll Agreement, end Borrower shall pay the costs end expense• of such enforcement. Coots and 8l<penses 
include Lender' a reuoneble attorneys' fees and legal expenses whether or not there Is a lawsuit, Including reasonable attomeys' fees and 
legal expenses for bankruptcy proceedings (including effons to modity or vacate any eu1omatic atey or Injunction), appeals, and any 
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anticipated pofl-judgment collection aervioes. Borrower also ahal pay aa court COlts and such additional lees as may be directed by the 
court. 

Ception Headinga. Caption headings In this Agreement are lor convenience purposes only and are not to be used to Interpret or define the 
provlslont of this Agreement. 

Consent to loan Participation. Borrower agrees end consents to Lender's sale or trentler, whether now or /•tar, of one or more 
participation Interacts In the Loan to one or more purchasers, whether related or unrelated to lender. Lender may provide, without eny 
limitation whatloever, to any one or mora purchaaen~ , or potential purchuera, any Information or knowledge lander may haw about 
Borrower or about any other manor relating to the Loon, and Borrower hereby waives any nghts to privacy Borrow or ;nay haw with respect 
to such matters. Borrower addltlonatly waives arry and an noticeJ of 1ale of participation lnteresta, 11 wall as all notices o f any repwchaae 
of such perticlpatlon lntereots. Borrower also agrees that the purchasers of any such .partlclpetlon lnterens wRI be considered ao the 
absolute ownera of auch lntareau In the Loan and wRI have all the rlghta glinted under the participation agreement or agreements 
govaming the aale of such participation interests. Borrower further waives ell nghts o f offnt or counterclaim that It !"'•Y haw now or later 
agalnat Landor or agains t any purchuer of 1uch a participation interelt and uncondltlonally agreu that either Lender or auch pwchasor may 
enforce Borrower'• obligation under the loan l<respactive of the fa»ure or Insolvency of ony holder of any Interest In the loan. Borrower 
further agrees that the purchaser of any ouch parti(:;petion interesu may enforce Its interests lrrespectjve of e~y parsonal claims or 
delen1as that Borrower may have agoinst Lender. 

Govwnlng Law. This Agreement - be governed by federal lew applicM>Ie to Lender ond, to the eJrtent not -mpted by federellew, the 
lews of the Cornmon-olth of Kentucky without regwd to Its conllicu of ilrw prcwlslona. This Agreement has been 11ecepted by l.nder In 
the c-nonweolth of Kentucky. 

Choice of Venue. If the re Is a lewsult, Borrower egrees upon lender's request to submit to the jurisdiction of the courts of Eatm County, 
Commonwealth o f Ke ntucky. 

No Wliver by lander. Lender 1hall not be deemed to have waived any right• under this Agreement unless such waiver Is given in writing 
and signed by lender. No de ley or omission on the part of Lender In e>terclsing any r1ght oholl ope rote eo e waiver of s uch right or any 
other right. A welver by Lender of a provision of this Agreement shaft not preJudice or constitute a waiver o f Lender's right otherwise to 
demand strict compliance with that provision or eny other proviaion of this AgreemenL No prior wefver by lender, nor arry coun~e of 
deafing between lender a nd Borrower, or between lender and any Grantor, shall constitute a waiver of arry o f Lender's rights or of arry of 
Borrower'• or any Grantor's obligations as to any future transactions. Whenever the conaent of lender Is required under this Agreement, 
the gra.nting of such content by Lander In any lnetance ahall not constitute continuing consent to subsequent lnatancu where such consent 
is required end In all cases auch consent may be granted or wlthhald In the sole discretion of l ender. 

Notlc:11. Any notice required to be given under this Agreement shaJI be given in writing, and ahall be effective when actually delivered, 
when actuelly received by telelacsimile !unless otherwise required by llw), when deposited with a n.tlonally recognized overnight courier, 
or, if mailed, when deposited In the United States mail, as first class, certified or reui*tered mail postage prepaid, directed to the addresses 
shown near the beginning of this Agreement. Any party may change Its eddress for notices under thla A.greement by giving formal written 
notice to the other pertiel, speclfylng that the purposa of the notice Is to change the party's add.re... For notice purposu, Borrower 
agrees to keep Lender Informed 111 all times of Borrower's current eddress. Unleu otherwise provided or required by law, II there Is more 
than one Borrower, any notice given by lender to a ny Borrower Is deemed to be notice given to an Borrowers. 

Sewra~. II a court o f competent jurisdiction finds any provision o f this Agreement to be Illegal, lnvarld. or unenforceable as to erry 
circumstance , that finding shall not meke the off ending provision iUegal, Invalid, or unenforceeble as to any other circumstance. II feasible, 
the o ffending provlolon shalt be contldered modified ao that It becomes legal, valid and enforceable. II the offending provi1lon cannot be oo 
moditled, it a hall be co.n•Jdered dele t.ed from thia Agreement. Unleu otherwlle raqw.ct by law, the ihgafiry, 'lnvelldlty, or unenlorceabllity 
of erry provision of this Agreement shall not effect the legality, validity or enforceability of arry other provision of this Agreement. 

Suboldieriea ond Affiliate• of Borro-r. To the extent IN context of arry provisions of this Agreement 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 
lliblidlariea and affollates. Notwithstanding the foregoing however. under no circumstances 1hall tN. Agreement be conttrued to require 
lender to make any loan "' other financial eccommodatlon to any of Borrower's subsidiaries or atfollates. 

Succea..,... ond Anigna, AU cownentl and agreements by or on behalf of Borrower contained In INs Agreement or arry Rellled 
Oocurnanta ahall bind Borrower's successors and aulgnt and shall Inure to the benefit of lender end its successor• and anlgna. Borrower 
sheU not, however, have the right to easign Borrower's rights under this Agreement or any lnhlrest therein, without the prior wnnan 
co.nsent of l ender. 

Survival of Repreaentations end W.....nies. Borrower unden~tands and agrees that In meklng the Loan, lender is relying on all 
repreuntatlons, warrenties, and covenants made by Borrower In this Agreement or In any cartiflcate or other Instrument delivered by 
Borrower to Lender under thlt Agreement or the Related Documents. BorTower further agreu that regardlesa of any lnveltlgation made by 
Lender, all euch re presentations, warranties end covenantS will s urvive the making o f the l oa n and delivery to lender of the Related 
Documents. s hall be continuing In nature, and shall remain In lull Ioree and effect un til such time as Borrower's Indebtedness shall be peld 
In full, or untU this Agreement ahaU be terminated In t he maMer prol/lded above, w hichever Ia the lUI to occur. 

T1me Is of the ea .. nce. Time Is of the euance In the parformance of 1hls Agreement . 

DEFINmDHS. The following caplteUzed word• and term• shall have the following meanings when used In thia Agreement. Unless speclflcally 
eta ted to the contrary, ell references to dollar amounta shall mean emol.flt s in lawful money of the United Statet of AmeriCa. Words and terms 
used In the tlnguler shall Include the plural, ond the plutll shall include the singular, es the cont8lCI mey require. Words en<l terms not otherwise 
defined In this Agreement ehall heve the meanings attributed to such terms in the Uniform Commercial Code. Accounting words and tenns not 
otherwise defined In tN. Agreement shall haw the meanings assigned to them In accordance with genenolly accepted accoUnting principles as in 
effect on the date of this Agreement: 

Advance. The word • Advenca• means a disbursement of l oan lunda made, or to be made, to Borrower or on Borrower 's behalf on s line 
of credit or multiple edvence basil under the terms end conditions of this Agreement, 

Agreement. Tlle word "Agreement• means this Business loon Agreement, as tN. Business Loen Agraement may be amended or modified 
from time to time, together with all exhibits end schedulu attached to thll Business loan Agreement from time to time. 

Borro-r. The word "Borrower" meant Ea\111 Co Water District 11 and Includes all co-signers and co-makers signing the Note end all their 
successors and assigns. 

Cohteral. The word "Collateral" meens all property and assets granted aa collateral security lor a Loan, whather real or personal property, 
whether granted directly or Indirectly, whether granted now or in the future, and whether granted in the form of 1 aecurity Interest, 
mortgage, collateral mortgage, deed of trust, auignment, pledge, crop pledge, chattel mortgage, collateral chattel mortgage, chattel trust, 
factor's Uen, equipment trust, conditlonol sale, trust receipt, lien, charge, lien or title re tention contract, Ieese or contignment Intended as a 
aecU<ity device, or any other secunty or lien lntere11 whatsoever, whether cruted by law, contract, or otherwise. 

Environr.-tal l•- · The words "Environmental Lewa• meen any and all ltlle, federal and local atetutes, regulations and ordinances 
relating to the protection of human health or the environment, including without limitation the Comprehensive Environmental Response, 
Compensation, and Uebility Act of 1980, as emended, 42 U.S .C. Section 9601 , at leQ. ("CERCLA"), the Superfund Amendments and 
Ruuthorlultlon Act of 1986, Pub. L No. gg-499 ("SARA"), the HIWirdous Materials Transportation Act. 49 U.S.C. Section 1801 , et aeq., 
the Reoourc:e Conservation end Recovery Act. 42 U.S .C. Section 6901 , et seq., or other eppficable state or federal lews, rulea, or 
regulatlona edopted pursuant thereto. 

E\18111 of DefaUlt . The words "Event of Deleult" mean any of the events ot defaultaet forth In this Agreement in the default section of this 
Ag1eement. 

GAAP. Tlle word "GAAP" meant generally accepted accounting principles. 

Grantor. The word "Grantor• means each end all of the peraona or entities granting a Security Interest In any Collateral for tha Loan, 
Including without Uml t.ation all Borrowere glinting such a Security lnteresL 

Guarantor. The word "Guarantor· means eny guarall\or, s urety, or accommodetion party of any or all of the Loan. 

G-amy. The word "Guaranty" • • the guaranty f rom Guarantor to Lender, lncl.it:hout fimit ation a guaranty of all or part of the 
Note. 
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Huerclouo Subttanc:et. The words 'Haurdous Substances' mean materials thlt, because of their quentity, concentration or phyaic1l, 
chemical or Infectious characteriatics, may cause or po" a present or potential hazard to human health or the enviro!VTient whan 
Improperly used, treated, stored, disposed of, generated, manufacrurad, transported or otherwise handled. The wordt 'Hazardous 
Substances' are utad In their vary broadest aense and Include without limitation any and all haurdoua or toxic eubstanc:es. m1tariats or 
waste as defined by or liared under the Environmental Laws. The term 'Hatardous Substances' also IIICiudes, without limitation, petroleum 
and petroleum by-producu or any fraction thereof and asbestos. 

lndebt..V..u. The word 'Indebtedness' means the indebtedness evidenced by the Nota or Ael1ted Oocuments, Including all principal end 
Interest together with all other lndebtedneu and costa and expenses for which Borrower is responsible under this Agreement or under any 
of the Aelated Oocumenta. 

Lander. The word 'Lender' meana Citizens Guaranty Bank, Its success011 and assigns. 

loen. The word 'Loan' means any and ell loans and financial accommodations from LendeJ to Borrower whether now or hereafter 
exlstJng, end however evidenced, Including without limitation those loana and financial accommodations described herein or described on 
any exhibit or achedule attached to this Agr"ment trom time to time. 

Nota. The word 'Nota' means the Note dated January 24, 2017 end executed by Estill Co Water District 11 In the principal amount of 
tl 10,330.00, together with ell renewala of, extensions of, modif!Calions of. refinancinga of, consolidelions of, end sUbstitutions for the 
note or credit agreement. 

Permitted Liens. The words 'Permitted Uens' mean (11 liens and security Interests aecuring Indebtedness owed by Borrower to Lender; 
(2) liens for texas, assessments, or similar charge• either not yet due or being contested in good faith; (3) liens of materialmen, 
mechanics, waJehousemen, or carriers, or other like liens erlsing in the ordinary course of buslneu and securing obligatione which ere not 
yet delinquent; (41 purchaae money liens or purchase money security interests upon or In any property acquired or held by Borrower In the 
ordinary course ol business to secure indebtedneu ouutanding on the date of tl\ls Agreement or permitted to be Incurred under t.he 
paragraph of this Agreement titled 'Indebtedness end Uens'; (5) liens and security Interests which, as of the date of this Agreement, 
have been ditcloaad to and approved by the Lender In w riting: and (6) thoae liens end security lnterasts which In the aggregate constitute 
an Immaterial and inslgnlficant monetary amount with respect to the net value of Borrower's eueto. 

