
United States Department of Agriculture 
Rural Development 
Kentucky State Office 

February 6,2013 

Jeff Derouen 
Executive Director 
Public Service Commission 
21 1 Sower Blvd 
P O Box 615 
Frankfort, ICY 40602-06 15 

Attn: Jonathan Reyer RE: FOIA AS-13-05 

Enclosed are copies of documents from the Southern Water and Sewer District file. At total of 32 
pages were found to be responsive to your request. 

If you have further questions contact this office at 859/224-7324. 

Sincerely, , 

'MIC~ELE WITT 
Freedom of Information Coordinator 

Enclosures 

cc: Vernon Brown, Community Programs Director 
USDA Rural Development 

771 Corporate Drive * Suite 200 * Lexington, KY 40503 
Phone: (859) 224-7300 - Fax: (859) 224-7425 - TDD: (859) 224-7422 * Web: http://www rurdev usda gov/ky 

Committed to the future of rural communities 

"USDA is an equal opportunity provider, employer and lender " 
To file a complaint of discrimination write USDA. Director, Office of Civil Rights, 

1400 Independence Avenue, SW, Washington, DC 20250-941 0 
or call (800) 795-3272 (voice) or (202) 720-6382 (TDD). 

http://www


United States 
Department of 
Agriculture 

Rural 
Development 

1 Corporate Drive, Suite 200 
...zxington, KY 40503-5477 
(859) 224-7336 TTY(859) 224-7422 

May 31,2001 

Mr. Hubert Halbert, Chairman 
Southern Water and Sewer District 
P.O. Box 610 
McDowell, Kentucky 4 1 647 

Dear Mr. Halbert: 

This letter establishes conditions which must be understood and agreed to by you before further 
consideration may be given to the application. The loan and/or grant will be administered on 
behalf of tlie Rural TJtilities Service (RUS) by the State aid Area office staff of TJSDA, Rural 
Development. Any changes in project cost, source of hnds, scope of services or m y  other 
significant changes in the project or applicant must be reported to and approved by USDA, Rural 
Development, by written amendment to this letter. Any changes not approved by Rural 
Development shall be cause for discontinuing processing of the application. It should also be 
understood that Rural Development is under no obligation to provide additional fLinds to meet an 
overrun in construction costs. 

This letter is not to be considered as loan and/or grant approval or as a representation as to the 
availability of finds. The docket niay be completed on the basis of a RUS loan not to exceed 
$2,5 1 5,000, a RUS grant not to exceed $450,000, an Appalachian Regional Commission (ARC) 
grant of $433,9@, a Kentucky State Surplus Grant of $300,000, and a Floyd County Fiscal Court 
contribution in the amount of $2,474,000. 

If Rural Development makes the loan, you may make a written request that the interest rate be 
the lower of the rate in effect at the time of loan approval or the time of loan closing. If you do 
not request the lower of the two interest rates, the interest rate charged will be the rate in effect at 
the time of loan approval. The loan will be considered approved on the date a signed copy of 
Form RD 1940- 1 , "Request for Obligation of Funds," is mailed to you. If you want the lower of 
the two rates, your written request should be submitted to Rural Development as soon as 
practical. In order to avoid possible delays in loan closing, such a request should ordinarily be 
submitted at least 30 days before loan closing. 

Please complete and return the attached Form RD 1942-46, "Letter of Intent to Meet 
Conditions," if you desire that further consideration be given to your application. 

The "Letter of Intent to Meet Conditions" must be executed within three weeks from the date of 
this letter or it becomes invalid unless a time extension is granted by Rural Development. 

If the conditions set forth in this letter are not met within 240 days from the date hereof, Rural 
Development reserves the right to discontinue the processing of tlie application. 

USDA Rural Development is an Equal Opportunity Lender, Provider, and Employer. 
Complaints of discrimination should be sent to: 
USLIA, Director, Office of Civil Rights, Washington, I). C. 20250-9470 
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Ia signing Form RD 1942-46, "Letter of Intent to Meet Conditions," you are agreeing to 
complete tlie following as expeditiously as possible: 

1. 

1 a. 

1 b. 

2. 

3. 

Number of Users and Their Contribution: 

There shall be 5,724 water users, of which 5,148 are existing users and 576 are new users. 
The Rural Developnient Manager will review and authenticate the riumber of users prior 
to ___ advertising for construction bids. .__. No contribution is required from tlie Water District. 

Grant Agreement: 

Attached is a copy of RUS Bulletin 1780-12, "Water and Waste System Grant 
Agreement," for your review. You will be required to execute a completed form at the 
time of grant closing. 

Drug-Free Work Place: 

Prior to grant approval, the Water District will be required to execute Form AD- 1 049, 
"Certification Regarding Drug-Free Workplace Requirements (Grants) Alternative I - For 
Grantees Other Than Individuals." 

R.epayment Period: 

The loan will be scheduled for repayment over a period not to exceed 40 years from the 
date of the bond. Principal payment will not be deferred for a period in excess of two (2) 
years from the date of the bond. Payments will be in accordance with applicable KRS, 
which requires interest to be paid semi-annually (January 1 st and July 1 st) and principal 
will be due on or before the first af January. Rural Development rnay require the Water 
District to adopt a supplemental payment agreement providing for monthly payments of 
principal and interest so long as the bond is held or insured by RUS. Monthly payments 
will be approximate amortized installments. 

Rural Development encourages the use of the Preauthorized Debit (PAD) payment 
process, which authorizes the eIectronic withdrawal of funds from your bank account on 
the exact installment payment due date (contact the Rural Developxnerit Manager for 
further information). 

Funded Depreciation Reserve Account: 

The Water District will be required to deposit $1 , 165.00 per month into a "Funded 
Depreciation Reserve Account" until the account reaches $139,800. The deposits are to 
be resumed any time the account falls below the $139,800. 

The required monthly deposits to the Reserve Account and required Reserve Account 
levels are in addition to the requirements of the Water District's prior bond resolutions. 

The monthly deposits to the Reserve Account are required to cominence with the first 
month of the first fbll fiscal year after the facility becomes operational. 



4. 

5. 

6. 

7. 

8. 

9. 

Southern Water and Sew District 

designated by OMB Circular A- 13 3. 
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Security Req uirernent s : 

A pledge of gross water revenue will be provided in the Bond Resolution. 

Land Rights and Real Property: 

The Water District will be required to ftirnish satisfactory title, easements, etc., necessary 
to install, maintain and operate the facility to serve the intended users. The pipelines will 
be on private rights-of-way where feasible. Easements and options are to be secured prior 
to advertising for construction bids. 

Organization: 

The Water District will be legally organized under applicable KRS which will permit 
them to perform this service, borrow and repay money. 

Business Operations: 

The Water District will be required to operate the system under a well-established set of 
resolutions, rules and regulations. A budget must be established annually arid adopted by 
the Water District after review by Rural Development. At no later than loan pre-closing, 
the Water District will be required to furnish a prior approved management plan to 
include, as a minimum, provisions for management, maintenance, meter reading, 
miscellaneous services, billing, collecting, bookkeeping, malting and delivering required 
reports and audits. 

Accounts, Records and Audits: 

The Water District will be required to maintain adequate records and accounts and submit 
statistical and financial reports, quarterly and annually, in accordance with subsection 
1780.47 of RTJS Instruction 1780 and RUS Staff Instruction 1780-4, a copy of which is 
enclosed. The enclosed audit booklet will be used as a guide for preparation of audits. 
The Water District will be required to establish and maintain separate accounts for each 
system. Arlnual audits, budgets, and reports will be submitted to Rural Development 
showing separate accounts. - The Water District shall be required to submit a copy of its 
audit agreement for review and approval prior to pre-closing the loan. The Water District 
shall obtain the assistance of its accountant to establish the Water District’s accounting 
system. Rural Development approval of the accounting system is required. 

Accomplish Audits for Years in Which Federal Financial Assistance is Received: 

The Water District will accomplish audits in accordance with OMB Circular A-133, 
during the years in which federal funds are received. The Water District will provide 
copies of tlie audits to the Area Office and the appropriate Federal cognizant agency as 
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10. Insurance and Bonding: 

The following insurance and bonding will be required: 

A. Adequate Liability and Property Damage Insurance including vehicular coverage, 
if applicable, must be obtained and maintained by the Water District. The Water 
District should obtain amounts of coverage as recoininended by its attorney, 
consulting engineer and/or insurance provider. 

R. Worker's Compensation - Tlie Water District will c m y  worker's compensation 
insurance for employees in accordance with applicable state laws. 

C. Fidelity Bond - Tlie Water District will provide Fidelity Bond Coverage for all 
persons who have access to funds. Coverage may be provided either for all 
individual positions or persons, or through "blanket" coverage providing 
protection for all appropriate employees and/or officials. The amount of coverage 
required for all RUS loans is $140,000. 

D. Real Property Insurance - The Water District will obtain and maintain adequate 
fire and extended coverage on all structures including major items of equipment 
or machinery located in the structures. The arnounts of coverage should be based 
on recommendations obtained by the Water District from its attorney, coiisultiiig 
engineer and/or insurance provider. Subsurface lift stations do not have to be 
covered except for the value of electrical and pumping equipment therein. 

E. Flood Insurance - Tlie Water District will obtain and maintain adequate coverage 
on any facilities located in a special flood and mudslide prone areas. 

1 1. Planning and Performing Development: - -  

A. The engineer should not be authorized to commence work on final plans and 
specifications until a determination has been made that the project can be 
planned and constructed within the estimated cost shown in paragraph "2 1 'I of 
this letter. The engineer may then proceed to develop final plans and 
specifications to be completed no later than 21 0 days from this date, and prepare 
bid docunients. The Rural Development Manager is prepared to furnish tlie 
necessary guide for him to follow so as to keep the project plans and documents 
within our guidelines and requirements. The project should not be advertised for 
construction bids until all easements and enforceable options have been obtainz, I_ 

and total funds are committed or available for the project. 

B. The following documents will be submitted to Rural Development for review a id  
must be concurred in by Rural Development prior to advertisement for 
construction bids: 

1. 
2. 

3. Legal Service Agreements. 
4. Engineering Agreerneiits. 

Final plans, specifications and bid documents. 
Applicant's letter on efforts to encourage small business and minority- 
owned business participation. 
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12. 

13. 

14. 

1s. 

16. 

Revision in these documents will be subject to Rural Development concuirreiice. 
Any agreements, contracts, etc. not reviewed and approved by Rural Development 
will not be eligible for payment from project funds or revenues from facilities 
financed by this Agency. 

Prior to receipt of an authorization to advertise for coristrirction bids, tlie Water 
District will obtain advance clearance from Bond Counsel regarding compliance 
with KRS 424 pertaining to publishing of the advertisement for construction bids 
in local newspapers and tlie period of time the notice is required to be published. 

Compliance with Section 504 of the Rehabilitation Act of 1973 : 

The Water District will be required to comply with Section 504 of the Rehabilitation Act 
of 1973, as amended (29 U.S.C. 794), in order to make sure no handicapped individual, 
solely by reason of their handicap, is excluded from participation in tlie use of the water 
system, be denied the benefits of the water system, or be subjected to discrimination. 

Closing. Instructions: 

The Office of General Counsel, our Regional Attorney, will be required to write closing 
instructions in connection with this loan. Coiiditions listed therein must be met by the 
Water District. 

Compliance with Special Laws and Regulations: 

The Water District will be required to conform with any and all state and local laws and 
regulations affecting this type project. 

Treatment Plant/System Operator: 

The Water District is reminded that the treatment plant and/or system operator must have 
ai Operator's Certificate issued by the State. 

Prior to Pre-Closing the Loan, the Water District will be R.equired to Adopt: 

A. Form RUS Bulletin 1780-27, "Loan Resolution (Public Boclies)." 

B. Form RD 400-1, "Equal Opportunity Agreement." 

C. Form Rn 400-4, "Assurance Agreement." 

D. Form AD-1047, "Certification Regarding Debarment, Suspension, and Other 
Responsibility Matters - Priinary Covered Transaction." 

E. Form RD 19 10- 1 1, "Applicant Certification Federal Collection Policies for 
Consumer or Commercial Debts." 

F. FmHA Instruction 1940-Q, Exhibit A-1, "Certification for Contracts, Grants aiid 
Loans. I' 
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17. 

18. 

19. 

The Water District must offer the opportunity for all residents in the service area to 
become users of the facilities regardless of race, creed, color, religion, sex, national 
origin, marital status, physical or mental handicap or level of income. 

Refinancing and Graduation R.equirements: 

The Water District is reininded that if at any time it shall appear to the Government that 
the Water District is able to refinance the amount of the RUS indebtedness then 
outstanding, in whole or in part, by obtaining a loan from commercial sources at 
reasonable rates and terms, upon the request of the Government, the Water District will 
apply for and accept such loan in sufficient amount to repay the Government. 

Commercial Interim Financing: 

The Water District will be required to use commercial interim financing for the pro,jeci 
during construction for the RUS loan portion of the financing, if available at reasoilable 
rates Land terms. 

Before the loan is closed, the Water District will be required to provide Rural 
Development with statements from the contractor, engineer and attorneys that they have 
been paid to date in accordance with their contract or other agreements and, in the case of 
the contractor, that he lias paid his suppliers and sub-contractors. 

Disbursement of Prqject Funds: 

A construction account for the purpose of disbursement of project funds (RUS) will be 
established by the Water District prior to start of construction. The position of officials 
entrusted with the receipt and disbursement of RT-TS project funds will be covered by a 
"Fidelity Bond," with TJSDA-Rural Development as Co-Obligee, in the amount of 
construction funds on hand at any one time during the construction phase. 

During construction, the Water District shall disburse project fluids in a manner 
consistent with subsection 1780.76 (e) of RTJS Iiistruction 1780. Form RD 1924-18, 
"Partial Payment Estimate," or similar form approved by Rural Development, sliall be 
used for the purpose of documenting periodic construction estimates, and shall be 
submitted to Rural Development for review and acceptance. Prior to disbursement of 
hiids by the Water District, the Board of Directors shall review and approve ____. each 
payment estimate. All bills and vouchers must be approved by Rural Development prior 
to payment by the Water District. 

Form Rn 440-1 1 , "Estimate of Funds Needed for 30-Day Period Commencing 
will be prepared by the Water District and submitted to Rural Development in order that a 
periodic advance of federal cash iiiay be requested. 

I I  
Y 

Monthly audits of the Water District's construction account records shall be made by 
Rural Development. 
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20. - Disbursement of Grant Funds: 

The RTJS fiinds will be advanced as they are needed in the amount(s) necessary to cover 
the RUS proportionate share of obligations due and payable by the Water District. 
Interest earned on grant funds in excess of $100 (as applicable) per year will be submitted 
to RUS at least quarterly, as required in 7CFR part 3016 (as applicable). 

21. Cost of Facility: 

Breakdown of Costs: 

Development $ 2,942,500 
Land and Rights 25,000 
Legal and Administrative 32,200 
Engineering 391,000 
Interest 92,500 
Contingencies 303,700 
Refiiiancing 2,386,000 

TOTAL $ 6,172,900 

Financing: 

RUS Loan $ 2,515,000 /” 
RUS Grant 450,000 

/ ARC Grant 433,948 
State of Kentucky Surplus Grant 300,000 
Floyd County Fiscal Court 2,474,000 

TOTAL $ 6,172,9?% 

22. - Debt Collection Improvement Act (DCIA) of 1996: 

The Debt Collection Improvement Act (DCIA) of 1996 requires that all federal payments 
after January 1, 1999, must be made by Electronic Funds Transfer/Au%mated Clearing 
House (EFT/ACH). Borrowers receiving payments by EFT will have fimds directly 
deposited to a specified account at a financial institution with funds being available to the 
recipient on the date of payment. The borrower should complete Form SF-388 1, 
“Electronic Funds Transfer Payment Eimllment Form,” for each accoiint where fiinds 
will be electronically received. The completed form(s) must be received by Rural 
Development at least thirty (30) days prior to the first advance of funds. 

23. Use of Remaining Project Funds: 

After providing for all authorized costs, any remaining project funds will be coiisidered to 
be R‘CJS/ARC/State Surplus/Floyd County Fiscal Court grant f h d s  and refiinded in 
proportion to participation in the project. If the amount of unused grant funds exceeds the 
grants, that part would be RUS loan funds. 



Southern Water and Sewe' %strict Page 8 

24. 

2.5. 

26. 

27. 

28. 

Rates and Charges: 

Rates and charges for facilities and services rendered by the Water District must be at 
least adequate to meet cost of maintaining, repairing and operating the water system and 
meeting required principal and interest payments and the required deposits to debt service 
and/or depreciation reserve. 

Water rates will be at least: 

First 2,000 gallons @ $ 14.80 - Minimum Rill. 
All Over 2,000 gallons @ $ 4.30 - per 1,000 gallons. 

Water Purchase Contract: 

The Water District will submit a Water Purchase Contract for approval by Rural 
Developnient before advertising for construction bids. If tlie contract is not on Form RD 
442-30, "Water Purchase Contract," tlie contract will require approval by our Regional 
Attorney. The contract must meet the requirements of subsection 1780.62 of RTJS 
Instruction 1780. 

Cormitment of Floyd County Fiscal Court, State Surplus and ARC Grants: 

This Letter of Conditions is issued contingent upon a firm commitment being in effect 
prior to advertising for construction bids for the Floyd County Fiscal Court contribution 
of $2,474,000, for the State Surplus Grant in the amount of $300,000, and for the ARC 
Grant in the aniount of $433,900. 

Floodplain Construction: 

The Water District will be required to pass and adopt a Resolution or amend its By-Laws 
whereby the Water District will deny any water service to any future customer wishing to 
build on or develop property located within a designated floodplain. If a customer or 
developer requests service for constructioii in a designated floodplain, the customer or 
developer must provide evidence and a justification for approval by the Water District 
and Rural Development officials that there are no other alternatives to construction or 
developnient within the designated floodplain. The cornmunity must be a participant in 
the National Flood Insurance Program (NFIP) and the customer or developer must obtain 
the required permits prior to the tap on restrictions being waived. 

Water Withdrawal Permit: 

Tlie Water District will be required to obtain satisfactory evidence that a revised water 
withdrawal permit has been secured from the Division of Water. The permit must be 
obtained prior to tlie coinmencement of construction on the water project. 
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29. Management Agreement: 

The Agreement for Management Services between the Water District and the 
Management Company must comply with RIJS Bulletin 1780-8. The Water District's 
Board of Directors is ultimately responsible for operating, maintaining and iiianaging the 
facility even though the facility is managed by a third party under contract or 
management agreement. Our office of General Counsel (OGC) will need to review the 
contract for legal sufficiency prior to authorization to advertise for construction bids. 

30. Mitigation Measures: 

A. The Water District shall be required to comply with the requirements of tlie 
Kentucky State Clearinghouse as detailed by letter to Ms. Holly Nicholas of PDR 
Engineers, Inc., dated January 10,2001, and signed by Mr. Ronald W. Cook. 

B. Tlie Water District shall be required to comply with the requirements, if any, of 
tlie U.S. Fish and Wildlife Service as requested by letter dated October 23,2000, 
and signed by Lee A. Barclay, Ph.D., Field Supervisor. 

C. The Water District will comply with all applicable executive orders and 
regulations that are applicable to the preservation of prime farmlarids and 
wetlands. 

3 1.  Final Approval Conditions: 

Final approval of this loan will depend on your willingness, with the assistance of all 
your co-workers, to meet the conditions of this letter in an orderly and systematic manner. 
Then too, final approval will depend on funds being available. 

If you desire to proceed with your application, the Rural Development Manager will allot a 
reasonable portion of time to provide guidance in application processing. 

Sincerely, 

KENNETH SLONE 
State Director 
Rural Development 

Enclosures 

cc: Rural Development Manager - Morehead, Kentucky 
Community Development Manager - Prestonsburg, Kentucky 
Big Sandy ADD - Prestonsburg, Kentucky 
Stacy Marshall - Prestonsburg, Kentucky 
Rubin and Hays - Louisville, Kentucky 
PDR Engineers, Inc. - Lexington, Kentucky 
PSC - ATTN: Bob Amato - Frankfort, Kentucky 
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rAUL HUNT THOMPSON 31 9 
JUDGEIEXECUTNE of PLOYD C O W  

C O M M O ~  of KENTUCKN 

Floyd County Fiscal Cow 
119 sauh C e n d  AVCDUO - Suite 9 
Rcuonsburg, Korrucky 41 653 

February 7,2002 

Mr. Robert A. Meyer 
Project Manager 
U.S. FILTER OPERATING SIERVICES, WC. 
P.O. Box 610 
McDowell, Kentucky 41 647 

Re: Funding for Water Line Consrnurtion Projects 

Dear Bab: 

This correspondence will confixm &at the Floyd County Fiscal Coun currently has the 
sum of Two Million Dollars ($2,000,000.00) available for use in the Southern Water & 
Sewer District of Floyd Counq, Kentucky. These funds are earmarked for construction 
projects the District and were generated through a bond issue approved by the 
Department for Local Government. 

Should you need any additional iaformation regarding this matter, please do not hesitate 
TO contact me. 

Sincerely, 
P-. 