Relooted Doc ..... nta. The words 'Aelatad Documents' mean all promiasory notes, credit agreements, loan agreements, environmental 
agreements, guaranties. security agreements, mongegea, deeds of trult, aecurlty deeds, coUeteral mortgages, and en other lnstrumenta, 
~~greementa and documents, whether now or hereafter ulstlng, uecutad In connection wlth the Loan, 

Security Agreement. The words 'Sec:urity Agreement' mean and Include without limitation any agreements, promlsea, covenants, 
arrangements, underatendlnga or other agreemenu, whether created by law, contract. or otherwise, evidencing, gowmlng, repruenting, or 
creating a Security lntereat. 

Security lntw•t. The worda 'Security Interest' mean, without rtmltatlon, any and all types of collateral security, preaent end fun••· 
whether In the form of a lien, charge, encumbrance, mortgage, dead of trult, securitY dead, euignment, pledge, crop pledge, chattel 
mortgllge, collateral chattel mortgage, chattel trust factor's lien. equipment trust, conditional sale. trust receipt, lien or title retention 
contract, lease or consignment Intended es a security device, or any other security or lien lntereat whetooever whether created by lew, 
contract. or otherwise. 

BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BORROWER AGIIEES TO 
ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED JANUAAY 24, 2017. 

BORROWER : 

ESTILL CO WATER DISTRICT 11 

By: 
·-Ja=rry-.M'""'A"'mold=o::-. "s"'ecr=.~,..,=-:o~f'Es"'tll=-.:c::-o-:w=et=e:-r "DII=trl:;e:-:t-

By:-:--,....,-,.,.,.-,,--=-.,..--_,...,~,....,..-.,..,.,.--=.,.-,---
Grag A Wright, Chairman of Estill Co Water District 

#1 11 

By: 
-:Wiliem==.,....s..r=-:d:-, "'T"'•:-- = ..,..= ,-o::;f:-Es= ti;:il"'eo="w"atar=,....,.Dil= tric= t-
#1 

LEHDEA: 

CITIZ£NS GUARANTY BANK 

By:.~~~~~---------------------------
Author~ad Sfsner 



COMMERCIAL SECURITY AGREEMENT 

Loan No 
24597 

Account 
10098348 

Initials Principal I Loan Date 
l-=-$1.:..1:..:0:.!:.3::.:3:.:0:.:;.00=---1...::0..;.1...::.· 24-20 17 

References in the boxes above are for Lander's use only and do not limit the apPlicability of this document to any particular loan 01 Item. 
An item ebo«e contalni • • • • • hu been omined d ue to text len th limltetlons. 

Grantor: &lift Co Water Obttlct 11 
76 Cedar Grove Ad 
Irvine. KV 40336·7697 

Lender: Cltlzans Guaranty Bank 
River Drive Branch 
25 River Drive 
P.O. Box 630 
Irvine, K Y 40336..0630 
(6061723·2139 

THIS COMMERCIAL SECURITY AGREEMENT dated J anuary 24, 2017. Is made end nocuted between &till Co Weier District 11 l"Grento<"l 
and Cl1izMis G-anty Bank f"londet"). 

GRANT OF SECURITY INTEREST. For ...... llble comldeqtlon, GrantO< grants to lender o sKW'Ity lrrtorut In the Colalorel to seci.We the 
Indebt-• and egrMS that lender shell have the rights atotod In this Agreement with respect to the Colletetal, In addition to el othor rights 
whldl Landor may hwo by law. 

COLLATBIAL DESCRIPTION. The word "Collateral" as used In thla Agreement means the following described property, whether now owned 0< 

hereafter acquired, whether now existing "' hereafter arising, and wherever located, In which GrentOI is giving to lender e security interest lor 
the payment of the Indebtedness end performance of ell other obligations Lrlder the Note and this Agreement; 

e ft accounts racalvablo now owned and hereafter acquired f01 use In the buaineu known u EstUI Col.wlty Water District 11 located ., 76 
Cedar Grove Rd. Irvine, Esdi County, KY 40336 

In addition, the wa<d "Collateral" also Includes aU the following, whether now pwned "' hereafter acquired, whether now existing 01 hereafter 
arising, and wherever located: 

CAl All accessions, attachments, accessories. replacements of and additions to any of the collaterel described herein, whether added now 
or later. 

(8) AU products and produce of any of the property described in this Collateral section. 

ICI Ah occounts, general lnta"9lblo1, ine~~Umenta, rento, monloa, poyments, and oil other rights , arising out of a sale, leua, consignment 
or olher disposition of any of the pr0j)8rty described in this Collateral •action. 

101 AU proceedo (including insurance proceeds! from the sale, destruction, lou, or other disposition of any of the property described in this 
Conateral section, and sums due from a tMd party Who has damoged or dewoyed the Collateral or from that party's insurer, whether due 
to judgment, settlement or other process. 

lEI All records and data relating to any of the property described In this CoUaterel oectlon, whether In the form of a wridng, photograph, 
microfilm, microfiche, or electronic media, together with all of Grantor' a right, thle, end Interest in end to ell computer aoftware required to 
utilize, create, maintain, and process any such rec01ds or data on elecuonlc media. 

RIGHT OF SETOFF. To the extent permittad by applicable lew, lender reserves a right of setoff In al Grantor's accounts with lender (whether 
checking, aevings , or some other account) This includes all accounts Grantor hold• 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 eccounta for which setoff would be proh>'blted by 
law. Granta< authO<izea lender, to tho extent permitted by applicable law, to charge or aetoH all sums owing on the lndebtednes• against any 
and all such accounts. 

GRANTOR'S REPRESENTATIONS ANO WARRANTIES WITH RESPECT TO THE COLLATERAL. With respect to the Collateral. Grantor rep<aaents 
and promises to lender that: 

Porfec11on of Security lntorost. Grantor agrees to take whatever actlonl are requested by lender to perfect and contlnue lender' s security 
Interest in the Collateral. Upon request of Lender, Grantor will delivet to lender any and aft ol the documents ellidancing or constituting the 
Cohaterol, and GrantO< will nota lender' a interest upon any end aU chattel poper and instruments If not delivered to Lender lor possession 
by Lender. 

Notice• to Londo<. Grantor will promptly notify lender In wrltlng at lender' a address shown above (or such other addreuas as Lender may 
designate from time to time) prior to any Ill change In Grantor's name; 12) change In Grantor's aui.Wned buslneu natT\8(1); 131 chango 
In the structure of the entity Grantor; 141 change In the authorited signer(sl; 151 change In Gram01'1 principal office addreu; 161 chango 
in Grantor' a principal residence; (71 conversion of Grantor to a new or different type of buslneu entity; or 181 change In any other espect 
of Grantor that directly or indirectly relates to any egreementl between Grantor end Lender. No change In Grantor's name will take effect 
until after lender has received notice. 

No Violltlon. The execution and delivery ol this Agreement will not violate any law or agreement govemlng Grantor or to which Grantor Is 
a party. 

Enforceability of Collateral. To the extent the Collateral conslsts of accounts, chenel paper, or general Intangibles, as defined by the 
Uniform Commercial Code, the Collateral is enforceable In accordance with Ita terms, Is genuine. and fully complies with all applicable laws 
and regutatloll& concerning form, content and manner of preparation and eQcution, and an persons appearing to be obligated on the 
Cohateral have authority and capacity to conuact end ere in fact obligated u they appear to be on the Collateral. At the time any account 
become& &Object to a security Interest In favor of lender, the account shell be a good end valid account rep<esenting an undisputed, bona 
fode lnd.tltedneu lncurted by the account debtor. for merchandise hold subject to delivery insuuctiona or p<eviously shipped or del<'vered 
pursuem to a contract of sale, or for service& previously performed by Grentor with or f01 the acCO<.Wit debtor. So long as this Agreement 
remains In effect, Grantor shell not, without lender's prior written consent, compromise, settie, adjust. or extend payment under or with 
regard to any 1uch Accounts. Thoro ohell be no setoffs or countorclalm• egainot any of the Colateral, end no agreement ahe ll heve beon 
made under which any deductions or discounts may be claimed concerning tha Collateral except those disclosed to lender in writlng. 

locallon of tho Collateral. Except in the ordonery courso of Grantor's b~~Sineas, Grentor agreeo to keep the Collateral (or to the extent the 
Collateral consists of Intangible property such ao accountl or general Intangibles, the record• concerning the Collateral) at Grentor'o 
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 to lender a schedule of real properties and Collateral locations relating to Grantor's operations, Including w ithout limitation tho 
following: (1) all real property Grantor owns or Is purchasing; (2) all real propany Grantor II renting or leasing; (31 all storage feclloties 
Grantor owns, rente, leases, or uses; and (41 e ll other propertiu where Collateral is or may be located. 

Removal of the Cobteral. Except In the ordinary course of Grantor's bualness, Grantor shall not ramove the Collateral from Its exls1lng 
location witl>out Lender's prior wrinan consent. Grantor shell, whenever requeated, adviu lender of the e><act location of the Collateral. 

Tr~ Involving CoHeleral. Except for lnventOIV sold or accounts collected In the ordinary cotKse of Grantor's business, 01 as 
otherwise provided for In this Agreement, Grantor sheU not sell, offer to n il. or otherwise transfer or dispose of the Collateral. Grantor 
shall not pledge, mortgage, encumber or otherwise permit the CoRateral to be subject to any !ten, aacurity Interest , encumbrance, or 
charge, other than the security Interest prollided lor In this Agreement, without the prior written consent of lender, Thla Includes security 
lntereotl even II junior In right to the aecunty interuts granted under this Agreement. Unleu waived by lender, all proceeds from a ny 
disposition of the Colleterol !for whatever reason) shall be held In wat fa< Lender and 1hell not be commingled with any other fund~; 
provided however. this requirement aheH not constitute consent by Lender to any ule or other dospositlon. Upon receipt, Grantor shaH 
immediately deliver any such proceeds to lender. 

Tltlo. Grantor represents end wanants to lender that Grantor holds good and marke table title to the Collateral, free and clear of e ll 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 inte rest created by this Agreement or to whic h lender has opec lfically consented. 
Grantor ohall defend lender's rights in the Collateral against tha claims and demands of ell other persona. 

Ropalra and Maintenance. Grantor agrees to keep and maintain, and to cause others to keep and maintain. the Collateral In good order, 
repair end condition at ell times while this Agreement remaina in effect. Grantor further agrees to pay when due all claims for work dono 
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on, or services rendered or material furnished In connection with the Collateral 10 that no lien or encumbrance may ever attach to or be 
fded aglrinlt the Collateral. 

l.-opec11on of Colatwal. Lender and Lender'• dealg111ted representative• and agents shall have the right at all reaso111ble times to •••mine 
.00 i111pect the Collateral wherever lo«ted. 

T~ea, A .. anments and u.n.. Grontor will pay when due al tuea, aneaaments and liens upon the Collateral, 1t1 ute or operotion, upon 
thia Agreement. upon any promltaory note or notes evidencing the lndebtednen, or upon any of the other Related Documents . Grontor 
may withhold any such payment or may alect to contelt any lien If Grantor is in good faith conducting an eporopriete proceeding to contest 
the obltgatlon to pay end so long .. Lender'a lnttreot In the Collateral lo not jeoperdaed in lender'a oole opinion. If the Collateral ;1 
1ubjected to a lien which ia not discharged within flfteen 11 61 days, Grantor she" depoalt with Lender cash, 1 oufficlent corporate 1urety 
bond or other security u tislactory to Lender In en amount adequate to provide tor the d iocherge of the lien plua any lnternt, coa11, 
reaaonable attorneys' fees or other chargu that could accrue u 1 reault of forecloaure or sale of the Collateral . In any contut Grantor 
shall defend Itself and Lande< and ahall aotlsfy any final adverae judgment before enforcement against the Collateral. Grantor shall name 
Lender 18 an additional obligee under ony surety bond furnished in the contest proceedings. Grantor further agrees to furnish Lender with 
evidence that euch taxes, essessmenll, .00 governmentel and other chargee have been paid In full and In a timely manner. Gr1ntor may 
withhold any euch payment or may elect to contest any lien If Grantor It In good faith conducting on appropriate proceeding to contHt the 
obligation to pay end eo long as Lender'o lntereot In the ·Collateral II not jeoperdized. 