Paul H. Thompson, 
Floyd County JudgeExecutive 



Fz~JI :iunt Thompson 
FioyC: County Juage-bXX:Jtlve 
F ~ O Y G  County Courthouse 
149 South Central A v e ~ i e  
FrEStGRSblJrg,  KY 41653 

i?E Fioyd County Bond Issue 

Judge Thcmpson 

S incereiv 

/ 
Enclosures --I' 

Cc tiuber: Halberr Chairman S o u t h e r  ''/Later 8 Sewer Disrnc; 
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DATED SEPTEMBER 24,2004 

Dated: With Delivery Due: June 30 as showrn below 

i iterest on the Notes i s  payable on June 30, 2005. ?%e Nores will rnanxe as to principal on Jcne 30, 2005 ~lu 

shown bciow The N G ~ E S  are bring isgi.4 as 5mk-enn-y only and will be available for purchase in principal aiiounis 
of %25,000 and multipies of S5,OOO hereof. 

Mmturixg Prirlcipal Iazesest Price to 
C U S D  -- Pate Y iedd -&me 30 Amount* I_ 

2005 $2,455,000 2.25% ? 2.5% 34365T DJ 0 

The N o m  me being issued in anticiparion ofthe issuance of, and are secured by and payable irom the proce~rPS of me 
Cmporation's F ~ K  MOngfigS Rever.ue Bonds, Series 2005 (&e "Series 2005 Bonds" or !he "Bonds"). The Corporation has 
covenanted u, issz:- and deliver the Bonds or renawal notes (the "Renewal Notes") in such a manner as to pay and rerire th 2 

Notes when due. TineNorm are 6mhrrsec:. -d bya +%tmongegc a~ rhc Projem (;is hereinafter described) lsae 'The Mongagt 
Dctd oPTrust herein] and an anniially renawable Lease Agrzemenr between rhe Corporation and the County [see "The Lease" 
herein]. 

The Notes are s p c A  and limited obiigations ofrhe f3xporaUor1, anonprofib non-stack public corpomon and agency 
of she County of Floyd, Kenntcky (rhe "County"), issued ar the reqbcsr of rhe Counry, and do nor con~tirute a debt, liability or 
gcnerai obligabon of the Corporation or the County withm Ihc meaning of h e  Constirunon and laws of the Commonwcalfh of 
Kmtucky, or a pledge of the faith and credit or the taxing power of rhe Counry. 

Thc Notes are affared when, as- and ifissued subjesi ofthe approving legal opinion ofCox Bowling & Johnson TLLC. 
L exmgton, Kentucky, Note Counsel. 

The Corporarian deems rhis Official Swrmmr IO be mar final for purposes 
Commission Rule 1 5 ~ 2 -  12@)( 1). 

of the Securities and Exchange 

1 
_e 

I 

r' 
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COilRvry DF FLOYD, KEPJ7TJCXY 
IWZ3LIC PROPERTIES CORPORATlON 

Paul H. Thompson, Direcror 
Gerald DeRossen, Director 

James “Alan” Williams, Director 
Lany Fomer Snrmbo, D k c f o r  
Jackie Edford Owens, Director 

Paul H. Tbompson. Cowary JudgeExecurivc 
Gerald I)eRossm, Magisnare 

lames ”Alan“ Willrams, Magisuar 
lany Fosm Snunbo, Magismre 
lac!+ Edfobd Owens, Magislrate 

Counrj Anorney 

C h r i s  Waugh 
County Clerk 

- -~ ~~ 

v 

COX Bowling & Johnso~r PLLC 
Lexington, Kentucky 

- 

Citizens National Bank 
PsinrsviUc, Kenrucky 

Ross. Sirrrlaire & Associates, hac. 
Fri~.kfozt, Kennruc!cy 
LAuisvilIe, K e n ~ k y  

Cincinnati. Ohio 



i -12 -04  03:55pm From-FLOYD COUNTY F I S C A L  

This Offuial Staremear does not consume an offering of aFy securiry orher rhan the original ofkriag 
of :he Notes of rhe Floyd Cowry, Kemicky Public Properties Corporalion idermfitd on the cover page hereof. 
No penon has been aurborized by the Corporation ro give my infomuon or to maLe any npresemrion other 
&an that csntajned in the Offciai StaEmenl. and if given or mde  such orher informadon ai  rejxesent8riDn m a t  
nor be relied upon as having betn given or authorized. Tbis Oficid StatemPnr does 901 consritu~ ;u1 offer IO 
sell or ~ & e  soliciurioo of an offer IO buy, and ;here shall not be any sale of the Nates by any person in any 
jurisdicrion in which is is unlawful IO make such offer, soliciration or sale. 

The informarion and expressions of ?inion hcreh are subjec: u) change wirhour norice. ami neither rht: 
deliverj of his Official Stgrement nor any sale m d e  hereilndsf shalt, under any c i r m m u ~ ,  cream any 
implication rhar t h e e  has been no change in tbe affairs of &e Counv ob !he Corporation since thc dare hereof. 

Neiiher ine Securiries and Exchange Comanission nor any orher federal, starc or other govemmed 
entiry or agmcy, except be Corporation and the Councy, will pass upon rhc accuracy or adequacy of rlus 0fic:al 
Statement or approve h e  N?res for sale. 

T i 3 5  Officlal Sr;;;c.?lenr includes k c  frcar cover page immediately preceding lhis page and dl 
Appendices hcrcto. 

iii 
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OFFXIAL STATEMENT 
Refanng [ O  the Issuaw: of 

%2,455,000 

FIRST MORTGAGE RE- BOND ANTICrP.4TKlN W W A L  NOTES 
S m  2004B 

mom COUNTY, KENTUCZCY PIJBI-IC momms coRP0RAnoFI 

INTRODUCTION 

The purpose of this Officid ~laKemw.T, which lnciudes rhe cover page and Appendices hereyo, js io s a  forth 
cenin infozmuon p-ining M the Floyd Counry, Kentucky Public Properties Corporation, First Mortgage Revenue 
Bond Anriciparion Renewal Notes, Stries 20124B (he ‘‘Series 2004B Notes” or the “Note5”). 

The Cowry of Floyd plans 10 adopt n Resolution on September 17, 2004, which authorizes and directs the 
FlcyciCounry, Xenmc:qjPublic ?roperties Corporarion (the “Corporarion”)To issue Notes 10 (i) refund the k i e s  2003 
rjorcs the proceeds ai’ which we used t o  construa znd insrail wBIe: lines in Floyd Ccunry (rhe “Projed”); and, ii) pay 
rhe =si- of issuance of the Nares. The Corporation was created by the Coplnryto ac: =::he agency and .imtmrnentaliiy 
of the Cow.ty in acquiring, .!eve!nping and financing rhe Project and related public projects. 

The Notes are to be icsctd p u r s u r  rhe terms ofa  cerkin Mortgage Deod of Trust dated SPTtenber 1,2004 
(rhe ”biortgagc”) by and bewemi the Corporation and Citizens National Bank, Painrsville, Kcatucky, as Trustee (the 
“‘Trustee, raying Agent and Registrar”) and nnl secured by a forecbsabie first mongagc lien on trie P m j a n  and b y  ?he 
asjgunent by rhe Corporation of dl 5rs right, rirle and interest IO the Projea. 

This OBcki SSitemennrshould be considem3 in its mrirery, and no one subject discussed should be cowidered 
more 01 less imponan1 -Am any othe: by reason of 1% localion in trfe EM Reference should be made to laws, it ;mrts 
or b e :  documents d e d  IO i, kis Official Statement formore c~ap le t e  information regdingtheir contents. P‘T 

Eowiing & Johnson FLLC, L.exington, Kamc!cy, Note C O U R S ~ .  
IC tsrijL%ce md de:+.:- ry  5; i;ie Nc*es, IXC@.:S of;he K.;itf.~gca,~$ ~ ~ T x S . ~ ? : ~  hy &t?intd 31 the n f f ~ c g  of L ~ X  

The County of Floyd, Kentucky (the “Counry”), is a public body corporate and politic duly c r e a ~ d  and 
misting BS a Couny and political subdivision of the Commonwealth of Kentucky (the ”Commonwedth”). 

The County is governed by a F ~ K L  Court consisring of an elecled County JudgdExccutive and four (4) 
elected Magimws. These five (5) members comprise the Fiscsi Court and am elected to four (4) year Terms. There 
i s  no limitation fm succession by my memba nf &e Fiscal Coun. 

Demographic and economic data regarding the Counry is included in Appendix A- 
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TBE CORPORATION 

n e  Floyd County, Kentucky Public Properties Corporation is a nonprofit, no-stock public and govenunental 
copornuon organized and existing under the Jaw of the Cammonwealth, including p a n i d a r l y  Secrion 58. I80 and 
Sections 273.161 to 273.390, inclusive, ofthe Keniucky Revised Starutes (“KRS”). 

T i e  Corporation’s principal purpose is to act as an agency and instrurnanraljty of rhe Counry in t h e  planning, 
promolion, developmenr, fmanchg and acquisition by the Carpordm for and on behalf of the County of public 
improvements and public projecf~ for the County which may properiy be undertaken by the Counry pursuant to &e 
general srmrrory law5 nf the Commonweafth, including Chapter 58 of xhe KRS. 

~ n y  notes or other indebtedness issued or connacted by the Corporation for cr on behalf of the Counw shall, 
prior to the issuance thereof or incurrence thereon, be specifically approved by the County, acting by and throu& jt, 
Fiscal Cow as its duly authorized and empowered guvming body. 

The members of [he Board of Directors of the Corporaxion are members of the Fixai Court. Each member 
is appointed IO staggered terms fiorn two IO five years. 

THE NOTES 

General 

The NOES w .I be dated wih deiwery, m~, will zcme interest from that dare as desc; ‘xd herein Intaest on 
the Nares IS 2ayabIe on June 30, N O 5  The Notes will  m a w  c;n June 3Q,2C!Q5 in ?he principal amount as sat forth 
on the cover page of this Offkial Statement. 

&gistration, Payment and P’raaskr 

me Notes arc 10 be issued in minixnun: denominations of $25,000 and any muliiples of $5,000 rhereof 

Inwesr on each Note shaiall be payable by check cr draff mailed to &e Registered Owner rhereof as of Ihe 
3ficmth d& ofrke month inmediarely preceding that date fm yaymenr of such inceresl at the ddress shown on the 
registration books kept by &e % s t e t  as Repstrrr. The principal of a d  pzemium, If any, on the NOYS shatl be 
payable, without exchange or collection charges, in ht+?d money of the ? 3 n k C i  States of America upon he!- 

at the principal corporate msi of%e of the Paying Agent. 

l&ook-Entry Onfy System 

p r ~ & ~ ~ ~ ~ i o f i  SWniieS = &y ieZ+zi,Je!y & X G Z ~  &? a^d F.”-v3k?k - .  !V!???k3‘ 2? mnnL6T nr hv prior Ft$plTlnliQp, 

n e  Nores initially will be issued solely in book-enrry form to be held in the book-en- onl:. system 
maintained by The Depository T ~ I  Company (“DTC”), New York, New York. So .ong a6 such book-entry sysrern 
is wed, only DTC will receive 03 havethe rightlo receive Fkysical delivery ofNores w.d, excepr as otherwise provided 
hereh with respect to Bcnefkiaf Owners of Beneficial Ownership Interests Beneficial Owners Will nor be or be 
conside& to be, and will not have any rights as, owners or holders of the Notes under the Mortgage. 

Tbe following information about the book-entry only system applicibie to the Notes has been snpplicd 
by DTC. Ndtber the Corporation, the Trustee, or the Financial Advisor ms kes aay repressratstionq warranties 
or guaranttca Mtb respect to its accuracy or completmeas. 

DTC will act as securities depository for Ifie Nates. The Notes injtially will be issued as hily regisrered 
securities regisrered in rhe name of Cede & Co. (DTC’s partnership nominee). One fully regk ted  Nore cenificme 
will be issued, in the agl3regate principal amount of the Notes, and will br: deposited with DTt. 
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DTC is a limit&-purpose trust compmy organized under ihe New York Banking Law, a "banking or 
orgmi&.on" wiinin rhe meaningofzhe New Yo& BankingLaw,s member ofrbe Federal Reserve System, a "clearing 
crqoratian" wirhin the meaning of the New York Uniform Commercial Code, and a "clearing agency "registered 
pursuant 10 the provisions of Secrion 17A of the Securities Exchange Act of 1934. DTC holds secunties that its 
participano ("Participantr") deposit with DTC. DTC also faciljtates h e  settlement among Pdc ipmts  of securiries 
msactions, such as transfen and pledges, in deposited securities rhrougheiecnonlc computerized bok-entrj changes 
in Participants' accuunB. thereby elirninahg the need for physical movement of securities certificates.. "Direct 
Panicipants" include securities bmken and dealers, banks, t r ~ ~ r  companjes, clearing corporations and cenain o?her 
0rganhtior:s. DTC is owned by a number of ia Direc: P a n i c i y t s  ami by rhe New York Stock Exchange, Inc., h e  
American Sock Exchange, Inc ... and the Narional Associalion of Secwities Dealers, Inc. Access to the DTC system 
is also available IO othas such as securities b k e r s  and dealers, banks, and trust companies that clear throug!! or 
mainrain a custodial relationshin wirh a Direct Pmicipant, either directly or indi~~ct ly  (%direct Panicipants") ~ ,%e 
Rules applicable to DTC and its Pankipants are on file with the Securities and Exchange Commission. 

Purchases oMotes under the DTC system mmt be made by or through DireGI Pahcjpants, which will receive 
a ciedit for the ,hies on DTC's records. The ownership interen of each ac:uaJ purchaser of each Now ("Beneficial 
Owner") is in rum to be recorded on the Direct and Indirect Parricipm..;~' records. Beneficial Owners will not receive 
written cofifimarjon from DTC of rheir purchase, bur Beneficid Owners we rxpecred to receive wrinen canfirmations 
providing derails of the transaction, as well as periodic natemenu; of their holdings; from the Direct or IDdirecI 
Participant through which the BeneGcial Owner enlered into L!e transaction. Transfers of ownership interests in the 
Notes ("Beneiicial Ownership Interests") are IO be accompiirhed by entries made on rhe book's ofpanicipmts a d n g  
on behalf of Beneficial Ownep. Beneficial Owners wiii not receive cenificares represemiing ?heir Bmeficiaj 
Ownership Inrercsu in Nates, except in rhe even1 that use of the book-enny system for the Notes is discoadnued. 

l o  dacilitare subsequent nansfes, ail Notes deposited by Partioipmts with DTC are registered in rbe a w e  
of DTC's parmership nomiTi.ee, Cede & Co- The deposit ofNores witb DTC and :heir registration in the name of Cede 
3r.C~. effecr no change in beneficiai ownership. DTC has no knowledge ofrhe arr~rrl Beneficial Owners of rhr Noues; 
L)TC'srecords reflect only the identity of the Direct P;tnkipants to whos~. a c m u n f ~  such Notes are crcdired. wbich may 
or may not be the Beneficial Owners. Tne Par65pants wjD remain responsible for keeping accounI of their holdings 
on behalf o f  rheir cwromers. 

Co..:-~-r.yanc- of ~otic3s and othm communications by DTO io Diren. Pmicipants, by Direct Pmicipants to 
lndirerr Pmicipanb, md by Direct Participants and indirecl P&cipants IO Beneficial ownes, will be p e n e d  by 
mangerntnrs among hem, suejecr to any sratototy or regulatory requiremen= as may be in effect fiom time to tine- 

Redempiion nolices sFai1 be sznt to Cede & Co. If less than dl of the Notes are being redeemed. P - T s  
prmice is m deermine by 101 tne amouni of the interest of each Direct Pfirlicipanr .in the Notes to bc redemmi. 

Neirher DTC aot Cede & Co.. will consent or vote with respect m the ~iotes. Lhder ILS usual procedws, DTC 
mails an Omnibus Proxy to the Corporation as soon as pcsible after the recorti date. l'he Omnibus Proxy assigns Cede 
g! Co.3 rznsmiing or voting rights to those Direct Panicipanrs :.!I whose accounts the NOES are credited en the re::ord 
date (identified in a listing anached IO the Omnibus Proxy). 

Principal and inreresr payments on the NOES GI1 be made to DTC. DTC's pracIice is to crr l i t  Direct 
Panicipanrs (PCCOLU)IS on the payable date in accordance with their respective holdings shown on DTC'sreccT-is unless 
DTC has reaon to bc!;eve hi it will not receive payment on the payable date. Payments by ParticipmE to Beneficiai 
Owiiers will be governed by standing insrationsand customary prm-ces, as is the case wirh securides held far tbe 
UCCOWIU of customm in bearer form or registered in "street name," and will be &e responsibility of such Participant 
end not ofDTC, the Tmnee, or the Corporaiion, subject IO any satutory or regulatory requirements as m y  be in effect 
60m rime to rime. Paymenr of principal and interest to DTC is the responsibility of the Corporation or the r w t e e .  
disbumment of such p a p e m  ID Direct Pardcrpmts shail be the responsibility of DTC, and disbursement of such 
payments to Lhe Beneficial Owners shall bc the responsibility of Direct and Indirect Participants. 

A Beneficial Ownershall give norice to elect lo have ici Beneficial Ownership Inrerestspurchased or tendered, 
h u g h  its Pdcipanf to the Trustee, and shall effecr delivery of such Beneficial Ownership Intcresrs by causing the 
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Djrec! Participant to iransfer the Panic ipfs  interest in the Beneficial Ownenhip Inleresrs, on DTC's ncords,u, 
purchaser or the TIUS*, a5 appropriate. The requirements for physical de!ivery of Notes in connection w 
for purchase or a mandatory purchase will Ice deemed satisfied when !he ownership righr~ in the Notes ar 
by Direa Participanrs on DTC's records. DTC may discontinue providing ils services as securities dtpwltory 
mpccr to the Notes at my time by giving reasonable noncc to the Corporation or h e  Tnrsrec. 1Jnde.r. 
circllfnsmcts, in the event thar a successor secwitis de;xlsitory is nm obtained, Nore cenificates re 
print& and deliverzd, as described below under "THE NORS-Revkmnof Book-€nay S~S~I?IYJ;  Replace 

NEITKER. T)-E CORpORATlOM, THE COUNTY NOR TEE TRLJSTEE WILL HA 
SSPCNSIBILITY OR OBLIGATlON TO .ANY DIRECT PARTlClPA 
EE~EFICIAL.O"MX OR ANY O W =  PERS.c)N NOT SHOWN ON 
T;IIJ!jTEE AS BEING A HOL.DER WITS aPESPECT Ti): (1) 'IXE 
pI;COfLDS MAINTXINEDBY DTC OR ANY DIRECTPAXTICJPANTOR INDIRECTPARTICIPANT 
P A W T B Y  DTC ORANY DiFWXPARTlCIPANTOR INDlRECTPARnC 
' i c )  ANY BENEFICIAL OWNER IN RESPECT OF THE PURCHASE PRICE 0 
PRp.JClPAL OR RIEDEMPTION PRICE OF OR MTEREST ON THE NOTFS 
DIRECT PARTICIPANT OR W I R E C T  PARTICIFPANT 3F A M  NOT!C E TO ANY BEWFI 
WHfCM is REQUIRED OR PERMITTED UNDER THE T E R M S  OF 'THE 3ORTGAG 

3r ANY PARTIAL REDEWTION OF THE NOES;  OR (6) ANY CONSENT GIVEN 
T%EN BY DTC AS HOLDER.. 

fi@LDEXS; (5) THE SELECTION OF THE BENRFICIAL G'KMERS TCRECE!VE PA?',.: 

Each Beneficial Owner for whom B Direci Panic 
es nominee, may desire to make arrangements wirh such 
bajace in the records of such Direct Participant or Indirect Pankipant, m imp:  all notices oi . :de 
zo tender Noses or other coriimunications to or by DTC which may afiect such Bene kid Owner forw 
by such Direct Pm'cipmt or Indirect Partkjpanx, and ~ d :  m v e  notificadnn made of a11 debt service p 

1 or Indirect Participant acquires an inrefest in th 
a Participanr or IndirectParticimnr to receive 

Beneficial Owners may be charged a sum suffich! Io COVCT my tax, fee, or Aher g o v e r n e d  ch 
rhet may be imposed in relation to any uansfer or exchage of'rheir inreresis in *he Notes. 

The Corpori%ion cannot and ii0t.s r.01 give any assilraces &et DTC, Giwcr Panicipanb, Jndirea 
or o&en will distribuTe payments of debt remice on rhe k:ss  made IO DTC ~r i t s  nominee BS the regisre 
or why redemption 01 other noticts, ta he Beneficial Ow. .+rs, or rbat they wiH do so on a cimeiy basis, or 
Cireet Participants OT Indirecz Participm~~ will serve and act in ihe manner dexribed in rhis ORcial Stam 

DTC Letter of Rapresentations 

Cwtain duties of DIC and procedures to be foilowed by DTC, the Trustee and the Corporation 
forth in a ~ b ? R r  of &presentations (the "DIC Lener of Rrpresencations") mc:.:g the Corporation, he  T 
Wnderwhr and DTC. ii; the event of my conflict berxleen the provisions of th:: Mortgape and the provisions 
D LWcr of Representations relating :I) delivery of Notes to ihe Trustee, 'he provisions of the DTC 
Representations shall control. 