CompliMce with Governmental Roqo*emenu. Grantor ehel comply promptly with oil laws, ordinencea, rulal and regulations of all 
governmenUII authorities, now or heraelter In effect, epplicoble to the ownership, production, dlapoeition, or use of the Collateral, Including 
all law• or regoAations relatlng to the undue eroelon of highly-erodible land or relating to the conversion of wetlands for the production of en 
agricultural product or commodity. Grantor may contelt In good faith ony euch lew, ordinance or regulation and withhold compfoonce 
during any proceeding. including aporopriote appeals. so long u Lender' I intereot in the Collaterol, In Lender's opinion, 1e not jeopwdited. 

Hautdous Subsl*!Ces. Grantor represents and w1rrants that the Collateral never has been, end never will be 10 long e1 th11 Agreement 
remains • lien on the Collateral, uted In violation of any Environmental Lewa or lor the generation, manufocture, 11orage, traneponatlon, 
treatment. dispoul, release or threatened refuse of any Hazardous Substance. The represenUttlons and werrantle1 contained herein ere 
baled on Grantor's due diligence In Investigating the Coftetaral lor Hezardoue Subetances. Grantor hereby 111 reiea1e1 and waive• any 
future claim• ogalnst Lender for indemnity or contribution in the event Grantor becomu liable lor cleanup or other costa under any 
Environmental Lews, and (21 agree• to indemnify, de~nd. end hold harmlns Lender ageinet ony and eU cta1m1 end lo11e1 reeulting from a 
bteech of this provision of thla Agreement. This obligation to indemnify and defend shall eurvlve the peyment of the Indebtedness and the 
11tisfaction of this Agreement. 

Mainte'*"'a of CuUIIIty lnaurance. Grentor ehall procure and maintein II rioka insurance, Including without limitation fire , theft and 
fiobility coverage together with such other Insurance as Lender may require wlth respect to the Collaterol, In form, emount1, coverages and 
belli reuonably acceptable to Lender end luued by a compeny or compenlu reasonably accepteble to lender. Grentor. upon request of 
Lender, wiU defiver to Lender from t.irne to time tho pollclee or certificate• of Insurance In form satisfactory to Lenderj lncludlng etipulations 
that coverages will not be cancelled or diminished without at least ten (1 01 days' prior written notice to Lender ~nd not Including any 
dleclaimer of the ineurer's llabo1ity lor failure to give 1uch 1 notice. Each Insurance policy alao shall Include an endoieement providing that 
coverege in favor of Lender will not be impaired in any way by any act, omission or default of Grantor or eny o ther l>ereon. In connection 
with oil policies covering auets In which Lender holds or 11 offered a eecority Interest, Grantor will provide Lender with euoh loss payable 
or other endorsements as Lander may require. If Grantor at any lime foils to obtain or maintain any lnaurtnce 11 required under thle 
Agreement, Lender may (but ehall not be obllgeted to) obtain euch insurance os Lander deems appropriate, including If Lender so choo••• 
•single IQtereatlnaurance, • which will cover only Lender's if!tlfelt In the Colletlfal. 

Applcatlon of lna ... nce Procllda. Grentor lhall promptly notify lender of any loss or damage to the Collateral If the estimated coat of 
repair or replacement uceeds 6000, whether or not euch casualty or lou 11 covered by lneuronce. lender may make proof of lou If 
Grantor falls to do so Within fifteen (16) days of the ceouolty. Aft proceeds of any Insurance on the Cofteteral, Including accrued proceeds 
thereon, 1hall be held by Lender es pen of the Collateral. If Lender consents to repair or replocement of the domagld or destroyed 
Collateral, Lender ehaft, upon eatilfactory proof of expenditure, pay or relmb<ne Grantor from the proceeds for the reuonable coat of 
repait or reatoration. If Lender doe1 not consent to repeir or reple-nt of the Collateral, lender shall reteln a eulflcient amount of the 
proceeds to pay ell of the lndebtedneu, end ehaO pay the belence to Grantor. Any proceed• which have not been disbureed within eix 161 
months alter their receipt and which Gr1ntor hal not committed to the repair or rutoratlon of the Cobteral ehall be used to prepay the 
lndebte<!Mse. 

lnaurWICI RlllfVU. Lender may require Grentor to maintain with Lender reserves for payment of lnaurance premiumo, which reaerve• 1haU 
be creotld by monthly payments from Grentor of e 1um utlmotld by Lender to be 1ufftelent to produce, at leell fifteen (161 deya before 
the premium due dote, emoun11 at leut equol to the ineurence premiums to be paid. II fifteen I 161 days before paymJsntll due, the reserve 
fundi ere lneufficient, Grantor 1h1l upon demand pay any deflclency to Lender. The renrve fundi shaft be held by lender 11 e generel 
deposit and shell constitute e non-lntereat·belring account which lender may eatlefy by payment of the Insurance ptamlums required to be 
peid by Grentor as they become due. lender doll not hold the reserve fundi In trust tor Grantor, and Lender Ia no1 the agent of Grontor 
for payment of the Insurance premium• requlnod to be paid by Grantor. The responeibllity for the payment of premiums ohall remain 
Grentor'1 sole responsibility. 

Ins.....,. Reporu. Grantor, upon requeet of lender, 1h1ll fumieh to Lender repona on each exilting policy of lneurance ehowing euch 
Information 11 Lender may reasonably requeat Including the following: 111 the name of the lnaurer; 12) the risk• Insured; (31 the amount 
of the policy; 141 the propeny Insured; (51 the than current value on the baeis of which Insurance hae been obtained and the manner of 
determining that value; and 161 the expiration date of tho policy. In addition, Grantor shall upon request by Lender (however not more 
often than aMually) have an Independent aporalaer satisfactory to Lender determine. as apolk:able, the cuh value or replacement cost of 
the Collateral. 

Finlnclng Stltlmtntl. Grantor authorize~ l ender to file a UCC financing statement, or alternatively, 1 copy of thla Agreement to perfect 
Lender's security interest. At Lender'• requeSt, Grantor edditionelly agree• to 1lgn all other documents that are receuery to perfect, 
protect. ond continue lender' I security lnttrtlt In the Property. Grantor will PlY all filing fees, title tr&naflf fees, and other fee• ond COlli 
Involved unleu prohibited by law or unleu Lender is required by law to pey such fees end coats. Orentor lrravocebly epoointl Lender to 
execute documenll necessary to transfer title If there Is a default. lender may file a copy of this Agreement •• a financing ltatement. 

GRANTOR'S RIGHT TO POSSESSION AND TO COLLECT ACCOUNTS, Until defouh and except u otherwise provided below with rnpect to 
accounll , Grantor may have posseuion of the tangible pereo1111 property and benefteial use of an the Collateral and may uta It In any lawful 
manner not Inconsistent with this A~reement or the Related Docurnen11, provided that Grantor'• right to possession and beneficial use ahan not 
apply to any Colloterol where pouesslon of the Collaterel by Lender Ia required by law to perfect Lender's security Interest In such CoHeterel. 
Until otherw1se notified by Lender, Grantor may collect any of the Colleterel consiltlng of accounll. At ony time and even though no Event of 
OefeoAt exla11, Lender may exercise Its righll to collect the accounts and to notify account debtors to make peymen11 directly to Lender for 
application to the lndebtedneu. If Lender at any time has pooaeuion of ony Collateral, whether before or otter en Event of OefaoAt. Lender 1hall 
be deemed to have exercised reaeonable core In the c~Mtody and preservotion of the Collateral if Lender tekel euch action for that purpose •• 
Grantor shel requeat or as Lender, In Lender'• sole discretion, oholl deem appropriate under the circumuences, but failure to honor ony requeat 
by Grontor shell not of Itself be deemed to be 1 failure to exercise reasonable care. lender shall not be required to take any eteps neceuarv to 
preeerve any righll in the Collateral agalnll prior parties, nor to P<Ottct, preaerve or mainta.in any security interest given to eecure the 
lndebtedneu. 

LENDER'S EXPENDITURES. If any action or proceeding Is commenced that would materially affect Lender'• lnterell In the Cofleteral or If 
Grantor tails to comply with any provision of thil Agraament or any Related Document•. Including but not limited to Grontor'a failure to 
dlecharge or pay when due eny emounts Grantor 11 required to dlecherge or pay under this Agreement or any Related Document•. Lender on 
Grentor's behalf may (but shell not be obllgeted tol 11k1 any ection that Lender deems appropriate, including but not limited to discharging or 
paying all te•es, liens, eecurlry lnterolts, encumbrances end other claims, at any time levied or placed on the Collateral arid peylng aH costs for 
Insuring, melntelnlng and preserving the Collateral. All such expenditures Incurred or paid by Lender for such purposes will than bear interell at 
t.he raUl charged under the Note from the date Incurred or paid by Lender to the date of repayment by Grantor. All such expon~eo will become a 
pen of the lndebtednes.s and, at l ender'• option, will (AI be payable on demand: (8) be added to the balance of the Note and be epoottioned 
among and be payable with any inatallment payments to become due during either (1 I the term of ony appliclble lneurance policy; or (21 the 
remelnlng 11rm of the Note; or ICJ bt!Ated as a balloon payment which will be due and. blo 11 the Note's maturity. The Agreement also 
wl!l •~cure payment of these arnount~ch right shell be In addition to ell other rights emedleo to which lender may be entitled upon 
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OEfAUL T. Each of the followinv shall constitute an Event of Default under this Agreement: 

Payment Default. Grantor leila to make any payment when due under the Indebtedness. 
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Other O.t.ults. Grantor fails to comply with or to perform any other term, obrogation. covenant or condition contained In thll 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 end Grantor. 

F.a.e 6~at...,.,ts . Any werrartty, representation or ttatement made or furnished to Lender by Grantor or on Grantor'• behalf under this 
Agreement or the Related Documents Ia false or misleading In any material respect. either now or at the time .made or furnished or becomea 
I aiM or millelding at any tm. theraaftar. 

O.lecdw c:oa.t.r.&zatlon. This Agreement or any of the Reloted Oocumenu ceases to be In lull force and effect !including laOure of any 
conateral document to creata a valid and perfected secunty Interest or lien) at any time and for any reason. 

lnaoivw>cy. "The lnaolvency of Grantor, the appointment of a recemr for any part of Grantor' a property, any assignment lor the benefit of 
creditora, any type of creditot workout, or the commencement of any proceeding under any bankruptcy or Insolvency laws by or against 
Grantor. 

Credilor or Forfeit .. • Proceedlnp. Commencement of foreclosure or forfeltvre proceedings, whether by judicial proceeding, nlf·help, 
repoaaesslon or any other method, by any creditor of Grantor or by any governmental agency against any collateral aacuring the 
Indebtedness. This Includes a garnishment of any of Grantor's accounts, Including deposit accounts, with lender. However, thia Event of 
Default shell not apply If there Is • good faith dispute by Grantor as to the validity or reasonebleneu of the clelm whlch Is the basis of the 
creditor or forfeiture proceeding and If Grantor gives Lender written notice of the creditor or forfeiture proceeding end deposits with Lender 
monies or a aurety bond lor the creditor or forfeiture proceeding, In an amount determined by Lender, In Its sole discretion, aa being an 
adequate reserve or bond for the dispute. 

Ewnts Affecting Guwantor. Any of the preceding events occurs with respect to eny guarantor, endorser, surety, or accommodation party 
of any of the Indebtedness or guarantor, endorser, surety, or eccommodetlon peny diea or becomes Incompetent or revokn or diap\ltes the 
vafodlty of, or r.ability under, any Guarenty of the lndabtedneu. 

Adwraa a..ng.. A material adverse change occutS In Grentor'e financial condition, or Lender bef.evea the prospect of payment or 
performance of the Indebtedness Ia Impaired. 

lnoecwtty. Lender In good Ieith believes Itself Insecure. 

Cure Prcwlalona. If any default, other than a default In payment. is cureble and if Grantor has not been given a notice of a breach of the 
some provision of this Agreement within the preceding twelve (12) months, It may be cured If Grantor. alter lender sends written notice to 
Grantor demandlf>V cure of auch default: 11 I cures the delauh within thirty (301 days; or 121 If the cure requires more than thirty (301 
dtrf$, Immediately Initiates atept which Lender deema In Lander't sola ditcretlon to be autficlent to cure the deleult end thereelter 
continue• end complete• ell reuoneble and necessary 11eps aufficlent to produce compliance as soon et reesonebly practical. 