%?YiSiOh of Book-Entry System; RepDacernent Notes 

The Mongagt provides for me i s s ~ ~ ~ ~ c e  and delivery of fdIy registered Nores ( tbe "Rqplac 
directly TD owners other than DTC only in the even1 rhat DTC determines not ID continue to act as secu 
for rhe Notes. 

Upon occurrence of such eveni, ;he Corporation may attempt to establish a securities 
rekhonship with another securities depository. If the Corporation does not do so, or is unable 
Trustee has notified the owners of bookzntry interests with respect to the Notes by apprnpn 
Corporation will issue and the Trustee will authenticate and deliver RcplacemenrNotes with a minimum denom 
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4 , )? 

k , M O a n d  zuft iples  of S.S,OOO rhereafier to The assigneesefDTC or irs nominee. Such withdrawal, auaentication 
delivery ( inc!dng pnnring and deiivery costs) will be a1 the expense of the Corporation ._. 

4 
$toti:' 

In rhe men1 h a 1  the book-enw only system is discontinued, The principal or redempdon pnce of and intmst 
@No& will be payable in rhe manner described above in the rhird paragraph nnder " - X N O T E S  - Gmeral, " 
;dthe following provisions would apply. The Sores may be m f e n e d  or exchanged for -one or more ;dotes in 

nonzed denominarions upon surrender :hereof ar the desipared office of rhe Twstee 9s Registrar oral zhr 
ofjjce of any Authcpricating Agmt (initially, the Tnrsiee) by rhe r e g h e r d  owners or their duly aurjnori2ed 

e@ represenraii: e, lJpon surrender of any Norm to &e bansferred or exchanged, the Corporation wiil 
rhe Xegisnar Mil! record rhe m s f e r  or exchange in its regiswarion bks and !he Re@- nr 
gAgent shall authenricate and deiiver new N o m  appropriately re@swred mu in appropriate aurhoriired 

115. Neither the Corporation, the R e g i s m  nor any Aufhenticaricg Agent shall be required 10 rransfer or 
y Note during a peeod beginning at the opening of business 15 days before b e  day of the mailing of a 
empdon ofthe NOES and ending at the close of business an the day of such mailing. nor any Hole all or 

~ c n  has been scleaed for redemption. 

' 

D.e ??ores me cailahie in whole or in par: 
to i e  call dae. The Trustee musi provide no less than 30 d y s  notice ro rhe hcSder c."rhe Norez. 

The Trustee shall, upon being indemnified IO its sat i s faah,  a d  receiving funds necessary to redeem such 
use scrice of &e csi' for the redeapc 3n jdenxiiying the Notes tc be sent t y  'Clcited Stat-= mail, postage 
as least thiny days pior to &e datc fixea for rc.dernprion to rbe Reg~s~,:red Owners ofthe Notes the address 

in the regisintion books maintained by the Kegism. Failu~e to give such norfc- by -;ailing or any def.*ct 
espect of my Noic shall not si5ect the valii5iiy of any proceediw- .?or rhe redeinption of any Note. 

any date begimiiing February I ,  ,2005 at F ~ T  { IOO%) plus accrued 

' 
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ESTIMATED SOURCES USES OF FUNDS 

me following table shows die estimated sources ?na uses of proceeds of &e Nora, other rhan any pornm 

The Notes are seclved by and payable from the pmceeds ofrhe ~ s s ~ c t  of the Floyd County, Kentuckyhbl 
Fropcnies Corporation Fic;t MongageRexnue Bonds, Senes 2005 (the “Bonds”) which are peaged for such p 
10 the extent necessary 

Furthennore, the Note5 will, q w n  their issuance, be secured by a foreclosable firsr mor’fgege lien 
hojecr. The Notes will afsc be securen by the a s s i m e n t  by the Corporation of ;5 right, title, and inrerest in 
the  Lease Agreemen4 dated as of Sepzember 1,2004 with &be Coqmatjon providing for the lease of t h e  Projen 
me Frojcct Site TO the County an an automatically renewable annual basis and rental payments adequate t 
manuing principal and intaes payments of rhe Notes TO rhe due dare af the Nora  (for a f i ~ h a  descripdo 
payments see “The Lease” herein). 

7 

! 

-- 

-I 

A- 
8L 

rhereof representing accrued interest: 

Sources: 

Note Proceeds 

Total Sources 

Uses: 
Deposit to 2003 Now Fw,d S2,411,475.00 
IJnderwnier‘s Discount 24,550.00 
Deposit M COST of Issmce Fuod f 18,975.00 

Total Uses 92,455,000.GO 

---- 

The follo*wcg nble $e@ fcxth the prrojecred annual r .3 debt service ofthe Nores. 

:005 K.455.00C .’ 5.Ojl S2.501.031 
Torals: 52,455,000 EJ6,03  i S2,Y 3,03 1 

Security 
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Sourtes of Payment 

The only source of payment %r rhe Nores will be the issrmce of the Bonds or Renewal NOES. The Counry 
hrms covenanted her it will rake 311 necessary action sell the Bonds or Renewal Notes :o meel rhe debr service 
requirements on the Nom.  

THE PROJECT 

The County in colnjuncfian wirh the Southern Warer District, plans t o m  addirionai wvarer lines in the southern 
podon of Flayd County. The cwcm plan calls for 22 miles of!ines 10 be installed which will bring water sergice to 
approximately 400 residences and the routhem panion of Floyd Counv. 

The Prqec: has been bid 111 scccrdance wit?? state laws and cc nuactors heve posed 100% complfiion bonds. 

ADD4%10NAL BONDS 

The Coipomion reserves The right 2nd authority, but only upon specific direction c the Counry, to issue 
addiiione! notes or bonds which snall rank ,m a basis of parity and equality as ?O securiry and source of payment with 
the Yotes now being issued or auuthorizz 2 by the Corporation, but on11 for the purpose of i) complrring h e  pmjrcr; 
ii) n;&ng necessary repairs; and, iii) recmstructing rhe project in the even1 tha~ issuance proceeds ?!e insuficient :D 
make rep+ ‘-‘f reconmcr Fenions c f  the. 3 o j e c t  which have been dmmged. Prior to the issuancc of such panty 
bonds: (a) the:-:: ;hall be procured ar;. filed with the Secretary of zhe Cc~porarion and wirh rhe Trustee, R corrifieare 
ofm Aulhonzed r3fficial of Lee COL.:T~ explairing in demil thereason or reasons for the deficiency in rhe proceeds, 
and making d h i e d  iecommmderiong as to h e  issuace of the addi5onaj ixuity bonds, Together wirh the ~ O U P I I  

.-*:-reof; and (b) %\e issuance d ~ ~ o f  shall be ~ p p m i - d  by the State Local Dtb l  Office of Kenrucky and the Board of 
D ~ n r a r s  of rhe Corporation. 

4 Budget Process 

T h e  S m e  Departmeor <CP Local GOV~YDDICJLI @LG) is an tnflependenr agency of ?Re Commonwealth of 
KeniLcky attached 10 Khe Governor‘s office. A priccipal fhcuon of the DLAj is IO provide techniczl support, 
monitoring and a d u a r i o n  of local unirs O f  gOV€TTiment (cines, comties, and special dinricts). 

The Division of Counq~ and Municipal Accounting of the DLG has c;mblished a uniform system of 
accounting that all courndes in rhe smte must use in reporting therr re\Jcnucs and expendimres. The couriues are 
required to prep= and sl;bmir ar, annual budget for cach fiscal year. 

The county budget is required io have 3 fund known as the “sinking fund principal account” and a fund *mow: 
RS :he “sinking fund inrerez.: xcount” There shall be allocated annually to the sinking fund principal account a sum 
eqoai to the F I D ~ O I I ~ O E ~ ~  y e s l y  amount necessary 10 retire each nare issue of the county marwily, and to lhe sinking 
fund interest account a sum equd to the inrere-; on bonded indebtedness payable duAng the current budget year. 
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Bond h u e  Approval 

Kentucky Revised Statutes 66.3 10 stipulates hat no county may I e e  a public facility tha~ is IO be finm 
at :he county's request h u g h  rhe issuance of bonds ci noies by anoaer public body or by a non-profir corpom 
serving as an agcncy and ins nu men tali^ of the county, if the indebtedness of The counry, is in excess Qf or,e-hall 
one percent t.S"/oi ofrhe vduc of taxable propmytherein, wi@,wt ftm securing The winen approval ofrhe Stale Lo 
Debt Officer. The Counry has notified the State L.ocal Debt Officer of its imexion to fbnd &e Pmjecr to be fiwc 
by irs Noes and has provided public norice thereof. The Noes do not extend past the current f i s d  year. lleze:^o 
no public bearing is required. 

THE LEASE 

The following is a summary of certain of h rems and provisions of the Lease. 

Lease Period and Amount 

The Lease provides that the County will iease from rhe Coqmration, rhe Pmject and the Project Siw, log& 
4 t h  ail ofthe improvementsthereon for an hitid period ending June 30,2004 at an agreed and sripuia~d -:mal qu 
u) (i) the aggegae of the interest on and principal of the Notes which will become due snd payable during such p& 
:og&erwith (;i) the cost cfopcration and maintenance ofsuch h s c d  prernios. and ( i i i )  the C G E i  of insiiringrhe !w 
premise:. Rent will be payable on the twentieth (?Cm) day of rhe ;non:h preceding any dare ion which E p;ment ( 
jnteresf OY principal is due on &e Notes. 

Followingthe initial term of the -ease, norhing in the lease wiil be consmed as bindi.lg the Caunry  for^ 
L!e c 'rent  term or - P.W. bur rhc Courry yill in e x 9  year becor? payrner-1 of annu& renuls beyond h e  rental 

indebred to ?he Corporation for the rmtds stipulated for Suc5 year only upon the exerase of its O ~ G , I  ID r e c i s .  

Option to Renew 

The L e s e  may be renewed for ancthcr period of one ye=, provided 6mt Lease is so mnewdd, the rcntall 
for each: fiscal year during which thr Le= -mains in etfeci shail be a sum eqrlaf ia (i) the anlount of ht i n z m  WL 

g5ccipal paymen= due on the Note: dwag such year, (5) the cost Qf operanon ana maintenance 01 Tuck iem 
premises, and (iii) h e  cost of inswing the leased premises. The Lease zznewal will automakaliy be considered II 
have been affirmatively exercised each :{e= by the County, unless notice of its election nor TO exercise the nyrinn fa 

succeeuirii year is given by rhe Cbcry 10 Lhe Corporation and the lmsteejn writing ai i e d  60 days prior ic k 
renewal dare. 

htent to Renew 

In rhe Lease the County expresses its present intennon to mncw ?!!e L r a e  in accordance with its i m s ,  & 
in accordance with the wrions to renew as  et foonb herein, %PI) year to year until all of *e Nora  to be issued by the 
CorporaKion at the directicn of rhe County are fully paid, canceled and mired, wherhcr at naturity or by caJj Tor 
i-edemprioxl, but sxn expression of intentic7 4 1  1301 be ccnsmed as a present ctlecrion on the part of rhr: Countyn 
extead the Lease beyond the original tern. 