RIGHTS AND REMEDIES ON DEFAULT. II en 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 foHowing rlghtt and remedies: 

Accelarete lndebtldneu . Lender may declare the entire Indebtedness. including any prepayment penalty which Grantor would be required 
to pey, immediately due and payable, without notice of eny kond to Grantor. 

Aaa.mble Colataral. Lender may require Grantor to deliver to Lender an or any portion of the Collateral and any end ell cenllicatea of title 
and other documents relating to the Collateral. Lender may require Grantor to aasemble the Collateral and make It availeble to Lender et a 
place t.o be designated by Lender. lander alto thall have tun power to enter upon the property of Grantor to take pouesslon of and 
remove the Collateral. If the CoUateral contains other goods not covered by this Agreement at the time of repouenlon, Grantor agrees 
Lend., may take such other goods, provided that Lender makat reosonabla eftorta to return them to Grantor alter repouesaion. 

Sel the c:oa.t.r ... Lender •hall have lull power to sell, lease, transfer, or otherwise deal with the Collaterel or proceeda thereof in Lender 's 
own name or that of Grantor. lender may sen the Collateral at public: auction or private sale. Unlet• the Collaterel threetena to dec~ne 
tpeedily In value or is of a type customarily sold on a recogniud market, Lender will give Grantor, and other persons aa 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, alter Event of Default occurs, enters Into and authenticates en 
agreement welvlng thet person's right to notification of aele. "The requirements of reasonable notice shell be met if auch notice Ia given at 
least ten (101 days before the time of the aale or disposition. All expenses relating to the dlspoaitlon of the Collateral, lncludinv without 
limitation the expenses of retaking. holding, Insuring, preparing lor sale and selling the Collateral, shall become e pan of the lndebtednest 
secured by this Agreemenl and sh .. be payable on demand, with intereat at the Note rate from data of expenditure until repaid. 

Appoint Rec:ehoer. Lender shall have the right to have a receiver appointed to toke posseuion of all or any pert of the Collateral, with the 
power to protect and preserve the Collateral, to operate the Collateral preceding foreclosure or aele, end to collect the ranta from the 
Collateral and apply the proceeda, over and above the cost of the receivership, against the lndebtedneu. The receiver may aerve without 
bond If permitted by law. Lend81'a right to the appointment of a receiver ahall exist whether or not the apparent value of the Collateral 
exceed a the lndebtedlleu by a a\<betential amount. Employment by Lender thaW not d'-qualify a person from aerving as a receiver. 

Collect Revanues , Apply Accounts. Lander, either ltaelf or througtla receiver, may collect the paymenta, rents, income, and revenues from 
the Collateral. Lender may at any tlme in lender's discretion uansfer eny Collateral Into Lendet's own name or that of Lender's nominee 
and receive the paymenu, rants, Income, and revenues therefrom and tlold the same as aecurlty for the lndebtedneu or apply it to 
payment of the Indebtedness in auch order of preference •• Lender may determine. Insofar as the ColatMal consists of accounts, general 
lntanglblea, Insurance policies, instrwnents, chattel paper, chosea in action, or simllor propertY, Lender may demand, collect, receipt lor, 
settle, compromise, adjus1, aue lor, toreclosa, or roellza on the Collateral as Lender may determine, whether or not lndebtedneu or 
Collateral It then due. For these purpoaes, Lender may, on behelf of and 1n the name of Grantor, receive, open and dispose of meil 
eddresaed to Grantor; change eny address to which mall end payments are to be sent; end endorao notaa. checka, drafts , molley orders, 
documents of title, lnatruments and Items pertaining to payment, ahtpment. or atortge of any Collateral. To facilitate collection, lender 
may notify account debtors and obligors on any Collateral to make peymentt directly to Lender. 

Obtain Deficiency. If Lender chooaet to soli eny or all of the Collateral, Lender may obtain a judgment against Grantor lor any deficiency 
remaining on the Indebtedness due to Lender after application ol all amounts received from the uercise of the rights pro\l'oded In this 
Agreement. Grantor ahall be liable for a deficiency even 11 the trensactlon described In thia aubaectlon Ia a aele ol account• or chattel 
paper. 

Othef Rlghta and Ramadiaa. Lender shell have all the rights and remedoes of a 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 rightt end 
remedies ft may have available at law, In equity, or otherwise. 

Bec1ion of Remediea. Except •• mav be prohibited by epplicable law, all of Lender's rights and remedies, whether evidenced by this 
Agreement, the Related Oocumenta, or by any other writing, ahaft be eumul1tive and mey be exerclaed singularly or concurrently. Election 
by Lender to p<nue any remedy 5haU not exclude pursuit of ony other remedy, and an elactlon to make expenditures or to take action to 
perform an obligation of Grantor under this Agreement, alter Grento<'a failure to perform, shall not elfact Lender' a right to declare o default 
and exercise It$ remedies . 

MISCELLANEOUS PROVISIONS. The tollowong mlacellaneous provisions are a pan of this Agreement: 

Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and agreement of the panies 
as to the mettera set forth In thla Agreement. No alteration of or amendment to this Agreement shell be effective unless given in writing 
end signed by the party or panles sought to be charged or bound by the alteration or amendment. 

Attornaya ' F"a; EKpenaes. Grantor agrees to pay upon demand all of Lender't costs end expenses, including Lender 's reasonable 
anomeys' fees and lender's legal upenses, incurred In connection with the enlorcement ol this Agreement. Lender may hire or pey 
someone else to help enforce this Agreement, and Grantor shall pay the costs and expenses of such enforcement. Coats and expenses 
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include lender's re11oneble attomevs' fees and legal e~penses whether or not there Is a lawsuit, Including reasonable auornevs' fees and 
legal expenaao for bankruptcy proceedlngs (including eHorta to modify or vacate any automallc atay or Injunction), appeals and any 
anticipated poilt·judgment collection services. Grantor alao shell pay all court costa and such additional fees u may be direct'ed by the 
COllrt. 

Caption Headings. Caption headings In this Agreement are for convenience purposes only a nd are not to be usad to Inte rpret or define the 
proviaiont of this Agreement. 

Go-nlng Law. Thla Agreement wll be governed by federal law appicable to lender and. to the extent not preempted by federal t.w, the 
laws of the Commonwa.rth of Kamucky without regard to ltl conflicts of law provlalona. Thla Agreement has been Keepted by t.nc1er 1n 
the Commonwe.rth of KentUcky. 

Cho;ce of Venue. If there Ia a lllw1ult, Grentor 1grees upon Lender's request to submit to the jurisdiction of the courts of &till County, 
Commonwallth of Kentucky. 

No W.,_. by lender. lender 1haA not be deamad to have waived any rights under this Agreement ...,. .. such wa iver Ia given In writing 
and algoed by Lander. No delay or omission on the part o f lender In axerc:lairt~~ any right shall operate es a welvar of ouch right or any 
other right. A waiver by lender of a provision of this Agreement sheU not prejudice or COI\Ititute 1 waiver o f Lender's right otherwise to 
demlnd attiet compliance with that provialon or any other provision of thia Agreement. No prior waiver by lender, nor any cowse of 
dealing between lender and Grantor, ohall COI\Itituta e waiver of any of Lender' a rights or of any of Grentor 's obligations as to any future 
transactions. Whenever the consent of Lender is required under this Agreement. the granting of aueh consent by Lender In any iMtance 
shan not constitute continuing consent to subsequent lnstencea where ouch consent is required and In .U cases such consent may be 
granted or withheld In the ·•ole discretion of lender. ; 

Notlcaa. Any notice required to be given under this Agreement s hall be given In writing, and shall be et1ective w n actually delivered, 
when actually received by te le facaimlle (unleu otherwise requi red by law), when deposited with a nationally recog zed overnight courier, 
or, if mailed, when deposited in the United States mail, •• first cU.ss, certified or registered met1 postage prepaid, directed to the addresses 
ahown near the beginning of this Agreement. Any party may change Its address lor notices under thia Agreement by giving formal wrinen 
notice to the other parties, apecifying that the purpose ol the notice Is to change t.he party' a address. For notice purposes, Grantor egra11 
to keep Lllnct.r Informed II all times of Grantor's current addreu. Unless otherwise provided or required by law, If there Ia more than one 
Grantor, any notice given by Lender to any Grantor is deemed to bt notice given to all Grantora. 

Power of Attorney. Grantor hereby appoints Lender as Granta<'s irrevoca ble ettorney~n-fact for the purpoae ol executing any documents 
neceuary to perfect , amend, or to continua the security Interest granted in thia Agreement or to demand termination of filings of other 
S8CU<ed parties. lander may at any time, and without further authorization from Grantor, fife a carboo, photographic or other reproduction 
of any financ;ng statement or of this Agreement for use as a f.nanclng otltament. Granta< wiH reimburse lander lor e n expenses for the 
perfection and the continuation ol the perfection of lender' a security lntareat in the Collateral. 

Severelity. If a court of competentjuriad'ICtion finds any provision of this Agreement to be Illegal, Invalid, or unenforceable as to any 
clrcurmtance, that finding ahall not make the offending provision flegal, invalid, or unenforceable as to any other circumstance. II feasible, 
the offending provision shell be coneldered modified so that It becomes legal, vaf!d and enforceable. If the otfendlng provision cannot be so 
modifoed, It shell be considered deleted from thla Agreement. Unleu otherwioe required by law, the lllegalitv. invalidity, or unenforceability 
of any provision of this Agreement s hall not effect the legality, validity or enforceability of any other provision of thlo Agreement. 

Suc:ceaaora lrld Assigns. Subject to any limitations stared In this Agreement on transfer of Grentor'a Interest, thlt Agreement shall be 
binding upon a.nd Inure to the benefit of the .parties, their auccaaoor. and aoaigna. If ownerahip of the CoHate ral becomea vested In • 
peraon other than Grantor, lender, witiioutJIOtice 'tO Grantot1 mly d.eel iNlth Grantor' a auccesson Wlth' referente t o tlila Agreement end the 
·Indebtedness by way of forbearance or extension without releasing Grantor from the obligations of this Agreement or liability under the 
lnclebladneos. 

Suflllval of Rapraaantationa and WWTantln. All represantatlons, warrentiea, and agreements made by Gnontor In thia Agreement ahaU 
aurvlve the execution and delivery of this Agreement. s hall be continuing in natura, end shall remain in full force and e lfect until such time 
aa Grantor' a Indebtedness shall be paid In hAl. 

Time II of the E:ao....,e. Time Is of the usence In the performance of this Agreement. 

Waive Jury. Aft pwtiea to this At<Mment her.tly waive the right to any jury ttieJ In *"Y ac1ion, proc...tlng, or count.,cleim bfouvht by eny 
perty egainat any Oilier party. 

D£RNITIONS. The following capiteli~ad words and terms shall have the following meanings when used In thla Agreement. Unleu apecifleaMy 
ateted to the contrary, all reference• to dollar amounts ahall mean amounts In lawful money o f the United States of America. Worda and terms 
used In the singular ahelllnclude the plural, end the plural shell include the singular, as the context may require. Words end terms not otherwise 
de fined in this Agree ment shall have the meanings attributed to euch termo In the Uniform Commercial Code: I 

Agr-rrt. The word • Agreement• means thla Commercial Security Agreement. as thls Commercial Security Agreement may be amended 
or modifoed from time to time, together with al exhibits end achedulas attached to this Commercial Security Agreeme7t from time to time. 

Borrower. The word 'Borrower• m811\1 Estill Co Water District 11 and includea ell co-signors and co-ma kers e lgning the Note and eli their 
aua:euora and aaaigna. 

Colatwal. The word "Collateral" meal\8 all of Grantor'a right, title and lnteraat In and to all the Collateral 11 deoctlbed In the Collateral 
Description aectlon of this Agreement. 

O.f8ult. The word 'De leult' me ana the Default 111 forth In this Agreement in the aection titled 'Default". 