Operation, Maintenance arod Repair 

TheLease, provides among olherlhhingr, zharzhe Cotmv agrees :o mainwin and repair in good orderthe I& 
pxmises a rht expense of Ihr County, IO kmp all of the said premhes and improvements thereon in good +, 
working order and firsr-class condition, and to ream the same in as good condition as when received by the Couaty, 
ordinmy wear and tear, accident, damage by fire and the elemem, and other unavoidable casualties excepted. 
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ides that rhe County wiII, during the original ienn of [he Lease and during each exrended ern 
resently existing, and all insurable improvements to be consrmcted and 
I insurable value thcmof against fire, flood and w k d n o m ,  u) the exinr 

e (with standard comprchasive coverage endorsement) in good and solvent insurance 
by rhe Tmsree; and the Counry wilI makz said poiicies payable u~ rhe Counry, rhe 

, and tfie Trustee as heir rccpmive herests may appear, or cause said policies to be endorsed in an 
mannu so tha  in the event of loss the proceeds thereof will *be payable IO the County, Lhe Corporation, 

ective inrerests may appear. 

be County Survive Events of Default 

ould h e  County fail to pay the srjpulaied rentals due under h c  Lease, or during any year for which it is 
ry and ail hme options @minted 10 the County in respect of payrnenn in whole of rhr 

n any event remain in full force and effecr; provided thar h e  Trustee under Ihe Moqage will, upon 

a deficiency judgement of any type or in my amouni against the Counly or the Carpormion, and wiiil 
ime by h e  discharge of the Notes ana inrerest thereon receive an uii ..-ncu: bered fee 

th.: Zcu~lty rznews thc Lease ;ion yew to year arid pzys the r e n d s  for each year as provided, then the 
n c o v e m s  and agree: *&at ir will irnrnraia~ly ;rocure .[he release, an the records of rhe c ! , d  of ,the 
the iMorigage x c ~ r i n g  the Notes, and Lye Corporicion further covensnrs andagrees bar ir will Gmeupon 
P:ajec ,md !.he ProjEcr Sire TO ihe Counry :ha and clear rJf all liens and mc:.,nbranc*::: creared by and under 
ge, such steps to be taken at the e. .,.encc of the Counq. 

m a t  of 3glats to Trustee 

snd intmcsrs of thr 

THE MQRTGAGE DEED OF TRUST 

envise defined herein will have t5e meanings given :R the Mongage Deed of Tmx. See “Introdunion” 
iry of copies of rhe Mortgage Dced of Tmt. 

purchases or pwchasers rhcreoi and receipt of the purchase price, the 
wirh the Trustre, as mist funds, and ?he Tmree will hold, treat and 

the same, as follows: 

(I)  Cost of k ? D a D C C  Fuad. There will be deposited in the Cosr of Issuance Fund the amount of moneys 

IO 



1 
'ic 

'1 -12 -04  0O:OGpm F f o m - F L O Y C  COUNT" CISCAl +E861 0 8 2  ?-OB0 F 14/21 F-!63 

neczssary to pay the Cost of Issuance of the Nores from rhe proceeds of the Nores as specified and determined in& 
msziutjon of the Corporatjon authorizing the issuance ofthe Notes or in written inshvctions of an Authorized Otfim 
of ~e Corporation delivered to the T J U S I ~ .  

(2) 2004 Note Fund. A special fund creaIed by *e Mongage Seed of Trust and designzed the "Noie Fun8 
wilj be held and mainrained by the Tmsreie s The p n m q  source of payment of ~e interest requkements on tbe Nora 
, i l l  money, fiom any source at any t i e  deposited in she Note .Fund shall c o n s t h e  Pledged Rweipts for the b e d l  
ci  rhe Registered Owners of the Nares.. 

Sums k r n  time to time in tbe Note Fund ;hall be conrinuously invesred by rhc Tnlsree in Invemnw 
Qbiigations as defrned in the definition of Invesmenz Obligations hmtinafier drscrjbed. Tine Trustee will self 01 

prerenf for .miempiion any Investment Obligalions purcnased by it as m investment whenever it sM1 be nernsary 
in order m prcvide moneys to effecruare the purposes of the Note Fund. 

All Pledged Receiprs have k e n  assigned by the C0rpciarii.n to rhe Tnistce and upon rrceipr rhereof &e 
will immedisre!y be ieposite .. in the Note Fund SO long as the Nctes are Outstanding -nd the same .ail1 be neared by 
the Trcl.r;ee as Pledged Receipts, and will be used and apciied to the paymenr of rhe Nom, including accrued in!* 
principal and redemption premium, if any. 

The Trusiee shall set aside into the Nore Fund, dl sums received from the purchaser of &e Hares 
r-p~se3ring zcnued interest from &e daze ofihe Nores to The date of deiiwry and payment plus ai acidirional mcum 
from Mote proceeds 5 3  that :he rod deposit will equal inrerest on phc Yores through April I ,  2004. 

In h e  even' of h e  issumst: of h e  Bonds and the subsequenr reriremrnr of &e Notes, any remzining balance 
in the Nore F.xa shall be transferred to the Sinking Fund and tht Note Fund shall be closed. 1;: zhe event ofhe 
issuance of Rerewal Noes said Note Fund shall be maintained nnril he  reti. -men1 rhereof. 

investment of Funds 

Moneys he j in any of the aforerr,entior!-d funds may oe invesred until rt.qG&cr for !he p u p a s  
mended in one or more of the following "lnvesmenr Obligadons:" 

{a) Direct obliTations of the U?Ir-::! :?ares tf kmcrirs (including oblig&ons issued or hdd in 
bock-enuy fom an the books of the Depm-cnr  of :",e Treasury) or obiigations iht  princ;pal 
of and interelci on which are unccnditionally g u w f e e r "  by h e  United States oi"Arn+ 

Bonds, debentures, notes or odm evidence of indebtedness issued a pu-iintexl by any ofliec' 
following federal agencies and provided such obligations an: backed by she l f u i l  faith and crtdit 
of rhe Uni!.ed States of America (stripped securiries are only permined i€ they have 'm 
smpped by the agency itself): 

(i) 
(ii) 
(iii) 
(iv) 

. .  

0,) 

Farmen Home Adminismition (FmHA) Certificates of" beneficial Owrership 
Fedml Houshg Adminisnation Debentures (FHA) 
General Services Adminisnation Panicipation Ccnificares 
G o v e m e n t  Nationd Mongage Assackion (ONMA or "Ginnie Mae"), GNMA 
g u m i e e d  moxlgage-backed bonds, G W -  guaranteed pass-~hrougb obiigatirxl 
(participation cerdficates) 
U.S.. Maritime Adminisnation Guaranteed Title XI financing 
U.S. Depanment oSHousing and Urban Dweiopmenr (HUD); 

(v) 
(vi) 

Bonds, debentures, notes or other evidence of indebtedncss issued or g u m w e d  by my oftht 
following non-yI1 faith and -dit U.S. government agencies (smpped securities are only 
permitted if they have been stripped by the agency ir~elf): 

ic) 

11 
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1: 
it 
i 

,:I F e d e d  Home Loan Bank Sysiem Senior debt obligation (Consolidated debt 

Federal Home Loan Mongege Corporation (FHI.MC or ”Freddie Mae”) Participation 
+obligarions) li 

I/ ‘> 
!: 

C,e+ficares (Mangage-backed xcm*‘rics) senior debt obligations 

serunrias and senior debt obligations (excluded we stripped mortgage securities which 

Siudenr Loan Markering Association ( S L M  or “Sallie Mae“) Senior debt obligations 

Feizral Narional Mortgage Associarion (FMA or “Fannie Mae”) iMongagc-backed i j  

I; 

i’ 
are valued gearet than par on the pomon of unpaid principal) 

Resolution Funding COT. (REFCORP) [Only the interesr component of REFCORP 
smps which have been snipped by reques ID the Federal Reserve Bank of New York 
in book enuy form are acceptable] 

, 

I 
I 

Farm Credit-System Consoidated sysremwide bonds ann’ notes; 

Money market funds reghered under the Federal Investment Company Act of 1940, whose 
shares anf registered under rhe Federal Secunues Acr of 1933, and having R 1Rthg by S&P of 
AAAm&; AAA-m; or AA-m and if =red by Moody’s, rated Aal or A d ;  

Certificates of deposit secured at all dmes by collareral descnbed in (a) ador @)above CD’s 
IT.USI have a one yew or less mamiry Such ccnificates m w  be issued by C: nrnercjaf banks, 
savmgs and loan associates or i u m i  savings oarrks whore shon term obligarions ant Tared 
“A-I+“ or bemr by S&P and ‘Prime-1“ by Moody’s; 

Certificates of depodr, savings accaunis, deposir accounts or money marker deposits which 
are fully insured b:’ FDIClc, including EIF and SA]?; 

Inve.:meni Agreements, including GIC’, acceptable 10 m l A ;  

Commercial paper rated “Prime!” by Moody’s and “A-I+” or better bv  SPPP; 

Bonds iir notes issued by any sate a municipaiiry which are rated by h o d y ’ s  and S b P  in 
one -If ?he hvo highest long-umn rating categories assigned by such agencies: 

Federal funds or bankers acceptances wirh a maximum term of one year oiany bank which has 
m umecured. uninsured and unguaranteed obligsrion raring of “Prime-1 ” or “A3 ” or bercrr 
by Moody’s and ”A- I+” by S&P. 

Replu chase agreements thai pmvide for ihe Wmsfer ofsecwities from dealer bank or securities 
f i r s  (seller/bonowerj tc a municipal entity (buyerllender), anli the transfer of cash from a 
rnunkipd e n t q  10 the dealer bank or securities firm with an agcemenf that the deder bank 
oi securitiez firm will repay the cash plus a yield IO rhe municipal entiry in exchange for the 
ssclniries a a specified date. Repcrckase Agrev.enrs must Salk€,. the following criteria: 

(i) MUSK be benveen the mur,icipal ent:ry and a dealer bank or ser::rii;’es firm meeting one 
of zhe following criteria: ( I )  primary dealers on the Fed4cral Reserve reporting dealer 
list which fail under the jurisdiction o f  the SIPC and which are rated A or better by 
Standard Poor’s Ratings Cmup and Moody’s; or (2) Banks rated “A” or above by 
Srandard & Poor’s Ratings Group and Moody’s Investor Sem’ces. 