Emllronmental Lawa. The words 'Environmental lewa· mean any and aU state, federal and local stoMas. regulations and ordinances 
relating to the protection of human health or the environment, including without limitation the Comprehensive Emilronmental Ruponse, 
Compenution, end Uabmty Act of 1980, as amended, 42 U.S.C. Section 9601, at seq. ("CERClA'I, the Superfund Amendments e nd 
Reauthorization Act of 1986, Pub. L. No. 99-499 I'SARA ' ), the Hazardous Materials Trensprxtotion Act. 49 U.S.C. Section 1801, et aaq., 
the Re$0urce Conservation and Recovery Act, 42 U.S .C. Section 6901 , at aeq., or other applicable state or federal laws, rules, or 
regulations adopted purs uant thereto. 

Event of Default. The words ' Event of Default' mean any of the evanta of default set forth in this Agreement in the default section of th'IS 
Agreement. 

Gr-. The word 'Grantor' means Estill Co Water District 11 , 

Gu.r-.ty. The word 'Guaranty" means the guaranty from guarantor, endoraer, surety, or accommodation party to lender, Including 
without limitation a guaranty of all or pert of the Note. 

Haterdoua Subatancea. The worda 'Haurdous Subatanc81' m .. n materia ... that, because of their quantity, concantratlon or phyaJcal, 
chemical or Infectious characteriltica, may causa or poae a preaant or potential hazard to human health or the environment when 
Improperly used. treated, stored, d'•poaecl of, generated, manufactured, tral\lponad or otherwise hlndled, The wordt 'Hazardous 
Substances' are used In their very broedeat sense and Include without limitation any and aU haurdous or toxic substances, materials or 
waste es defined by or listed under the Envltorvnental lew&. The term • Huerdout Sub•tances' also Includes, without fimltetion, petroleum 
lnd petroleum by11roducts or any traction thereof and eabenoa. 

Indebt-.. The word 'lndebtadneu· means the indebtedness evidenced by the Nota or Related Documents, lnefuding en principal and 
Interest together with ell other indebtodneu and coats end expenses for which Grantor Ia reaponslble under this Agreement or under any of 
the Related Documents . 

l ander. The word ' l ender' meal\8 Citizens Guaranty Bank. its successors and assigns. 

Nota. The word ' Note• means the Note dated January 24, 2017 and executed by Estill Co Water Dis trict 11 In the principal amount of 
$110,330.00, together with ell renewals of, extensions o f, modifiCations of, refinancings of, consolidations of, end s ubstitutions for the 
note or credit egreement. 1 

Property. The word 'Property' • • ell of Grantor's right , title and Interest In a . all the Property eo described In the "Collateral 
Description' section of this Agree . 

I > 
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R~d Documents. The wor«U "Related Documents" mean aU promissory notes, credit agreements, loan agreements, environmental 
agreements, guarantie£, aecurlty a;reements, rnortga;eo, deeds of trust, oecuritv deeds, collatorel mortgageo, and all other lnstrumenta, 
egreernenta and documents , whether now or hereafter 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 JANUARY 24, 2017. 

GRANTOR: 

ESTILL CO WATER DISTRICT 11 

By: 
-Je,--trt---,M"""'A'""mold--,,.,.., -=s-ee_•_ewv.,....-o.,.f -=&'"tll=-=eo""""w'"'et...,...w-=D.,.il-trlc:t..,--
'1 

By: 
·-oWlliMI=""· --=a.,_w--,d'"", ""T,... .. -.. - ... - .-r-of.,...&tll"'"""=""c:-o"'""w""et...,..w"""'D.,.la-trict.,__ ,, 

By: 
·.,G"" .. -v-=A...,w=r~g~rt...,..-, -=c.,..halnnwt..,...-- of...,..,&=--tll=-=eo,.....,w.,.,..ata-r ""D""ia-trlc:t.,--

', 
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NOTICE OF FINAL AGREEMENT 

Principal Loan No Account IOfflc:er I Initials 
r-~• 1~1~0~,3~3~0~.00~~~~~~~~~~~--~2~45~9~7~~L---~~--L--1~00~9=8~348~~-S~L~C~~----~ 

Borrower: & till Co Wetor District 11 
76 Ceder Grove Rd 
Irvine, ltV 40336-7697 

Lender: Citaons Guwenty llenk 
River Drive 6rench 
26 Riwr Drive 
P.O. Box 630 
Irvine. KV 40338-()630 
1606) 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 
UNWRmEN 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 .....Sin thlo Notleo. tho following terma hew tho following~: 

loan. The term 'Loan• meant the following delcribed loan: a Fu.ed Rue 14.100%1 Nondltcloaeb'- Loan to e Government Entity tor 
$110,330.00 due on February 10, 2021 . 

loan Agr...._t. The term 'Loan Agreement• means one or more promises. promisoory notes, agreementa, undertokinga, aecurlty 
agreements, deeds of trust or other documents, or commitments, or any combination of those actione or doeumenta, relating to the 
Loan, Including without limitation the following: 

LOAN DOCUMENTS 
• Disclosure of Right to Receive 1 Copy of en Apprelul 
- Buainess Loan Agreement 
• ltV Commercia l Security Agreement: CoUeterel owned by 
& till Co Water District 11 
• National UCC lnatructlons 04/2011 1 
- Disbursement Request end Authorization 
- W·9 Request for Ta~tpeyer 10 Number and Certification: : 
Greg A Wright 
• W-9 Request for Taxpayer ID Number and Certification: : 
William Beard 

• Governmental Certillceta: &till Co Water District 11 
- Promissory Note 
• KV National UCC Anencing Stetement !Rev. 04/20/11 1: 
Colla teral owned by Estin Co Woter District 11 
- Natlonal UCC Addendum lnstructione 04/20/1 1 
• Notice of Final Agreement 
• W-9 Request lor Taxpayer ID Number end Certification: : Jerry 
M Arnold 
• W-9 Requeat lor Taxpayer ID Number and Cenltlclllon: : Enill 
Co Water District #1 

Pertlea . The term 'Parties· means Citizens Guaranty Bank and any and all e ntities or lndividuela who are o bligated to repay the 
loan or heve pledged property as security for the Loan. Including without limitation the following: 

Bono-: &till Co Wet11 Diotrlct 11 
Grentor(a}: &till Co Wet11 Dll1rlc111 

Each Perty who aigns below. other then Clt!Leno Guar111ty Sri, actno~a. ropreaonts. and Wll'rMts to Clt!Lans Guaranty Bank thot It 
hes received. ra.cl end unde..-tood this Notice of Final Agreement. TIW Notice is dlt.cl January 2A. 2017. 

IOAAOW£11: 

ESTU CO WATER DISTRICT 11 

Bv:...,.,.====;--;:======"='=====­.wry M Arnold. Secretory of &lifl Co Water Distrlc:t 
11 

By:~-:::--;;---,-=-:-=-:-ar:":;;;-~~="'=:-:-­William Be•d. Tra11urar of &tlll Co Water Dlatroct 
11 

LENDER: 

CITIZENS GUARANTY BANK 

x~A~~~~-=..,~,~~==.~-----------------------

Br.·~--~~~~~~--.~~~~~~~~ Greg A Wright. Chalrmllt of &til Co Water Diotrlct 
1 1 



DISBURSEMENT REQUEST AND AUTHORIZATION 

Principal 'loan Dete I Meturity j 
$110.330.00 01-24-2017 02-10-2021 

loan No 
24597 I Cel I Coli 

6 I Account 
10098348 I Officer I Initials 

SLC 
References In the boxes above ere for Lender's use only and do not limit the epplieebility of INs document to aov penlculer loan or item. 

Anv hem above contelnina • • • • • has been omitted due to taxtlenath HmitetJOns. 

Borrower: Estill Co Weter Dlattlctl1 
76 Cedw Grove Rd 
lniine, KY 40336·7697 

Lender: Cltlzaos GuariMrty 8anlc 
River Drive Branch 
26 River Drive 
P.O. Box 630 
Irvine, KY 40336-0630 
(606) 723-2139 

LOAN TYPE. Thio ls a Fixed Rate (4.100"1 Nondlaclosable Loan to a Goverrvnent Entity for $110,330.00 due on February 10, 2021. 

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

0 Penonel. Family. or H-hold Pwposu or Personal lnvatment. 

l!llklllneu (Including Real Eateto Investment!. 

SPECIFIC PURPOSE. The specific purpose of thls loao Is: Opereting Money. 

DISBURSEMENT INSTRUCTIONS. Borrower understands that no loan proceeds will be disburaed until ell of lender' a conditions l or maldng the 
loan have bean satisfied. Please disburse the loan proceeds of $ 110.330.00 as follows: 

Amount pold to Borro- clrectly: 
$110,000.00 Lender's Check I 

Other Chot- F'.......,ed: 
$10.00 ucc 

Total Ananc..s Propaid Flnenco Chotgoa: 
$300.00 CommercloiLoan Fee 
$ 20.00 loao Coupon Elook 

Note Prlnclpel: 

$ 110,000.00 

$10.00 

t320.00 

$1 10.330.00 

ANANCIAL 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 
ANANCIAL CONDITION AS DISCLOSED IN BORROWER'S MOST RECENT FINANCIAL STATEMENT TO LENDER. THIS AUTHORIZATION IS 
DATED JANUARY 24, 2017. 

BORROWER: 

ESTill CO WATER DISTRICT 11 

By:==----,:.---:--:-----:-.=:-::,-,===.,..,.~ 
Wlliarn Be•d, Treuuror of Eatll Co Weter District 
11 

By: 
·..,G,...r-og-:A-,W"""'rig..,ht:-:-, ""C"'h8irmlln...,.--o-,f...,&'"· "'tiii::-;;Co,.,-,W"'et=or.,...,.Dis"'· :-tnc"'· -:-,-

11 
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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. 

6:> 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 KR WA 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. 

5. 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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DATE SOLD PURCHASED LOSS 
2004 i 170,077,000 222,575,000 23% 

--
2005 

! 
183,113,000 241,075,000 24% 

--
2006 : 181,220,000 252,388,000 28% 

- ---
2007 205,290,000 288,186,000 28% -------I-- ----------- ---r- ----- -- -
2008 193,216,500 ! 258,733,369 25% --
2009 190,070,380 255,869,850 26% 

1----. -- ---- ------------~-- 1-
2010 189,870,570 258,936,024 26% 

-·--· --- - - --- ------ - - . ------- -
2011 183,243,800 256,674,927 29% 

2012 I 187,868,750 247,836,888 24% I 
------- ·r 

2013 176,515,684 I 261,789,430 33% I j - -
2014 177,751,830 281,730,192 

r-~~~ --2015 169,945,940 264,869,799 
2016 164,451,960 255,996,200 36% ---- --- --· -- - - - - -· --- - - ··-··--

- --- - -

' -
2006-2007 PHASE 9 

2700 NEW METERS - ·----- \ 

---· 
2008 ! · 1000 NEW METERS 

-· - ------ .. 
; 

2,014 I PHASE 10 

I ' . 
REHAB OLD LI NES i I i 

I 



A 

1 LEAKS 
f-- - ·- . --

2 Jun-15 

3 Jul-15 
f--

4 Au~--15 
I 

5 Sep-15 
1-- -

6 Oct-15 
1--r-· 

7 Nov-15 . 
8 Dec-15 

9 
. 1 

~ 
10 TOTALS 

11 
f-- -· 
12 --
13 Jan-16 

1--
14 Feb-16 ; 

I 

15 Mar-16 
- ·· 

16 Apr-16 
1-- - ----

17 May-16 
1--

18 Jun-16 

19 Jul-16 ! 
1---

I 20 Au~-16 .. 
21 Sep-16 

-
22 Oct-16 

1-- - ·- -- - 1-
23 Nov-16 

1--
24 Dec-16 

1--
25 

26 TOTALS 

27 - - .. 
28 Jan-17 - ·-
29 Feb-17 --
30 Mar-17 ! 

1-- ------
31 Apr-17 

1--t-·-- . 
32 M_ay-17 

1--- - -
33 Jun-17 

1--- ------ .. 

34 Jul-17 
1--- -

35 Aug-17 

36 Sep-17 
1-- -

37 

38 TOTALS 
f-- .. 

39 

40 i ~ - -
41 GRAND TOTALS 

B 

REPAIR 

4-LEAKS I 

6-LEAKS 

15-LEAKS 

15-LEAKS 

4-LEAKS .... --
12-LEAKS i 

10-LEAKS - .. ·-

66 LEAKS 

Movants 
Exhibit 8 
c -

ESTIMATED GAL LOSS 

807,165 - --- ~--· - . --
560,192 

537,454 

930,077 

136,420 - ---- ------
1,808,350 

1,749,008 

6,528,666 

----t-------- -· . ·- --
6- LEAKS 1,136,661 ---
8- LEAKS 1,907,465 

6- LEAKS 1,111,526 ---- - - -
8- LEAKS 1,056,960 

11- LEAKS 792,750 

8- LEAKS I 3,242,437 - . -· - ------ --
7- LEAKS 934,794 

11- LEAKS 622,586 ---- - -· 
12- LEAKS 698,388 -
15- LEAKS 1,554,038 .. -
8- LEAKS 621,266 

3- LEAKS : 452,045 

-·. ------ -- -
103LEAKS 14,130,916 -·--- -

4- LEAKS 241,726 

2-LEAKS t 55,464 

4-LEAKS 198,951 

8-LEAKS 596,657 - .. - . - - ----- - --- - -
8-LEAKS 1,101,411 

7-LEAKS 840,379 

8-LEAKS I 2,460,980 

13-LEAKS ' 1,672,417 

6- LEAKS 295,018 

60-LEAKS 7,463,003 

---- - -

229-LEAKS i 28,122,585 



WATER LOSS INFORMATION 

·, I I Ja~_uary 2014- Septem~e_r_2_0_17___ .. ,. 

11/2' -6' PVC PIPE ·- -----~---$1,762 .20 1 
3/4 '-1' POLY PIPE , $241.00 j 

1--'- ·-- ·- - . -· - ----+----+ 
2'-6' MECHANICAL FITIINGS $533.00 ' 

1--:---c - ·- - - •. • 
2'-6' MECHANICAL JOINT KITS $832.66 -------- -----~-

2'-6' PVC REPAIR COUPLINGS_ $2,454.61 ___ __ , ; ___ _ 

3'-8' CHECK VAL'(.ES _ --------+'_?2,69~.4_9+------+---
3'-6' GATE VALVES ?4,82g_.O_O+-----+-- -
GATE VALVE BOXES & LIDS $860.06 
- · --·--f----:--'----+-. 
HYDRANT & REPAIR $6,714.25 
t----· -···· ··-··· ·---=----'------~·· 
METER BOTIOM REPAIR $323.76 - --·-- - . - ---~.-....:.....,. __ _ 
CHECK VALVE GASKf:!~ . --------:---'-$7~-?-~ .. 
2'-6' REPAIR CLAMPS $8,902.25 ---------
HYMAX REPAIR COUPLING $3,939.99 

-·-
PRV REPAIRS $789.69--------- ..... ..:...__--:-----· 
REPLACE LEAKING PRV'S $11,090.22 ; 
HYDRA SHIELD F0R-THE_F_T ____ __ -, '--·$698.o-2:----;--2-oo_9_ DLDl1Si-ENING TOOL ·· 

--------t- -+-----·--- -
12 VOLT TRASH PUMP $843.44 2009: ULTRA SONIC FLOW METER 

----------·-- --· 

Movants 
Exhibit __ q--=----------

---'--+-_.:_$_72_4...:...,49_2.~q 
$123,589.00 

----'--+---- - ---
$? 1~619.00 

$250,5~3 -~~ 
$174,116.00 

1---..:.__~--'-- ---
$250,000.00 

-+---------'----- ··---
$32,000.00 

$1,606,389.00 

--,------1 
$20,000.00 

$25,000.00 ----+---'- . -- ·-
$75,000.00 

$120,000.00 ···----- +-........:...___ --- ··-

--------:--
- ----------+---

·- ·1-------l 
$3,500.00 

: $51000.00 - - - --·------- ---~--....:.....,.~-~ 
PIPE LUBE $22.50 2009 ·LINE LOCATOR $4,000.00 
-~ --------·-
BRASS REPAI~ MIS~~-O_U_PL_IN_G_____ $8,94_S.:_43-+-----t--2~16 ! PL0. LISTENING TOOl 
COPPER SHUT OFF TOOL $198.24 TOTAL 

-------· · ----------
PUMP CONTROL VALVE REPAIR $6,563.46 

--------+--'-..:.__- -+ 
HYDRANT REPAIR RACK $783.36 
t----·· .. . . ·--------- . ----'----t----t--
PUMP & SEAL REPAIR $11,145.03 
- -·----t-'-----'--
KRWA VALVE EXERCIST $250.00 -------+--- - +----+---
CREEK CROSSING CONCRETE $318.00 

----+----!-- --· 

···----------
-- ------1---- ... 

- - -----+--
-·--·-1----+-- ---

$2,900.00 ____ ..,..:.-..:...__~ 
$15,400.00 

. ··- --·---- ----- --------t------- - -·--

·---- ---! ..... -- '--- --------- .. ---- --------il--

·- ·-----, -----·- +------+------ ·- ----------
. .. -------1-----+-·- -- -... ·----------

--------·-. --·-----'-----+----· 
PUMP REPAIR LABOR j $1,310.53 , 
2' 1NCHREPLACEM- EN_T ______ -_-- - _ 1 s2:s-oo ___ 5_,1~:----t--~--- .. ·· -·--------_- · ·-···---------

TOTAL -- - --------- L $_7~~6_0 __ 5_.40-+-1 ___ -+-----+- - --·- ------------- - ---------!--,--- -·-···-·-

··-------i 

--- ----~ 

!GRAND TOTAL $1,821,394.40 
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YEAR CUSTOM ERS GALLONS SOLD AVERAGE USEAGE - --
1993 2312 143,368,000 ! 5168 - -- -- - · 
1994 2385 153,518,820 5364 - ·--
1995 2488 145,857,070 4885 - j 

1996 2561 .L. 139,223,000 4530 --
1997 2625 144,696,000 4593 -· ---
1998 2777 151,069,710 4533 - . - -· -
1999 2916 159,836,000 4568 
··- -·--- --

2000 3128 159,521,000 4250 
·- - . - -

2001 3362 170,828,990 4234 - - - --. ·--
2002 3449 173,726,000 4197 

-
2003 3492 I 170,938,000 4079 

1-- - ---- -
2004 3532 l 170,077,000 4013 -- i 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 ! 4174 
- - ·---- --
2010 3810 _j_ 189,872,000 4153 

-· 
2011 3806 184,920,000 4049 
2012 3785 187,871,000 4136 

I i ·--·--
2013 

I 
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. S.Yin 
Gov-mor 

Cherlu G. SneYely 
Secretary 
Energy and Environment Cabinet 

Dwight Richard~on 
Estill County Water District #1 
76 cedar Grove Road 
Irvine, KY 40336 

Comrnonw$AIIh of Kentucky· 
Public Service Commission 

211 ~Blvd. 
P.O. Box'61S 

Frankfort. Kentucl<y 40602·0615 
Tektphone: (502) 564--3940 

Fu (502) 564-3460 
psc.ky.gov 

September 5, 2017 

Re: Periodic Water Inspection 
Estill County Water District #1 
Estill County, KY 

Dear Dwight Richardson: 

Michael J . Sc:hmltt 
Chairman 

Robert Cicero 
Vice Chairman 

Tallne R. Mathews 
Commlnloner 

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 endosed 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 per~nt. 

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. 

KcntuckyUnbrldledSp!rlt.com An Equal Opportunity Employer M/F/ 0 



Periodic Water Inspection 
Estill County Water District Water System 
Septernber 5, 2017 
Page2 of2 

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 . 

Enclosure(s) 

Copy: Wright, Gr~g Chairperson 
Taylor.·Wallace County Judge/Executive 
Rader, Gerald County Magistrate District 1 
Eldridge, William County Magistrate District 2 
Johnson, Darrell County. Magi$trate District 3 

KentuckyUnbridledSplrlt.com 

Sincerely, 
( .... ( \ . ; .u~J .. 

Erin OOnges 
Utility Regulatory & Safety Investigator 
Public Service Commission 

An Equal Opportunlty Employer M/F/0 



Kentucky. Public Service Gommlssion 

Periodic Compliance Inspection 

Utility: Estill Countv Water DIStrict #1 

UtilitY location: 76 Cedar Groye Road Irvine. KY 40336 

Investigator: Erih OOnges 

Date(s) of inspection: Augu§t 17. 2017 

Date(s)oflastlnspection; Jutv21. 2016 

Deficiencies noted during last inspection': 1 

Have deficiencies ~n corrected since last inspection: Yes 181 NoD N/AO 

If no. Droy!dt a rupontt " to why thm deflclencltl hayt not bun addrtlftd. 

Primary utility representatlve(s) Involved with inspection: 

Name: Dwight Richardson Title:. Ooerations Manager 

Who with tht utility should rec:tlve the lntRtctlon rtport cover I!Sttr from the c:ommi1Jion? 

Name: Dwight Richardsoh Title: , Operations Manager 
Mailing address:76 Cedar Grove Roacl Irvine. KY ~336 

Phone number: (606) 643-5424 
' 

,.. 

E.stiU ·County Wat« District 1#1 Page 1 
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Kentucky PubUc Service Commission 

Periodic Compliance Inspection 

General Questions' 
Treatment Facllity 

Source Water: Utility purchases all water needed for its distribution svstern. 

Pla.ot Ca~clty: t:l[A 

Avg. Amount P-roduced~ N/A 

Distribution Facility· 

Sourw W;~ter: The Ufilitv's distribution svstem Is orovided with water from Irvine Municipal Utilities and 
Jackson County Water Association. The Utility plans to create an emergency connection with the Clty·of 
Beattwille -and Madison County Utility District In the Mure. 

I 
Area of Operation: The Utility provides Estill and lee COunties wjth water. · 

Miles of Water Une: Utilitv stated it has aooroxlmately 400 miles of2~:§· distribution majn. 

'Avg. Amount Purchased: According to the 2015 An·nual Beoort the Utllitv· purcbased an averade of 
725.671 gallons of water per day. 

Water sold a~ wht;~le sale rate: The Utility does not sell water at a whole sale rate. 

Utility lnfol'fnatlon . 

Number of Employees,; l 

Number of Office Employees: a:_ 

Number of Certified Water Treatment Employees: N/A 

Number of Certified Distribution Employees: 1 

Number of Certified M~ter. Testers: N/A. 

Utility Chalrperson/P.resldent Greg Wright 

Metering System: 

Number of Customers: ~ 

Meter Beading: 

EstiU Cou'lty Watfll District #1 Page2 



Kentucky Public. Service Commission 

Periodic Compliance Inspection 

AMR 181 AMID Otfler D Manual D 

TyPe of meter used forcustomer&r. __ S""e...,n...,s""'ys......_ _____________ _ 

Contractor( a): Employed by UtJJtty. C.!. Thornburg t••ts the Utllltl!! mettrJ, 

Review Current Emergehcy Response Plan (ERP): 

Has the utility made any .revisions to the ERP In the past 24 months1 
Ye5[J 

When the'last year construction was perfonned? 2014 
No 181 N/AD 

What did ~ construction project consist of? Water Une Extensions which reolaced old ductile main 
(35.350 ft. 4-8" ovel and built2 new pump stations, 

Section 4: Rtports 

807 KAR 5:006 
(General Rules) 

Has the utility filed Its gross annual operating revenue repof1? 

Yes 181 NoD N/AO 

Does the utility file Quarterly Meter Reports (QMR) indicating meter tested, number of customers, and 
amount of refunds? Yes 181 No 0 · N/A 0 

Section 7: Billings, Meter Readings, and Information 

Does each bill for utility service Issued periodically by a utility cleaJIY show the following? 