(ii) The written c o n m i  m w  incltice rhe foIlowing: (1) Securities which are acceptable for 
transfen are: (a) Direct U.S. governments, (b) Federal agendes bac ked by h e  hll faith 
and credit of the U.S. Governmenr (and FNMA & FHLMC), (2) zhe tenn of rhe 
repurchase ageement may be up to 30 days: (3) h e  collared mu61 be de!ivered to the 
municipal entity, trustee ( i i m r e e  is not supplying the coheraf)  or third p q  acring 
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as agent for rl?e met: (if rhe rrustee is supplying the collateral) before/simuIranem 
with peawent (perfedion by possession of certificsIed securities); (4) the trutlfee has& 
pwfecxd first prioriry security interest in the collateral; (5) coilateral is fret: and ciera 
of xhirci-parrj liem and in the wse of SIFT broker was not acquired pursuant to E 

repurchase agreement or a reverse repurchase agreement; (6) the m m t e  has ;he ri& 
to liquidate collateral in case of faiiure fo mainrain the requisite collateral percemge 
after 2 weday restoration period; and (7) valuadon smdards for collad:(a) tbr 
seruriries must be valued weekly,marker-to-rnarket ar clnrent marirkel price & arautd 
interest; @) the value of collarera! mun he equal to 104% of the 6mounr nf ush 
&erred by the m e e  fo the deder bank or security :Inn under rhe 
agreement plus accrued interesq (c) if the value of seainties he!d as collared Mlr 
below 104% of the value of the cash ransferred by the m f e e ,  addidonal cash andm 
accqrable securities musT be transferred; and if the securities used as coilatera1 sn 
FNMA or FHLMC, then the value of collateral must equal 105%. 

A legnl opinion which must be delivercri i~ the trustee to the e f k t  that  the re?urcbase 
agreement met% guidelines under state law for legal invesunent of public fund 

Prerefunded municjpal bonds rated *Am'' by Moody's and "AAA'' by S a p .  If, however.~c 
issue is only ratel; by SbP fk, lhere is no Moody's rating), then h e  pre-refunded bonds mun 
h v e  been prc-rehded with cash, dircct U.S. or U.S. griaranteed obligations, or AAA d 
pre-refunded rnmicipals to satisfjr this condition. 

(iii) 

(1) 

~-idd%ioonl Coveaants 

In ii3e Mortgage Oerd of TruSt, the Corpomdcn, among orher ctvenanrr;, has covenanted, as failows: 

(1; Psmenfs. TO puncrually pay the principa'l of and inrere:.: on &e Notes when due, and 31 the place and. , 

in the manner prescribed in the Mongage Deed of Tmst &om rhe funds pledged. The  Notes and rhe interest 
are payable from the "Pledged Receipts" defined under the Mortgage Deed of Trust. 

(i) shall mean dl paymerrrs paid to ci. upon the order of the Corporarion inciuding h ~ ;  .inn 
delinquenr Faymenrs with lane charges, if any; 

~>&l  z.,>s? 2 ~ 2  i;,c.!:sde an;' ezc! P!' ?T?rcyiz!inr?s .1?p..de 10 the Cr?y=ripn bv rhe Caunpm 
any 1mir of government u, the tmeni not cnhmise rsquired to be applied, nor otber\nrise. 
cornmined and budgeted by the Corporaxion during my fiscal period of &e Corporation; 

s h d l  include dl in tms  e m e d  and gains realiztd on Investment Obiigstions unleis the ~ e n a ~ .  

he,zxIf specifically require such jnterest earned and gains realized 70 rornah ;n or IO bc, 
transferred ID rhe Rebate Fund; 

shaii mean and include all amounts in dl funds and accoun1s created hereunder, indudin[; cspitali 
inmesr; provided that mounts in rhe Rebate Fund Aall nof com~inite Fledged Receipts; 

shall mean and jnchde any amounts reaIized from rhe fcreclosure and decretal saie of the 

,.,.\ 
i : i j  

(i;i) 

(iv) 

(v) - 

(2)  Ame9srnents mnd Mabtenancn. To CB-e rhe County to pay any and all improvemenr assessmm- 
against the Project and to properly maintain the Projecr. 

(3)  Tar Covenant The Corporsrinn covenma thar it will nor take any action, DI fail to rake any acxx 
any such E C ~ ~ O R  or failure to take actJon would adversely affecr zhe exclusion from gross income of the interest on . ~ ,  

Notes under Sation 103(a) of the Code. The Corporation will not direcdy or indirectly use or ptmir the use o f q -  ~:'q 

.?.- 

II 
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eeds of &e Noes  or any other funds ofrhe Corporaion, or rake or omit TO rake any action that would cause rhe 
103@)(2) and 148 of the Code. To thar end. rhe 
) (3)  and 148 of the Code to rhe extent applicable tc 

in rhe even1 thar ar any rime the Corporation is of the opinion that for purposes of the Mortgage Deed of 
n e ~ ~ s a r y  to resnricr or limit the yieia on rhe invesmenr of any moneys held by the Twteut under the 

Be De_pd of Tms! ?.he Carporanon will so *mtruct the Tmnee in wrizing, and the Trustee will take such action 
be necessary in accordance wirh such ~ m c r i a n s . .  

ants and agrees That it will, at ail rimes hereafter until 
(TO the exrent such insurance is obtainable) to keep ai1 insurable real 

d improvements thereon TO be insured against loss or damage by fire and windmrm 10 Their fi l l  insurabie 
-dud comprehensive coverage endorsement and h e  Corporation will cause SU such insurance policies 
payable in rsSe of loss LO rhe Trustee. 

oration will keep, or cause IO be kept, praper books of record and 
es will be made of d1 its mansactions relating IO the Project, and all Funds 
which will 8! all x..sonable times be subject TO the inspection of the 
not less thaq five percent (5%) in a principal amounr of Notes then 

nfnrce ail contracLc mind ageemenrs in respect of the Projecr TO which 
CorporaLion is or will be a p q ,  to rhe fullesl extent provided and permined by law. 

The parties have T served the righ~, by m u d  w r i k n  consenr at m y  rime and ffom rime to rime. 10 m e n d  
;he Mortgage Deed of TN31 for rhe purpose of efiechuidng the release of one or more parcels of or inyerest 
in land consrimring a part Qf The Project Site and the removd from h e  lien of the Moitgage Deed of I’ - 91 of 
such parcel or parcels of or interest in land subjecr zo the following condidons- 

(ii) 

( i i i)  

the parcel or parcels of or inreresl in land thus relezsed or renoved ?.hall be used to construct oubiic 
impr,4vcements, OY for the gan~~i i ,  of an eamnent  or other ICICHSI or dtle to a public utility, public 
or private carrier or public body fox providingor improving urility se.-Sca oruansponation fadiities. 
or fqr the acc;uisition or constnrAon of any “pubik projecr” within the meaning o f  $58.010 of rhe 
Kentucky Revised Statutes; and 

t h a t  shall be 51ed with the Trustee 2 copy of inmument providing for such release together with 
a certificete of an Auh~zed Offker o i  the Corporation aescribing the improvements or orher 
faciliries which will be eonsmcre.i thcrmn or ?he ~iziliry or o$xr facil%es arld services which wi!f 
oe provided or improved thmby and that, in the opinion of such Aurhoz-ked Dfficer(i) such pmcel 
or pmels of land are not otherwise needed for the operation of the Project and that (ii) the release: 
will not materially impair she efficiency or utiiiraria value of the Projecr or the Project Sire and will 
nor impede the means or c p s  of any material extent rind (k) evidence satisfactory VI the trusree 
that the value of the projea following such release shall nor be less than the principal mount  of notes 
rhen ourstanding; 

the Corporarion ai h e  wriuen direction of the Counry shall sell a ponion of said Rojecr Site rial 
needed for public purposes as providecd by law so long as the rentals an: not diminished by reson 
of such sale and reiease of a pmion of the lien cxakd by ?be Mortgage Deed of Trust and pmvided 
thar the Carporation shall have fwn ihed  the T m w z  with evidence sansfacrory to the Trustee that 
the vaiw c5f the Project following such miease shall be nor less than rhe principal arnounr of Nore  
rhen ourstanding. in determining the vaiue oithe Projec:, the Tmtcc shall be entitled TO require, at 
the soie cost and expense of the Corporatian, and shail be enriried to reply upon an appraisal by an 
appraiser licensed in rhe Commonwealth of Kmtucky. 
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Amendmenb 
i 

N o t w i ~ t a n d i n g  any other prc,visions of the Mortgage Deed of Trust, the panics may ai any time ana fmn ‘’; 
time to K I ~ C  supplement or nake any amendment or change li-1 rhe Mongage Deed of TIUSI: 

(1) to cure any formal defec: or ambiguity if, in h e  opinion of the T N S T . ~ ~ ,  such amendment or change IS 

not adverse tn rhe inrerest of the Owners of the Notes 

io pant to or cocie: upon the TwW for the benefit of the Owners of the Notes any aadirional r@s, ’ a - 
rimedies, powers, authority or s e ~ ~ n ’ t y  which may lawfully be granted or confened and 
which are no: conuary io or inconsistent with the Mortgage Geed of Trsr 

i 

I . _  

(11) 
,f 

(iii) ro make necessary or advisable amendments in connection with h e  issuance of scidirional bonds in lb 
xcordance with rhc 1em5 of Ihe Mortgage Deed of Trust 

(Ivj 

(v) 

ro pennit the TmSier to comply with ariy obligations imposed on it by law ; 

ro achieve compiiance with any federal tm law; or 

(vi,  to prcvide for the release o f  land pursuant to rind subjec? 10 the conditions specified in the Mortw 
Deed of Trusr. 