The date the bill was i~sued: Yes 181 NoD N/AD 

Class of service: YesO NoD N/A 181 

Present and last prececiing meter readings: Yes 181 NoD NJAD 

Date of the present'readlng: Yes 181 NoD NIAD 

Number of units consumed: Yes 181 NoD N/AO 

Meter constant, if applicable: YesD NoD N/A 181 

EstiR County WatfK Dilltriet #1 
Page3 



Kentucky Publ.ic Service CQmmission 

Net amount for service rendered: Yes 181 NoD N/AD 

All taxes: Yes 181 NoD N/AO 

Adjustment~. If applicable; Yes 181 NoD N/AO 

Ttie gross amount of the bill: Yes~ NoD N/AD 

The date after which a penalty may apply to the gross amount Yes 181 NoD N/AD 

If the bill is estimated or calculated: Yes 181 NoD N/AD 

Is the rate schedule under which the bill is computed posted on the utility's Web site (if It maintains a Web 
site)? Yes 181 No D N/A D 

Also·fumished by one (1J of the following methods, by: 

Printing It on the bill: YesD 

Publishing it In a newspaper of general circulation once each year: 

Mailing it to each customer once each year; or: 

NoD 

NoD 

NoD 

N/A 181 

N/A 181 

N/AO 

Provide a place on each bill for a customer to indicate the customer's desire for a copy of the applicable 
rates: Yes 181 No 0 N/A D 

Does the utility (except if prevented by reasons beyond its control) read customer meters at least 
quarterly? Yes 181 No 0 N/A 0 

Is each customer-read meter read manually, at least once during each calendar year? 
YesO NoD N/A I8J 

Does the utility maintain the information required by this subsection, and is it available, to the commission 
and any customer requesting this information? Yes 181 No 0 N/A D 

If, due to reasons beyond its control, a utility is unable to read a meter'l.n accordance with Ulis subsection, 
does the' utility record the date and time the attempt was made, ~If, applicable, and the reaspn Ule utility 
was unable to read th'e meter? Y.es 181 No D N/A 0 

Section 9: Non-recurring Charges 

Is a charge assessed if a customer requests the meter be tested pursuant to Section 19 of this 
administrative regulatic5ri and the tests show the as-found meter accuracy is within the limits established 
by 807 KAR 5:066, Section 15(2)(a)? Yes 181 No 0 N/A 0 

Section 10: Customer Complaints to the Utility 

Esti. Coooty WetfK District #1 
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Kentucky Public Servi.ce q9.mmisslon 

Periodic Compliance ln$pec(l~n · 

Upon, .complaint to ~ ~lity by a custqmer at the utility's office,. by tel~pt'IOne· or In Wfltlng, does the utility. 
make a. prompt and complete investigatlotr and advise the customer-of the !ltility's findings?. 

Yes~ , Noq N/AO 

Doell ftle utility ·ke~p a record of all wrltten ·complalnts· concemlr,~g•tbef utility'& service?· 
Yes~ NoD' N/AO 

Does the record include the following? 

T.he--customer's n!!me and address! Yes 181. NoD N/AO 

Th,e date and ('latur~.9f tt}e complaint Yes 18], NoD N/AO 

The dls~itk?.n o.fthe ~mplalnt Yes 181 NoD NIAO 

Does the utility maintain t_hese records for lw!> (2) years frOm the d~te qf re~olution of t~e complalnt9 . I 
Ye!i 181. I No 0 NIA 0 

·If ;J written compla1rittg,r a complaint made In person at the u.tilltf~· offi'ee rs not' resof-.:ed, .d'()8$ the utility 
ptdvide written notice to the customer of his or her Hght to file a complaint' with the eommlssion? 

Yes 181 No D N/A 0 

Does the utility provide. the customer with the mailing address, Wee slte·address,. and 'telephone .number 
of the commission? · ~ Yes ~ No 0 · N/A d 
If a telephonic complaint Is not resolved, does the utility provide·qt least oral notice to the customer of his 
or her right to file a complaint with the commission? Yes 181 No D ' N/A 0 

Section 11: Bill Adjustment 

Does the utility monitor a customer's usage at least quarterly? Yes 181. NoD N/AO. 

Are the utility's · p~~.u~s designed to ~raw the utility's attention .t9 un,u, ual deviations in a customer's 
usage? Yes ~ No D N/A 0 

If a customer's usage is unduly high and ~e deviation Is not oit)erWI~~ explained, wil! the utility t~st the 
customer's meter? Yes l8l . No D N/A 0 

If a utility's procedure for monitoring usage. indicates that an ·~twestigatlon of a customer's usage is 
necessary, does the u~lity notify the customer in writing? Yes 181 NoD' N/A 0 

. If knowledge of a seriOus situation requires more expeditious ntltice, does the utility notify the customer 
by the most expedient means available? Yes ~ No 0 NIA 0 

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 aod th'e time frame the meter will 
be secured by the utility or if the customer has filed a formal complaint? 

EstiH Col.flty Watf!lr Dlsltlct #1 
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Kentucky Public Service CommissJon 

Periodic Compliance Inspection 1 

NoD N/AD 

Section 14: Utility Customer Relations 

Does the utility post and maintain regular business hours and proylde representatives· available to assist. 
lts customers and to respond to inqviries from the commission reg~rc;ling customer compll!lints? 

Yes~ NoD N/AD 

Does the utility deslgpate at least one (1) representative to be t~vallable to answer customer questions, 
resolve disputes, and negotiate partial payment plans at the utility's office? 

Yes~ NoD N/AD 

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 seyen (7) hours per day, five (5) 
days. P.,er week excluding legal holidays? Ye~· ~ No D N/A· D 

If the utility has an &!lnual operating revenue of l~ss than $250,()90 make a designated representative 
available during the utility's' established working hours not fewer than seven (7) hours per day, one (1) 
daya per week?· Yes D No D N/A 181 

D'oes the utility provide the following? 

Maintain a telephone~ 

Publish the telephone number in all service areas: 

NoD 

NoD 

Permit all customer$ to contact the utility's designated representa~ve without charge: 
Yes 181 NoD 

N/AD 

N/AD 

N/AO 

Does the utility prominently display in each office open to the public for customer service (and shall post· 
on iJs Web site, if it.maintalns a Web sit(t) a su~mary, prepared,~nd proVided by the commission; of the 
customer's rights· pursuant to this section and Section 16 of this a~m.lnl~trative regplatlon~ 

Yes 181 No 0 N/A 0 

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 ttie facilities stiall not be attributed to the 
new ·customer? Y(ts 181 No D N/A 0 

Sectlorr 17: Meter Testing 

Does the utility maintain meter standards and test facilities, ~ m9re s~ifically established in 807 KAR 
5:066?' Yes D No D N/A 181 

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 5:066, Section 15(2)(a)-(b)1 Yes 181 NoD N/A 0 

EstiR COunty Water District #1 
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Kentucky Public Service Commission 

Periodic' Compliance Inspection 

Does the utility have all or part of Its testing of meters performed 'by -another u«lity or agency? 
Yes 181' I No o· N/A 0 

Does utility br agency doing meter testing, for a utility have hi its employ meter testers certified by the 
commission? Yes o· ' No D. N/A 181 

Dbes the utllity or agency employ apprentices lri training for certiflcatioh as meter testers? 
Yes D NC? 0 N/A 181 

Are all tests performed during this period by an ~pprentice witnessed by a certified meter tester'Z 
Yes D No 0 . N/A 181 

Section 18: MeterT.est.Recorda 

Does the utility maintain a complete record of all meter1ests and adjustments and data sufflclent to allow 
checking of test c8k:ulatlons? Yes 181 i No 0 - N/A 0 

Do the records inclu~e the following? 

Information to identify tn' unit and Its location: Yes 181 NoD NIAO 

Date of tests:· Y$s:181 No :[~)' N/AO 

Reason for the tests:. Yes l8l NoD N/AO 

Readings before and after test: Yes l8l NoD NIAO 

Statement of "as fourid• and "as left" accuracies sufficiently complete to permit checking of calculations 
employed: Y-es 181 No D. N/A 0 

Statement of repairs made, if any: 

Identifying number of the meter. 

Type and capacity of the meter. 

Yes l8l 

Yes® 

Yes 181 

NoD 

NoD 

NoD 

N/AO 

NIAO 

NIAO 

Does the utility maintain a complete record of test$ of each meter continuous for at least two (2) periodic 
test periods and shall in no case be less than two (2) years? Yes 181 No D N/A 0 

Does the utility maintain numerically arranged and property classified records for each meter that It owns. 
uses, and inventories? Yes 181 No 0 N/A 0 

Do these records Include the following? 

Identification number. 

Date of purchase: 

Name of manufacturer: 

Estil Col.llty Water District # 1 

Yes 181 

Yes 181 

Yes l8l 

NoD 

NoD 

NoD 

N/AO 

N/AO 

N/AO 

Page 7 



Serial number. 

Type: 

Kentucky. Public Service Commission 

Periodic Compliance lnspe~tiQn 

Yes 181 

Yes 181 

NoD 

NoD 

NIAO 

N/AO 

.Name and address of each customer on whose premises the met~r has been in se.rvice with date of 
Installation and removal! Yes 181 No 0 N/A 0 

Do these records contain condensed Information concerning aU tests and adjustments Including dates 
and general results of the adjustments? Yes ~ No 0 N/A 0 

Do these records reflect. tHe date of the last test and Indicate the proper date for·the·nextperiodic test? 
Yes 181 No 0 N/A 0 

Section 19: Request Tests 

Qoe.s·the ·utiiity 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) montns? Yes 181 No 0 N/A 0 

I 

Does the utility afford the customer the opportunity to be present at the requested test? 
Yes 181 NoD N/AD 

If ttie tests show the as-found meter accuracy is within the limits allowed by 807 KAR 5:066, Section 
15{2){a), dbes the utility may make a reasonable c'harge for the test? 

Yes 181 NoD NIAO 

Has t,e utility filed a ta~ff (commission approved) establishing a m~t!!f 'est charge? 
Yes 181 No 0 N/AO 

Section 20: Access to Property 

Do employees of the utility. (whose duties ~equire him to enter the custom~r's premises.) wear a 
distinguishing uniform or other insignia, identifying ·them as an employee .of the utility, and ~how a badge 
or other identification that shall 16entify them as an employee of the, utility? 

0 

Yes 181 NoD N/AO 

Sec;tlon 231 System Maps and Recorda 

Does the utility have on file at its principal office located within the· state and shaH 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 181 No 0 N/A 0 

Is the map or maps available in electronic format as a PDF file or as a digital geographic database? 
Yes 181 No 0 N/A 0 

Is following data available on the map or maps? 

Ope~ting districts: 

EstiU Co\rlty Wat« District #1 

Yes 181 NoD N/AD 
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Kent~c~ Public Servrce Commission. 

Periodic Compliance Inspection 

. Rat~ districts . Yes~ NoD N/AO 

9-<>mml!nitj!!s served: Ye~® NoD N/AO 

Locatio'n and size of distribution lines, and serVIce conn~Ohs~· 

ve~ 181 NoD' NIA0 

SeCtion 24: L~on of Records 

Ar.e all reco~s reqvired by 8C57 ~ Chapter 5 k~pt i'l the office pf· !fl~ u~li!Y ~nd sh@IJ ~ mad~ avail~ble 
to representatives, agents; or staff of the commlssjon uppn rea$0n~;~'~t~ notice at·ail rea$OI1llble hour$?· 

YAs r8i N·o D' N/A [1. 

Section 25! Safety Program 

Has the utility·adopted.and ex~uted ~safety. program, ~ppropriate.tQ .Jhe.s1ze and type·of.its operaticms7, 
·. ves 181 No D N/~ ·o 

At a minimum; does ~ safety program include·the follOwing.? 

A ,safety manuar with written guidelines for safe wor1<ing praCtices and prOcedures to be followed by utilitY 
employees~ . Ye.s 181 No 0. N/A 0 

Instruct employees In safe methods of pertonning their worit:. For electtic utilities, this Is to 'include the 
stan~ards es~li~hed in ao7 KAR 5:041, Section ·3: Y~ 181 No D N/A o· 
lns,-uct emplpyees 'wt'9. in 'the course of :ltleir· work,~ .are su_bj~~t to ttie· naze.rd .. of eleytric81 shock, 
asphyxiation, or dr.oym'ing, In acceptt!O methods .. o.f artificia!'resplratiQn: 

Yes [81 No.D NIAO 

Section 28: lnspect!P.n of Systems 

Has the utilitY. ad9pt~ inspection procedures to assure. s~fe· .and ·adequate OP.er8'tion of the utility:s 
•. facilities and compliance with KRS Chapter 278 and 807 KAR·Chapter 51 

Yes [81 NoD, N/AO 

.Have these-inspection procedures been filed with the commission· for review? 

Yes [81 NoD N/AO 

Upon receipt of~ report of a potentially ~azardous cc~mdition at a utility faciUty,. does the utility Inspect all 
porticms of the system that are the subject of the repqrt? Yes 181. · No 0 N/A D 

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 t~:~ken to correct·the deficiencies? 