EYCQ~S and Remedies of Default 

Events of Defauk. Each of the following events is hereby declared aii “Even1 of Defauit:” 

(a) the Corporarion will defiult in the paycre..lt of the principid 05 any Notes when end as the s m e  wiJ 
become due, wberher at metwiry or upon cdl for redemption Or ohenvise or t h c  County wiiI default Gn the pijtmnK 
of rhe Notes; 

(b) payment of any installment of interest on any ofthe Nom will not be made when ana ;rs the same will 
become due or the Cowry wiil defaulr on the payment of the Notes; or 

(c) the Corpora~jopt Jr the County will fail or refise IO comply wi& rhe prcvisions ofthe Act, or will d e s t  
in the performance or observance oi any other ofthe covenants, agreemmvi or conditions on their ?I%I con- % 
the Morrgage Deed oi Trust. any authonzhg resolution of the Corporarjon or the county, or the yores, and 3llch 
failure, r e f i d  or defazll will conhue for a period offorfy-five (45) days after writtm notice thereof by the TW 
or by Owners of not less twmry-five percenr (25%) in a principal amount of the G u m d i n g  Sotes to the 
Corpomion or the County, as applicable. 
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Remedies, Upon she happening and con~nuance of any Even? of Default to protect m d  enforce its rights and 
the rights of rhe Owners of  rhe Notes by such of Ihe following remedies, BT the T m e e ,  being advised by counsel, wiil 
dcem mosf effectual to protecr and enforce such r@hhts: 

(a) by enforcemenr af the foreciosable m o m g r  lien on rhe Project Sire and improvmentS gamed by the 
Mmgage Deed of’i’rsr, and in such events the Trusree will rake over possession, cucuxly and control of rhe Project 
Sire and will operate or carry out de- sale of same with due regard to Srate and Fed& law for the benefit ofhe  
Owners of rhe Notes Provided, however, rkat no such foreclosure sale will iesult in ;i cktciency judgemenr of MY 
rypc or in my amount against the County or :he Corporarion, and undl such sale rht Counry may ar any time by rbe 
dncharge of The Notes and inrerest rbereon receive an unencumbered fee shple rille to the morrgaged facilities, 
p i d e d  than in the c w n t  df any such enforcement of said lien by  The TNsU~::, there will first be paid all expenses 
incident DO s&d document, and thereafter the Notes then outslanding will be paid and retired; 

(b) by mardamus or orher sub, d o n  or proceeding 81 law or in equiv, to enforce all rights of rhe C,wners 
of Ihe Notes, including the right to require the Corporarion IO charge, roilecr m d  fully account for the Pledged 
kceiprs, and to require the Corporauon to cany OW m y  and alf ether ccvenan~s or agreements with ?he Noteholders 
ad IO perform its duties under the ACI; 

(c; by bringing suit upon rhe Notes; 

(d) by action or suit in equiry, require the Corpomuon to account EIT ff it were Lhe trustee of an express hus: 
for Ihe Owners of the Notes; 

.:> by ac.rion or suit in equiry, ezjoi; my aca 0: h i n g  which may 3e unlawf;,!l or in violarion of *e r j @ w  
alar Owners of the Notes; 

( f )  by declaring nll Nores d m  and payable, m d  if all deiisuits \vVill be mad? good, then, with the w r i m  
mseni of the 0 m . n . s  of nor less than fifry perrenK (50%) in a principal mow: sf the Du’mdingi‘Tores, by mull ing  
2i.h declaration and its consequences; and 

(g) in .he evenr haz 21) Notes jre declared due and payable, by se!lmg Investment Obliarians of %e 
bpomjcn (TO ine esent not thcxtofore set aside far redempion ofthe Nores for whicb call has been made‘, + ,d 
*niorcjng all choices in a i m n  ofthe Cnrparation IO the hllesr Iegni exten1 in the m e  ofthe Coqnrarian for the use 
nd benefir of the Owners of Phe Nou: 

As a resuit of the County and issuing agencies acring OR behdyof rhc County having outsmding, at ?he s i : m  
he gores referred lo herein are offered for public sale, mmicipd securieies in the aggregateof more than $1 O,OOO,OOQ, 
he CDunty an0 the Corporation will enter inro E wnnen ageement for the benefix of ail parties who may become 
Rtgistered Owners of the No?es7 whereunder said Corporation ma Counry will agce 10 comply with the provisions 
if rhr Municipal Securities Disclosure Rules se: forih in Securiries ma E:rchmgr: Corporation Rnle lSc2-12. in 
nakingannual fwancial information available upon requesr and will notify those agencies specified in the Ru!e in the 
~ t n t  of occurrence of any oi the following “maten’al evenu. ” 

principal and interest payment delinquencies; 
non-payment Telared defaulrs 
unscheduled draws on debt service reserves refle~ing financial difiiruhies 
unscheduled draws on credit enhancemrnrs dcct ing financing difficulties; 
substirunon of credit or liquidity providers, or then hilure to p d o m ;  
modifications to righr of the Noteholders 
bond calls; 
d e f m c e ;  
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(j) 
(k) rating change. 

The Corporation may from time to rime choose 10 provide notice of the occurrence oi c t m n  other FVCTQ 

in addibon m those IisTed above, if, in the judgement of The Corporarjon, such arher event IS marerial with raperr ID 
rhe Nom, but rhc Corporadon does nor undmake to commir to provide any such notice of material event exepf icx  
events listed above. 

release, subshtution or sde  of proDeny securing repayment of the Notes; andor 

Finamid informarion regarding the Cour.;y may be obtained from The oflce of the Tri?.nsurerl Floyd County 
Courrhouse, Prenonsburg, Kennrcky (606)886-9193. 

The County has never faifed under previous writter, agreemen@ to comply in all material respec8 wilh my 
previous undertaking with regard to compliance with the Rule. 

No higation or admir1imativ.z acrion or proceeding is pending or, M the best of the knowledge of the Com~ 
or the Corpcration, tixztened, restraining or enjoining, or seeking to PstTain or enjoin, the issuance and delivclyof 
rhe I.iotes, rhe cnllecrion of revenues or the use of revenues 10 pay debt service an the Nares, or con!e+ng E 

q;.enioning the proceedings and auihoriry under which the Note3 have bem authorized and are to be issued M 

delivered, or rhr valjdity of rhe NcJlcs;, Jr to prwenr or reslrkt the operations of The Corporation. 

TAX TREATMENT 

In the opinion CI Note Cowel ,  based upon ceA& covenants, rcpreenrsrions, and cznificadm of ilu 
Corporation, which Nore Cocnsel '- -5 nor indepezdentiy verified, and assuming continuing compllruru 
therewith, as set fonh br aw, interest 01'. 52 WO~ES is -:tclucab!e from goss income for federal income tax prpe 
Ender existir 5 laws, regulations, rulings mci decisions 19 effe:; m the date cP delivery of :he Sates. 

Tne C~;.!aty and the Corporahn are required by the f,ltmal Xmezme Code of 1955, -P ~.mcnCied (the " 1 3 C ; i c ~  
ro cmpiy on an ongoing basis with cer?ain obkigatior.; in order for the interen on the . ii?res to be and remaic 
cc!&tsb!e 5-m : m s s  incoct for federal income tBpL purposes. Failure 'IO meet Those obhgations could resuh in IIX 
interest an the Nores becaning subject to  frderd income taxation, retroacnve io UR dare of the I Y O I ~ S .  ZIC icurt) 
;unci the Corporation have covenanred to comply with all such obligations. Prcvlrions of The Code applicable vi 
coi;;lorations (as defined for federal income Thy purposes), wooid hpose an dremative minimum tax on a podon of 
uw .:::cess of "adjusted cuntnt earnings'' over "alternadve minimlni taxable income" for W b l e  years b q h n i n g d k  
1989, and could hereforz subject dl or a pbnian ofrhe interest on the Notes received $1 corporation. to allcmari.de 
minimum tanation. 

Note Counsel has m r  opined on my orher .federal income tax consequenczs =;sing for Owners of &e Ncm 
k$wever, it should be noted ther cenain orher provisions of the Code applicable tr: corporations wouJd impox x 
envimnmmd tax er.+ tc he excess of "modified ahemfive minimum m b l e  income" ova 22,000,000. fhc 
envirtsnmentai tax is not an alternative I~UL lnrerest on the Nom wiII be included in effedivciy connected esnrinp! 
and proEss for puryxes of csmputing the branch profits tax on cutain foreign corpomions doing business in Ihr 
United States. In addition, !.he Code disallows certain federal income tax deductions of certain financial insrinttion! 
and prcperty and casualty insurance companies whch acquire the N01w. 

The Corporzition has designated !be Notes as "qwlifierl tax-exempt obligations" under Secdolo 265 @) G;oi 
sbe Code. 

In the opinion ofNoEe Come?, the N o w  arc exempt fiom c valorem taxation and interest thereon is txearip 
from income u i x a f i ~ ~  by rht Commonwealth of Kenruclcy and any political subdivisions thereof 
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or io any purchase of h e  Ecnds prospecrive porchasen ai the Notes are advised t~ consuit their own lax 
BS IO h e  imprtcT o f h  Code, upon rbeir acquisition holding or disposition of the Notes. 

FXNANCLU- ADVISQR 

spedive bidden xe advised that Ross, Sinclajre ana Associates, h c  ("ROSS Sinciaire") has been employed 
Fmancjal Advisor in connzcrion with the issuance of rhe Notes. Ross Sinchire's fec for services rendered wirh 

lorhe sale of the Noies is wn&sentupon the issuance and delivery thereof Bidders, including Ross Sincidr:, 
bmir a bid for the purchase of the Notes ai the ijme of the advertised ybl i c  sale, either individually or as a 

syndicate arganized to albmir a bid for the purchase of the NOT=. 

CONCLUDING STATEMZNT 

?he Corporation has apprwfed and caused this Official Statemen1 to be executed and delivered by irs 
maicing this offieid Swzxenr  the Corporsrion relied upon infomatian furnished IO it by the Counry 

ation, and does dot assume any responsibility BS to the accuracy or completeness of any of the 
is Official Statement except 9s to copies of documents denominated "Notice of Now Sale;" "Oficial 

d 9ffic:al Terms and Condinons of Nore Sale." The financial information mpplied by &e Counrj, of 
d the AdminisrrLpive O&cz of the Courts and reproduced herein, is ,qrtsented by the Counry TO be CDITCC;. 

No dealer, broker, salesman. or onher person has ,-en nuthcrizd b:. ihe Corpomrion, the Ccunry, or the 
cia1 Advisor io give any informstion or representations, other &an those contained in this O!ficjal Sratement, and 

e, c- :ch infomarim or representations musr not be reiied upon as ;having been awhorixd by any of rhr 
Ycis C-ffcial Stalemenx does m e  mcsriwc :m offer tc sell or rhe solickcon of any persor. in tiy 

n In which it is unlawful for such person lo nirike such ofier, scliicjtztjon or sale.. Except when ctherwise 
the ififormetion ser forth herein has been obtained from the Cowry and believed IO be reliahle, hr .:ever, 

n is nor gzvanreed as to acc*urzc;c:-. or complewness 5 j ,  and is not TQ be consmed as a represawion 
Financial Advisor 0'1 by NOM Counsel. The delivery ofrhis Official Slsterrre? at 2ny rime does TIOP impiy nhrnt 
ation hex ein is cmrec: as of any time subsequenr U, h e  dare hereof. 

By:&',- Psul Hunt Thornwon 
7?,,6-,, . 

.t...;rs.. 
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