Yes ~ NoD NJA D 

EsliU County Water District #1 
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Ke~tl:Jcky Public Service Commission 

Periodic Compliance ln~pec~ion 

Water utility Inspections. Each water utility shall make svstematic insoectiOns of Its svstem as estabUshed. 
in paragraohs Cal through Ccl of 807 KAR 5:006 Section 26(6) to insure tbat the commission's safety 
regylrements are being mel These jnsoections shall be made as ofteg as necessarv but not less. 
f!'eauently than as established In paragraphs-Cal through Ccl of ·807 KAR:5:006 Section C6l for various· 
classes of !acUities ·and WOes· of InspectiOn. . 

Ttie utility shalran'Ouaiiy·inspect-al~ structures pertaining to source-of supply for- their safety and physical 
and structural Integ~.·· -

Does the utilitY inspect the. structures listed below? 

Dams 

Intakes 

Traveling screen 

Does the utility semiannually Inspect the structures listed below? 

Wells 

Well motprs and .structures 

Electric power wiring· and controls· 

YesD 

YesD 

Ye.ll D 

Yes·D 

"~'D 
Yes 181 

NoD 

NoD 

NoD 

NoD 

No,D 

NoD 

N/A 181 

N/A 181 

N/A 181 

N/A 181 

N/A 181 

N/AO 

The' utility shall annually inspect all structures pertaining to purification for their safety, physical and 
structural integrity, and f6r leaks. 

Does the utility annually inspect the structures listed below? 

Sedimentation basins 

Filters 

Clear Wells 

Chemical feed equipment 

Pumping ·equipment, 

Water storage facilities 

Hydrants 

Mains 

Meters 

Meter settings 

Estill County Water Dlatric:t #1 

YesO 

YesD 

Yes·D ' 

YesO 

Yes:181 

Yes 181 

Yes 181 

Yes~ 

Yes.181 

Yes 181 

NoD 

NoDi 

NoD 

NoiJ. 

NoD 

NoD 

NoD 

No[] 

NoD 

NoD 

N/A 181 

N/A 181 

N/A I8J 

N/A 181 

NJAD 

NIAO 

NIAO 

N/AO 

N/AO 

N/AO 

Page 10 
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Kentucky Public Service Commission 

Periodic Compliance lnsp1tctlon 

ValVeS· Yes~ NoD · N/AO 

Does the utilitY monthly Inspect the equipment listed below for· defects, wear, operational hazards, 
lubrication, and safety fe~tures? 

Construction equipment 

Vehicles 

Yes 18) 

Yes~ 

Section 27: Reporting of Accidents, Property Damage, or Lose of Service 

NoD 

NoD 

N/AO 

NlAO 

Within two (2) hours following discovery does the utility notify the Commission by telephone or electronic 
mall of a utility relat¢ accident that results in the following: 

Death or shock or bum requiring medical treatment at a hospital or similar medical facility, or any. accident 
requiring inpatient overnight hospitalization: Y~ 0 No D N/A ~ 

Actual or potential property damag~ of $25,000 or more: YesO NoD N/A~ 

Los~ 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. 0 No 0 N/A 181 

'Are summary written ·reports submitted by the utility to the commission within seven (7) calendar days of 
the utility related' accident? Yes[] NoD N/A 181 

Section 28: Deviations from Administrative Regulitlon: 

Has the utility been permitted by the commission to deviate from these administrative regulations? 
Yes D No ~ N/A 0 

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 insp~tlon? Yes ~ No 0 N/A 0 

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 jgJ No 0 N/A 0 

Section 13: Special Contracts 

Does the utility have any special contracts that establish rates, charges, or conditions of service not 
contained in its tariff? Yes 0 No ~ N/A 0 

If yes has th~ utility filed, the special contracts with the PSC? 

Estill C<M.rlt)' Wat.fJI Distrk:t #1 
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Kentucky Public Service Commission 

Periodic Compliance Inspection 

807 KAR 5:06~ 
(Water) 

Section 2: Information Available to Customers: 

YesO· 

Does the utility providing the information listed below to any customer ~pon request? 

N/A 181 

A description In writing of chemical co.nstitutes and bacteriological standards of the treated water as 
required by the Division of, Water Y~s 181. No 0 . N/A 0 

Schedule of rates for water service 

M&thod of reading meters 

Pa$t'readings of a custome.r's meter for a period of two (2) years 

Section 3: Quality. of Water 

Is the utility in compliance with the Division of Water? 

Yes 181 

Yes·181 

Yes 181 

Yes 181 

NoD 

NoD 

N/AO 

NIAO 

N/AO 

N/AO 

Wheh the utility is required by the Division of Water to make a public notification is the utility providing the 
CQmtnisslon with a copy of the. notificatlon when it is m~de? 

Yes 181 NoD 

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 181. No 0 N/A 0 

If the utility schedules an Interruption of service are all customers notified that are affect~ by the 
interruption? Yes 181 No D N/A 0 

Does the utility have standby pumps capable of providing the maximum dally pumping d~mand? 
Yes 181 No D N/A 0 

Does the utility's minimum storage capacity equal the average daily consumption? 
Yes 181 NoD N/AO 

Does the utility keep a record of all Interruption? Yes 181 NoD N/AO 

Estill County Water Dlstr1d #1 
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Kentucky Public Service Commission 

Periodic Compliance Inspection 

Does the record CO!Jta'in ltle information listed. below? 
I . 

Cause of interruption Yes t81· NoD N/AO 

Date Yes 1:81 NoD N/AO 

nm~ Yes t8l NoD NIAD 

Duration Yes 181 NoD N/AD 

Remedy and steps ta'ken ta prevent recurrence Yes 18], NoD N/AD 

Section 5: PrHsura 

Does the customer's service pipe under normal conditions fall below thirty {30) pslg or static pressure 
exceed 150 pslg? Yes 0 No t8l N/A 0 

Does the utility have cin:e ( 1} or more recording pressure gauges lp m,ake pressure sUI)Ieys? 
Yes' t81 NoD N/AO 

Is the utility malntaihirig one (1) or more of these recording pres.s\Jre gauges at some representative point 
on the utility's mains at a minimum of one (1) week per month· in ·continuous service? 

Yes t8l No 0 N/A D 

Is the utility, at least once· annually, making a survey of pressures in its distribution sys1em? 
Y~s t8l No 0 N/AD 

SKtlon 6: Water Supply Measurement 

Has the utility installed a measuring device at each source of supplY,? 
Yes t8l NoD NIAD 

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 t8l No 0 N/A 0 

Section 8: Distribution Mains 

Are dead ends provided with a hydrant, flushing hydran~ or blowoff for flushing purpose? 
ve, t8l NoD N/AD 

SKtlon 9: Service Linn 

Does the utility inspect the customer's service line? YesO No t8l NIAO 
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Kentucky Public Service Commission 

Periodic Compliance Inspection 1 

Does the utility substitute its inspection for the proof of an Inspection done by the appropriate state or 
local plumbing Inspector? 

Section 13: Measurement of Service 

Does the utility meter all water sold? 

Does the utility have any flat water rates? 

Yes 183 

Yes 183 

YesO 

NoD 

NoD 

No 1:83 

Has the utility adopted a standard method of Installing meters and seryice lines? 
Yes 183 NoD; 

Section 15: Accuracy requirement of Water Meters . ' 

N/AD 

N/AD 

N/AO 

N/AD 

A¥e all new meters, and any meter removed from service for a11y cause tested for accuracy prior to being 
placed into service? · 

Yes 1:83 NoD N/AO 

Does the meters tested register within the accuracy limits specified in 807 KAR 5:066, Section 15 (2)(a)? 
Yes 183 No 0 N/A D 

Section 16: Perlodlc"Tests 

Is the utility testing .aU 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 D NoD N/A 183 

Section 17: Water Shortage Response Plan 

Has the utility submitted a copy of its Water Stlortage Response Plan wit~ the Commission? 
Yes 183 No 0 N/AD 

Section 18: Deviations from Acfmlnlstrative Regulation: 

Has the utility been permitted by the commission to deviate from these administrative regulations? 
YesD No 183 N/A D 

If yes, provide a list of the deviations (Case Number). 

807 KAR 5:095 
(Fire Protection Service for Water Utllltln) 

Stctlon 9 

Does the utility allow· a utility to withdraw water fr:om its distribution system for fire protection and training 
purposes at no charge? Yes 183 No 0 N/A 0 

Does the utility require a fire department to submit quarterly reports demonstrating its water usage? 
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Kentucky Publi~ S•rvlce C«;JJyamlssion. 

Periodic Compliance Inspection 

Np0' N/AO 

Does the utility's tariff state the penalty to ~ asses~d fQr fal~u~ \9.-~ubmlt watttr ~~ge reports? 
·yes'181 1 No o: N/A D. 

.. 
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Kentucky Public Service Commission 

Periodic Compliance Inspection 

Review of Facilities: 

1. 
Tank: Iron Mound Wirt~r Storage Tank 
Capacity: 200,000-
Condltlon: No Vlsuallssuu 

2. 
Tank: Winston Water Storage Tank 
Capacity: 200,000 
Condition: No Vlsuallsaues 

3. 
Pump Station: Dry, Branch Pump Station 
Condition: No Vlsuai Issues New In 2014, 

4. 
Pump Station: New River Pump Station 
Condition: Vlaual Slg"'s of Rust 
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Kentucky Pubilc Service· c·ommi~sion 
Periodic C~mpliarfce lnspec~lon 

D8flctency ., 
1. Utllttv Is fa!llna to operate itt fac!lltl• so·u to provide tdfCIUatt and safe sirv!ct to Its 

customerJ as reaulrect by 807 KAB 5 ;06§. Sectlon·Z. due td water loll exciedlna 15 ' 
M~~ I 

Additional .lnsMctor Comments· 

C.!.' Thornburg tests all of Estill CountyWater O!ltdcfs met!rJ• 

Drv Branch and Knob Uck Pump Stations were replaced In 2014; 

Submlttlna fire dept, charge to be added to tt\e!r tariff •. 

Comment During this periodic regulatory compliance. Inspection, It ~~n;~s not possible to reviewldi5cuss 
evety record relating to all Commission req~Jrements. Therefore, In sOme Instances the ·results e9ntalned 
In this report are indlcatiile of those items Inspected and reviewed on a sample basis. 

\ 

Report by: 

r ( \ '·J.J.J <--ic)_ . 
Erin Donges 

Utility Regulatory & Safety Investigator 

Kentucky Public Service Commission 

Estill Col.llty Water Dls1rict #1 

Date: .September 5~ 2017· 
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. 
KentuckY,· Public Service CQrnmission 

Periodic Compliance Inspection 

. I 
Attachment(s): A) Water Storage Tanks, Pump Stations, Master Meters, Water Loss .. . 

B.) Pfctu~s 

.. 
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Attachment A





ESTILL COUNTY WATER DISTRICT #1
WATER STORAGE TANKS

WISEMANTOWN
IRON MOUND

WINSTON
SANDHILL
PALMER

851
BARNES MOUNTAIN

COBB HILL

KNOB LICK
CHESTNUT STAND

PUMP STATIONS

NEW RIVER

DRY BRANtH
KNOB LICK

CHESTNUT STAND
CEDAR GROVE

PM RIDGE
SOUTH IRWNE

851
COBB HiLL

IVORY HILL

IIOF

PUMP/GPM LAST INSP
2/750 2017
21250 2017
2/70 2017
2/70 2017
2/iso 2017
2/200 2017
2/200 2017
2/75 2017

2/150 2017

Z/80 2017

5/2017 6”

512017 2”

2”

WATER LOSS

PERCENT
PL 2 2014 2013 2012

I 35.42 I 35 I 36.5 I 32 1 23.6 ]

CAPACITY INTINSP EJCTINSP

250,000 2008 2017
200,000 1984 2017
200,000 2008 2017
112,000 2008 2017
113,000 2012 2017
108,000 1998 2017
116,000 1998 2017
116,000 2008 2017
116,000 2000 2017

360 2017

MATFR MFTFR

IRVINE BRIDGE (CflYOF IRVINE)

DRY BRANCH (CITY OF IRVINE)

CHESTNUT STAND (CITY OF IRWNE)

JACKSON COUNTY (TEST THEIR OWN)

LAST TESTED SIZE
5/2017 6”
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 *Denotes Served by Email                                         Service List for Case 2017-00176

*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
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